
F. No. 40-17/2015-Plg

Govt. of lndia

Ministry of Communications

Department of Posts

Dak Bhawan, Sansad Marg,

New Delhi - 110001

Dated: 04.05.2026

To,

AII CPMsG

Subject : Request for furnishing Comments on the Report submitted by the Committee to review income

and cost formula/ norms for Post Offices in view of implementation of lT 2.0.

Sir/ Madam,

2. ln this regard, it is informed that the Committee to review income and cost formula/norms for Post

Offices was constituted in view of implementation of lT 2.0. The Terms of the references of the Committee

are as under:

i) Review of existing norms for opening of Post Offices (BO/SO/HO)

ii) Review of lncome & Cost Norms of Post Offices in view of lT 2.0 Rollout.

iii)The assessment & Linkage ofAnnual Revenue & Expenditure activity of DoP with lncome and

Cost Calculation formula for Post Offices.

iv) Other relevant activity related to norms of opening/functioning of Post Offices, with the

approval of Chairperson of the committee

v) Review of workload norms of Branch Post Offices.

3. The Committee has submitted its report daled 22.O4.2026 as per the Terms of References (copy

enclosed). The matter is correlated with Establishment review and also one of the HMOC Dashboard

Agenda ltems. Thus, the Circles are requested to kindly go through the report and arrange to furnish your

comments before 1.5.05.2026 to Planning Section for further necessary action at this end.

This issues with the approval of competent authority.

Encl. : As above

(Du nt udgal)

DDG (Establishment)

This is regarding request for furnishlng Comments on the Report submitted by the Committee to

review income and cost formula/ norms for Post offices in view of implementation of lT 2.0.
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Sub: Submission of Final Report and Recommendations of Committee constituted for review of
Income & Cost of Post Offices and review of workload of BO-s in APT 2.0 Environment.

Ref: Directorate letter No. 40- I 7 l20l 5 -Plg dated | | .12.2025 and 09 .03 .2026

Respected Sir,

Final Report and Recommendations of the above-mentioned Committee, duly signed by all

members and the Chairman, is enclosed for kind consideration and further action.

With regards,

Encl: As above

Yours faithfully

PS

Y cc, Sambalpur Region, Sambalpur-76800 1

To

The Deputy Director General (Establishment)

Department of Posts
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Review of Apportionment of trncome
among the Post Offices in view of

implementation of IT 2.O

REPORT OF THE COMMITTEE SET UP
BY

DEPARTMENT OF POSTS,
MINISTRY OF COMMUNICATION,

GOVERNMENT OF INDIA
NEIII DELHI - 110 OO1



I

SETTING UP OF THE COMMITTEE:
A committee was set up vide letter No. 4O-17 12O15-Plg dated 1I.L2.2O25

to review the income and cost formula/norms for Post Offices in view of the
implementation of IT 2.0. Even though the Committee was expected to submit
its report by 1$trr January 2026, in view of the fact that considerable studies
were to be conducted from the field units, the submission of the report was

d.elayed. The Committee have had deliberations a number of times and studied
various proposals received from Circles before finalizing its report.

INTRODUCTION
The expenditure on provision of Postal Service has always been met from

charging a price from the users and not from the tax revenue of the Central

Government. Since 1"t April 1925, the P&T Department has been required by

Government of India to maintain pro-forma commercial accounts to know
. The extent to which the service imposes financial burden on the general revenue

or bring revenue to the Government exchequer, and
. Whether the rates charged from users are adequate to meet the expenditure
involved in providing these services or not.

Through sustained efforts within the framework of five-year plans, the
postal network has been expanded considerably in our country. While opening

new post offices in addition to other norms, the projected cost and income of the
proposed office has also been a deciding factor. While in urban areas, the cost is

expected to be met from the income, in the rural areas post offices are opened if
the expected shortfall in income is within prescribed limits. This cost calculation
is entirely futuristic and is not realistic as the factors to be taken into account are

complex.
The existing formula for calculating the cost and income of the Post Office

envisages calculating income based on postal traffic for 15 days. The formula for

calculating the cost and income of the post office is prescribed in the Rule 547 of

Volume IV of Postal Accounts Manual. According to this formula, the following are

the components of revenue and cost for finding out revenue-based justification

for a post office:
Components of income

. Part value of incoming postage

. Part value of unpaid postage

. Part value of MO issued

. Part value of MO paid
. Part value of IPO sold and paid
. Lump-sum credit of total income

Components of cost
. Establishment charges of the office
. Rent-allowance towards renta-l
. Cost of stationery and forms etc
. Part cost of line establishment
.Indirect overhead charges
. Fraction value of stamps & stationery
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EVOLUTIONARY HISTORY OF THE COST AND INCOME FORMULA
The formula for calcuiating the cost and income of post office as per rule

547 &, Rule 548 of Volume IV of Postal Accounts Manual is as below:

METHOD OF CALCULATING THE POSTAL INCOME AND COST OF THE POST

OFFICE:-

Rule 547: The postal income and the postal cost of an office, whether permanent

or experimental are made up of the following items shown below under the

respective heads:-
Income

I. 3lStt of the value of all postage stamps (including service postage stamps)

borne by all classes of articles posted for despatch and received for delivery by

the office
II. 3/4tt of the postage collected on unpaid and insufficiently paid articles

posted at the office
ilI. 1/Stt of the postage due on unpaid and insufficiently paid articles posted

at the office
IV. 378tr, per cent of the total value of money orders other than service money

orders issued and paid by the office. (If the office is a sub-office, the money

order transactions of the branch offices in account with it should be excluded)

Cost
I. The establishment charges of the office-

U. A fixed addition to the establishment charges according to the following

scale:-
a. Rs 1.50 in the case of an extra-departmental branch office not doing all

classes of business
b. Rs 2.OO in the case of an extra-departmental branch office doing all classes

of business
c. Rs 2.50 in the case of a departmental branch office, Rs 5.00 in the case of

a sub office.
UI. The line establishment charges, if any, that are maintained solely for the

benefit of the oflice and could be abolished if the office were closed

1y. Assessed rent of the office if it is held in a PWD or departmental building.

Rule 548 : In cases in which it is impossible to work out with any degree of

accuracy, the cost of the line establishment that may be said to be maintained

solely for the benefit of the office and item (III) under the head "Cost" has,
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therefore, to be excluded from calcuiations, items (I), (lI) and (lII) under the head

"Income" should be altered by substituting l13 ,213 and l19 for 318,314 and
1/8 respectively.
N.B:- For the purpose of calculating the cost of the establishment of an office,

the average cost of the time-scale appointment or appointments in it should be

taken into account.

The formula for cost/income calculation of a Post Office has been reviewed

by different committees from time to time. In 1956 a committee was set up to
review the formula. The Committee suggested only minor changes to the formula.
It is noticed that changes were made in the proportion of income sharing the 3/8tn
of postage being replaced by 2lSth of postage on articles received for delivery and

7 l2gtn of stamp value on articles posted. The proportion of sharing the income

from money order was also changed as 21 l4O1.n of value of MOs issued and 3/5th

of the value of MOs paid. A total of 3o/o of the total income of the office was also

added towards income from agency and other inter-service functions. Thus one

can see that there was an effort to make distinction between various types of

activities performed by post office in the formula to calculate income of the post

office.

Amendment to Rule 547 in L967
Another amendment was made to the Rule 547 in L967, according to which

the income and cost of a post office has to be calculated as per the formula

indicated below:-

Income
Rural areas:
a. 2lstn of the value of all postage stamps (including service postage stamps)

borne by alI classes of Inland and foreign articles received for delivery

b. 7 l2gtnof the value of all postage stamps (including service postage stamps)

borne by all classes of Inland and Foreign articles posted for despatch.

c. 3l4tt, of the postage collected on unpaid and insufficiently paid articles

delivered by the office
d. ll1tn of the postage due on unpaid and insufficiently paid articles

delivered by the office.
Urban areas:
e. 2L l+Otn percent of value of money orders (other than P&T Service MOs)

issued by the office.
f. 3/5ti, percent of value of money orders (other than P&T Service MOs) paid

by the office
g. 2lstt, of the amount of commission realised on Indian Postal Orders sold

by the office
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h 2lstn of the amount of commission that would have been realised on the

Indian Postal Orders paid at the oflice
Add lump-sum credit of 3o/o of the total income total of (a) to (h) on account

of all agency and inter-service functions performed by the office

Note 1: In respect of foreign mail articles, postage on such articles should be

assumed to be the same as for corresponding classes of Inland articles,

notwithstanding the actual postage affixed.
Note 2z ln respect of money order value, the commission should not be included.

