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Shri Pradyurnn (Janoashanker Mehta, 
dult, Occupaticn Pensioner, 

Residinj at 0-27 Navanath Nagar, 
aroda - 390 015. 	 .... Petitioner. 

1nien of India, 
epre5entad by Secretary, 

iinistry of Railways, 
Gvernment of India, 
L'Jew belhj. 

eneral Manager, 
Jestern kailway, 
hurcbcate, Bombay, 

ivisionci. Railway Manager, 
aroda r:ivisicn,  estern Railway, 

	

Pratapnagar, Oaroda. 	. . . . . 	Re- -id nt:, 

27-3-1990. 

1 	-•e, 	 r ..  

: - retd (with effect from 

icant was last serving as Rai1i: 

tation superintendent at Ankle- shwar in Barode 

tvision of Western Railway. He has questioned 

he nondisbursement to him-of a sum of Rs.3740.:, 

he death-cum-retirerne.nt ratuity atount, whi: 

sponcnts kept in deposit and oral and writ 

:uests made to Resy)ndent o.3, the L.R.M. 3ii 

ivis ion, went unheeded end the L.R.M. allegedly 

nor replied his two 1etter 

	

586 	Even the notice datd 

.11.86 from his advocate went unheeded. 

plicant therefore seeks direction to the 

apint.mmdiat'l 	ith 
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18% increst from 1.1.86 upo the date cf 

disbure::rnnt and Re. 1000/- in costs of the suit. 

It is to be especially noticed that a 

cheque for As. 62642.95 as terminal benefits was 

sent to the aplicant under a covering note. In 

this note, the total amount due for payment to the 

applicant is mentioned as Rs. 100048-45 from which 

Re. 37405-50 (oqul to the DGRG, as shown in the 

note) having been kept in deposit, cheque of 

Rs. 62642-95 only was sent to the apolicant. T.xcept 

for this covering note with the cheque, no other 

intimation to the applicant that the bORG amount is 

not to be diecursed to him and reasons for the Same 

and asking the applicant to show cause against it 

is on record of the case. Applicant's 

representation dated 3.3.86 addressed to r.L.C.S., 

daroda says that he had received the cheque and 

the covering note on 4.1.1986 and as even till date 

the amount taken in dopes it was not released, he 

made the repros ontation. Fo1. owed another 

rfeores:ntatien dated 3.5.1985 and Advocates notice 

dated 9.12.1986 to the Gcneral Manager, Vilestern 

Railway. 

3. 	Paras 6.4 to 6.13 of the application 

which inter-al ia level serious allegations like : 

"nothing as a reason has been informed to the 

pp1icant uptil now", "nothing pertaining to such 

deposit and its calculation hes been informed to 

the applicant," the "amunt deducted without any 

knowledge and, reason" shared with the apglicant 

"the respondent No.3 did not have courtesy to 
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acknowledge the letters ryan, 1 .ave alene replying 

to them and performing the legitimate duty of return 

of the amsunt so arbitrarily deduc ted" have been 

answered by the responcbnts with bald facts and no 

explanation for the alleerd acts f omissien and 

cemmiss ion y saying that iCRG ameunt was retained 

in cb:Ooeit as the 1JC, under his reference letter of 

21.2.1986 incorporating note dated 11.2.1986 of 

Commercial Inspector () sent tnrough him, a4vised 

that debit amount of 	49940/- is outstanding at 

.HLnkleshwar against th a applicant and • . settl ement 

shsuld keep Rs. 50,000/- as deposit till further 

advice from the debit section. In view of this 

advice, the Commercial s-epartrnent kept in deposit 

the LCEG amount against railway claims. The amount 

thus kept in deposit wa.s released on 16.10.87 after 

deducting Rs. 7390/- towards rent, cess charges, 

traffic debit and Electrical charges. l'ha applicant 

is not entitled to any 	the reliefs claimed. L%-ie 

reply shows that the ?.cspsndcnts are under the 

impreesi n that the applicant couldget enly as much 
gave 

5 rom th retiral benabits as they gave, and when they / 

end the rssprncents net owino any duty to clarify 

or reply to the applicant much lass give opportunity 

to the applicant to sh, w cause be fore withholding 

Lam him his rightful r.tirul honf its. 

