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Session 6 – Amount of Pension and Gratuity

 Amount of Pension and Gratuity
Session Overview

In the previous two sessions we discussed the periods qualifying for inclusion as ‘qualifying service’ for working out the pension entitlements and method of working out the emoluments and average emoluments for working out pension entitlements for Central Government employees. 

During this session we will discuss the amount of pension and gratuity payable to Central Government employees, given the length of qualifying service and the average emoluments drawn by them. 
Learning Objective

At the end of this session the trainees will be able to work out the pension and gratuity entitlements of Central Governments employees from the given qualifying service and the given emoluments. 
Pension and Gratuity

The retirement benefit to retiring Government servants consists of:

(i) a monthly recurring payment after retirement termed 'Pension'; and

(ii) a lumpsum payment termed 'Retirement Gratuity'. 
A Government servant who retires from service with a qualifying service of less than ten years is not entitled for the payment of 'Pension' but is entitled for the payment of a lumpsum amount termed 'Service Gratuity'. This service Gratuity is quite different from the 'Retirement gratuity'. A retiring Government servant may become eligible for:

(i)
Pension and retirement Gratuity; or 
(ii)
Service Gratuity and Retirement Gratuity.

Previously the 'Gratuity' admissible to a Government servant on his retirement from service or death while in service under Rule 50 of CCS (Pension) Rules, 1972 was titled as 'Death-cum-Retirement Gratuity'. Consequent on the recommendations of the Fourth Central Pay Commission and effective from 1st January, 1986, the title has been changed as:

(i) 'Retirement Gratuity', which is admissible to the Government servant on his retirement after completion of 5 years' qualifying service, and
(ii) Death Gratuity', which is payable to his nominee(s)/ family in the event of his death while in service.

Pension and Retirement Gratuity are admissible to permanent Government servants and temporary/quasi-permanent Government servants who retire from service on superannuation or invalidation after rendering a continuous service of ten years or more and those voluntarily seeking retirement after rendering not less than twenty years of continuous service.

The amount of Pension/Service Gratuity, Retirement Gratuity and death 

Gratuity is based on:

(i) the number of years of qualifying service (i.e.) the period of service which counts for pension); and
(ii) 'Emoluments' and 'Average Emoluments'. In the previous sessions, we have dealt with 'qualifying service', emoluments' and 'average emoluments'. In this session, we will deal with computation of the amount of pension and also the amount of 'Retirement Gratuity' and 'Death Gratuity'. 
Rule 49 of CCS (Pension) Rules, 1972, deals with the rates of pension admissible while Rule 50 ibid deals with the amount of Retirement Gratuity and Death Gratuity permissible.

Amount of Pension
A Government servant who retires from service before completing qualifying service of ten years is not eligible for the payment of pension; but a lump sum amount termed as 'Service Gratuity'.

Service Gratuity  is payable to him calculated at a uniform rate of half month's emoluments for very completed six-monthly (half-year) period of service under Rule 49 (1). Therefore, monthly pension is admissible to a Government servant who retires from service after completing qualifying service of not less than ten years. After ascertaining (i) the number of years of qualifying service, and (ii) average emoluments drawn during the last ten months of service before retirement, the pension has to be calculated.

Amount of Pension

W.e.f 1.1.2006, Pension is calculated with reference to emoluments (i.e.last basic pay) or average emoluments (i.e. average of the basic pay drawn during the last 10 months of the service) whichever is more beneficial. The amount of pension is 50% of the emoluments or average emoluments whichever is beneficial
Earlier the amount of superannuation pension payable to a Central Government employee with 33 years of qualifying service was 50% of the average emoluments. Qualifying service of more than 33 years had no impact on the amount of pension. Where the qualifying service of an employee was less than 33 years, the pension admissible was proportionately reduced. 

Minimum amount of Pension
 The Minimum pension presently is Rs. 9000 per month   The minimum limit is applicable to all kinds of pensions including compassionate allowance and pension admissible on absorption in or under a corporation, company or Body granted under Rules 37. 

1)
The minimum pension prescribed above is applicable only in respect of the original pension, i.e., before commutation, if any.

2)
In the case where a family pension is divisible in equal shares amongst two or more widows, twin children, principle of minimum pension of Rs 9000.00  per month should apply to the original pension and not to the divided share of each widow/child.

