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Session 5 – Emoluments and Average Emoluments

Emoluments and Average Emoluments
Session Overview

In the previous session we discussed various periods qualifying for inclusion as ‘qualifying service’ for working out the pension entitlements for Central Government employees. 
In addition to the qualifying service, pension entitlements are also based on the emoluments and average emoluments drawn by employees. 
During this session we will cover the general conditions applicable to determining the emoluments and average emoluments for pension entitlements of Central Government employees. 

Learning Objective

At the end of this session the trainees will be able to work out the emoluments and average emoluments for grant of gratuity and pension to a Central Government Employee. 

Emoluments and Average Emoluments
Just as pension based on the length of qualifying service, it also depends on the status of the individual at the time of retirement. Broadly speaking, gratuity is based on the pay drawn immediately before retirement while pension is based on the average of such pay for the last ten months of service.  To put it short, we may say that gratuity depends on ‘emoluments’ and pension depends on ‘average emoluments’. The pay element which counts for pension and determines its amount has a technical name, i.e., ‘emoluments emoluments’. 'Average Emoluments' in simple language means the average of pay drawn during the ten months preceding the date of retirement. The exact definition and scope of these two terms, and what other elements of 'pay' are included within the meaning of these terms may be understood from the succeeding paragraphs. The definition of the term 'emoluments' is as given in Rule 33 of the Central Civil Services (Pension) Rules, 1972. 

Emoluments
The term 'emoluments' means basic pay as defined in FR 9 (21) (a) (i) which a Government servant was receiving; immediately before his retirement or on the date of his death and will also include non-practising allowance granted to Medical Officers and stagnation increments. From this definition, it will be seen that besides 'basic pay' (substantive, officiating or temporary), non-practising allowance and stagnation increments alone will be reckoned as 'emoluments' and special pay, personal pay, etc., will not count as 'emoluments'. 
In view of the above definition of "emoluments" for purpose of determining pension/gratuity, the allowances such as Nursing Allowance, Uniform Allowance, Washing Allowance, Special Pay, Qualification Pay & other such allowance as not covered under FR 9 (21) (a) (i)  do not count as `emoluments' for purposes of retirement benefits
With effect from 1st January 1996, Dearness Allowance drawn on the date of retirement/death in service will also be reckoned as 'emoluments' for the purpose of Service/Retirement/Death Gratuity only.

During the period with effect from 1st April 2004 to 31.12.2005 , Dearness Allowance equal to 50% of the 'Basic Pay'   Dearness Pay'. The Dearness Pay will count as 'emoluments' for the purpose of Pension/Family Pension, Service Gratuity/Retirement and Death Gratuity.

During various kinds of absence from duty before retirement/death, emoluments will be reckoned as follows:
1)
If the Government servant was on leave with leave salary, or under suspension followed by reinstatement without forfeiture of service (i.e., when the period of suspension is allowed to count for pension), the emoluments which he would have drawn had he not been absent from duty or suspended will be reckoned.  Provided that any increase in pay (other than the increment referred to at  No 4 below ) which is not actually drawn shall not form part of his emoluments
2)
The benefit of emoluments drawn in higher officiating appointments will be given if it is certified that he would have continued to hold the higher appointment but for his proceeding on leave. If he had gone on leave after officiating; in a higher appointment, the emoluments which he would have continued to draw in the higher appointment but for the leave will be reckoned for the period covered by the certificate. 

3)
If he is on extraordinary leave the emoluments drawn immediately before proceeding on extraordinary leave will be reckoned irrespective of whether the extraordinary leave is reckoned as 'qualifying service' or not.
4)
If he is on leave before retirement/death and earns an increment; during such leave (but it is not withheld), the increment will also be reckoned as emoluments (though it is not actually paid) if it falls due during the first 120 days of earned leave. 

5)
Pay drawn while on Foreign Service will not be treated as emoluments, but the pay, which he would have drawn under Government, had he not been on Foreign Service, will alone be treated as emoluments.

6)
If a Government servant is transferred to an Autonomous Body consequent on the conversion of a government department into an Autonomous Body, and the Government servant opts to retain the pensionary benefits under the rules of the Government, emoluments drawn under the Autonomous Body will be reckoned. (Rule 33).