if the post office is a sub-office, MO transactions of the branch post offices should

be excluded.
Cost
a. Establishment charges of the office or if it is a combined office, the charges

which are treated as its postal establishment charges for administrative
purposes (Please see Note - 1 below)

b. A fixed addition to the establishment charges (Rs 2 l- for EDBO; Rs 3.50

for Departmental BO; Rs 6.50 for Sub office)

c. Fixed House Rent in case of rented building or assessed rent of the office

if it is held in a departmental building.
d. Fixed stationery charges for the office

e. 2 /3,a of the line establishment charges that are maintained solely for the

benefit of the office (See Note -2 below)

f. A sum of Rs 2 l- per month as "Indirect Overhead Charges" for running a
branch post office

g. 5o/o of the total value of postage stamps borne by articles posted for

despatch, to cover cost of printing of stamps, postcards etc, cost of

Directorate and Audit
Note 1: For calculation of the cost of establishment charges, the average cost of

the time scale appointment or appointments of the actual amount of consolidated

allowance- includ,ing ad-hoc increases should be taken into account. All

allowances such as DA, HRA, CCA admissible on the average cost should be taken

into account while calculating the establishment charges at item (a) of the cost

above.
Note 2z In cases where the line establishment is not maintained solely for the

benefit of a particular office, the cost of line establishment charges may be

proportionately divided among the various offices served by the particular line in

the proportion of their distance from the place where the mail line emanates. (No:

1 -33/63-Prg.r I 23- t I 67),
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Study by Seshanna Committee
In 7973-74 Seshanna Committee studied the issue of amending the formula

for calcuiating the cost and income of post office. The changes proposed by

Seshanna Committee were as indicated below:

A departmental committee was set up in 1974-75 to examine the formula for

calculation of income and cost of ED post offices, which made the following

recommendations:
1. Instead of the value of stamps used on postal articles received for

delivery and posted for despatch (which do not lend itself to proper verification)

the share of income on such articles should be based on the figures of the sale

of postage stamps and stationery sold at the office and through the authorised

agents under the jurisdiction of the office - These figures form a part of the BO's

account and can be verified at any time.

2. The existing provisions relating to income as percentage of the value
into account. The revision of

As per
Committee

Seshanna
Category As per Rule 547 of Vol.

2 /5tn of value of 2l5tn of stamps
Mail delivered ps on articles received stationery sold at the office

elivered lus 20%

Mails posted
7 l2gtrl of value of all

stamps on articles posted
No change proposed

Unpaid posted 1/Str' of postage due No change proposed

Unpaid
livered

3l4tn of postage collected No change proposed

MO issued
2I l+gtn of value of MO 24o/o of average reven

er MO

MO paid 3/Str' of value of MOs paid

IPO sold 2lstn of the commission No change proposed

IPO paid 2lstrl of the commission No change proposed

SB: 50 ps
saction CTD: 30 ps

Agency
3o/o of the total income

e office
ansaction BRL: 55 ps

lrnce
ns

SC

Other functions: lc'/o

the income of the office

of money orders issued and paid do not take
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commission from time to tirne and the fact that the time required to handle a

money order is invariably the same irrespective of its value. Therefore, the share

of revenue should be related to the commission charged on the money order of

average value handled by the office. 24o/o of the commission realised on money

order booked and 38% of commission realised on money orders paid should be

treated as part of the income of the office.

3. The flat credit of 3o/o of entire income of an office towards agency

functions is inadequate and arbitrary. The commission earned on Savings Bank
transactions should be considered for calculating income of the office. 50 p
towards SB transaction, 30 p towards CTD transactions and 55 p towards BRL

transactions should be treated as the income of the post office.

4. A flat credit of 1o/o for the remaining agency functions like PLI,

Customs duty collections, sale of revenue & Excise stamps, booking telephone

calls and telephone revenue collections has been suggested.

5. The fixed allowance in the cost components should be increased to

Rs 4.75 for an EBBO.

A Board memo was prepared to amend Rule 547 of Volume IV and this was

approved in 1982. While discussing the issues involved, the Board Memo made

a mention of the following issues:
o The prevalent method of calculation of income and cost of post office

d.oes not act as a financial tool to assess the viability of all categories of

post offices.
o The method. is used as a simple device to see whether a town sub

office proposed to be opened in an urban area will be remunerative or

whether an extra-departmental branch post office proposed to be opened

in a rural area can be expected to work within the permissible limit of loss.

o After such an office is actually opened, to determine its permanency

also this method can be used.
o This method cannot be used to determine the financial working of

d.epartmental post offices beyond the experimental period.
o While in urban areas the post offices generate good income, in rural

sector the postal services are mostly subsidised and to that extent the cost

and income approach becomes relevant to ensure that permissible limits
of subsidy are not exceeded.

. While expanding the rural services, the financial considerations

have been subordinated to a larger objective of strengthening the

infrastructure for rural development since rural post offices play a
significant role in rural development by acting as a vital interface between

tate financial inclusionthe government and rural population. They
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through savings accounts, insurance (PLI/RPLI), DBT payments, and
remittances, thereby improving household financial stability. They also

support social welfare delivery such as pensions and subsidies, enhance

access to communication and e-commerce logistics, and create local
employment. Beyond economic functions, they serve as trusted
community institutions that enable last-mile delivery of essential services,

thereby contributing to inclusive growth and reducing rural-urban
disparities. For ensuring remunerative postal services, the more important
exercise would be the costing of the individual services and their economic
pricing rather than the financial assessment of individual post offices.

o Since the method used is for a limited context of postal network
planning (for determining the financial viability of the rural post office to
be opened), the method needs to be reviewed from time to ensure that
various percentages/credits/charges prescribed are rational and logical

and in tune with the operational co-ordinates.
o The primary revenue figures on which certain items of income are

based are unreliable. Certain safeguards are necessary especially in
respect of postage revenue.

. Periodic revision is also necessary in the manner of allocation of

income from money orders, Savings Bank transactions and other agency

functions.
o In assessing the financial viability of a proposed office, the existing

financial position of allthe branch offices under the same sub office should

be taken as the basic criterion. (This was not agreed to by the Board as it
would jeopardise the opening of new rural offices and therefore financial
viability of individual offices have to be a significant criterion)

Other deficiencies noted in the prevalent method:
. The postage on the articles is computed only for a few days through

a'value return' and does not make allowance for fluctuations throughout
the year and therefore does not give a correct picture of the annual income.

o The figures in the value returns are reported by branch offices by

actual observations on the relevant days. These are not veriliable
subsequently and are susceptible to inflation.

o The committee found on review that on an average the value of the

postage on articles received for delivery is approximately L2O% of the value

of postage stamp actually sold at the office. A study conducted by National

Institute for Rural Development, Hyderabad in 1991 points out that the

inward traffic of a rural post office is much more than its outward traffic.
is about 150% of
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outward traffic. In the case of registered articles the inward traffic rs lTOoh

more than the outward traffic. The inward traffic of money orders is about
four times that of outward traffic. A branch post office thus receives very

little mail in the changed market conditions now and therefore emphasis
on mails received for working out income is no longer tenable. Moreover it
fails to reckon the retailing potential of the rural post offices.

. Since there are different MO commission for different slabs of MO

value, the commission should be the basis for calculating the income and
not the value of money orders issued and paid.

o Instead of average commission earned on money orders, the actual
commission earned should be taken into consideration for calculating the
income from money order transactions.

o There should be specific allocation of income in respect of savings

bank transactions. These rates are dependent on the reimbursement rates

from Ministry of Finance. However how the costing cell has worked out the
proportion of income to be attributed to a branch office is not mentioned
in the board memo. However, now the reimbursement is for number of
accounts and therefore the number of transactions does not matter.

Paper by Sri S B Lal
In 1979 Sri S B Lal submitted a paper on the issue of cost and income of

the post office, which came under the active consideration of the Department. The

salient postulates of the paper are as below:-
o Present distinction between rural and urban areas for creation of post

office is not based on sound logic.

a. The services rendered by post offices in urban and rural areas are the

same
b. A post office should have a reasonable possibility of generating or

marshalling new traffic andlor business
c. Post office should not be considered to be a social service department like

Health. The need for a hospital in an area where there is population, even

though there may not be any diseases, is different from the need for having

a post office in an area where there is no postal traffi"c or business,

d. A post office must provide not only the basic postal functions but also

allied agency functions, depending on the need of the area where it is

established and therefore, for establishment of a post office, the sole

determining criterion should not be just the postal functions, but also other

revenue-generating or social service activities (subject to the office being a

viable economic unit of its own)
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o Therefore common norms are required to be evolved for opening of post

offices in urban and rural areas and post offices should be opened for any
or all reasons mentioned above.

This paper also discussed at length issues involved in working out the cost

and income of post offices. It was mentioned in the paper that the proportion of

sharing of income generated by mail deiivered and mail despatched by the office

has not been worked out on a rational basis. Similarly how 213'a of the cost of

line establishment is to be attributed to the post office concerned has also not
been rationally explained. Thus the paper categorically states that the proportions
worked out in the formula are arbitrary and ad-hoc. The lump-sum credit of 3oh

of total income towards agency functions is also considered as illogical by Sri S B

Lal. The conclusions drawn in the paper regarding the extant formula for

calculation of cost and income of post offices are :

a. The formula is based on ad hoc and arbitrary assumptions;
b. The formula does not give credit for agency and inter-departmental

functions
c. The formula gives substantial credit for postal functions at the expense

of the business functions of the post office.