The minimum & maximum limits of pension are as under 
	Period
	Minimum
	Maximum

	01.04.1987 to 31.03.1992
	Rs 325/- PM
	Rs 2850/- PM

	01.04.1992 to 31.12.1995
	Rs 375/- PM
	Rs 3750/- PM

	01.01.1996 to 31.03.2004
	Rs 1275/- PM
	Rs 12500/- PM

	01.04.2004 to 31.12.2005
	Rs 1913/-PM
	Rs 18750/-PM

	01.01.2006 to 31.12.2015
	Rs 3500/- PM
	Rs 40000/- PM

	01.01.2016 onwards
	Rs 9000/-PM
	Rs 1,25,000/-PM


Maximum amount of pension
In the cases Government servants retiring from service on or after 1st January, 2016, Maximum limit on pension is 50% of the highest pay in the Government of India (presently Rs. 1,25,000) per month. Pension is payable up to and including the date of death.. The ceiling of Rs 125,000 should be applied to the original pension, i.e., before commutation.

Rounding of pension/gratuities to the next higher rupee
1)
The amount of pension finally determined under Rule 49(2) shall be expressed in whole rupees and any fraction of a rupee shall be rounded off to the next higher rupee.

2)
The above provision applies to all classes of pensions including compassionate allowance which is also in the nature of pension.

3)
The rounding off is to be done only once. As for example, in the case where the pension has to be determined for a qualifying service of less than 33 years, the rounding off should not be done at the stage of calculating pension for the maximum qualifying service of 33 years; but should be done at the final stage of determining the proportionate pension for the actual period of qualifying service.

4)
Commutation of pension is also to be made only on whole rupees, ignoring fraction, if any. Thus the net amount of pension payable per month will also be in whole rupees. The capitalized value of commutated portion of pension should also be rounded off to the next higher rupee.

5)
The amount of (i) Service Gratuity, (ii) Retirement Gratuity, and (iii) Death Gratuity as finally calculated should be rounded off to the next higher rupee, where the amount contains a fraction of a rupee.

6)
The amount of 'family pension' admissible under Rule 54 shall be fixed at monthly rates and be expressed in whole rupees and where the family pension contains a fraction of a rupee, it shall be rounded off to the next higher rupee. Where the family pension is divisible to more than one beneficiary, the fraction of a rupee, if any, in each share should be rounded off to the next higher rupees; but the total of all the shares should not exceed the maximum amount of family pension, .
7)
In respect of pension paid for a part of a month where pension and relief thereon becomes payable in fraction of a rupee, the same pay may be rounded off to the next higher rupee.

Dearness Relief to Pensioners

(i)
Dearness relief will be sanctioned from 1st July and 1st January every year based on increase in price-rise neutralization will be allowed uniformly to all pensioners/family pensioners.  The Dearness Relief on pension is payable only after orders in that regard are issued by the Government of India.
(ii)
Any fraction of a rupee shall be rounded off to the next higher rupee.

(iii)
Reemployed/employed pensioners whose pension has been ignored in full and their pay fixed at the minimum of the scale of pay of the re-employed post are eligible to draw Dearness Relief on pension during the period of their re-employment/ employment also.

(iv)
Dearness Relief shall be suspended when a Central Government pensioner is re-employed/employed and whose pension is not ignored entirely while fixing their pay in the re-employed post.

(v)
The 'Dearness Relief' should be calculated on the original amount of pension, i.e, amount of pension before commutation, if any.

Retirement Gratuity and Death Gratuity
The 'Death-cum-Retirement Gratuity' admissible to a permanent Government servant on his retirement on payable to his family in the event of his death while in service under Rule 50 has, with effect from 1st January, 1986, been assigned separate new titles, viz.:

(i) 'Retirement Gratuity' which is payable on his retirement from service, and
(ii) Death Gratuity which is payable to his family in the event of his death while in service. In this session we discuss the position obtaining prior to 1st January, 1996 as well as the position obtaining from 1st January, 1996.

As stated earlier, the retirement benefits under the Central civil Services Rules 1972, consist of two elements, viz, (i) Pension or Service Gratuity, (ii) Death-cum-Retirement Gratuity. Pension is admissible only for qualifying service of 10 years and above. For a service of less than 10 years, monthly pension is not given, but only lump sum 'Service Gratuity' is paid. The second element, viz., Retirement Gratuity is in addition to the first element under which he gets the Pension or Service Gratuity as stated above. The Retirement Gratuity is admissible only if the qualifying service is not less than 5 years while the Service Gratuity can be paid for a qualifying service of six months onwards. The Service Gratuity or Pension is payable only if the Government servant retires on superannuation compensation, invalid or retiring pension, but not if he dies while in service.