4 • 	Pare 4 of the as ely f the ass penã ants shews 

that Rs. 30,015-50 paisas from the amount kept in 

deposit wO.E released for payment on 16.10.1987 after 

recovering (i) i.s • 9-05 towarc S rent from 1.1.86 as: 



s.1-35 Paisas twards cess charges 

ic period, (iii) Rs. 249-60 caisas 

:trical charges nd (iv) Rs. 7130 towards 

it as per LRM's order and br,LPIs note 

dated 15.10.37. iven if the recovery of the amount 

towards the first. three items adding upta Rs.260 

without notice is ignored as the same rcflects 

applicants * undisputed commitment to pay being 
of 

connected with his occupation/the railway quarter, 

the fourth item invlving an amount of Rs. 7130 

continues to be retained against traffic debits. 

Thus keeping in deposit Rs. 37,145.50 paisas 

(Rs. 37405.50 paias of bORG reduces by Rs. 260 

bninj the amount of rent, cass and electrical 

charges) upta 15.10.1987 and Rs. 7130 thereafter 
reriains 

also / the subjct matter of dispute. 

We heard the learned counsel for the 

ap licant and the respondents and perused the 

record. 

The learned counsel for the applicant 

argued on the arithmetical nature of the covering 

note and absence of any proper intimation, order or 

concrete steps on the part of the rspondents to 

£ ix any responsibility on the applicant for any 

misconduct or ngligonce which miht have resulted 

in any financial loss to the Railways and that the 

oh'ekioo step of keeping in deposit the larg sum 

of bCG without sufficient explanation or prior 

intimation to the applicant is not permissible 

under the law and rules and is violative of the 
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principles laid down oy the Supreme Court in A.I.R. 

1995 S.C. 356 (State of Kerala Vs. M.Padrnanabhan 

Nair), infra, and the respondents must pay the 

penalty for their illegal acts. 

7. 	Mr. Shevde, learned counse.l for the 

resp ndents, while urging the p1 eadings submitted 

that there is a background of correspondence between 

the applicant and Railway dministration with rgard 

to the deJ:its. He, however, admitted that the 

written reply makes no reference to such background 

corrosperncence to justify keeping the. DCRG amount 

in deposit but relies only on the intimation from 

Commercial Inspector (1)) sent through the LCS as 

justification for the Respondents' action. There 

is no averment that the applicant was at fault for 

which responsibility fixed cr sought to be fixed in 

accordance with law and rules and he asked to show-

cause. Even after more than fmur years after his 

retirement till date, no responsibility has been 

fixed on the applicant and no disciplinary proceedings 

taken against him despite which a sum of Rs. 7130 

continues to be retained in deposit for which the 

reason mentioned is "towards traffic debit as per 

DRM's order and Sr.LPD's note datccl 15.10.1987". 

It is not ev:n averred or submitted by the 

respondents that the applicant has been furnished 

U 

th a cow of this order and Sr.DPu's note for 

S informatiTn about the reasons or that the 

M's order was issued after hearing the applicant. 



8. 	In order to avoid delay in preparation and 

finalisation of pension papers a monitcrinj system 

with specified time schedule for completinj various 

steps for timely sanction of pensicnary ben sf its has 

b:fl laid down in Government instructions. The 

preparaticn of pension papers is required to be 

initiated two years before the date of retirement 

and the officer responsible for issuing the pension 

payment order is required to issue the same including 

the order of payment of LCRG not later than one month 

in advance of the date of retirement. The case law 

on the subject of timely payment of all retiral 

:cne fits and the Compensation to the retiring ernpl c•yee 

in case this has 	happened because of the 

negligence and absence of diligence of the employer 

is well settled. in D.S. Nakara & Ors. V/s. Union 

cf India and urs., 1983 S.C.c.(L&S) 145, the Supreme 

Court held that 'Pcnsicn is neither a bounty nor a 

matter of grace depending -upon the sweet will of the 

employer, nor an ax gratia payment. It is a payment 

for the past service- rendered. Law is also settled 

about the need for making timely payment cf retiral 

benefits. In State of Kerala and .)thers. Vs. 