The functions of a post office and its sources of income are:

BODelivery PO
Non-
delivery PO

sl.
No.

Sources of Income

xx XStamps and Stationery sold1

Xx2 Letters received for delivery
xx x3 Registered mail booked
xX4 Registered mail delivered
RAREX X5 Parcels booked
RAREx6 Parcels delivered
RAREx x7 VP articles booked
RARExVP articles delivered8.

x RARExINS articles booked9
xXINS articles delivered10.
RAREX11 Postage on unpaid articles
XXxt2 Money Orders booked
HIGHx13 Money Orders paid

X ON INCREASExSavings schemes depositsL4.

ON INCREASEXx15 Savings schemes
withdrawals

ON INCREASExXSB schemes other
transactions

L6.

# xxSavings certificate deposits17.
Page 9 of 83



18. Savings schemes payments X X x
t9 Telephone Revenue

Collections
x x ON INCREASE

20. RPLI proposal work X X ON INCREASE

27 RPLI/PLI premium work X x ON INCREASE

d. The formula does not clearly reflect the business and traffic potential of an

office
e. A post office on opening may not immediately generate business or mail

traffic. The, initial impact of opening a new office will be on the existing traffic
through diversion of traffic. Later on the post office will generate new business

but other aspects such as sale of stamps, registration etc register very little
growth.

f. There are a number of differences between cost and income calculations of

delivery post offices and no-delivery post offices. The components of income of

proposed delivery office will be:

i. Letters and registered articles received for delivery.

ii. Commission earned on money orders issued and IPOs sold etc.

iii. Telephone revenue collections.
iv. Savings Bank Transactions.
v. Registration, insurance, sale of stamps and stationery and other postal

counter functions such as money order booking etc

vi. Renting of post boxes
Taking these components into consideration the formula suggested for

calculating income of a delivery post office was as below:

1. 25%o of the value of postage stamps on articles received for delivery

in the delivery area.

2. 50% of the sum worked out as cited above as expected value of the

sale of stamPs and stationery
3. 25o/o of the commission on accountable articles received for delivery.

4. 50% of the item 3 above as expected value of accountable articles to
be booked by the office

5. Revenue expected to be earned as hire-cha-rges for post boxes

6. lOo/o of the value of items 1 to 4 above towards revenue collection

and agency function. (This is ad-hoc and is subject to revision based

on the actual of one Year)
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The income components for a no-delivery POs, office would be:-

1. 50% of the value of the postage stamps borne by letters received in the parent
office for deiivery in the area to be covered by the proposed post office.

2. 5Oo/o of the value of commission accruing to the parent office on accountable
articles received for delivery in the area to be covered by the proposed post office.

3. lO% of the commission received by the parent office on booking of money orders,

IPOs etc (Subject to revision, based on actual for one year)

4. lOo/o of the value of items 1 to 3 above (Subject to revision, based on actual of

one year) as credit for revenue collection and agency functions.

The paper also suggested the following components while calculating the

components of cost of a post office:-

1. Rent of the building

2. Pay and allowances of the staff employed in the office

3. Cost of furniture to be supplied to the office plus Lo/o of the cost as

maintenance/ depreciation charges.

4. 1% of the total pay bill as contribution towards welfare and staff quarters fund

5. Stationery charges as per the existing norms

6. l% of items 1 to 5 towards cost of manuals, forms, stores etc.

Some of the observations from Circles on this paper:-

More expenditure is incurred in rural areas for conveyance of mails and delivery

of mails other than office of origin and offices of transit.

. The area of delivery coming under the territory of no-delivery office cannot be

determined as it is not possible to delineate such a territory of no-delivery office.

Amendment of Rule 547 in L982
The proposals made in this paper could not be taken to a logical conclusion

and Vide Directorate letter No L-2179-PRP dated 8-3-1982 the Rule 547 was

amended as below:

Rule s,472 The income and cost of a post office whether permanent or

experimental are made up of the items shown below:-

/Udl"\A
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Income
Rural areas
al 2lSth of the value of all postage stamps and stationery (including service

stamps) sold at the office plus 20% (this represents income on account of
articles received for delivery)
bl7 I I 2otn of the value of all postage stamps and stationery (service postage

stamps) sold at the office (This represents income on account of articles
posted for despatch)
c) 3l+tn of postage collected on unpaid and insufficient paid articles
delivered by the office.
df t 73tn of the postage due on unpaid and insufficiently paid articles posted

at the office.

Urban areas
For urban areas the income on the above items is worked out at 43 I

l2oth 37 ll2oth,5l7'h 5 142^a for (a), (b), (c) and (d) respectively.

A11 offices (Urban/ Rural)
el2a% of the money order commission on money orders issued by the office.

fl 38% of the money order commission on money orders paid by the office

gl 2lSth of the amount of commission realised on Indian Postal Orders sold

by the office
hl Z 15tn of the amount of commission that would have been realised on the

Indian Postal Orders paid at the office.
i) 75 paise per SB transaction and 50 paise per CTD/Savings Certificate
transaction performed by the office
j) 65 Paise per BRL renewed by the office
kl L% of the total income on other items (mentioned above) towards agency

functions where these are performed.

Note 1: In respect of branch office and sub offices, which are not actually

opened but are at the proposal stage, there would be no figures to represent the ,

va-lue of postage stamps and stationery sold. In such cases against item (a)

above, the value of postage stamps (including, Service stamps) borne by all

classes of Inland and Foreign articles received for delivery and against item (b)

above, value of postage borne similar articles posted for despatch shall be taken
into account. In respect of foreign mail articles value of postage should be

assumed to be the same as for Corresponding classes of Inland articles,

notwithstanding the actual postage fixed.

Note 2: If the post office is a sub office, money order transactions of the

branch offices in account with it may be excluded

)
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Cost
af Establishment charges of the office or if it is a combined office, charges

which are treated as its postal establishment charges for administrative
purposes (please see Note 1 below)
b| A fixed addition to the establishment charges (Rs 6.00 for EDBO and Rs

19.50 for a sub office)
c| Fixed house rent in the case of rented building or assessed rent of the
office if it is in a departmental building.
d) Fixed stationery charges of the office
el 213,d of the line establishment charges that are maintained solely for the
benefit of the office. (See Note 2 below)
ff A sum of Rs 2l per month as "Indirect Overhead Charges" for running a

branch office
gl 5% of the total value of postage stamps sold at the office to cover cost of
printing of stamps, postcards etc. towards cost of Directorate and Audit.

Note 1:

For calculation of the cost of establishment charges, the average cost of

the time scale appointment or appointments or the actual amount of

consolidated allowance, including ad-hoc increase should be taken into account.
A11 allowances such as DA, HRA, CCA admissible on the average cost should be

taken into account while calculating the establishment charges at items (a) of

cost above.

Note 2:
In cases where the line establishment is rot maintained solely for the

benefit of a particular office, the cost of line establishment of a particular office,

the cost of line establishment charges may be proportionately divided among the

various offices served by the particular line in the proportion of their distance

from the place where the mail line emanates.

Recommendations of the Departmental Committee constituted 24th
September, 2OO3, under the Chairmanship of Shri M.P. Rajan, Postmaster
General, Dhatmrar, Karnataka Circle.
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ISSUES DELIBERATED BY THE COMMITTEE

The first issue deliberated upon by the Committee was whether to continue
with the existing omnibus formula for calculation of cost and income of post
office for all post offices or to consider the formula only in the case of branch
post offices. For the following reasons, it was decided that the formula should
apply only to branch post offices:
o Branch post offices in most of the cases are very low income generating

but proportionately high-cost offices.
o There is homogeneity in the components that constitute the income and

cost of branch post office but such a homogeneity is absent if departmental
post offices are taken into consideration.

The cost and income of the departmental post offices can be fairly
accurately calculated since there is enough data available in such offices.

Moreover the mail function might be a significant factor in the income of
a departmental post office and hence the formula for calculation of income
and cost of departmental post offices can remain unchanged except for
taking into consideration the revenue earned from agency functions and
retailing functions, as indicated in the formula for the branch post offices

at the end of this report. This interim formula may continue until the profit
centre concept for the departmental post office is worked out. This, the
committee understands is under active consideration of Directorate.

a

a

a Departmental post offices have a large number of components adding to
their cost such as rental, electricity and water charges, large quantity of
forms required by the post office, furniture, contingent expenditure, bills
paid and various other expenses which are absent in the case of branch
post office.

