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THE PATI ALA CENTRAL COOPERATI VE BANK LTD.

Vs.

RESPONDENT:
THE PATI ALA CENTRAL COOPERATI VEBANK EMPLOYEE UNI ON & ANR
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SEN, S.C. (J)

BENCH:

SEN, S.C. (J)
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MAJMUDAR S. B. (J)

ACT:

HEADNOTE:

JUDGVENT:
[Wth Cvil Appeal No.4074 of 1988 and Civil Appea
Nos. 4075- 4076 of 1988]
JUDGEMENT

SEN, J.

The Patiala Central Cooperative Bank Ltd., t he
appel l ant herein, is a cooperative Bank regi stered under the
provi sions of Punjab Cooperative Societies Act, 1961. The
Patiala Central Cooperative Bank Enployees Union, the
respondent No.1 herein, is a Union of the enployees of the
appel | ant - Bank wor ki ng at various places in different
branches of the Bank. On 13.11.1972, the Union subnitted a
charter of demands culmnating in an agreenent between the
Bank and the Union on 28.5.1973. This agreenment was to be in
force upto 31st March, 1977

The agreenent reached on 28.5.1973 provided for a
nunber of things |ike fixation of pay-scal es ~after
classifying the various categories of staff. 1t also
provided for Fixation Fornmula providing for pay rise in the
revised pay scales. There was also a provision for paynent
of dearness al | owance, house rent al | owance, city
conpensatory all owance and various other allowances, if any.
Provi sions have been nmade for uniforms, provident ' fund,
gratuity, over time allowance and also fixation of strength
and rules providing quota for pronotion to various posts in
the future. The agreement also provided for loans to be
given for purchase of scooter/notor cycle/cycle upto a
ceiling of Rs.15,000/- for Central Cooperative Banks and
Rs. 30, 000/ - Apex Cooperative Bank per annum The agreenent
concl uded with general Conditions which were as under: -

" GENERAL CONDI Tl ONS

i) The existing facilities given to

enpl oyees on the Punjab State

Cooperative Bank may conti nue.

ii) This settlenent will remain in

force for a period of four years,

i.e., upto 31.3.1977.
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iii) A copy of this settlenent may

be sent to the Labour Conmi ssioner

Punj ab for necessary confirmation.

iv) Anomalies, if any, shall be

di scussed in the joint neeting of

the signatories.”

In order to appreciate the argunment advanced in this
case, it is necessary to set out the pay scales and the
provisions relating to dearness allowance as agreed upon in
the settl enment: -

Cat egory of Present grades Revi sed Revised grades
St af f after merger Grades after merger
of grades DP
w. e f. 1.2.1968

a. Subordi nate Staff

Peons and Chowkidar 75-140 75- 165 122-5-162-6

in all the C. Bs. 216-7- 258

Daftri 95- 160 100- 170 147-6-195-7
230- 8- 270

Drivers 120- 170 120- 170 190- 7- 267- 8

b.Clerical Staff

Jr.d erks

A C ass Banks 140-315 150-'350 240- 10- 300-
425-15- 470

B d ass Banks 130- 270 140- 315 210- 10- 300-
400- 15- 430

C d ass Banks 115- 265 140- 315

Seni or Cl erks

A C ass Banks 170- 360 190- 385 280-12 1/ 2-
380-16- 485-
20- 505

B O ass Banks 155- 335} 170-360 260- 10-280-

C Cd ass Banks 140- 315} 12 1/ 2- 380-
15- 485

c. Supervisory staff

Juni or Accountant 245-480 245-510 365-15-490-20-
590- 25- 640

Juni or Account ant 220- 420} 245- 480 365-12 1/ 2-

B O ass Banks 190- 380} 380- 15- 500

-20-620
Regarding the staff in the Commopbn Cadre also, new
gr ades will be franed after nerging D.P., in their
present pays. The new grades will be as under: -
Seni or

Account ant s 275-530 385- 15- 480- 20- 590- 25- 665

Assi st ant

Manager s 375-690 485- 20- 525- 25-725- 30- 815

Manager s 475- 930 595- 30- 745- 35- 955- 40- 1075

Fi xation Formul a

Al enployees may be given a pay rise of 5% of their
pay in the revised scales nentioned above and may be fixed
at the next higher stages after adding 5%to their present
basi ¢ pay including Dearness Pay. In the case of subordinate
staff, however, one additional increnent nay al so be given
over and above the above nentioned benefits.

