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CASE NO. :
Appeal (civil) 7586-87 of 2002

PETI TI ONER
P. S E. B, Patiala & Anr.

RESPONDENT:
Sudar shan Parshad & Os.

DATE OF JUDGVENT: 18/ 05/2006

BENCH
K. G Bal akrishnan & R V. Raveendran

JUDGVENT:
JUDGMENT
W TH

CA Nos. 7588-89/ 2002, 7590-91/2002 and 7592-93/ 2002
RAVEENDRAN,  J.

These appeal s are fil ed agai nst the judgnents of the
Punj ab & Haryana High Court in the foll owi ng cases :

S. No.

Cvil Appeal

No.

Case No. before
H gh Court

Dat e of
Judgnent of

Hi gh Court

i)
7586- 87/ 2002
CWP 12558/ 1995
14.5.1998

ii)
7588- 89/ 2002
CWp 12557/ 1995
14.5.1998

i)
7590- 91/ 2002
CWP 12556/ 1995
14.5.1998

iv)
7592- 93/ 2002
CWP 13158/ 1995
14.5.1998

These appeal s invol ve a commopn question, as to protection of

hi gher House Rent All owance drawn upto 31.8.1988 by the

enpl oyees of Punjab State Electricity Board, after the revision
of such all owance with effect from 1.9.1988.

2. The appellant is the Punjab State Electricity Board
(hereinafter referred to as 'the Board’'). The respondents
are/were the enployees of the Board. At the relevant point of
time, the Respondents, in these appeals, were posted in the
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towns of Doraha and Payal situated near Ludhiana. Upto
31.8.1988, the respondents were being paid HRA as applicable
to Ludhiana city (class 'A city) in view of the proximty of
those towns (Doraha and Payal) to Ludhi ana, as per Board’'s
policy that enpl oyees posted in places which were within a
radius of 8 kmfromthe periphery of a Minicipal Corporation
were to be paid the same HRA as applicable to those enpl oyed
in places within such Municipal Corporation limts.

3. The State Governnent revised the rates of HRA vide
circul ar dated 30.8.1988, inplementing the recommendati ons

of the Third Pay Comm ssion. The Board adopted the revised

rates of HRA introduced by the State Governnment. By Order

No. 142/ FI N. PRC- 1988 (Finance Circular No. 11/89) dated

7.3.1989, it classifiedthe cities and towns in Punjab into four
classes [Cass A, Cass B, Cass C and Cass D and revised

the rates of house rent allowance for various pay ranges

adm ssible in different classes of cities/towns. W extract
bel ow the rel evant portion of the said order dated 7.3.1989 :-

"(ii) The rates of house rent allowances for various pay
ranges admissible in different classes of cities/towns
shal | be as under :

Pay Range
Class 'A
Cty
Class 'B
Gty
Class 'C
Cty
Class 'D
Town

Rs.
Rs.
Rs.
Rs.
750- 1249
200
150
100
75
1250-1749
300
225
150
100
1750- 2249
400
300
200
150
2250- 2749
500
375
250
175
2750- 3249
600
450
300
225
3250- 3749
700
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525

350

250

3750- 4249
800

600

400

300

4250- 4749
900

675

450

325

4750- 5249
1000

750

500

375

5250
onwar ds
1000

750

500

375

The anmount of house rent all owance being drawn under

the existing orders by the enpl oyees at higher rates than
those specified above shall be protected till their rate of
house rent all owance gets adjusted in their revised rates.

(iii) The house rent all owance shall no | onger be adm ssible at
the places falling within 8 kns radi us of the

muni ci pal /outer linmits of the classified cities/downs, save

in those cases where house rent all owance is adnissible at

the place of posting itself.

(iv) The eligibility of house rent allowance of ‘an enpl oyee
shall be determined with reference to the place of posting
of the enpl oyee.

The ot her existing terns and conditions regarding the grant of
house rent all owance shall continue to be in force.