As regards the EDSOs, we have to take a clear stand. The main distinction
between EDSO and branch post office is that the EDSO receives most of

the powers relating to customer service, unlike a branch post office where

every transaction is overseen by the account office. If the profitable branch
post offices can be given specified powers, and their work is checked

through the inspection agencies the concept of EDSO can be done away

with. This would mean better check through inspection system for such

limited. offices than through the accounting system as is done today. This

will also help department to consolidate the postal network by reducing
substandard head post offices.
As regards the PSSKs, the committee observed that the PSSKs have failed

to serve the purpose for which they were set up. Unless the areas of
a
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potential utility such as retailing functions are thrown open to PSSKs, the

concept may not work well. The person working in PSSK could also be

allowed to function as agent for the Savings Bank and RPLI etc, enlarging

the marketing options for the Department. Thus there will be more utility
for the PSSK than at present. If the scope of PSSK is widened, we can also
open up a channel to do away with the non-remunerative branch post

offices over a timeframe. Such branch post offices could be converted into
PSSKs, which would provide most facilities except those where financial
transactions are involved.

Time Resource utilisation in post offices

Studies made about allocation of cost in different levels of departmental
post offices on apportionment of work time on different postal operations indicate

the following:-

Time spent on mails is about 160/o for mails (gradually declining from 2Oo/o rn

LSG offices to 107o in C class offices). In the case of branch post offices, however,

the time spent on delivery of letters and payment of money order would occupy

more time than retailing whereas the retailing consumes more time in the sub

offices.
Time spent on money orders is about 8o/o (no significant variation between

different status of offices)

Nearly 760/o of the time is spent on retailing functions and related back office

work (gradually increasing from 73oh in LSG offices to 80% in C class offices).

a

In branch post offices, time utilisation pattern is generally of the reverse. Time

spent on mails and money order payment is found to be large compared to time

spent at the counters for other transactions.

Hence the cost and income patterns in branch post offices and departmental
post offices vary considerably. Keeping the above in mind the committee

recommends that:-

The formula for calculating the cost and income of post oflice will now

be exclusive for the branch post office. For other types of offices such as

Departmental Sub offices, distinct approach has to be taken and formula
worked out, along with introduction of the profit centre concept.
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COST ISSUES

There is a compulsion on postal services to meet its expenses from the

revenue it earns. This objective of achieving financial self-sufficiency need not
necessarily impede seriousiy the welfare maximisation or community objective of
the Department. If the Universal Service Obligations of the Post Offices are clearly
spelt out, the costs involved in meeting such obligations can be funded in different
ways. A11 remaining postal operations should be run on a commercial basis. The

present approach of blanket subsidy for meeting the deficit does not provide

adequate motivation to the postal services to improve the quality of service or to
increase productivity.

Cost of Postal services embodies two characteristics: economy of scale and

economy of scope. Economy of scale occurs when the unit cost of production of

service declines by delivering more with same manpower. Similarly, when the

same agent delivers many services it offers economies of scope. Postal services are

also a multi-product form with common production line. The same counter may

offer many services at a time or the same delivery agent may deliver different
products. In a multi-product service such as postal services average cost will not
serve any purpose. If only one product is served, then average would do. A cost is

attributable to a service only if that cost is CAUSED by the supply of that service.

For example, parcel charges can be attributed to parcel service because only when

parcels are to be delivered, this cost will be incurred. In a multi-product network
industry, not all costs are caused by individual products. Product group

sustaining costs are associated with the provision of a group of products but do

not vary with provisions in the level of that service. This would be a business

sustaining cost.

Post offices are opened not merely for the purpose of collection and delivery

of mails but also carrying out many agency functions. The justification for a post

office can be on the basis of workload, revenue generated in comparison to the

expenditure and in terms of social cost benefit. The increasing cost of postal

operations and the pricing policy have always been posing major challenges to

postal management. The Excellence Committee in its report in 1989 observed that
SOoh of the cost relates to establishment, LOo/o on transportation, Soh on stamps

and stationery and remaining on other items. Since postal services come in the

Service sector, it faces costing issues different from that of manufacturing firms.

Services are to be produced on demand and there is always uncertainty about the

demand. The costs of waiting time at the counter and at other points by employees

and addresses for which there is no mail to be delivered has all to be borne by the

department. Postal services also have a large network responsibility. There will be
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many delivery points, which need not be served for want of mail but they cannot
be ignored because of the high network responsibility.

While working out the cost, we have to remember that in all postal business,

be it related to mail or other agency functions, there are other offices involved in
completion of the process. Hence working out the cost of an activity for an office

specifically becomes very diffi cult.

The cost of an office can be worked out by taking the direct attributable cost

of that office. Similarly cost of some activities can be worked out at a global level

for entire department. Neither entire activity cost nor cost of offices individually
(status wise) can be accurately assessed from the present level of aggregation of
costs.

Every transaction of a BO is considered as a part of transactions of the sub

post office with which it is in account with. Same relationship does not prevail

between sub post office and the head post office. This would mean that the pattern

of shared. costs would vary between branch post office and departmental sub

office. In such a situation there are four scenarios possible of cost attribution of

postal services.

1. Cases where entire cost can be attributed to an office

Departmental Post oflices
o Exclusive establishment costs
o Rental charges, electricity and other such charges
. Office expenses of that office
o Contingent expenses of that office

Extra-departmental Post oflices
. Exclusive establishment costs

2. Cases where entire cost can be attributed to an activity without sharing
Departmental Post ollices

. Delivery costs where exclusive establishment is provided
o Exclusive mail transportation costs
o Cost of sale of stamps and stationery
o Back office work relating to accounting etc.

Extra-departmental Post offices
o Delivery costs where exclusive establishment is provided
o Exclusive mail transportation cost
o Cost of sale of stamps and stationery
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3. Cases where costs are shared between activities
Mail collection, mail processing, counter transactions, accounting for
postal transactions

4. Cases where costs are shared between offices and activities
Departmental post offices agency functions and other mail related counter
transactions.
Extra-departmental post offices agency functions and other mail related
counter transactions.

Mail costs
Let us now examine the operations involved in the mail operations to

examine the feasibility of activity costing. The spheres of activity can be divided

into the following main groups:-

o Post office counter costs
. Collection costs
o Transportation costs
o Processing costs
o Delivery costs
o Other costs

Sources

Network costs

Delivery agent network

Retail network

Transportation network

Mail processing network

Non-network costs

Administration & supplies

Building costs

Other costs

Percentage of Institutional Costs

66.5o/o

37.9%

lo.50h

5.2%

12.9o/o

33.5%

20.5o/o

5.5o/o

7.5o/o
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It is observed by professional studies that when traffic falls, the impact will
be more on sorting and transportation and the reduction in cost of collection of
mails will be almost negligible. A LOyo fall in traffic of mail will only lead to

o Yz oh reduction in cost of collection of mail.
.8%o reduction in cost of sorting
.37o reduction in cost of transportation
This would mean that now when mail traffic is declining what needs to be

focused on more are the sorting and transportation costs. Unit cost of delivery
and unit cost of mail transportation will become prohibitive with the decline in
mail volume.

The Committee observed that mail has become a maior cos:! eqtwpnen! of a
rural post office. The existing formula considers mail as maior income component

of the post office. This paradox has to be set right while working out a revised

formula.
Cost of delivery of mail is going to be a critical factor in the years to come,

especially in view of the drastic decline in mail volumes. The network costs will
have to be borne while most of the network establishment will not be effectively

deployed. The unit cost of delivery of mail, especially where mail volumes are

abysmally low would be very high. There is also a need to assess the total number
of delivery points 77 under each delivery office so that there can be a constant
watch on the increasing unit cost of delivery of mail. The Committee there

recommends that:-
The cost of delivery needs to be separately accounted for by having

separate head of account for cost of delivery establishment and other
delivery costs.

In such a scenario, the only way of increasing the income of a branch post

office would be to fully make use of the retailing capacity of the post office. If the

entire time of 3 hours during which the branch office counter is to be kept open

is used without idle time and user service charges are fixed in proportion to the

time usage pattern, the entire cost of the branch post office could be recovered

including the prohibitive cost of mail delivery. It would be necessary to work out

the cost component of mail delivery that needs to be recovered from the retailing
income.

Study made in rural areas of Karnataka on unit cost of delivery of mail

indicates the following:
o If mail delivery is affected at the windows, the unit cost works out to Rs

l.2O; if mail delivery is through combination of delivery agents and branch
postmasters, the unit cost mounts to Rs 5.79 and when the delivery is made

through exclusive delivery agents the unit cost of delivery works out to Rs 10.64.

o It is also noticed that nearly 600/o of the mail operations cost relate

to delivery costs. This is due to the large wastage of resources involved in delivery

function.
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o Multiple deliveries at single address are going to be highly
economical where as single delivery at single address is going to be very costly.
The sparse delivery need multiplies the cost of delivery enormously.

o In order to encourage multiple mail delivery at single address,

concessions such as free post boxes, free door deiivery of mail to bulk addressees

etc, can be explored so that the delivery establishment is optimally used.