Dear ness Al | owance.

As nentioned above, the D.P. is to be nerged in the
revised grades. The D. A and interim relief which the
enpl oyees are getting at present will together formthe D. A
This DDA. may be linked with the Al India Consunmers Price
I ndex nunber (Base Year 1960 : 100) in such a way that any
further rise in the I ndex nunmber nmay be reflected to D.A to
the extent of 100%in the case of subordinate staff and 75%
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in case of the other Staff. No additional D.A No additiona
D.A wll be nmade unl ess the Index nunber increase by at
| east four points (quarterly average).

The rate of D. A being paid at present wll be
converted into percentage rates nentioned bel ow for various
categories of staff. This percentage has been worked out on
the basis of the current DA Plus relief, rates, rounded
off in such a way that the rate can be divided by four in
the case of others:

Cat egoryof Staff Percentage rate
Peons and Chowki dars 56.
Drivers 40
Daftry 44
Clerk 33
Seni or Cerk-| 27
Senior Cerk-11 30
Juni or Accountants and
Seni or Account ants 24 24
Assi st ant” Managers and
Manager's 18

It is certified that any increase/decrease in the |Index
nunber after 31.3.1973 shall be added/reduced in the
percentage rate nmentioned above at the rate of 100/ in the
case of subordinate staff and 75%in the cast of others.

T.A. and D. A

T.Aand D. A rules as applicableat present to conmmon
cadre enpl oyees be applied to all the enpl oyees.

This was a conprehensive agreenment reached between the
Enpl oyees’ Uni on and the managenent. |t is not an agreenent
relating to paynment. of Dearness Allowance only. The
agreenment was valid for _a period of four years and case to
an end on 31st March, 1977. After the agreement case to an
end, disputes and differences cropped  up between the
enpl oyees and the managenent inter alia about the paynent of
Dearness Allowance in tears of the aforesaid agreement. The
case of the enployees is that the agreenent cannot be
repudi ated unilaterally even though the period of four years
nentioned in the agreenent expired on 31st March, 1977. It
has been contended that the agreement wll continue to be
bi nding even after the expiry of the period nentioned in the
agreement expired on 31st March, 1977, by virtue of the
provisions of sub-section (2) of Section 19 of “the
Industrial Disputes Act, 1947. Section 19 |lays down that a
settlenent shall <come in to operation on such date as is
agreed upon by the parties to the dispute, and if no date is
agreed upon, on the date which the nenmorandum of the
settlenent is signed by the parties to the dispute. Sub-
section has been reached between the workers and the
managenent, that shall be binding not only for the agreed
peri od, but also shall continue to be binding on the parties
after the expiry of the period nentioned in the agreenent
"until the expiry of two nmonths formthe date on which a
notice in witing of an intention to termnate the
settlenent is given by one of the parties to the other party
or parties to the settlenent.".

The case of the enployees is that no such notice was
given and, therefore, the agreenent continues to be in force
and bi nding wupon the managenent. The duty to pay Dearness
Al lowance at the rate specified in the agreenment cannot be
avoi ded by the managenent by any devi ce.

It has been further contended that Section 84-B, which
was i ntroduced in the Punjab Cooperative Societies Act, 1961
by which it was |aid down that "no enpl oyee of a cooperative
soci ety shall be paid dearness allowance at a rate higher
than that adm ssible to the enployees of the Governnent
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drawi ng pay at the sane rate", cannot in any way abrogate an
agreenment protected by the provisions of the Industria
Di sputes Act.

On behalf of the enployees, a wit petition was filed
in the Hi gh Court under Article 226 challenging the validity
of Section 84-B. The case of the enployees is that by
virtue of Section 19 of the Industrial D sputes Act, the
agreenment between rmanagenent and the enpl oyees cannot be
altered except in the manner laid down in the Act. Such
agreenment have ban given statutory force and they cannot be
altered by the managenment on its own without follow ng the
procedure of |aw Simlarly, the State Governnent cannot
give any direction as to the manner of working out of the
agreenment or abridge or nodify the contents of the agreenent
to any manner whatever. Industrial Disputes Act being a
speci al Act relating to industrial disputes and, in
particul ar, about -the relationship between the managenent
and the enployees, the agreenent reached under that Act
cannot | be vari ed or abr ogat ed by the managenent
unil ateral ly. It was further contended that the Punjab
Cooperative Societies Act, 1961 is a general Act relating to
Cooperative Societies and it~ cannot curtail or control the
specific provisions of Industrial Disputes Act whichis a
speci al Act, in any manner whatever.