Retirement Gratuity

This is payable to the retiring Government servant. A minimum of 5 years' qualifying service and eligibility to receive service gratuity/pension is essential to get this one time lump sum benefit. Retirement gratuity is calculated @ 1/4th (one fourth)  of a month’s Basic Pay plus Dearness Allowance drawn on the date of retirement for each completed six monthly period of qualifying service. There is no minimum limit for the amount of gratuity. The retirement gratuity payable for qualifying service of 33 years or more is 16.5 times the Basic Pay plus DA, subject to a maximum of Rs. 20 lakhs. There is no ceiling on reckonable emoluments for calculation of gratuity.

Death Gratuity

In the event of the death of a Government servant while in service the death gratuity shall be payable to his family nominees(s) at the following rates:

	Length of service
	Rate of Death Gratuity

	Less than One year
	2 times emoluments

	One year or more but less than 5 years
	6 times of  monthly emoluments

	5 Years or more but less than 11 years
	12 times of monthly emoluments 

	11 Years or more but less than 20 years
	20 times of monthly emoluments

	20 years or more
	Half month’s emoluments for every completed six monthly period of Q. S.  subject to a maximum of 33 times of emoluments and Rs 20 lakhs


The ceiling on gratuity will increase by 25% whenever the dearness allowance rises by 50% of the basic pay The Death Gratuity in the above scale is admissible irrespective of whether the deceased Government servant was permanent temporary or quasi-permanent. There is no ceiling on reckonable emoluments for calculation of Death Gratuity.

'Emoluments' for calculating service Gratuity/Retirement Gratuity/Death Gratuity
The term 'emoluments' for purposes of calculating Service Gratuity/Retirement Gratuity/ Death Gratuity shall mean basic pay as defined in FR 9 (21) (a) (i) the pay drawn in the prescribed Level in Pay Matrix,which the Government servant was receiving immediately before his retirement or on the date of death while in service and will also include non-practising allowance granted to Medical Officers and stagnation increment(s). There will be no ceiling on reckonable 'emoluments' for calculating Service/Retirement/Death Gratuity. If the 'emoluments' of a Government servant have been reduced during the last ten months of his service otherwise than as a penalty, 'average of emoluments has drawn by him during the last ten months of his service/Retirement/ Death Gratuity.

In the case of retirement/ death while in service taking place on or after 01.01.1996, Dearness Allowance admissible on the date of retirement/death shall also be treated as 'emoluments' along with basic pay, stagnation increment and non-practising allowance granted to Medical Officers for the purpose of Service/ Retirement/ Death Gratuity only.

In the case of retirement/death while in service taking place between  01.01.2004 to 31.12.2005  'Dearness allowance' equal to 50% of 'Basic Pay' drawn immediately before retirement/death while in service will also be treated ad 'emoluments' for the purpose of calculating service/retirement/death gratuity in addition to the above.

Rounding off Gratuity to the next higher rupee

The amount of Service /Retirement/ Death Gratuity and commuted value of pension as finally calculated should be rounded off to the nex t higher rupee.

Residuary Gratuity
The 'Death Gratuity' payable in the case of death of a Government servant while in service after completion of 5 years qualifying service  is subject to the minimum of '12 times of emoluments' which he was getting at the time of death but there is no such minimum in the case of Retirement Gratuity payable on retirement. If a Government servant dies within 5 years from the date of his retirement and the sums actually received by him at the time of his death on account of pension or Service Gratuity and Retirement Gratuity are less than 12 times of his emoluments at the time of retirement, the deficiency may be granted to the nominee(s) and heir(s). The deficiency paid is called 'Residuary Gratuity'. This is based on the principle that a benefit which accrues in the case of death while in service should not be denied in the case of death immediately after retirement. 

Nomination
1)
A Government servant shall, on his initial confirmation in a service or post, make a nomination in the prescribed form conferring on one or more persons the right to receive the Death Gratuity payable to him in the event of his death while in service and the right to receive the Retirement Gratuity which having become due to him on retirement remains unpaid at the time of his death. If he nominates more than one member, he shall specify in the nomination the amount of share payable to each of the nominees in such manner as to cover the entire amount of gratuity.

2)
If at the time of making nomination, the Government servant has a 'family', the nomination,  shall not be in favour of any person or persons other than members of 'his 'family'. 'Family' for his purpose means:

(i)
wife or wives/husband including judicially separated wife/wives or husband, 
(ii)
son(s) including his stepson,

(iii)
unmarried daughter(s) including stepdaughter(s), and adopted daughter(s), 
(iv)
widowed daughter(s) including stepdaughter(s) and adopted daughter(s), 
(v)
father, 
(vi)
 mother, 
(vii)
brother(s) below the age of eighteen years including stepbrother(s), 
(viii)
unmarried sister(s) and widowed sister(s) including stepsister(s), 
(ix)
married daughter(s) and 
(x)
children of predeceased son.