Simultaneously, higher tariff should be thought of to discourage delivery of junk
mail in a sparse area. This would however depend on the inclusion or exclusion
of mails such as direct marketing mail and other junk mail within the ambit of

the Universal Service Obligations of the Department.
The above studies allow us to come to the following conclusions:

o Giving more weightage to delivery of articles, it would be contrary to the
financial goals of the Department. Moreover, the figures on mail received for
delivery can easily be inflated (it is an accepted fact that mail delivery figures are

inflated 3-4 times).
The committee felt that no income should be shown as accruing from mail

received for delivery for the following reasons:
. No reliable data is possible to be obtained for unregistered mail in the case

of branch post offices. This data is always highly inflated.
o Mail delivery is highly informal and the quality is much below the

Standards prescribed thus leading to wastage of resources
. Mail is a major cost contributor. It is a poor income contributor to a branch

post office. Hence committee recommends that -

While calculating the income of the branch post office, there is no need

to give any credit to the postage on the mail delivered, as the figures are

unreliable and often the mail volume being insignificant. It is necessary to
encourage outward mail from branch post oflice by giving full credit to the
branch post oflice for such mail.

The Committee also observed that most branch post offices are serving the

rural areas to bring in money through money orders, especially the social security
payments such as old age pension, physically handicapped pension etc. Keeping

this in view and the need to encourage more counter transactions, the committee

recommends that -

In the case of money orders and Indian postal orders, the commission
as its income and the receiving/paying branch oflice issuing branch post

oflice should get 60,0/o of the value of the should receive 40yo of the value of
the commission as its income.
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AGENCY FUN AND RETAILING

The revenue per transaction in the case of Savings Bank has come down in
the new method of calculating revenue (recovery of working expenses) from
Savings Bank work. For example, earlier each RD transaction used to fetch Rs

21.85 while after the compensation method has been changed vide Dte. letter No

PA/BK- I I 17 -1 /Fin. Review/ 2 OO-O2 I lO2O-1 03 dated 1 8-8-2003 to compensation
per live account (Rs 100.26). This would mean in an RD Account, per transaction
rate has come down to Rs 8.35.

In the case of Telephone revenue collection also there would be pressure to
bring down the commission for bill collection, because of competition in the field.
However there are many agencies who would like to use the retailing capacity of
the post office for their work. The committee therefore recommends that -

Each minute spent by a branch post office for a retailing/agency work
can properly be computed so that retailing senrices can be priced easily and
also the full retailing potential of nrral post offices can comprehensively be
exploited.

It is also recommended that the entire retailing aspect of postal services be

systematically studied and a costing method evolved so that pricing can be done i

quickly and in a rational manner without losing any opportunities due to delay in
decision-making.

INCOME ISSUES
Certain patterns have emerged in the work pattern of all branch post offices

in the last one decade or so. Branch post offices have not been gtving much
emphasis to counter transactions. Mail delivery is given the prime place, probably
due to the role post office was expected to play in the communication sector.

While calculating the cost and income of a branch post office, the following
aspects are to be borne in mind:-

1. There is a need to give more importance to booking of articles, sale of stamps &
stationery and more counter transactions in post oflices than giving undue
weightage to the mail received by the office.

2. Inward traffic is higher in respect of branch post offices and of late, money order
payment, especially the social security pension payment through money order,

has become a major activity in most of the rural post offices.

3. The components of income adopted now give very little importance to the retailing
potential of the post offices. If retailing functions could be made into significant
factors in working out cost and income of a post office, it would act as a motivator
for the branch postmasters to increase such activities.
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These aspects are to be considered while working out a formula for

calculation of cost and income of a branch post office in future.

The formula suggested by the Committee is as below:-

PROPOSED FORMULA FOR CALCULATION OF COST AND INCOME OF
BRANCH POST OFFICE

The income and cost of a branch post office, both rural and urban, will be made

up of the following items shown below:
INCOME
i. tooo/o of postage collected on unpaid and insufficient paid articles

delivered by the office.
ii. looo/o of the value of all postage stamps and stationery (including service

postage stamps) sold at the office
iii. 60%o of the value of the money order commission on money orders issued

by the office
iv. 4Ooh of the value of the money order commission on money orders paid by

the office
v. 6Ooh of the value of the Indian Postal Orders commission on IPO sold by

the office
vi. 4Ooh of the value of the Indian Postal Orders commission on IPO paid by

the office
vii. 25o/o of the income earned by the Department from all retailing functions

performed by the office (This will include income from Savings Bank and
Savings Certificate in addition to other retailing functions)

cosT
a)

b)

c)

d)

Full establishment charges on exclusive establishment of the office

In case of shared establishment, proportionate cost of that establishment

Incentive paid to the GDS agents for retailing and RPLI work

lo/o of the total cost of the branch post office as worked out above, may be

added towards any indirect overhead charges for running the branch post

office
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INTERIM FORMULA FOR CALCULATION OF INCOME AND COST OF
DEPARTMENTAL SUB POST OFFICBS

Income
Rural areas
I. IOOo/o of postage collected on unpaid and insufficient paid articles delivered

by the office.
III. LOO% of the value of all postage stamps and stationery (including service

postage stamps) sold at the office
III. 6Ooh of the value of the money order commission on money orders issued by

the office.
IV. 4oo/o of the value of the money order commission on money orders paid by the

office
V. 600/o of the value of the Indian Postal Orders commission on IPO sold by the

office
\/I. 4Ooh of the value of the Indian Postal Orders commission on IPO paid by the

office
VII. 25% of the income earned by the Department from all retailing functions

performed by the office (This will include income from Savings Bank and
Savings Certificate in addition to other retailing functions).

Note: If the sub post office has branch offices in account with it, money

order transactions of the branch offices in account with it may be excluded.

Cost
I.

II.
ru.

IV.

V.
VI.
VII.

Full establishment charges on exclusive establishment of the office
In case of shared establishment, proportionate cost of that establishment
Cost of mail conveyance/ alc bag conveyance to the office, if through
MMS.
Fixed house rent in the case of rented building or assessed rent of the
office if it is in a departmental building, rates and taxes if any.
Fixed stationery charges of the office
Incentive paid to the staff for retailing and RPLI work etc.

2oh of the total cost worked out above towards indirect overhead charges

for running the post office.

Note 1:
For calculation of the cost of establishment charges, the average cost of the

time scale appointment or appointments or the actual amount of consolidated
allowance, including ad hoc increase should be taken into account. All allowances
such as DA, HRA, CCA admissible on the average cost should be taken into
account while calculating the establishment charges at items (a) of cost above.
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Revision of method for calculation of income and cost of Branch Post
Offices (BOsl by planning Division vide memo no 4O-L7lzOL5-Plg. Dated24th
August'2O15.

INCOME

Rural areas:
(a) 2 I 5tn of the value of all postage stamps and stationery (including service

postage stamps) sold at the office plus 20% (This represents income on

account of articles received for delivery).
(b) 7 l2ott', of the value of all postage stamps and stationery (including service

postage stamps) sold at the office (This represents income on account of

articles posted for dispatch).
(c) 3 l4tt of the postage collected on unpaid and insufficiently paid articles

delivered by the office.
(d) 1 /8tt of the postage due on unpaid and insufficiently paid articles posted

at the office.

Urban areas: For urban areas the income on the above items is worked out at
(a) - a3 ll20tn
(b) - 37 lL2otn
(cl-S /Ztn
(dl- s l42th
All Offices (Rural and Urbanf :

(e) 24o/o ofthe money order commission on money orders issued by the office.

(0 38% of the money order commission on money orders paid by the office.

(g) 2l5tt of the amount of commission realized on Indian Postal Orders sold

by the office.
(h) 2 /str, of the amount of commission that would have been reaJized on IPOs

paid at the office.
(i) Rs 63.74 per POSB (per Live Account per annum), Rs.9.67 (per Silent

Account per annum), Rs. 21.85 per Savings Certificate transaction and

Rs.24.88 (per Active Account per annum) for Wages Payment under
MGNREGA performed by the Branch Post Office subject to appropriate

change in future on pro rata basis as per change in per account of

reimbursement from the Ministry of Finance.

0) lo/o of the total income on other items (viz., postage, money orders, postal

orders, Savings certificates, etc.) towards other agency functions where

these are performed.
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cosr
(a)

(b)

(c)

(d)

(e)

(f)

Note-1:
In respect of Branch Post Offices which are not actually opened, but are at

the proposal stage, there would be no figures to represent the value of postage

stamps and stationery soId. In such cases,

against item (a) above, the value of postage stamps (including service postage)

borne by all classes of Inland and Foreign articles received for delivery and

against item (b) above, value of postage borne by similar articles posted for
dispatch shall be taken into account.

In respect of foreign mail articles value of postage should be assumed to be

the same as for corresponding classes of inland articles, notwithstanding the

actual postage affixed.
Note-2:

If the post office is a sub office, money order transactions of the branch

offices in account with it may be excluded.