M. Padrnanabhan Nair, Supra, rslicd upon by the 

applicant, there was delay by nonpruduction of last 

pay certificate and no liability certificate from 

the cmcorned departments which resulted in delay in 

sanction of pension and gratuity. The bupreme Court 

held thus on the nature of pension and gratuity and 

how culpable delay in their disbursement is to be 

viewed: 
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Ension and gratuity are no longer any 
bounty to be distributed by the GovernmEnt 
to its employees on their retirement but 
have become, under the decisions of this 
Court, valuble rights and property in 
their hands and any culpable delay in 
settlement and disbursement thereof must 
be visited with the penalty of payment of 
interest at the current market rate till 
actual payment. 

Since the date of retiremEnt of every 
Government servant is very much known in 
advance we fail to appreciate why the 
process of collecting the requisite 
information and issuance of these two 
Eocumcnts shculcl not be completed at least 
a week before the date of retirement so 
that the payment of grabuity arrount could 

S be made to the Government servant on the 
date he retires or on the following day 
and pension at the expiry of the f o llowing 
month. The necessity for prompt payment 
of the retirement dues to a Governirent 
servant immediately after his retirement 
cannot be over emphasised and it would not 
be unreasonable to direct that the liability 
to pay penal interest on these dues at the 
current market rate should commence at the 
expiry of two months from the date of 
retirement. U  

In view of the rules on timely payment of retiral 

bone fits and the Supreme C :urt dec is ions that the 

administration is answerable for any inordinate 

delay, it is for the respondents to 

satisfy us that their keeping from the DdRG amount 
sum 

a /of Re. 37145-50 ps. in deposit to begin with and 

Re. 7130 from that amount from 16.10.1987 onwards 

was lawful. 

9. 	ifl view of the contention of the respondents 

that there being utstanding debit against the 

applicant due to which the bORG amount was taken in 

deposit, we referred to the rules on the subject. 

According to Rule 323(I) of Manual of Railway Pension 

Rules 1950 (corrected upto let September 1969), a 



claim against a Railway servant may be 	on 

account of: (a) losses (includin short collection 

in freight charges shortage in stores) caused to 

the Government as a result of negligence or fraud 

on the part :f the Railway servant while he was 

in service; (h) other Government dues such as 

overpayment on account of pay and allowances, or 

admitted and obvious, dues such as heue rent, Post 

ffice Life Insurance premia, outstanding advance, 

etc.; and (c) non-Government dues. 	cording to 

sub Rule 323(iii) of Pension Nanual, sanction to 

pensionary benefits sh - u1d not be delayed rending 

recovery of any outstanding Government dues and if, 

at the time of sanction, any dues remain unassessed 

and unrealized, the- prescribed course of action has 

t0 be adpted. Th prescribed course in recard to 
claims 

ooh/figures in (a),(b) and (c) of para 323 and 

provides for taking soiitable cash deposit frcm the 

Railway servant or holding over only such portion 

of the daath-cum retirem ::nt gratuity as may be 

cnsidered sufficient over till the utstanding dues 

are assessed and adjusted with regard to claim of 

the type (a) mentioned above. Clause (b) of subpara 

(iv) or para 323 says that effrts should be made 

to assess and adjust the recoverable dues within a 

period of 3 months from the date of retirement of 

the Railway servant and presumption that there is 

no claim against a Railway servant arises if none 

is made after his retirement within the period of 

15 menths, if commercial debits are involved and 

6 months, if cmmercial debits are not involved. As 

the applicant was last working as Railway tation 
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Superintendent at Ankleshwar Railway Staticn, we 