4, By circular dated 10.5.1989, the Board ordered that its
enpl oyees who are entitled to rent free accomodati on, when

not provided or allotted with such acconmodation, shall be

al l owed 5% of the basic pay in addition to the normal HRA

adm ssi bl e at the place of posting. By another circul ar’ dated
10.5.1989, clause (iii) in the order dated 7.3.1989 was
substituted with effect from1.9.1988 to the effect that house
rent allowance of the enployees is also adnissible to the
places falling within 8 kmradius of the periphery-

muni ci pal /outer limts of the classified cities/downs.

5. In view of different interpretations of the HRA orders by
different offices, the State Governnent issued a clarificatory
Crcular dated 19.9. 1990 (adopted by the Board by Finance
Circul ar No. 25/1992 dated 29.5.1992), relevant portions of

whi ch are extracted bel ow :

"a) CGovernment enpl oyees entitled to rent free
accommodat i on when not provided/allotted such
accommodati on shall be all owed paynment equal to the
house rent charged by the Government fromthe enpl oyees
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for Government accommodation i.e. 5% of the basic pay in
addition to the nornmal house rent allowance, if adm ssible
at the place of posting. This inplies that the enpl oyees
posted at the place in the belt of 16 kns. fromthe
International Border who are entitled to rent free
acconmodati on as al so ot her enpl oyees who are ot herw se
entitled to rent free accommpdation will get 5% of the basic
pay in addition to the house rent allowance if the place of
posting of the enployees falls, in CQass A Cass B, Oass C
and Class D Cities, as the case may be in accordance with
the instructions contained in the Departnent of Finance
letter No. 10/77/88/FPl/8014 dated 30th Aug. 1988. It is
made cl ear that the amount of house rent allowance of First
class cities adnissible before 1.9.1988, to the enpl oyees
posted in the belt of 16 kns. fromthe International Border
is not covered within the protection of the House Rent

Al | owance, as this amount of House Rent All owance was

adm ssible in lieu of rent free accommopdati on only.

b) I'n the rural area, house rent is not admissible to the
Gover nment_enpl oyees who, prior to 1.9.1988, were

entitled to house rent allowance of first class cities or
second class cities, as the case may be. The CGovt.

enpl oyees posted in the rural areas who are entitled to rent
free accommopdati on/when not provided such

accommodation are entitled to 5% of the basic pay, in
addition to rural area all owance and nothing nmore. In view

of this position, the enpl oyee postedin rural area, who,
prior to 1.9.1988, were draw ng house rent allowance in
accordance with the earlier instructions in lieu of rent free
accommodation are not entitled to be given any protection

of anpunt of house rent all owance whichthey were

claimng previously."

6. Sone of enployees of the Board filed a wit petition
bef ore the Punjab and Haryana High Court alleging that they
were not being extended the benefit of protection of higher
HRA drawn upto 31.8.1988, granted under the Circul ar dated
7.3.1989 and seeking a direction to pay the protected (higher)
HRA as drawn by them as on 31.8.1988. The said wit petition
(WP. No. 879/1992 \026 Beant Singh & Ors. Vs. Punjab State
El ectricity Board) was di sposed of by order dated 23.7.1992.
We extract below the relevant portion of the said order

"The | anguage of the above provision is very clear. A

these enpl oyees who are working at places falling wthin 8
kms radi um of the periphery of the Miunicipality of the
classified cities and towns are entitled to house rent

al | owance.

The grievance of the petitioners is that instead of

cal cul ating the distance fromthe periphery or outer linmts
of the classified cities or towns, the distance has been
cal cul ated from Cctroi Post and consequently, though the
enpl oyees were eligible for the House Rent All owance,
they were denied of the benefit. In support of his

submi ssion, the |earned counsel relied upon annexure R-4
produced by the respondents which is a certificate issued
by the Deputy Comm ssioner, Ludhiana. It is seen fromthe
sai d annexure that the Deputy Conm ssioner has cal cul ated
the distance fromthe Octroi Post and has specified the
di stance fromthe Cctroi Post concerned

The | earned counsel for the Board subnitted that the octro
posts are generally situated on the periphery of the town
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concerned, therefore, the distance cal culated fromthat

point is correct. The |l earned counsel for the petitioners,
however, contended that the octroi posts in nany cities are
situated in the mddle of the town or cities, as the case nay
be, and therefore, in accordance with the order dated 10th
May, 1989, the distance is to be calculated only fromthe
peri phery of the classified cities or the town.