Establishment charges of the office or if it is a combined office, charges

which are treated as its postal establishment charges for administrative
purposes (please see Note 1 below).

A fixed addition to the establishment charges (Rs. 49.50 for a sub-office).

Fixed house rent in the case of rented building or assessed rent of the

office if it is in a Departmental building.
Fixed stationery charges for the office.

213,a of the line establishment charges that are maintained solely for the

benefit of the office (see note 2 below)

5o/o of the total value of postage stamps sold at the office to cover cost of
printing of stamps, postcards, etc., cost of direction and audit.

Note-1:
For calculation of the cost of establishment charges, the average cost of the

time scale appointment or appointments or the actual amount of consolidated

allowance, including ad hoc increase, should be taken into account.

The pension and leave salary element equal to L2o/o and 117o respectively of

the average cost of the time scale of pensionable posts should be added.

All atlowances such as DA, HRA, CCA admissible on the average cost should

be taken into account while calculating the establishment charges at item (a) of

the cost above.
Note-2:

In cases where the line establishment is not maintained solely for the

benefit of a particular office, the cost of line establishment charges may be

proportionately divided arnong various offices served by the particular line in the

proportion of their distance from the place where the mail line emanates.
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RESEARCH BY THE PRESENT COMMITTEE

The Committee began its deliberations by considering whether the omnibus
formula for apportioning post office revenues should continue to apply to all
categories of post offices or be revised in the light of the implementation of IT 2.0.

In this regard, the Committee held a series of discussions and meetings-
on 20.02.2026 at Dak Bhawan, on 05.03.2026 through a virtual meeting, and on

23.03.2026 &,24.03.2026, O2.O4.2026, and 21.O4.2026 &' 22.04.2026 again at

Dak Bhawan-with all members and co-opted members. Revenue apportionment
is required primarily in revenue-generating sectors where portions of work are

distributed among various offices. The Committee is of the view that revenue

sharing may be carried out based on time factors and the equitable distribution
of revenue corresponding to the work performed at the BO level.

Further, citizen-centric services-viz. Aadhaar, AEPS, CLEC, DBT, DLC,

and IPPB-which are mainly incentive-based services, are currently excluded from
the apportionment of revenue to BOs. However, the Committee members are of

the opinion that a portion of the revenue (excluding the incentive paid to end

users) received by the Department from agency-based services may be

apportioned at the HO/SO/BO level. This formula is also applicable to the Circle

specific services also.

POSB Operations:
Various activities performed at BO/SO/HO levels have changed after the

implementation of IT 2.0. Most of the SB-related work is now being carried out in
ApT 2.0 at the BO level wherever, the account is opened at BO. Only voucher

checking and monitoring of proper accounting remain at the SO/HO level.

Therefore, in respect of BO account opening, the role of BO has become prominent

whereas the role of SO has been minimized compared to earlier workload of SO in
respect of account opened at BO. Based on the time factor, determined by the

work study team recently in APT 2.0 environment and incentive recommended by

small savings, the revenue share should be determined.

PLI & RPLI Operations:
The majority of PLI/RPLI work, such as indexing of new policy and collection

of premium, is being managed at the BO level through the DREAM app after the

implementation of IT 2.0. CPC at the HO level deals with the issuance of new

policies and various service requests related to PLI/RPLI policies. Therefore,

income sharing should be load based in respect of BOs/SOs and CPC of HOs.
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Mail operation:
In case of revenue sharing for mail operations, the committee has divided

the features under tuo categories.
The first one is purely mail related like booking and delivery of documents

/merchandize and parcel. In this regard, the committee referred the
memorandum note by Parcel Directorate in the meeting of postal service board
members held on 29.OL.2026 and examined whether the proposal can be applied
to other mail products or not.

And the second category involves other ancillary products/services like
eMOs & IPOs, sale of postage stamp over the counter etc. For the second part, the
committee discussed about the necessity in changing the earlier revenue sharing
model as per the requirement in APT 2.0.

Citizen-centric Senrices:
Most citizen-centric services such as Aadhaar, AEPS, CLEC, DBT, DLC and

IPPB-General Insurance and Circle specific local services are being carried out
up-to the BO level now-a-days. And so far as POPSK is concerned the transaction
for the same takes place mostly at H.O. and selected S.O. levels. Therefore,

revenue receipts by the Department for offering third party agency service will be

apportioned based on the time factor excluding the incentives given to the end

users.

Recommendation of the Committee on terms of References:-
(1) Existing nqrms for onening of Post oflices and i revlew

(a) At present, a BO can be opened if its projected income is at least

33.33% of its projected cost, in general. For hilly & Tribal areas, it should earn at

least 15 % ofits projected cost.
Considering the increasing importance of BOs, in providing last-mile

outreach for almost all products and services available via India post, committee

proposes that these ratios be revised. Revised norms are proposed to be 5O% for

general areas and,25oh for hilly and tribal areas. Retention of BOs should also be

based on similar Income to Cost ratios. Rationale behind this increase is explained

in the apportionment of revenue to BO-s, wherein the Committee has enhanced

the share of BO-s from almost all products & services.

The other norms related to distance and population would continue to be

governed by extant norms being revised from time to time.
(b) At Present, an SO must be self sufficient in terms of Income at the

time of opening. However, for retention, it is proposed that it earns at-least 5%o

profit. The Committee proposes that the norms may be retained as they are.

r/ 
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(c) At present, each District should have a HPO provided a minimum of

20 SOs can be attached to it. The Committee proposes, the norms may be retained

as they are.

l2l Review of income and Cost norms of Post Oflices in view of IT 2.O roll out.
The Committee decided that apportionment of revenue to Branch Post

Offices should be based on time factors rather than the customary method of

factorization or fixed portions of revenue.
The time factors are derived from the Work Study of Head Post Offices and

Branch Post Offices, undertaken to scientifically assess operational activities in
the APT 2.0 environment. The study aims to establish realistic workload norms

based on field observations and to facilitate rational manpower planning.
While calculating the revenue apportionment to the Branch Post offices

following points are considered:
i. Time factor as per activities performed under APT 2.0 environment after

implementation of IT 2.0
ii. Standardized time factors provide a realistic approach for revenue

apportionment to BOs
iii. Recognition of the effort by BOs while doing the last-mile delivery of the

postal articles.
iv. Equitable distribution of revenue.
v. Life-cycle of an account, a policy, a mail article booked and apportionment

of revenue in accordance with it.

Lifecycle approach of revenue apportionment
The lifecycle approach of revenue apportionment is a method in which the

total revenue from a service is distributed among different levels or units (such as

BO, SO, HO) based on the total effort contributed by each over the entire life of

that service, rather than focusing on a single transaction or stage.

In traditional systems, revenue is often assigned at the point where it is
booked or accounted for. However, most postal services are not one-time activities;

they involve a series of interconnected operations spread over time and across

multiple offices. The lifecycle approach captures this reality by identifying all

stages of a service-from initiation to completion-and measuring the time and

effort spent at each stage.
For example, in PLI/RPLI, the lifecycle of a Policy begins with proposal

booking, followed by policy issuance, and continues for many years through

monthly premium collections and occasional servicing requests. Although the

policy is issued at the HO, the majority of the work over time-especially premium

collection-is performed at the indexing office. Therefore, under the lifecycle
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approach, a larger share of revenue is attributed to BO for the poiicies of BO,

reflecting its cumulative effort rather than just the initial transaction.

Similarly, in POSB accounts, account opening is only one event, while
deposits, withdrawals, and other services occur repeatedly over the account's life.
Since, for the account opened at a BO, the BO handles most of these frequent
transactions, they receive a higher share of revenue, even though SOs and HOs
perform backend functions like CIF creation and verification.

In mail operations, the lifecycle includes booking, transmission, and
delivery. Instead of assigning all revenue to the booking point, the lifecycle
approach recognizes delivery as a distinct stage and allocates a portion of revenue
(e.g.,2Oo/o) to delivery activity, since it completes the service.

The key principle is: Revenue should follow effort over time, not just
point of origin.

This approach ensures:-

. Fair recognition of all contributing units.

. Alignment of incentives with actual work done.

. More accurate and defensible financial assessment

In essence, the lifecycle approach transforms revenue apportionment from
a static, transaction-based system into a dynamic, effort-based system, better
suited to complex, network-driven services like those in the postal domain.

POSAL REGARDING F REVENUE TO VARIOUS
OF POST OFFICES

1) POSB OPERATIONS:
The Share of income of a BO, SO, HO for a live account opened at BO is arrived
at by following lifecycle approach for an account. The frequencies of different types
of transactions are assumed reasonably and the proportion of time spent is used
in dividing the remuneration earned per live account per annum.