also referred to Indian Railway Commercial Manual 

to understand the system of railway debits, 

According to para 2703 of this Manual, Railway 

station debits arise as a result of thternal checking 

in the fraffic Accciunts Dffice of the various returns 

submitted by the railway station and also as a 

result of the examination of accounts by the 

Inspector Station ceunts during his inspection at 

the railway station. These reveal mistakes like 

error in chargine fare or freight, short remittance 

of cash, base coins, or other cuses, involving 

aoparent financial loss to the railway revenues and 

the amounts so identified have to be debited in full 

t the btation responsible by means of an error 

sheet. All such error sheets have to be taken to 

deit side in the taticn balance sheet of the 

month in hand and if not fully adjusted or paid by 

the close of the month, the unadjusted or unpaid 

amount has to be Shown as outstandjn:j in the station 

balance sheet, Acccrding to provisions in Para 2709 

of the Manual, they are 'payable by the person 

through whose fault it has been incurred". In the 

same rule, duty is placed on Station Master to 

thoroughly check the error sheets or debits with the 

connected initial dccumnts and, in case the debit 

is admitted, to detErmine by whm the am:unt is 

payable. For abmitted debits against persons still 

working at the station, the employee concerned has 

to ,Ave it in writing whether he proposes to clear 



the debit by cash payment or agrees to a deduction 

threucjh his salary bill. If the- staFf is since no 

longer at the station, the Statin Master has to 

ensure that the responsibility is fixed against 

the correct person. If debiLs are objected to, 

detailed reasons are required to be given in 

suopo rt enclosing copi cs of suppc rting dc cuments, 

if any. Jhjccticns from tatinns can be, according 

to para 2714 of the Manual, entertained uptc a 

period cf two months; from the date f receipt of 

the error sheet at the railway station. Para 2734 

cf the Manual which lays down the procedure of 

recovery of debits from staff leaving service is 

relevant in the case before us. This para is 

reproduced below; 

"2734. Recovery of debits from staff 
leaving service. - hen any member of 
the staff is retiring; from or otherwise 
leaving service, all debits outstanding 
in the ste Lion hooks, whether admitted 
or objected, pertaining to such staff 
should be listed in triplicate furnish-
ing full details of the outstanding 
:ebits,one py li such    
debits should be submitted each to the 
Traffic Accounts Dffice and the Livisioal 
Cornmarial uperintend.ent for arranging 
recovery, wherever due, from the settle-
mont dues of the staff concerned, and the 
third copy retained as Station record." 

10. 	From the eb:ve outline of the. rules is 

clear that it is not the station Master who is to 

he hld responsible -F r the debits raised against 

his station staff unless the debits arose because 

of the station master's own errers • The Otaticn 

Master is charged with the responsibility of 

reeeiving error shets and to proceed in the 
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prescribed manner to check and determine by whom 

in his staff the amount of the debit is p'ab1e 

and t: take prescribed measures to arrange to 

recover the same from the concerned. Debits thus 

have to be linked by the station master to the 

concerned meitoer of the staff responsible and when 

such merroer of the staff is retiring or otherwise 

leaving service, stops in accordance with para 2734 

(supra) have to be taken. In railway hierarchy, 

Static.n Superintendent is irnmed iately superior to 

the tatien Master and could therefore normally not 

be directly responsi:ole for action Ln error sheet 

and taking the debits tc the concerned staff. Also, 

as Station Superintendent, he Sh - uld normally not 

he required to directly perf-erm such duties as are 

performed by railway station staff in the course of 

which may occur errors giving rise to error sheets. 

This 	the understanding emerging from the 

rules to which we referred to in order to understand 

the orobable situation in the face of Sc en 	light 

thrown by the parties. 

The respondents have to strictly 

clarify how, in such an hierarcheal arrangement 

and the rules, the Station Superintendent came to be 

personally held responsible for any outstanding 

de its. We are of the view that the respondents 

have miserably failed to do so. 