The question as to whether the octroi posts itself are |ocated
in periphery or not, is a natter to be got verified physically.
However, it should be stated if the periphery of the
classified town or cities is beyond the octroi posts then the
di stance has to be cal culated fromthe periphery and not
fromthe octroi posts. In the result, we allow the petitions
and make the foll owi ng order -

A direction shall issue to the respondent-
board to cal cul ate the di stance of each of the
pl ace where the enmployees working, from

the periphery of the classified cities or towns
and then on that basis to decide as to

whet her the concerned enpl oyees are

entitled to the House Rent All owance.

After ascertaining /'the distance, if all or .any of the
petitioners are entitled to the paynment of the House Rent

Al l owance, it shall be paid to each of the petitioners and the
arrears payable fromthe date of entitlenment shall also be
pai d. Anmount already paid in pursuance of the interim

order shall be adjusted. The time for conpliance is siXx

nmont hs. "

7. In pursuance of a query fromthe Board, it would appear
that Deputy Commi ssioner-cum Col | ector, Ludhiana, issued a
certificate dated 29.3.1993 to the Board certifying that the
di stance of Doraha and Payal fromthe outer periphery of

Ludhi ana was 10 and 18 kns respectively. As they were

beyond 8 km from Ludhi ana, the Board was of the view that

the HRA applicable to Ludhiana (class A" city) coul d not be
paid to the enpl oyees working at Doraha and Payal, and that

as the said two towns were shown as class 'D towns in the
order dated 7.3.1989, the enpl oyees of Board posted at Doraha
and Payal will be entitled to | esser rate of HRA applicableto
class 'D towns.

8. Sone enpl oyees agai n approached the High Court in

WP. No. 14529 and 14920 of 1994 seeking protection of

hi gher HRA. The Hi gh Court disposed of the wit petitions,
permtting the respondents herein to file representation/s, and
to treat the wit petition itself as the representation, if no
separate representation was filed, and to dispose of the clains
by a speaking order. The High Court also directed that till such
orders were nade, deduction of HRA shall remain stayed and

no recovery shall be made fromthe enployees. It further
directed that if the representati ons were deci ded agai nst the
af fected enpl oyees, the anpbunt drawn on the basis of the said
orders shall be recoverable in future.

9. The Board, accordingly, considered the representations
of the Respondents and rejected the sane by order dated
23.6.1995 holding as follows :

"I't has been found that the case of the petitioners for

all owi ng protection of the House Rent Allowance drawn by
themprior to 1.9.1988 is not covered under the above
instructions, as their station postings do not fall wthin 8
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kns radi us of the periphery of Minicipal Corporation
Ludhi ana. So, the claimof the petitioners for allow ng
protection of the sane allowance is not tenable, and the
representation is disposed of accordingly."

10. The respondents herein chall enged the said order dated
23.6.1995 in several wit petitions with a further prayer that
the HRA that was being paid to themup to 31.8.1988, should

be protected. The said wit petitions were allowed by the

i mpugned orders dated 14.5.1998 with a direction that the

HRA that was adm ssible to respondents prior to 31.8.1988
shal |l be protected. The Hi gh Court followed the decision of
this Court in Mbhinder Singh v. State of Punjab [SLP (c)

No. 9149 of 1992 deci ded on 21.4.1995], in allowing the wit
petitions. The said orders are challenged by the Board in these
appeal s by special |eave.

11. The appel | ant contends that though earlier Doraha and
Payal had been classified as category 'A for the purpose of
adm ssibil'ity of HRA having regard to their proximty to
Ludhi ana, after the revision by circular dated 7.3.1989,
paynment of HRA at the higher rates applicable to Ludhiana
could not be continued, as both Doraha and Payal fell under
category 'D towns, with effect from 1.9.1988. According to
appel l ants, the respondents are not entitled for the higher HRA
whi ch was being paid till 31.8.1988, for the follow ng three
reasons :

(i) Doraha and Payal were situated at a di stance of 10 kns
and 18 kms fromthe periphery of Ludhiana and

therefore, the benefit which was earlier being given on

the assunption that they fell within a radius of 8 knms of

peri phery of Ludhi ana, could not be continued.