Accordingly, the proportion of time spent for an account opened at BO over

its lifecycle arrives at660/o at BO, 22 % at SO & 12 oh atHO. The calculation (based

on recent study-team workload report) is explained below:
. Account Opening at BO

Manual + Device-based operations:449 seconds
. Deposit Transactions

Average time per deposit = 178 seconds
Weighted lifecycle frequency (across SB, RD, SSA mix) :85
Total deposit lifecycle time = 15,130 seconds

Page 29 of 83



This component forms a major share due to high frequency and regularity
of deposits.

. Normal Withdrawals
Average time per withdrawal: 244 seconds
Frequency assumed = 50 transactions

Total withdrawal lifecycle time = l2,2OO seconds
. Account Closure at BO: 165 seconds
. Other BO Activities Includes:
. Mini statement
. Balance inquiry
. DTR generation
. Miscellaneous customer service
. Average lifecycle contribution = 94 seconds
. Total BO Time
449+ 15,130+ 12,2OO+ 165+94=31,656 seconds
. SO Time= 10,355 seconds

(CIF creation, CBS operations, high-value withdrawals, Finacle activities, etc.)
. HO Time = 5,710 seconds

(Primarily voucher checking and control functions)
. Apportionment on the basis of time taken:-

BO: 316561 47,72Ix 66 o/o

SO: LO3551721" 22 %
HO: 57LO47l 721* L2o/o

Thus, for accounts opened & maintained at SOs, the time taken would be

(66 + 221 o/o, i.e. 88% of total time associated with the process. For HOs, it would
involve entire IOO% of the effort.

Accordingly, following apportionment is proposed to various levels of
offices:-

HOBO soRemunerationAccounts Opened and
Maintained at (live AccountsJ

66% 220h l2o/oBO
12%88%SO
LOO%

Of Rs. 219.23
HO
(for Silent Accountl

50% 50 o/o
BO

50 o/o 50%SO
50%

Of Rs 33.61
HO
Savings Certilicate
BO

r2%88%SO
too %

of 73.92l NSC
KVP,
19.59/IVP

HO
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Considering the rnanagerial, supenisory and audit 6r, accouttts
lunctions in rnind., the committee proposes retention of 7oo/o reuenue Jrom
each level, utith the Circle as oaerhead cost,

2l PLIIRPLI OPERATIONS :

The revenue of PLI & RPLI operations is calcuiated as per FRR (Fixed Rate of
Remuneration) at the rate of 4 %o of PLI premium collection & 12 ok of RPLI premium
coliection. This income, recorded in the vertical as "Recoveries", is proposed to be

apportioned on the basis of life cycle of the products and consequent services, as

well as efforts at the back office towards Policy management, and other service-

related aspects.

At the Branch Office level, the activities primarily include solicitation and
booking ofnew proposals, as well as recurring premium collections throughout the
policy term. For a typical policy, the time required for processing a new proposal at
the BO level is estimated as 411 seconds. In addition, premium collection is a
recurring activity, and assuming a 2O-year policy with monthly payments, a total
of 240 premium transactions are carried out. With each transaction requiring 196

seconds, the cumulative time spent on premium collection amounts to 47,O4O

seconds. Thus, the tota-l time attributable to BOs comes lo 47 ,451 seconds over the
lifecycle of a policy.

At the Head Offrce level, the major activities involve centralized processing of
proposals and handling of complex service requests. The time required for
processing a new proposa,l at the CPC/HO levei is estimated at 1,496 seconds.

Furthermore, miscellaneous service requests-such as policy servicing, alterations,
ciaims-related processing, revival of policy and certain other non-routine
interventions-are assumed to require a total of 6,000 seconds over the lifecycle of
the policy. Accordingly, the total time attributable to the HO level is calculated as

7,496 seconds.

Based on the above, the total lifecycle time required for servicing a single PLI

policy is 54,947 seconds. In order to incorporate the role of Sub Offices, it is
assumed that SO-level activities-primarily supervisory, accounting, and support
functions-constitute a lump sum of 5% of the total lifecycle time' Accordingly,

2,747 seconds are allocated to the SO level.
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apportioned between Bos and Hos in proportion to their respective shares in the

original workload. Applyrng proportional distribution, the BO share works out to



approximately 45,078 seconds, while the HO share is approximately 7,122

seconds.
When expressed as percentages of the total lifecycle time, Branch Offices

account for approximately 75 % of the total effort made for collection of premium

for PLI/RPLI, 15 % for Head Offices, 10 % for SOs. Thus, the committee

recommends that income from UFRR" be apportioned as under:-

Premium Collected at RPLI PLI BO SO HO

BO Of L2o/o

Premium
Collected

of Of 4o/o of
Premium
Collected

75 o/o lO o/o l5o/o

SO 85% 75%

HO too%

Considering the mo;na,geria'l, superuisory and q.udit and. accounts

functions in mind, the committee proposes retention of 7O%o reuenue from
erl;ch leuelo utith the Circle as oaerhead. cost.

3) Mail Operations :

(A) Accountable Articles:-
The Committee considered apportionment of revenue on the basis of life

cycle of articles comprising of three stages:-

1. Booking activity - acceptance, processing, and revenue realization
2. Transmission- Hub to Hub Transportation and associated bag handling &

scanning.
3. Delivery activity - last-mile service and completion of transaction

All these activities are done in APT 2.0. For revenue purpose, it is proposed

that the apportionment is done as under:-

50 o/o to the booking Phase
5 oh to its origin (Booking) Accounts Office

20 % to the transmission phase (Hub to Hub)

5 o/o to its destination (Delivery) Accounts Office

20 % to the delivery phase.

This allocation is not based on life cycle of the product. Instead, it is based

up on the memorandum of Postal Services Board dated 29th January 2025 and

inputs received from Finance Members of the Committee.

From these apportionments, LO o/o from each level is to be retained as

'Overhead', involving Administrative & Supervisory activities at Circle Level.

For Return to Sender (RTS) Articles, the committee did not possess enough

data to propose a separate apportionment model. However, based on data

1

2
3
4
5
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collected through AW 2.O,later some apportionment can be done for attempted

delivery and associated handling.

(B) Unaccountable Articles:-

Proceeds from Sale of Stamps including Philatelic Stamps would be assigned

entirely to concerned office after deduction of 10% of value as overhead.

The Committee could not recommend any apportionment towards delivery

and transmission of such articles in absence of required reliable data. It is

expected that in future a data-driven ecosystem would be developed which would

allow monitoring of unaccountable articles comprehensively. That would enable

development of a model to apportion revenue to various levels through which such

articles pass.

(c) IOO% of postage collected on unpaid and insufficiently paid articles

delivered, may be apportioned to the concerned Office.

4l E-MO :

i. 60% of the value of the money order commission on e-money orders issued by

the office.
ii. 4oo/o of the value of the money order commission on money orders paid by the

office.
From these apportionments, lO % from each level is to be retained as

Overhead, involving Administrative & Supervisory activities at Circle level.

5) Citizen Centric Senrice:
As, CCS at BOs is being performed using the IPPB platform, thus, income

generated by that mode at BO level is handled in the subsequent stages of offices.

For activities at SO and HO, department earns scheme-specific

remuneration. The Committee proposes that 9Oo/o of such remuneration be

assigned to the concerned office and 10% to be retained as Overhead, involving

Administrative & Supervisory activities at Circle level.

6l IPPB Transactions:-
The present IPPB is commission-based model. 60 o/o of its income is retained

by IppB, 32 oh is distributed amongst end-users of DoP in the shape of incentive.

The remaining 8 % is the revenue of the Department'
The committee recommends that, out of this 8 %o, revenue for BO may be

fixed on the basis of IPPB transactions.
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The overall apportionment to the department and various levels is subject
to change based on the recommendation of the appropriate committee
constituted vide Directorate letter No. 1-3/2017-PBI dated 11.02.2026.

lYote-1:
For Branch Offices that have not been opened but are at 'proposal'stage,

projected income may be calculated as under-

Ar = Notional Income of the parent BO/SO
Gr : Area of the parent BO/SO
Gz = Area of the proposed BO/SO

Therefore, Notional Income of the proposed BO/SO, i.e. Az = A1 * (Gzl Grl

Proposal for calculation of Cost of various types of Post Offices:-

(Af For BO
(a) LOOo/o TRCA, Bonus, and CEA paid to GDS working only for the BO.

(b) In case the GDS is serving multiple BO-s, the TRCA, Bonus. And CEA is
to be apportioned proportionately.

(c) LOO% of other establishment charges incurred on behalf of the BO,

including Office Maintenance allowance (OMA) for office accommodation
(standards: Rs. 500/- per month & non-standard/rent-free
accommodation: Rs. 250/- per month, subject to revision from time to
time)

(d) Cost incurred for provisioning of stamps and inventories as well as

management of cash and mail arrarlgements are proposed to be recovered

from [ncome itself as "Overhead". Thus, no additional cost is being
imposed for such activities.

