Agenda points for discussions by NCOA with Secretary, DPE on 17th November, 2009

1. Enhancement of income tax limit for Gratuity: 
a) Extract from the Income Tax Code, 2009: “Deductions from gross salary - the amount of any death-cum-retirement gratuity received under the Payment of Gratuity Act, 1972 or from the Central Government, State Government, local authority or any public sector company.”

As per this code, the employees of Public Sector will be treated on par with the     government employees for purposes of taxation of Gratuity with effect from April 2011 and the gratuity will not be taxed. The amount paid by the Public Sector to their employees as Gratuity will not be taxed after April 2011. 

Till March 2011, the gratuity amount beyond Rs. 3.5 lakhs will be taxed in the case of Public Sector employees whereas it is not taxable for government employees. The government to should treat the employees of Public sector on par with the Central government employees in the intervening period of Jan 2007 to March 2011 also.

b) The 2nd Pay revision Committee for CPSEs had recommended that the Gratuity for the CPSE executives should be paid without any limit. The then Secretary, DPE during the discussions with the NCOA had specifically mentioned that the government will either accept the recommendations as it is in which case the amount over and above the limit may be taxed. Alternatively, the Gratuity may be limited to Rs. 10.00 lakhs in line with the government employees and the amount will be exempted from income tax as in the case of government employees.
However, the DPE circular has limited the gratuity to Rs. 10.00 lakhs and tax exemption has not been raised. The DPE should take up with the Ministry of Finance and ensure that the tax limit is raised to Rs. 10.00 lakhs for CPSE employees also. 

2.   Issue Pay revision for Sick and marginally profit making units: 
The 2nd Pay revision committee had recommended that Sick Enterprises that are making cash profits may be allowed to implement the pay revision without Risk Pay or Variable Pay. This recommendation of the committee has not been implemented so far. We request that the government should implement this recommendation and the revised pay scales should be implemented with effect from 1st January 2007 for the marginally profit making and sick CPSEs with 30% fitment benefit. The variable pay and revision of Perks & Allowances can be differed.
In case, any of the CPSEs have implemented the Pay revision   already with fitment of less than 30% in view of the affordability clause, these CPSEs should be allowed the additional fitment (Total fitment being limited to 30%) subsequently as and when they improve the profitability.

The 2nd Pay revision committee had also recommended that CPSEs that are not making cash profits should be examined by BRPSE in a period of 6 months for revival or enclosure. Enterprises that are recommended for revival should include the proposal for revised pay scales. If Enterprises are recommended for closure the executives should be compulsorily retired by paying compensation based on the revised basic pay recommended. We request that this recommendation of the committee should be implemented immediately.  If the government delays a decision further, it may result in key executives leaving the Enterprise and it will become difficult for the government to revive these Enterprises subsequently.

3. Personnel Pay, Special pay, Stagnation increments: 
The personnel pay, special pay, stagnation increments are not being considered for purposes of pay fixation at the time of Pay revision. This is against the basic principles of pay fixation and the Personnel Pay, special pay, stagnation increments etc. should be considered as a part of the basic pay for purposes of pay fixation. It is a well defined policy that Personal Pay, Special Pay, stagnation increments etc. of the individual is always considered for purposes of pay fixation. Keeping in line with the established policy of pay revisions, the Personal pay, Special Pay, Stagnation increments  etc. should be considered as basic pay for purposes of Pay fixation at the time of pay revision. In line with the past practice, the family planning increment should be given in the new scale.
4. Extraordinary increments granted to Defence PSEs prior to Jan 2007: 
A few CPSEs especially under the Ministry of Defence Production have granted extraordinary additional increments to their executives prior to January 2007 as they are not able attract the best talent. These Enterprises are working in high tech-areas and were finding it very difficult to run the Enterprises as they are not able to attract the technically competent engineers in view of meager salaries when compared to the Private Sector and other CPSE Units like NTPC, NHPC, PGCIL, REC, ONGC, IOC, HPCL, BPCL, GAIL, NMDC, NALCO, BHEL, SAIL, CIL, etc. 

The Boards of these CPSEs have granted additional increments prior to 1st January 2007 in these Enterprises to ensure that the Executives / Supervisors will be on par with other leading CPSEs in terms of pay. The Board of the CPSE has the power to grant additional increments and a number of cases they have even take the approval of the administrative Ministry.  The DPE vide Clause 2 (ii) of the Office Memorandum dated 26th November 2008 has nullified this. 

It is against natural justice to nullify the additional increments granted by a competent authority after more than two years. The executives have drawn these increments and drawn the pay based on these increments during the last two years. We request you sir, to please examine the issue and withdraw this Clause 2 (ii) of DPE OM dated 26th November 2008.
5. Maternity and Child Care leave for employees of CPSEs on par with Central government Employees:
6. Rental assessment for Leased accommodation: 
The present system of rental assessment of leased accommodation based on the market rent by a committee constituted specifically for this purpose at the Enterprise level is creating lot of unnecessary paper work and heart burn. In the present context of HRA being paid to the employees based on the eligibility rather than based on the actual rent paid, it is logical that the lease rent may be paid based on the actual rent limited to the eligibility of the individual without the system of assessment by a committee. Effective Date for revision of Perks: As per the DPE Office Memorandum dated 2nd April 2009, the effective date for revision of Perks will be 26th November 2008 if the Presidential Directives are issued by the Administrative Ministry within one month from 2nd April 09, otherwise the effective date will be the date of issue of the Presidential Directives. This against the principles of natural justice as the delay caused by the management of the Enterprise and the Ministry will deny the benefit of perks revision to the executives. The effective date for revision of Perks for executives in all Enterprises shall be 26th November 2008.

7. NPA for Doctors: 
The NPA for Doctors should be 25% of the basic pay uniformly in all the CPSEs. Presently different CPSEs are following different practices. Uniformity has to be brought, in the principle of application of NPA. As NPA is a part of the basic pay for all purposes, NPA shall be paid with effect from 1st January 2007. The NPA should be treated as part of basic pay for computing the Perks and Allowances.
8. Retired Employees Medical Benefit: 
The 2nd Pay revision committee had recommended that CPSEs may create a corpus by contributing 1% to 1.5% of PBT to create a fund in order to take care of medical and any other emergency needs of retired employees and also those who are not adequately covered by the Pension Scheme. This recommendation is under active consideration of the government and DPE had asked for comments of the Ministries. The government should take a positive decision in this regard to take care of the retired employees.

9. Disparity in pay with respect to non-officers:  
There are disparities existing in the pay even in the pre-revised scale in companies like Hindustan Machine Tools where the non-officers takes higher salaries because of the agreement made with them allowing percentage increment.  This needs to be corrected urgently.
10. Policy regarding the revival of Sick Units:

11. Gov. Policy regarding Disinvestment / Multiple-ownership:
