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It has been four decades since neo-liberal
globalization set in motion the reshaping of world
economic order. During this time, the agenda of
liberalisation has decimated labour rights,
sacrificed local productions for multinational
supply chains, and privatised public assets at a
throwaway price apart from adopting a slew of
economic measures that have also affected
directly or indirectly the life of the working
class. The result today is a perverse regime
defined by the free movement of capital which
moves relatively effortlessly across international
borders even as the free movement of labour is
controlled by a sharp increase in income inequality
and steady narrowing of basic democratic and
trade union rights. Unfortunately, no matter
who comes to power and what promises are
made before the election, the same economic
policies are followed. In fine, the sovereignty
of the working class is replaced by the
sovereignty of global finance. This is the
challenge before the working class as another
May Day is knocking at our door.

This abridgement of democracy is usually
justified by political and economic elites because
the new economic policy ensures higher GDP
growth and indeed in many countries especially
in Asia the growth under the new economic
regime is much more than what it was in the
earlier dispensation. Unfortunately, such growth
scarcely benefits the bulk of the people and
leads to growth in income inequality pari
passu with GDP growth. This growth in income

OATH ON MAY DAY!

inequality is justified by the logic that growth
will lift all the boats in the tidal waves of
development even though some boats may rise
much more than others. Despite this, and other
cracks in the rising tide argument the narrative
that the neo-liberal policies would benefit all
remain acceptable for at least two reasons. First,
the so-called globalization has reportedly
contributed to the astonishing reduction of
poverty in China, a claim which was later
questioned. Secondly, a significant section of the
middle class did do well with opportunities expanded
due to the outsourcing of a range of activities by
the advanced countries particularly from India,
and to a rise in share of economic surplus caused
by languishing wages but increased productivity
aided by developments in automated technology.
The working people who were hurt by the neo-
liberal regime nurtured a fond hope that a high
growth rate would sooner or later trickle down
to them.

This hope was first dashed with the collapse of
the US Housing bubble in 2008 giving way to
protracted crisis and stagnation in the world
economy. The crisis is further accentuated by
the onset of the Covid pandemic followed by the
emergence of regional theatre of conflicts be it
in Ukraine or Gaza. We have pointed out earlier
that the sale of public enterprises at throwaway
prices and the shifting of the production base to
a lower-wage economy are two important
characteristic hallmarks of the neoliberal regime.

Edito
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Empirical studies have shown that the organized
trade union movement is more assertive in large
public sector enterprises and the rise of trade
union power is directly correlated with the growth
in the importance of the public sector. With
gradual dismantling of public sector enterprises
and shifting of production bases from high-wage
islands to low-wage terrain has effectively
compromised the striking power of the working
people worldwide and May Day this year will be
observed in that backdrop which of course
remains broadly static except for the resurgence
in the resistance movement albeit sporadically
in different parts of the world.

In order to break this cycle, it is essential that
a new government that would emerge as the
country has gone to its eighteenth general election
should not simply resume the old economic policies
that produce growing inequality, growing poverty,
and growing unemployment. There has to be a
decisive shift towards a robust welfare state
with revived public social services, public goods,
expansion of public enterprises, reversal of the
policies of bank privatization, precisely the
opposite road as prescribed by the global finance.
Quantitatively it has been estimated to be

feasible to ensure five justifiable economic rights
– the right to food, the right to employment,
the right to free health, the right to free publicly
funded education and the right to a decent old
age pension along with disability benefits. This
would require raising additional resources
amounting to around 7 percent of GDP which is
feasible.

The oath of the May Day in the current
conjecture is to ensure a decisive move towards
a welfare state measures that had been rolled
back during the ascendency of neo-liberal policies.
Politically this shift will be challenging.
Authoritarianism crushes the spirit of protest
by poisoning the mind though propagating the
doctrine of majoritarian rule. May Day calls
that this rise must be checked in India by such
democratic means as are still available. This is
the significance of May Day of 2024 in Indian
context. Common Bond extends its May Day
greetings to the entire membership and its
readers. Long Live May Day!

# March on comrades,
# NationAgainstPrivatisation
# BankBachaoDeshBachao

News REPORTS: INDIAN BANKS GRAPPLING
WITH SEVERE DEPOSIT SHORTAGE...By IndraStra Global News Team

According to the latest Live Mint report, Indian
banks are currently facing a significant challenge
as they grapple with the most severe deposit
shortage in the past two decades. Despite a surge
in credit demand, banks in India have struggled to
attract deposits during the financial year 2023-24.
Data from the Reserve Bank of India (RBI) reveals
a notable imbalance, with the credit-deposit ratio
reaching its highest level in over 20 years.