(3t The assessment & Linkase ofAnnual Revenue & activitv of
DoP with and Cost Calculation formula for Post Offices.
The apportioning of income and cost to various levels of post offices is strictly
notional. However, the proposed apportionment of income and cost may be

incorporated in AW 2.O, whereby ECR of any office can be computed from
the system.

l4l Additional observations and recommendations:
The committee holds that online transactions in POSB as well as PLI/RPLI
would keep on increasing in future, resulting in more & more deposits taking
place through various payment gateways directly to a central account. Under
such circumstances, a mechanism may be develo for apportioning

t

a.
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Revenue-Income from such mode to the Office where the business had

originated (i.e. Account had been opened or policy had been procured).

b. Creation of a data-enabled environment ensuring capture of required data

for income-cost distribution.
c. Extension of all postal products & services to BO-level to increase avenues

of income for BO-s so that they can become profit centres.

d. POP-SK centres at HO/SO-s require dedicated personnel and several other
resources to perform highly sensitive work. However, at present Department

receives reimbursement only for successful transactions despite equal

amount of effort & resources spent on rejected transactions. Therefore,

rejected transactions may also be recompensed to some extent.

e. Department of Posts has to open offices in LWE areas or to cover unbanked
areas irrespective of projected Income, thus disregarding the Income to cost

norms. To compensate these expenses as well as to meet the in-built
losses incurred by the BOs (due to their income being only 5O/ol25"h of
the costf, the committee proposes that the department may submit a
proposal for a budgetary corpus in the form of Viability Gap Funding to
Ministry of Finance to meet the Universal Service Obligations of the
DoP.

(sl Review of norms of BOs.

WORI$OAD ASSESSMENT OF BRANCH POSTMASTERS

1. INTRODUCTION

The assessment of workload of Branch Postmasters (BPMs) is a critical
administrative function, as it forms the basis for determining the Time Related

Continuity Allowance (TRCA) and ensures equitable distribution of work across

Branch Post Offices (BOs).

At present, workload assessment is carried out using a point-based system,

wherein different activities are assigned standardized points based on prescribed

norms. However, with the implementation of IT 2.0 I AW and the transformation

of postal operations into a transaction-driven, digitally monitored system, the

existing methodologr requires review and modification.
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2. Existing Point-Based Workload Assessment System
Current system assigns workload points based on predefined norms for

different activities. These norms, circulated vide Directorate letter no. 5-ll2OO7-
WS-I (Pt.) dated 16th December 2010, are-

2. 1 Activity-Based Norms
The major norms include:

. 1 point for 25 unregistered articles per day

. 1 point for 22 registered articles per month

. I point for 15 Money Orders per month

. 1 point for {900 stamp sales per month

. 1 point for t20,000 cash handled per month

. 1 point for 10 SB/NSC transactions per month

. 1 point for 10 RPLI transactions per month

. 1 point for 20 bills collected per month

. Fixed 14 points per month for administrative work

2.2 Met}:,.od of Calculation
. Data was collected based on quarterly averages
. Sample-based estimation was used for unregistered articles
. Total points were mapped to working hours. This system provided for a

simplified pro)qy for estimating workload, as under-
Points Work Hours
75 Up to 3 hours
100 3.5-4 hours
t25 4.5-5 hours

3. Proposed Time-B ased Workload Asse ssment System
3.1 Conceptual Basis

The proposed system assesses the workload of Branch Postmasters

(BPMs) based on the actual time required to perform each activity, expressed in
seconds. The time standards have been derived from a comprehensive Work

Study conducted by the Directorate, which captures:-
. Operations performed through APT 2.O I DREAM App
. Associated manual activities, including verification, documentation, and

record maintenance
Thus, the system ensures that workload reflects the complete operational

effort involved in each activitY.
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3.2 Activity-Wise Workload Components with Time Factors
The workload of a BPM is composed of multiple categories of activities. Each

activity is assigned a standard time (in seconds) based on empirical observation.

1Da r Wor
These activities are mandatory for initiating daily operations:

. Marking attendance - 27 seconds

. Changrng date stamp - 74 seconds

. Login in DREAM App - 26 seconds

. Day Begin operation - 8 seconds
Total Day Begin Time = 135 seconds/day

3.2.2 Counter Ooerations (Per Tran saction unless specified)

These activities involve customer interaction and system processing:

. Speed Post booking (Cashl - 239 seconds

. Speed Post booking (QR) - 246 seconds

. eMO booking (Cash) - 31 1 seconds

. eMO booking (QR) - 318 seconds

. COD Retail MO booking - 72 seconds

. e-Biller transaction - 23 seconds
Reports (daily where applicable)

.Item Report - 26 seconds/day

. MO Report - 23 seconds/daY

. e-Biller Report - 19 seconds/day

. Transaction History Report - 21 seconds/day

3.2.3 Bagsinq Manaqement (Per Workine Dav unless specified)

. Receiving of bag - 216 seconds

. Opening of bag - 25 seconds

. Bagging rePort - 79 seconds

. Closing of bag - 115 seconds

. Dispatch of bag - 42 seconds

. Bagging discrepancy - 66 seconds per occurrence

Total (routine daily bagging) = 477 seconds/day

3.2.4 Cash and StamP Manaeement
Cash Operations:

. Cash request - 37 seconds

. Cash remittance - 2O3 seconds

. Cash remittance report - 18 seconds

. Cash acknowledgment - 7O7 seconds

. Cash error update - 19 seconds

. Cash error report - 16 seconds
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Stamp Operations:
. Stamp request - 42 seconds
o Stamp acknowledgment - 34 seconds
. Stamp error update - 16 seconds
. Stamp sale - 66 seconds per transaction
. Stamp remittance - 22 seconds
. Inventory sale report - 18 seconds
. Stamp balance report - 16 seconds/day
. Cash balance report - 18 seconds/day
. BPM cash transfer - 26 seconds

3.2.5 Delivery Manaeement
. Invoicing of items - 17 seconds per article
. Sorting of items - 9 seconds per article
. eMO receipt/printing - 23 seconds per eMO
. eMO invoicing - 25 seconds per eMO
. Unreglstered postage due invoicing - 25 seconds per article
. Return handling (unregistered) - 20 seconds per article
. Return handting (accountable) - a3 seconds/day
. Window delivery - 71 seconds per article
. Delivery manifest - 18 seconds/day
. Reports - 22 seconds/day

3.2.6 CBS (Savines Bank Operations)
. Cash withdrawal - 244 seconds per transaction
. High-value withdrawal - 308 seconds per transaction
. Cash deposit - L78 seconds per transaction
. Account opening - 449 seconds per transaction
. Account closure - 165 seconds per transaction
. Daily transaction report - 18 seconds/day

3.2.7 PLr/ Operations
. Premium collection - L92 seconds per transaction
. Proposal indexing - 4ll seconds per transaction
. Service request indexing - 38 seconds per transaction
. Insurance report - 51 seconds/day

End Workin
. Counter account closure - 50 seconds
.F,CBlLiability - 29 seconds
. BO Daily Account preparation - 718 seconds
. Day End operation - 1O seconds

Total Day End Time = 8O7 seconds/day
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(a)

3.2.9 Mi ous Activities
. Provision for interruptions and ancillary plus all misc. works - 27OO

seconds/day
.In practical terms, ancillary work comprises essential but non-

transactional tasks that are not captured in APT/DREAM systems, such as

manual invoicing of articles in the Postman Book, cleaning and upkeep of the
Branch Office, assisting customers in filling forms for savings, insurance and

other services, and providing assisted doorstep services in rural areas. It also

includes handling routine interruptions like customer queries, coordination with
Account Offices, and resolving operational issues. These activities, though not
system-recorded, consume substantial time and are critical for the smooth

functioning of the Branch Office, and hence the provision ensures that workload

assessment reflects the full scope of effort involved.

3.3 Me of Workload
The workload is calculated as follows:

1. Data is collected for 1 month of each quarter;
2. Average is taken for 1 month;
3. Time, converted into points for miscellaneous works done in system

as well as manually, along-with time spent for marketing and

customer care;

4. Points less than 1750 (One Thousand, Seven Hundred and Fifty)

would signify TRCA level 1 , i.e. 4 hours'workload;
5. 1750 (One Thousand, Seven Hundred, and Fifty) Points and above

would signify TRCA level2, i.e. 5 hours'workload.
As per time-factors associated with APT 2.0 workload at BO can be assessed as

under: -

Remark
Total Avg.
Time (in
seconds)

Activity l}pe Name of Activitysl.
No.

Per working day27Day Begin
Activities

Marking of attendance
1

Per working day74Changing of Date StamPDay Begin
Activities2

Per working day26Login in "DREAM APP"
3

Day Begin
Activities

Per working day8Day Begin in "DREAM APP"
4

Day Begin
Activities

Per transaction239Booking of Inland Speed Post
Document/Parcel (by1Q ash)5

Counter
Operations

Per transaction246
A

Booking of Inland Speed Post
Document/Parcel (bV Q

6
Counter
Operations
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