7)
In respect of deputationist from one department to another who, while under orders for reversion to parent department proceeds on leave and retires without joining duty under parent department, ;the 'emoluments' for the period of leave should be taken as what they would have been,  had he not been absent from duty from the post he was holding under the borrowing department before he proceeded on leave. (GID (4) below Rule 34).
8)
In the case of a re-employed pensioner (military or civil) who elects to retain his pension for earlier service and whose pay on reemployment has been reduced by an amount of his pension, the element of pension by which his pay is reduced shall be treated as 'emoluments'.

Trainees are advised to study Rule 33 of the CCS (Pension) Rules and the Notes there under in order to understand the position regarding reckoning of emoluments more thoroughly. We have only summarized the verbose rules and presented the summary above.

Emoluments and Average Emoluments  
'Emoluments' for purposes of calculating various pensionary benefits other than Service/Retirement/Death Gratuity shall mean 'basic pay' as defined in FR 9 (21) (a) (i) (and includes stagnation increment, non-practising allowance, if any) which the Government servant was receiving immediately before his retirement or on the date of his death while in service. The term 'pay' means, the pay in the Fifth Pay Commission pay scales. In the case of Service/Retirement/Death Gratuity, Dearness Allowance admissible on the date of retirement/Death will also be treated as 'emoluments' in addition to the above.
During the period with effect from 1st April 2004 to 31.12.2005, Dearness Allowance equal to 50% of 'Basic Pay' was treated as 'Dearness Pay' and will count as 'emoluments' for the purpose of calculating Pension/Family Pension/Gratuity.
'Average emoluments' will be determined with reference to 'emoluments' drawn by the Government servant during the last ten months of his service.

Average Emoluments

Average emoluments shall be determined with reference to the emoluments drawn by a Government servant during the last 10 months of his service.

Periods of leave or suspension during the last 10 months
If during the last 10 months of service, a Government servant had gone on leave other than Extra Ordinary Leave or had been suspended and later on reinstated without forfeiture of service (i.e., when the period of suspension is treated as duty for the purpose of pension), the emoluments that he would have drawn had he not gone on leave or been suspended will be taken into account for calculation of average emoluments. While taking such notional emoluments, the increases in pay, which were not actually drawn, should not be taken into account. For example, in the last 10 months of service, if a Government servant takes Half Pay Leave for 5 months and his next increment falls during the period of leave, the increment will not be taken into account from the month in which it is due because it is not actually drawn. It may be remembered that increments falling due during leave periods are drawn only from the date of rejoining duty.

However, as an exception to the above, increments falling due during the currency of the earned leave not exceeding 120 days or during the first 120 days of EL exceeding 120 days, are taken as a part of emoluments even though they are not actually drawn. (Rule 34)

Calculation of 10 months period when EOL or suspension occurs during the last 10 months
During the last 10 months of service, if a Government servant was on EOL or under suspension which was not treated as qualifying for pension, such period of leave or suspension should be disregarded in the calculation of average emoluments and an equal period before the ten  months should be included. 

Average emoluments during erroneous reversion. – Cases in which owing to administrative errors, persons not due for reversion were reverted and repromoted after lapse of some period resulting in decrease in their pensions due to non-inclusion of the emoluments which they would have received but for their reversion for the purpose of calculation. In such cases of wrongful reversion, where on repromotion the pay of the individual for purpose of the pension shall be that individual would have drawn but for his reversion should be taken into account.
How to reckon the period of 10 months

As per Rule 5 (2) of CCS (Pension) Rules, 1972 except in the case of retirements under Clauses (j) to (m) of FR 56 or Rule 48/48-A; of CCS (Pension) Rules, 1972, the day on which a Government servant retires or is retired or is discharged or is allowed to resign from service, as the case may be, shall be treated as his last working day. The date of death shall also be treated as a working day. In such cases, the period of 10 months should end on the date of retirement, i.e., the period will include the date of retirement/ death.

In the case of retirements under Clauses (j) to (m) of Fundamental Rule 56 and retirements under Rules 48 and 48-A of CCS (Pension) Rules, 1972, the date of retirement shall be treated as a 'non-working day'. In such cases, the period of 10 months should be taken up to the date immediately preceding the actual date of retirement, i.e., the actual date of retirement shall be excluded. 