It was held the Di'vision Bench of the Punjab H gh Court
that Section 84-B of’ the Punjab Cooperative Societies Act,
1961, which was introduced by the Anending Act of 1981
could not take away the effect of the settlenment dated 28th
May, 1973 which was subsisting and binding on the date the
Amendi ng Act cane in to force.  Section 84-B of .the Punjab
Cooperative Societies Act was violative of the provisions of
Section 19 of the Industrial Disputes Act, 1947. It was
further held by the H gh Court that change in condition of
service of the enployees could not be nade in respect of any
of the matters nmentioned in the Fourth Schedule, without
giving a prior notice in the manner prescribed by Section
19(2) of the Act. It was held that unilateral wthdrawal of
the city conpensatory allowance by the enployer of the
wor kmen affected their conditions of services and attracted
mandat ory provisions of Section 9-A ~ON the same anal ogy,
unil ateral withdrawal of dearness pay from the worknen
affected the conditions of service of Cass Il and Cass IV
enpl oyees of the CO operative Banks. Since the provisions
of Section 9-A of the Industrial D sputes Act, 1947 had not
been conpiled with, the changes brought about in-the service
conditions of the enployees were of no consequence. It was,
therefore held that the respondent would continue to be
benefited by the tears of the settlenent dated 28th My,
1973 as hefore. Section 84-B of the Punjab Cooperative
Societies Act, 1961 was held to be ultra vires of the State

Legi sl ature of Punjab and quashed. It was further “held that
the settlenment dated 28th My, 1973 would continue to be
valid and binding between the parties and Cass Ill and

Cass IV enployees of the Cooperative Banks were  held
entitled to claimdearness pay in terns of the aforesaid
settl enent.

On behal f of the appellant, it has been contended that
an inportant factual aspect has been totally ignored by the
High Court in this case. It was contended on behal f of the

appel l ant before the Hi gh Court that a notice under Section
19(2) of the Industrial Disputes Act (P.4 of the wit
Petition) was duly issued by the appellant and served upon
t he enpl oyees. The High Court has failed to deal with this
aspect of the case altogether. It has been stated in
paragraph 2 of the Special Leave Petition that it was
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specifically stipulated in that the agreement was valid for
a period of four years and would cease to be effected after
the expiry of 31st March, 1977. As there was no Board of
Directors and admi ni stration was being run by the
Admi ni strator, as per provisions of Section 27 of the Punjab
Cooperative Societies Act, the Adm nistrator issued a notice
under Section 19(2) if the Industrial D sputes Act for
term nating the agreenment dated 28.5.1973 which had expired
on 31.3.1977. The notice was issued on 25.2.1978. It has
been alleged after this, the Board of Directors of the Bank
had rectified the notice by Resolution No.7 at its meeting
hel d on 9. 4.1978.

In the counter affidavit filed on behalf of the
Enpl oyees; Union, affirmed by Malinderjit Singh, Genera
Secretary of the Enployees’ = Union, it has been stated that
since the facts of the case as pleaded in the Special Leave
Petition are not disputed and the whole matter relates to
pure question of law  for decision, it is not necessary for
the deponent to answer parawise the petition. In view of
t he subni'ssions nade above -and the two decisions of this
Hon' bl e Court ~referred toin the affidavit, the appeals nay
be disnissed with costs.

In other word, the fact that notice was given on
25.2.1978 term nating the agreenment dated 28.5.1973 is not
in dispute.