The credit-deposit ratio, standing at 80%, indicates
the proportion of a bank’s deposits that are being
utilized for loans. This ratio serves as a crucial
metric for assessing a bank’s liquidity and lending
capacity. The latest figures, covering the fiscal year

up to March 22nd, underscore the immense strain
faced by Indian banks in managing their deposit
base amidst heightened credit activity.

The escalating credit-deposit ratio signals a
growing reliance on loans to fuel economic
activities across various sectors. Notably, the
surge in loan uptake encompasses diverse
categories, including home loans and other forms
of consumer credit. Such trends suggest robust
demand from both individual borrowers and
businesses seeking financing for various purposes.

Analysts attribute the surge in credit demand to
several factors, including increased consumer
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spending, infrastructure development initiatives,
and government stimulus measures aimed at
boosting economic growth. However, the
simultaneous decline in deposit mobilization poses
a significant challenge for banks, as they strive to
maintain a balance between lending and liquidity
management.

The data underscores a broader concern regarding
the stability and resilience of India’s banking sector.
While robust credit growth is indicative of
economic vitality, an imbalanced credit-deposit
ratio raises concerns about the sustainability of
lending activities and the potential risks associated
with liquidity shortages.

Industry experts emphasize the need for proactive
measures to address the deposit crunch and ensure
the stability of the banking system. Strategies such
as incentivizing savings, enhancing deposit
mobilization channels, and fostering investor
confidence are deemed essential to alleviate the
strain on banks’ deposit base.

Moreover, regulatory authorities are closely
monitoring the situation to assess potential risks
and implement necessary interventions to
safeguard the financial stability of the banking
sector. The RBI, in particular, plays a pivotal role
in overseeing banking operations and
implementing prudent policies to mitigate systemic
risks.

In light of the current challenges, banks are
exploring various avenues to augment their deposit

base and mitigate liquidity pressures. Initiatives
such as offering attractive interest rates, launching
targeted marketing campaigns, and expanding
digital banking services aim to attract depositors
and enhance liquidity management capabilities.

However, addressing the deposit crunch
necessitates a collaborative effort involving banks,
regulators, policymakers, and stakeholders across
the financial ecosystem. A coordinated approach
focused on fostering depositor confidence,
promoting savings culture, and enhancing banking
infrastructure is crucial to restoring equilibrium
in the banking sector.

Furthermore, stakeholders stress the importance
of addressing structural issues within the banking
system, such as asset-liability mismatches, to
ensure long-term sustainability and resilience.
Strengthening risk management frameworks,
improving transparency and governance
standards, and enhancing regulatory oversight are
essential components of a comprehensive strategy
to fortify the banking sector against external
shocks and systemic vulnerabilities.

Looking ahead, the challenge of managing deposit
shortages amid burgeoning credit demand
underscores the imperative for continuous
innovation, adaptability, and resilience within the
banking sector. As India strives to sustain economic
momentum and navigate evolving global dynamics,
the resilience of its banking system remains a
cornerstone of financial stability and inclusive
growth.

ORGANISATIONAL ACTIVITIES

Circular No. 2024/09       Date:18.04.2024
Dear Comrades,

REPRODUCTION OF UFBU CIRCULAR NO: UFBU/2024/4
DATED 18-04-2024 BIPARTITE TALKS WITH IBA

NEGOTIATING COMMITTEE MEETING DATED 18.04.2024

DISCUSSIONS WITH IBA ON 18-4-2024
UFBU CIRCULAR:Further to the signing of the
Bipartite Settlement and Joint Note on 8-3-2024,
we have been reminding the IBA to continue the
discussions on other residual issues.  Today

afternoon, a virtual meeting was held between IBA
and UFBU.  IBA team was represented by Shri
Rajneesh Karnatak, (MD & CEO, Bank of India),
Chairman of the IBA’s Standing Committee on HR,
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Shri. S L Jain, MD & CEO, Indian Bank and other
Executives who are members of the Committee
and officials of the IBA.  UFBU was represented
by our constituent unions.

Ex-gratia for Pensioners:  The issue of
review of Ex-gratia payable to all pensioners was
discussed and it was agreed to continue the same
ex-gratia amount w.e.f. 1-4-2024 onwards for the
current financial year.  We have also suggested
that after the Balance Sheets of the Banks as on
March, 2024 are finalised and declared, the issue
can be discussed further.

We pointed out that for the pre-Nov. 2002
pensioners, the DA needs to be notionally taken
with 100% neutralisation for working out the
ex-gratia amount and urged upon the IBA to
suitably advise the Banks in this regard.

We also took up with IBA that the ex-gratia
payment can be extended to the private Banks on
the lines of the provisions of 12th BPS.  We have
urged upon the IBA to send a communication to
the Banks concerned.  The issue needs further
discussion.

Modifications and improvements in
PLI :  We suggested that the existing matrix

provided in the PLI formula may be modified and
improved upon.  IBA informed that the issue
requires thorough discussions and hence can be
discussed in the next meeting.

We also informed the IBA that some of the Banks
have not paid the difference in PLI amount for the
year ended 31-3-2023 based on the revised
emoluments paid after wage revision.  We have
requested the IBA to clarify to the Banks in this
regard.

Option for Resignees to join the Pension
Scheme:  We requested the IBA to advise the
Banks for initiating the steps to extend the option
for the eligible resignees to join the pension
Scheme as provided in the Settlement/Joint Note.

Residual Issues:  We requested the IBA to fix
up the date for discussing the residual issues
including the Medical Insurance and IBA agreed to
finalise the date and hold the meeting at the
earliest.

With greetings,

      Sd/-
(Rupam Roy)
General Secretary

CIRCULARS

07 dated 26th March, 2024 :  Reproduction of UFBU Circular No. UFBU/2024/3 dated
21.03.2024 on 9th Joint Note /12th Bipartite Settlement – Option for resignees to join pension

08 dated 30th March, 2024 : Tax on perquisite value of accommodation, W.P. No.14126/2008 in
the matter of AIBOC Vs. Union of India and Others

09 dated 18th April, 2024 : Reproduction of UFBU Circular No. UFBU/2024/4 dated 18.04.2024
on Bipartite talks with IBA on Negotiating Committee Meeting dated 18.04.2024

09A dated 19th April, 2024 : Reproduction of UFBU Circular No. UFBU/2024/4Adated
19.04.2024 Corrigendum to Circular No.UFBU/2024/4 Dated 18.04.2024 on Bipartite talks with IBA on
Negotiating Committee Meeting dated 18.04.2024
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JUDICIAL VERDICT

[2024 (180) FLR 220]
(SUPREME COURT)

J.K.MAHESHWARI and K.V.VISWANATHAN, JJ.
Civil Appeal No.6611 of 2015

November 6, 2023
Between

JYOTIRMAY RAY
and

FIELD GENERAL MANAGER, PUNJAB NATIONAL BANK and others

Payment of Gratuity Act, 1972-Sections 4 and 14-Punjab National Bank (Employees) Pension
Regulations 1995-Regulation 46-Denial of post retiral dues-Allegation of irregularities in granting
loans and cash credit facilities-Punishment of compulsory retirement-Appeal filed was dismissed-In
writ petition appellant only claimed benefits-During pendency the Board of Directors refused to give
employer’s contribution of provident fund-Learned Single Judge allowed the writ petition while denying
the pension as that was not in operation when appellant was in service-Appeal of the Bank was partly
allowed denying provident fund and gratuity due to loss to the Bank-Hence instant appeal-Held Bank
failed to prove the actual quantification of loss in the enquiry while dealing with the issue of forfeiture
of employer’s contribution of provident fund-While withholding the gratuity opportunity of hearing
was not afforded to the appellant –Order of Division Bench quashed and that of learned Single Judge
affirmed-Appeal allowed. [Paras 13 to 27]

JUDGMENT

J.K. Maheshwari,  J.-  Appellant, who was
compulsorily retired as Sr. Manager, was denied
the benefit of leave encashment, employer’s
contribution of provident fund, gratuity and
pension by the Punjab National Bank (hereinafter
referred to as the “Bank”). On rejection of his
representation by the authorities, a challenge
was made by filing a writ petition before the High
Court. The said writ petition was contested by
the Bank, taking the plea that due to irregularities
in granting loans and cash credit facilities under
the Credit Guarantee Fund Trust Scheme for
Micro & Small Enterprises (for short “CGTMSE”)
and otherwise in routine loans, loss was caused
to the Bank.

2. The background facts were that earlier, the
appellant was charge--sheeted on 16.10.2009 and
also served with a supplementary charge-sheet
on 20.11.2009. On submitting of reply by the

appellant, departmental enquiry was conducted and
the enquiry report dated 11.01.2010 was submitted
to the disciplinary authority who found him guilty
and vide  order dated 29.01.2010, penalty of
compulsory retirement was inflicted. The appeal
filed by the appellant was also dismissed by
appellate authority on 28.07.2010.

3. The appellant by filing the writ petition did not
challenge the order of compulsory retirement and
only claimed the terminal benefits i .e ., leave
encashment, employer’s contribution of provident
fund, gratuity and pension. In the meantime, the
review filed by the appellant before the appellate
authority was also dismissed on 06.01.2011. During
pendency of the writ petition, the Board of Directors
of the Bank vide resolution dated 20.12.2010
refused to give employer’s contribution of provident
fund to the tune of ` 8,80,085/- to the appellant.
Learned Single Judge vide order dated 03.04.2012
allowed the said writ petition in part and directed
the Bank to release the employer’s contribution of
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the provident fund as well as gratuity with interest
@ 8.5% p.a. and leave encashment in terms of
Regulation 38 of the Punjab National Bank
(Officers’) Service Regulations, 1979 (for short
“1979 Regulations”). It was also clarified that the
dues be calculated from the date of compulsory
retirement and be released within a period of eight
weeks from the date of communication. Learned
Single Judge denied the benefit of pension
because the appellant was not an in-service
candidate when the scheme for shifting to the
pension regime became operational.

4. On filing the Special Appeal by the Bank, the
Division Bench allowed the same in part
maintaining the order of grant of leave
encashment, but set--aside the grant of provident
fund (Bank’s contribution) and gratuity on the
pretext that by an act of the appellant, loss has
been caused to the Bank.

5. In view of the foregoing facts, grant of leave
encashment to appellant is no more res integra.
The appellant is not challenging the refusal to grant
pension as he was not an in--service candidate at
the time of change of scheme. The only question
that falls for consideration is whether the denial
of employer’s contribution of Provident Fund and
non--payment of gratuity to appellant because of
the order of compulsory retirement, as directed
by the impugned order, is justified or not?

6. Mr. Irshad Ahmad, learned counsel appearing
for the appellant contends that Rule 13 of the
Punjab National Bank Employees’ Provident Fund
Trust Rules (for short “P.F. Trust Rules”) gives first
lien to the Bank on the contributions made by it to
recover any loss, damages and liabilities which the
Bank may at any time sustain or incur by reasons
of any dishonest act, deed or omission or gross
misconduct by a member of the provident fund. It
is submitted that in the main charge-sheet or in
the supplementary charge-sheet, it is not alleged
that due to grant of loan under the scheme or in
other loans, any loss has been caused to the Bank.
In the report of enquiry, finding of loss having been
caused to the Bank has not been recorded. Learned
counsel contends that the Board of Directors
unilaterally passed a resolution which has rightly
been interfered with by the learned Single Judge.

7. Learned counsel contends that while reversing
those findings, the Division Bench has not assigned
any cogent reason or even discussed the issue. It
is also submitted that the Punjab National Bank,
Personnel Division, Head Office, New Delhi issued
Circular No. 1563 on 16.01.1997 having due
reference to the provisions of the Payment of
Gratuity Act, 1972 (for short “Gratuity Act”) and
payment under the 1979 Regulations. Explanation
to clause 14(1)(a) of the said circular makes it
clear that the gratuity is payable on termination
of service to an officer on completion of at least
10 years of service. It is clarified that the said
termination should not be by way of punishment
as dismissal or removal. Learned Single Judge has
rightly observed that Regulation 4 of the Punjab
National Bank Officer Employees’ (Discipline and
Appeal) Regulations 1977 (for short “1977
Regulations”) makes it clear that a dismissal of
an employee shall ordinarily be a disqualification
for future employment whereas removal from
service shall not be a disqualification for future
employment. It is also stated that no aggravating
circumstance of causing loss by appellant or
finding as to loss being caused has been recorded
in the enquiry. There was no quantification of loss
or damage. It is urged that on inflicting a penalty
of compulsory retirement after enquiry, ipso facto
would not result in forfeiture of the gratuity as
directed by the impugned order. Even otherwise
the forfeiture of gratuity affects the civil right of
an employee having adverse consequence which
cannot be directed in violation of the principles of
natural justice.

8. Per contra, Mr. Rajesh Kumar Gautam, learned
counsel for the respondent Bank argued in support
of the findings recorded in the impugned order
passed by the Division Bench and contends that
the normal retirement of an employee cannot be
equated with compulsory retirement inflicted by
way of penalty. Therefore, gratuity and Bank’s
contribution towards provident fund have rightly
been withheld by the order impugned. In support
of his contention, reliance has been placed on the
Full Bench judgment of the Punjab & Haryana High
Court in LPA No. 566 of 2012 titled UCO Bank
and others v.  Anju Mathur  decided on
07.03.2013. It is urged that the said judgment was
cited and relied upon by the High Court of Delhi
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in B.R. Sharma v. Syndicate Bank and others.
Learned counsel has also placed reliance on the
judgment of this Court in Canara Bank and
another v. Lalit Popli (Dead) through Legal
Representatives.

9. We have heard learned counsel for the parties
at length. The issue of payment of provident fund
(Bank’s contribution) and payment of gratuity and
its forfeiture are required to be analysed with
reference to the relevant provisions of the Act,
Rules, Regulations and the circulars issued by
the Bank from time to time. They are being
considered in the subsequent sub--headings and
the paragraphs.

GRANT OF PROVIDENT FUND AND WHEN IT
CAN BE FORFEITED:

10. Chapter IX of 1979 Regulations deals with
the terminal benefits. As per Regulation 45(1),
every officer shall become a member of the
Provident Fund constituted by the Bank and shall
be bound by the Rules governing such fund. The
Rules governing such fund are known as P.F. Trust
Rules. As per Rule 2 of the Trust Rules, the
contribution of the employee and employer shall
be deposited in the provident fund trust account,
which shall be a contributory provident fund.
Rules 13 and 14 whereof are relevant for the
purpose of this case and are reproduced as thus:

“13. The Bank shall have first lien on the
contributions made by it to the individual
account of any member together with interest
thereon or accretions thereto, to recover any
loss, damages and liabilities which the Bank
may at any time sustain or incur by reasons of
any dishonest act, deed or omission or gross
misconduct of or by such member.

14. In case where the Bank shall have first
lien as provided in Rule No. 13 above, the
Trustees shall on receipt of the resolution
passed by the Bank’s Board of Directors pay
to the Bank out of such member’s individual
account in the Fund, such portion thereof not
exceeding the Bank’s contribution to it, as the
Board might ask the Trustees to pay, and the
receipt of the Bank for any payment so made,

shall be complete discharge to the Trustees. In
the event of any such payment, the remaining
amount out of the Provident Fund balance shall
be paid to him. The recovery of such losses by
the Bank shall be limited to the extent of such
financial loss only.”

On perusal, it is clear that the Bank shall have first
lien on the contributions made by it to the individual
account of any member together with interest
thereon or accretions thereto, to recover any loss,
damages and liabilities, sustained any time by the
Bank or incurred by reasons of any dishonest act,
deed or omission or gross misconduct of the
member. It is further apparent that the Board of
Directors shall pass an order to pay the contribution
of the Bank which is in the account of fund to the
Bank to the extent of recovery of the loss, damages
and liabilities.

11. Let us apply the said Rules to the facts of the
present case in the context of the allegations made
in the charge-sheet dated 16.10.2009 and
supplementary charge-sheet dated 20.11.2009 to
consider the position that emerges.

12. It was alleged that while granting the loans or
extending cash credit facilities under the CGTMSE
or otherwise, due diligence of the procedure was
not followed by the appellant. In the charge--sheet,
it is not alleged that by such an act, the Bank has
suffered loss nor has the quantification of the
amount of loss been done. In the report of enquiry,
finding about loss being caused or quantification of
the amount of loss has not been recorded. The
contribution of Bank to provident fund was forfeited
as per resolution dated 20.12.2010 of the Board of
Directors based on the communication dated
19.11.2010 as referred by the learned Single Judge.
The said resolution refers that the Bank has suffered
a loss of  77.59 lakhs by an act of the appellant for
which the penalty of compulsory retirement
has been directed. However, the recommendations
were made for appropriation of the Bank’s
contribution of provident fund to the tune of
8,80,085/- and it was withheld from the provident
fund account of the appellant. By filing this appeal,
the appellant has averred and produced the report
of the internal auditor dated 27.7.2009 (Annexure
P-1). The said report was of the prior date, from
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the date of issuance of the charge-sheet. However,
relying on the said report, it is submitted that no loss
has been caused to the Bank. It is contended that
nothing is alleged towards loss in the charge-sheet.