3)
If at the time of making the nomination, the Government servant has no 'family', the nomination can be made in favour of a person or persons, or a body of individuals, whether incorporated or not. But this nomination shall become automatically invalid when the Government servant subsequently acquired a 'family'

4)
The Government servant may specify in the nomination another member to receive the benefits if the nominee predeceases the Government servant. If, at the time of making the nomination, he has more than one member of his family he can specify another member only from amongst the member of his family. If he has only one member in his family at the time of making the nomination, he can specify in the nomination any other person to receive the benefits in the event of the nominee predeceasing the Government servant. This nomination shall become automatically invalid of the Government servant subsequently acquired additional member in his family.

5)
The Government servant may provide in the nomination the contingency on the happening of which the nomination shall become invalid. As for example, a Government servant- a bachelor at the time of making the nomination- may nominate his father to receive the gratuity amount in the event of his death. He may provide that his nomination shall become invalid in the event of his subsequently marrying. If he does not make this payment of Retirement of Death Gratuity will be made to the nominee and his wife cannot get any share.

6)
Nomination once made can be cancelled and replaced by a fresh one. The Government servant should send the fresh nomination as well as cancellation, if any, to the Head of the Office concerned.

Persons to whom gratuity is payable
The Retirement Gratuity amount is payable to the Government servant at the time of his retirement. If a Government servant dies after retirement but before receiving the amount of Retirement Gratuity admissible, the amount of Retirement Gratuity shall be payable to the nominee according to the share specified in the nomination. Similarly, the Death Gratuity admissible in the event if the death of a Government servant while in service shall be payable to the nominee(s) according to the share specified in the nomination. In both the cases, if there are no nominations or of the nomination made do not subsist, the gratuity amount shall be paid to the following surviving members of the family in equal shares:-

(i)
Wife or wives/husband

(ii)
Son(s) including stepson(s) and adopted son(s),
(iii)
Unmarried daughter(s) including step/adopted daughters.

If there are no such surviving members as in (i) to (iii) above, the gratuity shall then be payable in equal shares to the following surviving members:-

(i)
 Widowed daughters including step/adopted daughters;

(ii)
 Father;
(iii) Mother;
(iv) Brother below the age of eighteen years including stepbrothers;

(v) Unmarried sisters and widowed sisters including stepsisters;
(vi) Married daughters; and

(vii)
Children of a predeceased son.

Debarring a person from receiving Death/Retirement Gratuity

If a person, who, in the event of death of a Government servant while in service, is eligible to receive gratuity either by being the nominee or otherwise as provided in Rule 51 of CCS (Pension) Rules, is charged with the offence of murdering the Government servant or for abetting in the commission of such an offence, his claim to receive his share of the gratuity, shall remain suspended till the conclusion of the criminal proceedings instituted against him. If, on the conclusion of the criminal proceedings, the person concerned is convicted for the offence, he shall be debarred from receiving his share of gratuity, if any. If he is acquitted of the charge, his share of gratuity shall be payable to him.

The above provision shall equally apply to undisbursed retirement gratuity in the event of the death of the Government servant after retirement.

Lapse of Death/Retirement Gratuity
The Death Gratuity/Retirement Gratuity shall lapse to the Government in cases, where the Government servant dies while in service or after retirement without receiving the amount of gratuity and leaves behind no family and
a) has made no nomination, or
b) the nomination made be him does not subsist.
 However, the Death Gratuity/Retirement Gratuity shall be payable to a person in whose favour a Succession Certificate in respect of the Gratuity in question has been granted by a Court of Law.

Recovery of Government due from Retirement/Death Gratuity

It is permissible to make recovery of Government dues from the Retirement Gratuity/Death Gratuity dues in respect of a Government servant even without obtaining his consent, or without obtaining the consent of the members of his family in the case of the deceased Government Servant, as the case may be:-

It should be noted that only 'Government dues' as defined in Clause(3) of Rule 71 CCS (Pension) Rules, is recoverable from Retirement/ Death Gratuity and no recovery could be effected from the Gratuity towards the whole or part of any pecuniary loss caused by the Government servant concerned to Government by negligence or breach of orders.
Exemption of Gratuity from Income Tax & Court attachment  

Under section 10(10) of the Income Tax Act, no income tax is leviable on the Reirement Gratuity or Death Gratuity amount.

Under the provisions of Code of Civil Procedure, the Retirement Gratuity or Death Gratuity is not liable to be attached by Courts of Law.
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