However, the case need not be decided on the
technically of the pleadings only, After expiration of the
termof the agreenent dated 28.5.1973 on 31.3.1977, the

agreement has not ben continued unaltered. I'f the |lega
contention on behalf of the petition is upheld and if it be
held that the agreenent dated 28.5.1973 is still continuing

by virtue of the provisions of sub-section(2) of Section
19, then the entire agreenent including the clause relating
to the Dearness Allowance wll have to be treated as stil

in force. The pay scales and other ternms and conditions
relating to enpl oynent have been drastically revised upwards
after the expiration of the agreenent dated 28.5.1973. From
the chart of salaries, furnished by the appellants, it
appears that the pay scales upward in the foll owing nanner-

Cat egory Posi tion Posi ti on Posi tion
of post as on as on as on
4.6.81 1.10.81 1.1.86
Rs. Rs. Rs.
PEON 525. 32 605. 84 1144. 60
JR CLERK 820. 95 917. 30 1838. 34
SR. CLERK 943. 68 11009. 32 2117. 69
Not e: No m nimum benefit and InterimRelief has been

i ncl uded while fixing pay as on 1.10.1981 and 1. 1. 1986.

There is sone dispute as to the exact quantum of the
enhancenent but there is no dispute that the salaries
payabl e under the agreenent dated 28.5.1973 have been
drastically revised upwards at all levels thereafter.

Anot her point that has been on behal f of the appellant
which is of substance is that in fixing pay of the Bank
enpl oyees consequent upon the revision of pay scales, the
same formula which was applied for fixation of pay scal es of
Punj ab Governnent enpl oyees has been adopted. The bank
enpl oyees have been given the benefits of proficiency step-
up, master scales, stepping of pay of senior equivalent to
the junior as allowed by the Punjab Governnment to its
enpl oyees. All these changes have brought about substantia
benefits to the enpl oyees of the Bank. |n the background of
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these facts, the enployees cannot clai mdearness allowance
interns of the agreenent dated 28.5.1973. That agreenent
has been given up for much better terns and conditions and
al so subsequent revision of pay. The enpl oyees cannot be
heard to say that they wll enjoy all the subsequent
benefits given by the revision of pay scales. but dearness
al | owance nust be given in accordance wth the fornula
contained in the agreenent dated 28.5.1973. It is not the
case of the enployees that the agreenent dated 28.5.1973
will have to be enforced in full

There is sone dispute as to the exact anount of the
benefit considered by the wvarious revisions in pay scales
but there is no dispute that the pay scales and other
benefits now given are nmuch better and hi gher than what was
given by the agreenent dated 28.5.1973. No one wants to go
back to that agreenent so far as the pay scales are
concerned. | fail to see howin the context of these facts,
the enployees can urge that Dearness Allowance fornula of
that agreement” nust remain intact at the same tinme the
drastic changes -in every other part of the agreenment dated
28.5.1973 will- continue in force for the benefit of the
enpl oyees.

In view of the aforesaid, it is unnecessary to go into
ot her questions raised in the case. But since the question
of wvalidity and /scope of Section 84-B of the Punjab
Cooperative Societies Act, 1961 has been raised that

guestion will have to be exani ned. Section 84-B was inserted
by Amendnent Act 26 of 1981. The section is as under
"84-B. Dearness Al | owance. -

Notwi t hst andi ng ~anything in this

Act or any other law for the tine

being in force, or any agreenent,

settlenent or award, no enpl oyee of

a Cooperative Society shall be paid

dearness all owance at a rate higher

t han t hat adm ssi bl e to the

enpl oyees of the Governnent draw ng

pay at the sane rate."

This section places a bar on paynent of Dearness
Al lowance at a rate higher than the rate adnissible to the
enpl oyees of the Government drawing the sane -pay. This
provision will apply to all the enployees of all the
Cooperative Societies in the State of Punjab. This provision
has been specifically made applicabl e notw thstanding, inter
alia any other law for the time being in force or any
agreement, settlenent or award.

Prima facie, thereis no reason to hold that this

provision will not apply to the agreenent dated 28.5.1973
assum ng that agreenent was still in force on the /date
Section 4-B was introduced in the statute. It has/ been

contended that |Industrial Disputes Act is a conplete Code
relating to industrial disputes and, therefore, by the
general provisions of the Punjab Cooperative Societies Act,
1961, the applicability and scope of the provisions  of
I ndustrial Disputes Act cannot be whittled down.

| am wunable to wuphold this contention because sub-
section (2) of Section 19 of the Industrial D sputes Act
nerely provides that even if the period of the agreenent has
expired, the terns of the agreenent will continue to be in
force unless determned in the manner laid dowmn in sub-
section (2) of Section 19. It does not have the effect of
invalidating any legislation altering the terns of the
agreenment after the period of agreement conmes to an end. The
agreement provided for payment of Dearness All owance hi gher
than what was provided by the Government to its enpl oyees.
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Section 84-B specifically stated that in spite of any
statutory provision to the contrary, or any agreenent,
Dearness All owance can only be paid upto the rate fixed by
the Government for corresponding pay of the Governnent
Servants.