13. In the counter affidavit to this appeal, it is stated
that the Report (Annexure P--1) was not part of the
record of the writ petition before the High Court and
without an application to take the additional evidence
on record, it cannot be read by this Court. On perusal
of the averments of the counter affidavit, the
existence of the report (Annexure P--1) has not been
denied by the respondents. In the finding of the
enquiry report, quantification of the loss caused is
not recorded. The resolution of the Board of Directors
dated 20.12.2010 is subsequent to the order of
penalty of compulsory retirement. Thus, prior to the
charge-sheet as per report of the internal auditor,
loss has not been reported to the Bank. Presumably,
it appears to us, for the said reasons in the charge-
sheet, allegations causing loss and quantifying the
amount of loss have not been specified. The Board
of Directors on the basis of information unilaterally
passed the resolution alleging loss of ` 77.59 lakhs.
Prior to passing the resolution, notice asking
response and opportunity was not afforded to the
appellant. In the facts as discussed, the unilateral
report cannot be relied upon by the Board of Directors
to deny the benefit of payment of employer’s
contribution of provident fund. In this view of the
matter, learned Single Judge was right in observing
that the Board of Directors has not afforded an
opportunity to the appellant on the issue of causing
loss or damage to the Bank, prior to the passing of
the resolution of appropriation of the contribution of
the Bank from the provident fund account of the
appellant. Moreover, in the absence of any allegation
in the charge-sheet about the quantifiable amount
of loss, the argument as advanced by respondents is
bereft of any merit. In view of the above discussions,
the findings recorded by learned Single Judge with
regard to payment of Bank’s contribution of provident
fund is equitable, just and is liable to be upheld,
setting aside the findings of the Division Bench.

PAYMENT OF GRATUITY AND WHEN IT CAN BE
WITHHELD:

14. Regulation 46 of Chapter IX of 1979 Regulations
deals with gratuity. The relevant extract of the said

Regulation is reproduced as thus:

“46. Gratuity:
46. (1) Every officer shall be eligible for

gratuity on:
a) retirement
b) death
c) disablement rendering him unfit for

further service as certified by a medical
officer approved by the Bank;

d) resignation after completing ten years of
continuous service; or

e) termination of service in any other way
except by way of punishment after
completion of 10 years of service.

15. In view of the above, an officer of the Bank
shall be eligible for gratuity on retirement; death;
disablement rendering him unfit as certified by
an approved medical officer; resignation after
completion of 10 years of continuous service or
termination of service after completion of 10
years except in a case if such termination is by
way of punishment. However, the said
Regulations are silent on the contingency as to
what would happen if an officer is met with a
penalty of compulsory retirement.

16. Further if we look at Section 4 of the Gratuity
Act, it elucidates the conditions of payment of
gratuity to an employee on termination of his
services. In particular, sub--section (6)
of Section 4 highlights the conditions when
gratuity can be withheld to an employee on his
termination. The relevant portion has been
reproduced as under:

" (6) Notwithstanding anything contained in sub-
-section (1)-

(a) the gratuity of an employee, whose
services have been terminated for any
act, wilful omission or negligence
causing any damage or loss to, or
destruction of, property belonging to the
employer shall be forfeited to the extent
of the damage or loss so caused;

(b) the gratuity payable to an employee shall
be wholly forfeited-
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(i) if the services of such employee have been
terminated for his riotous or disorderly
conduct or any other act of violence on his
part, or

(ii) if the services of such employee have been
terminated for any act which constitutes an
offence involving moral turpitude, provided
that such offence is committed by him in
the course of his employment.

17. The provisions of Gratuity Act make it clear that
forfeiture of gratuity may be directed to the extent
of damage or loss so caused or destruction of
property belonging to employer. In twin situations
where the termination is due to riotous or disorderly
conduct or involvement of the employee in a
criminal case involving moral turpitude, the gratuity
shall be wholly forfeited.

18. This Court in the case of Y.K. Singla v. Punjab
National Bank and others  while considering the
issue of interest on the late payment of gratuity to
a retired employee of Punjab National Bank held
that the payment of Gratuity Act will override the
Punjab National Bank (Employees’) Pension
Regulations, 1995 (for short “1995 Pension
Regulations”). While dealing with the issue of
recovery from gratuity under Regulation 46 or
withholding of pension under Regulation 46(2) of
the said Regulations, this Court in paragraph 22,
after referring to Section 14 of the Gratuity Act,
has held as under:

“22. In order to determine which of the two
provisions (the Gratuity Act, or the 1995
Regulations) would be applicable for
determining the claim of the appellant, it is also
essential to refer to Section 14 of the Gratuity
Act, which is being extracted hereunder:-

“14. Act to override other enactments, etc. –
The provisions of this Act or any rule made
thereunder shall have effect notwithstanding
anything inconsistent  therewith contained in
any enactment other than this Act or in any
instrument or contract having effect by virtue
of any enactment other than this Act.”