11. 	Law is undoubtedly settled (Lelhi Cloth 

& (Jeneral Mills Co. Ltd. V/s. Its orkmen, AIA 1970 

SC 919) that employer can forfeit an amount equal 
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to the loss directly suffered in consequence of 

the misconduct or negligence of the employee. 

ailway rules, supra, contain provisions enabling that 

is equally settled that the enabling provisions 

in this regard cannot be invoked without giving 

opportunity to the employee to show cause which 

becomes even more necessary in this case in view of 

the rules stated above and the position emerging 

from them. b.otiral benefits are held to be, in the 

case law supra, valuable rights and property of the 

retiring employees. It should therefore be evident 
depriving 

that these rights are infringed byetiring employee 

the 	 of retiral benefits wholly or partly, 

for a questionably long time, except when the 

retirine employee himself is to be blamed for delayinc 

settlement (about which there is no averment or 

allegation in the case before us and the applicant 

was in fact submitting representations which eLcied 

no reply as stated earlier). 

in State of •Jrissa Vs. Lr.(Niss) Sinapani Lei and 

others.(A.I.R. 1967 s.C. 1269) in which an 

administrative order involving civil consequnc es 

was issued without sufficiently complying with the 

principles of natural justice, the Supreme Court 

observed 

"It is true that the order is administrative 
in character, but even an administrative 
order which involves civil consequences, as 
already stated, must be made consistently 
with the rules of natural justice after 
informing the first respondent of the case 
of the State, the evidence in supsort 
thereof and after giving an opportunity to 
the first rasp n'ent of being hoard and 
meeting or explaining the evidence." 



-14- 

appi ied 
The above ratio wa/by the Supreme Court in State of 

Punjab Vs. K.R. Erry (A.I.R. 1973 .C. 834), a case 

involving cut in pensions, without giving reasonable 

opportunity to show cause. The Court observed in 

para 20 

'The law on the point is not in doubt. Where 
a body or authority is judicial or where it 
has to determine a matter involving rights 
judicially because of express or implied 
provision, the principle of natural justice 
audi alteram partem applies.'t  

and in para 22 

uIn  the case before us the officers are being 
deprived of part of the pension. Therefore, 
it was quite assential in all fairness and 
elementary justice that they should have been 
given reasonable opportunity to show cause 
against the proposed action." 

e have carefully considered the respndents' 

reply. The reply bears testimony to their not aerting 
to have 

/diSchargeb the obljgatin of informing the 

and giving him opportunity to show cause with regard 

to the debits. The applicant's allegations which the 

respondents have not even controverted by evidence 

confirms the all egations that the respondents derogated 

from the rules and the law. We thus find that the 

application deserves to be allowed. 

the 
in view of our above conclusions 	/facts 

and evictenca 	 - 
/of the caso we hereby allow,  the application with 

followino directions to the respondents :- 

(i) The respondents shall pay to the applicant 

interest at the rate of 14% per annum on 

Rs. 37,145-50 paisas with effect from 

1.4.1986 to 15.10.1987, both days 

inclusive, within two months of the date 

of this order. 
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The respondents shall pay jntetest 
On 

Rs. 7130/- at te rate of 14% per annum 

from 16,10.1987 to 31.7.1990, both days 

inclusive, within two mnths of the date 

cf this order. 

The respondents shall treat Rs. 7130/-

as if retained in deposit from 1.S.1990  

on account of Railway's traffic debits 

against the applicant with liberty to 

either take the steps in accordance with 

the principleS of natural justice with 

regard to this amount if advised and to 

complete the steps within a period of 

three months 	from 1.8.1990 or to pay 

this amount to the applicant within the 

same period of three months. 

.'Je clarify that the arplicant shall be at 

liberty to question in proper ooc: according t,  

4 	 law and rules, his any grievance about the final 
shall 

outcome of the steps the rsoafldentS / take in 

c:mplianCe with (iii) above. 

The-re aro no orders r:garin casts. 

N 	 A 2 	 H k 

(e.if. criifAcr) 	 ( M.1. I:GH 
Judicial LiemI;er 	 dmini trative 1amLc 