There is nothing in the wording of Section 19 of the
Industrial Disputes Act which supports this contention of
the enpl oyees. Section 19 reads as under: -

"19. Peri od of operating of

settl enents and awards: -

(1) A settlement shall conme into

operation on such date as is agreed

upon by the parties to the dispute,

and if no date is agreed upon, on

the date on which the menorandum of

the settlement is signed by the

parties to the dispute.

(2) Such settlenment shal | be

bi nding for such period as is

agreed upon by the parties, and if

is agreed upon by the parties, and

if no such period is agreed upon

for a period of six nonths fromthe

date on which  the  menorandum of

settlenent is/signed by the parties

to thee dispute, and shall continue

to be binding on the parties after

the expiry of 'the period aforesaid,

until the expiry of two months from

the date on which a notice in

witing of an intention to

terminate the settlenent is given

by one of the parties to the other

party or parties to the

settlenent.”

"Settlenment’ has been defined in Section 2(p) as
under : -

"2(p). "settl enent’ neans a

settlenent arrived at in the course

of conciliation proceedi ng and

i ncl udes a witten agr eenent

between the enployer and workmnen

arrived at otherwise than in the

course of conciliation proceeding

where such agreenment has been

signed by the parties thereto in

such manner as may be prescribed

and a copy thereof has been sent to

an officer authorised in this

behal f by t he appropriate
Gover nment and the conciliation
officer."

A witten agreenent between the enployer and workmen
may constitute a settlement 1in the circunstances nentioned
in Section 2(p). But Section 19 lays down that such
agreenment shall conme into operation on the agreed date
between the parties to the settlenent or if the date is not
agreed upon, on the date on which the settlenent is signed
by the parties. That is the starting point. Sub-section (2)
provides for the period during which the settlenment will be
in force. It shall be binding during the period agreed upon
the parties. |If no such period is agreed upon, then the
settlenent will be valid for a period of six months fromthe
date on which the settlement was signed by the parties and
shall continue to be binding after the expiry of the
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af oresai d period. The settlenent can be brought to an end by
serving a notice in witing by one of the parties to the
other party of its intention to termnate the settlenment. If
such a notice is given, the settlenent will remain in force
for two months from the date on which the notice of
termnation is given.

The provisions of Section 19(2) nmake an agreenent
between the enployers and the enployees binding. It also
l ays down the period during which it shall be binding. It
also provides the manner in which the agreenment can be
termnated inter partes. It does not follow from this
provision that a conpetent |egislature cannot |egislate on
any matter which fornms ‘part of the agreement. Not does
Section 19 have the effect of validating any infirmty in
the agreenent. |If the agreenent is contrary to any law or if
the agreenent cannot be inplenmented without violating any
provision of law, then the agreenent cannot be enforced at
all. There is nothing in sub-section (2) of Section 19 to
suggest that -even such an agreenment wll continue to be
bi ndi ng upon t he enpl oyers and t he enpl oyees and enforceabl e
agai nst express provision of law |f after the agreenment has
been entered into, any law is passed and the agreenent
cannot be enforced without-violating that |aw, then clearly

the agreement cannot be enforced. The law will prevail

Sub-section (2) of Section 19 nerely extends the period
during which the agreenent will be enforced, but it does not
provide that the agreement wll be valid and binding
notw t hst andi ng any law to the contrary.

For all these reasons, this appeal is  allowed. The
order under appeal is set aside. There will be no order as
to costs.

ClVIL APPEAL NO. 4074 OF 1988
AND
ClVIL APPEAL NOS. 4076 OF 1988
In view of the judgnent in Civil Appeal No.4390 of
1988, the above appeals are also allowed. There will be no
order as to costs.