(emphasis supplied)

A perusal of Section 14 leaves no room for any
doubt that a superior status has been vested in
the provisions of the Gratuity Act vis--à--vis any
other enactment (including any other instrument
or contract) inconsistent therewith. Therefore,
insofar as the entitlement of an employee to
gratuity is concerned, it is apparent that in cases
where gratuity of an employee is not regulated
under the provisions of the Gratuity Act, the
legislature having vested superiority to the
provisions of the Gratuity Act over all other
provisions/enactments (including any instrument
or contract having the force of law), the provisions
of the Gratuity Act cannot be ignored. The term
“instrument” and the phrase “instrument or
contract having the force of law” shall most
definitely be deemed to include the 1995
Regulations, which regulate the payment of
gratuity to the appellant.”

19. In view of the above, it is apparent that the
provisions of the Gratuity Act have superiority
over all other provisions of Regulations.

20. The Bank harmonizing the provisions of
Regulation 46 of 1979 Regulations and the
Gratuity Act issued Circular No. 1563 on
16.01.1997 through its personnel division. Therein
harmonizing the Regulations with the provisions
of the Gratuity Act and in clauses 8 and 14 of the
Circular, the instances as to when gratuity could
be forfeited, have been specified. Those clauses
are relevant and have been reproduced as under:

“8. FORFEITURE OF GRATUITY UNDER ACT

The gratuity payable under the Payment of
Gratuity Act, is liable to full or partial forfeiture
under different circumstances. Section 4(1) of
Payment of Gratuity Act deals to payment of
gratuity whereas section 4(6) of the act deals with
forfeiture of gratuity. Section 4(1) reads as under:

Gratuity shall be payable to an employee on the
termination of his employment after he has
rendered continuous service for not less than five
years:

a. On his superannuation, or
b. On his retirement or resignation, or
c. On his death or disablement due to

accident or disease.
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Provided that the completion of continuous service
of five years shall not be necessary where the
termination of the employment of any employee is
due to death or disablement.

Section 4(6) provides as under:

“Notwithstanding anything contained in sub-
section (1)

a. The gratuity of an employee, whose
services have been terminated for any act,
wilful omission or negligence causing any
damage or loss to, or destruction of, property
belonging to the employee, shall be forfeited
to the extent of the damage or loss so caused;

b. The gratuity payable to an employee may
be wholly or partially forfeited.

I) If the services of such employee have been
terminated for his riotous or disorderly
conduct or any other act of violence on his
part, or 

II) If the services of such employee have been
terminated for any act which constitutes an
offence involving moral turpitude, provided
that such offence is committed by him in the
course of his employment.

14. PAYMENT UNDER OFFICERS SERVICE
REGULATIONS

Rules relating to payment of gratuity of officers
staff have been laid down under Regulation 46 of
PNB Officers Service Regulations, 1979 which is
as under:-

I) Every officer shall be eligible for gratuity
on:

(a) Retirement, (b) death (c) disablement
rendering him unfit for further service as
certified by a medical officer approved by the
bank, or (d) resignation after completing ten
years of continuous service or termination of
service in any other way except by way of

punishment after completion of 10 years of
service.

Explanation: We have to clarify that gratuity
may be paid in case of termination of service,
subject to the condition that the officers has
put in at least 10 years of service with the
bank and provided that the termination is not
by way of dismissal or removal from service
as punishment.

(II) The amount of gratuity payable to an
officer shall be one month’s pay for every
completed year of service, subject to a
maximum of 15 months’ pay:

Provided that where an officer has completed
more than 30 years of service, he shall be
eligible by way of gratuity for an additional
amount at the rate of one half of month pay
for each completed year of service beyond
thirty years.

Pay for the purpose of gratuity in case of officer
shall mean basic pay only. While calculating
gratuity, that part of PQA & FPA drawn by an officer,
which rank for superannuation benefit, shall also
be taken into account.

Note: If the fraction of service beyond completed
years of service is six months or more, gratuity
will be paid pro--rata for the period. In this
connection, we have to clarify that for the purpose
of calculating gratuity, the number of days, beyond
6 months period is also to be taken into account.

On a combined reading of the provisions of
the Gratuity Act, 1979 Regulations and the
circular, it becomes clear that the gratuity shall
become payable to every officer on retirement,
death, disablement or on resignation except in a
case of termination of service in any other way, by
way of punishment after completion of 10 years of
continuous service.

21. At this stage, it is relevant to refer to the
provisions of 1977 Regulations. Regulation 4 of the
said Regulations specifies major penalties: -
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 “Major penalties :
(f) ……..
(g) ……..
(h) Compulsory retirement;
(i) Removal from service which shall not be a
disqualification for future employment;

(j) Dismissal which shall ordinarily be a
disqualification for future employment.”

The explanation to Regulation 4 under the
heading “Major Penalties” specifies some of
the situations which shall not amount to
penalty within the meaning of this Regulation.
As those conditions are not relevant for the
present case, they are not being referred to.