(ii) Even assuming that the two towns (Doraha and Payal)
were situated within a distance of 8 kms-fromthe

peri phery of Ludhi ana, as Doraha and Payal were

separately classified as category D towns under the

order dated 7.3.1989, their proximty to Ludhi ana

becane irrel evant.

(iii) The protection of HRA was granted only with reference
to the cities/towns which were al ready specified for
pur poses of HRA prior to the circular dated 7.3.1989;
and as only the cities nmentioned in classes "A' and 'B
under the circular dated 7.3.1989 were earlier

recogni zed as cities to which HRA was applicable; the
protection was available only in regard to those cities
which fell under classes "A and ' B under the order
dated 7.3.1989 and not to other cities/towns which were
newy included in classes 'C and 'D under the order
dated 7.3.1989.

12. The question whether Doraha and Payal are situated
within a distance of 8 kns within the periphery of Ludhi ana
(as contended by Respondents) or beyond 8 kns from

Ludhi ana (as contended by Appellants) is a disputed question
of fact. If they are situated within 8 kms of periphery of
Ludhi ana, then there is no doubt that HRA applicable to

Ludhi ana city woul d apply to Doraha and Payal in view of the
substitution of clause (iii) of the circular dated 7.3.1989 by
circular dated 10.5.1989. But it nmay not be necessary to

exam ne this disputed question of fact. For the purposes of
these appeals, we may assune that the towns of Doraha and
Payal are situated beyond 8 kns from Ludhi ana city as
contended by the appellant and therefore, the HRA is

adnmi ssible only at the rates applicable to class 'D towns and
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not any higher HRA. But even then, in view of clause (ii) of
the order dated 7.3.1989 which protects the HRA at hi gher

rates al ready being drawn upto 31.8.1988, under the existing
orders, such higher HRA stands protected, till the rate of HRA
gets adjusted in their revised rates. Therefore, even if the rate
of HRA payabl e to enpl oyees at Dohara and Payal, is | owest

as the said towns fall under class 'D under the order dated
7.3.1989, having regard to the fact the respondents working in
those towns were being paid a higher HRA prior to 1.9.1988,
they would be entitled to the protection of such higher rate of
HRA. Protection of higher HRA under clause (ii) of the order
dated 7.3.1989 was recogni zed and accepted by this Court in
Mohi nder Singh vs. State of Punjab [ CA No. 5124/1995]

deci ded on 21.4.1995. W extract bel ow the short order passed
in the said case

"Leave granted.

These appeal s i mpugn a conmon judgnment and order of the

H gh Court of ‘Punjab and Haryana. The only question

urged in these appeals is inrelation to the house rent

al l owance (H. R"A.) payable by the State of Punjab to its

enpl oyees classified inthe Ay B, C, D categories of a
circul ar dated 30th August, 1998. The rates of HR A were
thereby revised. A proviso stated that the HRA being drawn

by enpl oyees at rates higher than those specified in the
circular "shall be protected, till their rate of HRA gets
adjusted in these revised rates". It-is not-in dispute that this
provi so protects the HRA. that is being drawn if it is at a
rate hi gher than that prescribed by the circular. The
protection enures until the rate specified in the circular is
enhanced to a rate higher than that presently drawn.

In view of this undisputed position, the appeals are all owed
and the judgment and order of the High Court is set aside to
the extent aforesaid. The State CGovernment shall give such
protection to its appell ant enployees.”

13. The deci sion in Mhinder Singh would squarely apply to

the facts of this case. Clause (ii) of the Oder dated 7.3.1989
clearly protects the higher HRA drawn by the enployees of the
Board upto 31.8.1988. Neither the clarificatory circular dated
19.9.1990 of the State Covernment (adopted by the Board by
circular dated 29.5.1992), nor clause (iii) of the circular dated
7.3.1989 as substituted by circular dated 10.5.1989, nor the

fact that Doraha and Payal were recognized as class 'D towns
under the circular dated 7.3.1989, will affect the applicability
of the protection clause.

14. We, therefore, find no reason to interfere with the
i mpugned orders. The appeals are, therefore, dismssed.




