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ACT:

Service |aw-Liquidated damages by way of pena
interest for delay in paynment of pension and gratuity due-
State Governnent i's vicariausly liable to pay interest at
the current nmarket rate till actual paynent for the cul pable
negl ect of the Treasury Oficer to ~discharge his duty of
issuing the Last Pay Certificate under Rule 186 of the
Treasury Code-Supreme Court cannot interfere and grant
enhanced rate of interest in the absence of a cross
obj ection against |lower rate of interest allowed by the
trial Court than clainmed and there hy acquiesing in the
decree.

HEADNOTE:

The respondent retired from the service of the
appel l ant State on 19.5.1973. Hi s pension and gratuity were
ultimately paid to himon 14.8.75 i e. after a delay of nore
than two years and three nonths. A suit for the recovery of
interest at the rate of 12% per annum by way of |iqui dated
damages for the del ayed paynent was decreed by the District
Court allowing interest at 6%only. In appeal by the State
(there being no cross appeal) the H gh Court confirmed the
decree. Hence the special |eave petition.

Di smssing the petition, the Court,
N

HELD: 1:1 Pension and gratuity are no longer’/ any
bounty to be distributed by the governnent to its enployees
on their retirement but have becone under the decisions of
the Supreme Court, valuable rights and property in their
hands and any cul pable delay in settlenent and di sbursenent
thereof nust be visited with the penalty of paynment  of
interest at the current narket rate till actual paynent
[477C- D]

1.2 In the instant case, though the respondent clai ned
12% interest and unfortunately District Court allowed only
6% per annum since the respondent acquiesced in his claim
bei ng decreed at 6% by not preferring any cross objections
inthe H gh Court, it would be inproper for the Suprene
Court to enhance the rate to 12% per annum [478C- D]

1.3 Under Rule 186 of the Treasury Code a duty is cast
on the Treasury officer to grant to every retiring
CGovernment servant the last pay certificate which, in this
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case had been delayed by the concerned officer for which
neither any justification or explanation had been given. The
claim
477
for interest is therefore in order and the State Governnent
has rightly been saddled with a liability for the cul pable
neglect in the discharge of his duty by the District
Treasury O ficer who del ayed the issuance of the LPC

[ 478A- B, D]

JUDGVENT:

CIVIL APPELLATE JURISDICTION: Special Leave
Petition Civil No. 9425 of 1984.

From t he Judgnent and Order dated 1.11.83 of the
Kerala High Court in A S’ No. 10 of 1979.

P.K. Pillai for the petitioners.

The 'Order of the Court was delivered by

TULZAPURKAR, J. Pension and gratuity are no |onger any
bounty to  be distributed by the Governnent to its enpl oyees
on their retirement but have becone, under the decisions of
this Court, valuable rights and property in their hands and
any cul pable delay in settlenent and disbursenment thereof
nmust be visited with the penalty of paynent of interest at
the current nmarket rate till actual paynent

Usually the delay occurs by reason of non-production
of the L.P.C. (Last Pay Certificate) and the N L.C. (No
Liability Certificate) fromthe  concerned Departnments but
both these documents pertain to matters, records whereof
would be with the concerned Government Departments. Since
the date of retirenent of every Governnent servant is very
much known in advance we fail to appreci ate why the process
of collecting the requisite information and issuance of
these two docunents should not-be conpleted atl east a week
before the date of retirenent so that the paynent of
gratuity amount could be nmade to the Government servant on
the date he retires or on the follow ng day and pension at
the expiry of the followi ng nonth. The necessity for pronpt
paynment of the retirement dues to a Governnent -~ servant
i medi ately after his retirement cannot be over-enphasi sed
and it would not be unreasonable to diriect that the
liability to pay penal interest on these dues at the current
mar ket rate shoul d conmmence at the expiry of two nonths from
the date of retirement.

The instant case is a glaring instance of such
cul pable delay in the settlenent of pension and gratuity
clains due to the respondent who retired on 19.5.1973. Hi s
pensi on and gratuity were ultimately paid to him on
14.8.1975, i e., nore than two years and 3 nonths after his
retirement and hence after serving |lawer’s notice
478
he filed a suit mainly to recover interest by way of
i qui dat ed danages for delayed paynent. The appel | ants put
the blame on the respondent for delayed paynent on the
ground that he had not produced the requisite L.P.C. (Il ast
pay certificate) fromthe Treasury Ofice under Rule 186 of
the Treasury Code. But on a plain reading of Rule 1 86, the
H gh Court held-and in our view rightly-that a duty was cast
on the treasury O ficer to grant to every retiring
Government servant the last pay certificate which in this
case had been delayed by the concerned officer for which
neither any justification nor explanation had been given The
claimfor interest was, therefore, rightly, decreed in
respondent’s favour.
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Unfortunately such claimfor interest that was all owed
in respondent’s favour by the District Court and confirned
by the High Court was at the rate of 6 per cent per annum
though interest at 12 per cent had been claimed by the
respondent in his suit. However, since the respondent
acquiesced in his claim being decreed at 6 per cent by not
preferring any cross objections in the Hgh Court it could
not be proper for us to enhance the rate to 12 per cent per
annum whi ch we were otherw se inclined to grant.

W are also of the viewthat the State Governnment is
being rightly saddled with a liability for the culpable
neglect in the discharge of his duty by the District
Treasury O ficer who delayed the issuance of the L.P.C. but
since the concerned officer had not been inpleaded as a
party defendant to the suit the Court is unable to hold him
liable for the decretal amount. It will, however, be for the
State Governnent to consider whether the erring officia
shoul d ~or shoul d not be directed to conpensate the
Governnment the | oss sustained by it by his cul pable | apses.
Such acti'onif taken would help generate in the officials of
the State Government a sense of duty towards the Gover nnent
under whom they serve as also a sense of accountability to
menbers of the public.

S R Petition dism ssed,
479