22. Under Regulation 4 of the 1977 Regulations,
the compulsory retirement of an officer is a major
penalty. The explanation as given in clause 14(1)(a)
of the said Circular clarifies that in case of
termination after at least 10 years of service in the
Bank, if such termination is not by way of
punishment as dismissal or removal, the gratuity
may be paid. In the said explanation, the denial of
gratuity to an employee, who is inflicted with the
major penalty of compulsory retirement, has not
been included. Therefore, the gratuity is payable
to the appellant under the 1979 Regulations in
terms of the explanation under the said Circular.
Even otherwise, if we see the provisions of
the Gratuity Act, gratuity can be withheld in case
of damages or loss so caused or destruction of
property belonging to the employer or otherwise
where the termination of service is due to riotous
or disorderly conduct or due to criminal case
involving moral turpitude.

23. The facts of the case at hand are not a case of
riotous behaviour of appellant or his involvement
in any criminal case. As discussed hereinabove,
while dealing with the issue of forfeiture of
employers’ contribution of provident fund in the
enquiry report, no finding regarding causing loss
to the bank or on quantification of the amount of
loss has been recorded.

24. While passing an order of withholding of

gratuity, opportunity of hearing has not been
afforded to the appellant. In this regard, the
judgment of the Full Bench of Punjab & Haryana
High Court in UCO Bank (supra) is relevant,
wherein the Full Bench has duly considered the
issue of forfeiture of gratuity and the relevant
paras of the said judgement are reproduced as
under:

“22…. No doubt, in the charge--sheet as many
as 24 accounts are mentioned where the
respondent had given loans or other financial
accommodation either beyond her powers or
without obtaining proper securities. That would
show that certain accounts were overdrawn.
Even the operation of these accounts was not
satisfactory. However, whether the appellant--
Bank ultimately suffered loss and what was the
actual loss is not reflected. No doubt, the
irregularities committed by the respondent
may have exposed the Bank to such losses.
However, that is entirely different from loss
having been actually suffered by the bank.
Even if some accounts became bad and the
Bank had to file suits for recovery concerning
those accounts against the defaulting parties,
that would not automatically lead to the
conclusion that the loss/damage has been
suffered. It is possible that Bank is able to
recover full money in those proceedings.
Whether that happened in fact or not and
whether loss is actually suffered or not is not
discernible from either the charge--sheet or the
enquiry report.

23. It is for this reason that it was incumbent upon
the appellant--Bank to mention specifically about
the actual loss having been suffered, if it suffered,
in the show cause notice itself with particulars of
that loss in order to enable the respondent to meet
the same. That has not been done even in the final
order. Though the figure of 4 crores is given, in
the final order, even that is not substantiated by
giving particulars thereof. We are, therefore, of
the opinion that the show-cause notice or the final
orders passed, forfeiting the gratuity, do not meet
the legal requirements and have to be set aside.”
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25. In the facts of the present case, the said
judgement squarely applies looking to the situation
wherein the quantification of loss has not been
proved in the enquiry. Even otherwise, prior to
passing of an order of forfeiture of gratuity,
opportunity of hearing has not been afforded to
the appellant. We acknowledge the view taken by
the Full Bench in the said judgment and reaffirm
the same.

26. The counsel for appellant also relied upon the
judgement of B.R. Sharma (supra), in which the
riotous behaviour of the employee was found
proved. However, the said judgment does not apply
in the facts of the present case. Similarly, reliance
was also placed on the case of Canara
Bank (supra) wherein as per the Regulations of
the Canara Bank, the withholding of the amount
of gratuity to the extent of loss caused was
permissible. In the facts of the present case and
contents of Regulations and Circular of the
Bank, the said judgment being distinguishable, has
no application. The learned Single Judge has

correctly observed that as per the 1977 Regulations,
compulsory retirement; removal from service which
shall not be a disqualification for future employment
and dismissal which shall ordinarily be a
disqualification for future employment are distinct
and separate punishments. The act of forfeiture of
gratuity is not envisaged in the present case as the
provisions are silent on the aspect of forfeiture in
case of compulsory retirement. As per Circular No.
1563 dated 16.01.1997 of the Bank, in our view, the
Division Bench erred in reversing the judgment of
the learned Single Judge.

27. Therefore, taking a wholistic view of the 1977
Regulations, 1979 Regulations, Circular dated
16.01.1997 and the facts on record, we are of the
view that the present civil appeal deserves to be
allowed. We affirm the findings of the learned Single
Judge and set--aside the judgement rendered by the
Division Bench. The appeal is allowed. No order as
to costs.

Appeal Allowed.