How to reckon 'emoluments' for calculation of average emoluments

(1)
These 10 months may, in addition to actual duty, contain the following periods also:

(i) Leave with leave salary.

(ii) Period of suspension counting as qualifying service for pension.

(iii) Period of suspension subsequently treated as duty.

(2)
In these cases, the actual amount of leave salary/pay drawn by the Government servant should not been taken 'but the emoluments' which the Government servant would have drawn if he had been on duty in Government service should be taken.

(3)
An increment falling due during earned leave not exceeding 120 days in any one spell should be counted as emoluments for the purposes of pension even though it cannot be actually drawn and paid till he rejoins duty. But increment falling due during the period of any other kids of leave or during the period of earned leave beyond 120 days should not be counted as emoluments, and will count as 'emoluments' only from the date he rejoins duty and draws higher rate of pay.

(4)
Where a Government servant immediately before his retirement or death while in service had proceeded on leave with leave salary after having held a higher appointment whether in an officiating or temporary capacity, the benefit of emoluments drawn in such higher appointment shall be given only if it is certified that he would have continued to hold the higher appointment but for his proceeding on leave. 

(5)
As per Rule 7 of CCS (Joining Time) Rules, 1979, a Government servant on joining time shall be treated on duty during that period and shall be entitled to be paid joining time pay equal to the pay which was drawn before relinquishment of charge in the old post. Even on reversion from higher post to a lower post, the joining time pay will be equal to the pay of the higher post, which was drawn by him before relinquishment of the charge of the old post. The pay actually drawn for the period of joining time should be taken as 'emoluments'.

(6)
Where a pensioner who is re-employed  in Government service elects to retain his pension for earlier service and whose pay on re-employment has been reduced by an amount not exceeding his pension, the element of pension by which his pay in the reemployed post is reduced shall be treated as 'emoluments'.

(7)
Only basic pay as defined under FR 9 (21) (a) (i) (no special pay or personal pay), the non-practising allowance and stagnation increments should be taken into account. With effect from st April 2004, Dearness Pay should also be taken into account.

Determination of the period of ten months for the purpose of calculation of average emoluments
The calculation of average emoluments is to be based on the actual number of days contained in each month. Doubts may arise regarding the exact manner of calculation in the case of a Government servant who retires on a date other than the last date of the month.

How to reckon 10 months when non-qualifying periods come in as interruptions

The last 10 months may contain the following periods specifically treated as non-qualifying service:-

(i) Leave without pay;
(ii) Suspension;
(iii) Overstayal.
These periods should be disregarded and an equal period added before 10 months. After going backward and adding such equal period, one should verify whether all the broken periods put together make up 10 full months. For this purpose, one should apply FR 9(18) and the Audit Instruction there under. If they do not make up an exact 10 full months, a few days should be added or deleted in initial spell in such a way that all the broken periods add up o 10 months. 

Determination of the period of ten months for Average Emoluments in the case of a Government servant who retires on a date other than the last date of the month.

 To understand in such case whether the period of ten months should be taken to be continuous period beginning from a date ten months prior to the date of retirement or the number of days in the month in which the Government servant retires should be counted separately together with the balance number of days during the ten months anterior, to make a full month. The case is  explained by the illustration below -

    Suppose a Government servant retires on the 16th June, 2019 ( the date of voluntary retirement is treated as duty). The intention is that the average emoluments for ten months should be reckoned for the periods as follows :-

	Period
	Year
	Months
	Days

	18-8-18 to 31-8-18
	0
	0
	14

	1-9-18 to 31-5-19
	0
	9
	0

	1-6-9 to 16-6-19
	0
	0
	16


    It will be noted that at one end there are 14 days of August and at the other 16 days of June. In order that the fractions of a month at either end, when added, work out to one full month, a month for this purpose may be reckoned as consisting of thirty days so that fractions at either end will be expressed as 14/30 and 16/30. The addition of fractions totalling 30 days together with 9 full months will work out to 10 months. Emoluments for fractional periods may be computed by multiplying the emoluments by the factor 14/30 and 16/30 irrespective of the number of days in the month. This formula will also apply in the case of the month of February, irrespective of whether the month has 28 days or 29 days.
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