· Certain rules have been amended or new rules have been framed. The amended provisions of rules and new rule framed may please be seen in the bottom of the chapter.
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ENCASHMENT OF EARNED LEAVE/MEDICAL LEAVE

It has been decided to extend the facility of encashment of earned leave to the employees of the Federation, other than those employed in the Industrial Units of the Federation. Detailed rules, governing the scheme are given in Annexure I, and the same come into force with immediate effect.

2.
[“Leave salary means the monthly emolument paid to an employee which in the case of earned leave/medical leave will be equal to the pay drawn immediately before proceeding on earned leave/ medical leave as the case may be.”]1

3.
Applications for encashment of earned leave will be submitted by the employees in Proforma given at Annexure II and Personnel Division will issue necessary order in Proforma given at Annexure III.

(Ref. HO/AD/5/122/76-77 dated 19.01.1977)

Annexure – I

I.  Encashment of Earned Leave


All employees of the Federation, who are entitled to earned leave in accordance with the rules and regulations in force will be covered by the scheme.

2.
Only earned leave on full pay can be encashed.

3.
Encashment of earned leave will be allowed only once in a calendar year. The total period or earned leave actually availed of and the earned leave encashed should not together exceed 120 days at any one time.

*
Substituted and added vide O.O. No. HO/AD/5/122/77-78 dated 22.12.1977 and O.O. No. 14, dated 25.04.1991.

#
Inserted vide O.O. No. 48, dated 21.04.1982.

1.
Substituted w.e.f. 28.01.1981 vide O.O. No. 33, dated 11.03.1981.

4. Only that part of earned leave which is in excess of 30 days to the credit of the employee could be encashed subject to a maximum of 60 days at a time during any calendar year. Such option can be exercised only once during a calendar year. The number of days of earned leave encashed by an employee shall be reckoned as surrendered on the date of sanction of encashment and shall be deducted from the leave account of the employee concerned.

5. An employee having encashed a part of his earned leave during one calendar year shall not be entitled to avail of similar encashment in the next calendar year unless there is a clear gap of minimum ninety days.

*6.
[“An employee who ceases to be in the service of the Federation owing to retirement/death/retrenchment, will be eligible for salary for the un-enjoyed earned leave at his credit.” He will also be eligible for encashment of Medical Leave at his credit on his half pay at the time of retirement on attaining the age of Superannuation/death.]* 

7.
The authorities who are empowered to sanction earned leave will be competent to sanction encashment of leave also.

8.
The leave salary for the period of encashment of leave shall be paid in full. No deduction on account of provident fund subscription, House rent allowance and repayment of any advance etc. shall be made from this amount. For calculating pay for one day, a month will be taken as consisting of 30 days. Salary means basic pay, Fixed Dearness Allowance, DA, CCA [and Hill compensatory allowance]#

(Ref.OO No.21 dated 7.12.2004)

9.
The benefit of encashment of earned leave will also be admissible to the employees of the Federation, who are on foreign service to other organisations.

10.
In the case of employees belonging to other organisations who may be serving the Federation on deputation basis, the encashment of leave would be governed by the terms and conditions of their deputation.

II.
Encashment of a portion of Medical Leave

It has been decided to encash 25% of Medical Leave after maximum accumulation of such leave in one’s account. For example, if an employee does not avail any Medical Leave, he/she shall accumulate 180 days Medical Leave on full pay in 9 years, which is the maximum permissible accumulation, under the existing rules. Thereafter, no Medical Leave is credited to his/her account unless some portion of it is consumed. These provisions of staff regulations have been examined and it has been decided to allow employees to earn another 20 days of Medical Leave in the year following the year in which he/she has accumulated the maximum Medical Leave and thereafter permit him/her to encash 25% of the additional Medical Leave so accumulated over and above 180 days within three months from the date of such accumulation. In case the leave encashment is availed, the entire 20 Medical Leave would be treated as consumed. Otherwise also, in the event of non-encashment within the permissible period, the same will stand lapsed.


It is further clarified that the additional Medical Leave earned by an employee over and above 180 days is only to be encashed and it cannot be availed as Medical Leave by the employees. Once the additional Medical Leave is encashed, may be in part, within the prescribed period, the entire 20 days additional Medical Leave will be treated as consumed. Otherwise also, in the event of non-encashment within the permissible period, the same will stand lapsed.

2.
However, if an employee has been availing Medical Leave and he/she does not have a balance of 180 days Medical Leave in his/her account, this facility shall not be available to him/her.

3.
The procedure of encashment of Medical Leave will be the same as laid down for encashment of Earned Leave.


This order shall be deemed to have come into force w.e.f.  07.08.1985.

Ref.O.O.No.22 dated 10.9.1985

I.
In furtherance to Office order No. 22 dated 10.09.1985, the Executive Committee in their meeting held on 25.11.1986 decided on the subject, as under: -

(i) An employee will be permitted to accumulate Medical Leave over and the above 180 days on full pay at the rate of 20 days for every completed year of service for the purpose of encashment only.

(ii) Out of the additional Medical Leave so accumulated over and above 180 days (on full pay), an employee may encash Medical Leave not exceeding 25% or 20 days whichever is less during one calendar year.

(iii) All other terms and conditions as mentioned in Office order dated 10.09.1985 remain unchanged.


This order comes into force with effect from 25.11.1986.

(Ref, O.O. No. 33, dated 21.01.1987)

IMPORTANT  DECISIONS

A.
Under the Staff regulations of the Federation, each of the earned leave and Medical Leave can be accumulated upto a maximum limit of [presently 300] days. An employee, if he so desires, may encash a certain portion of his earned leave once in a year. Similarly under certain conditions, Medical Leave is also encashable in terms of Office Order No. 22 dated 10.09.1985. If an employee fails to avail earned leave/medical leave or encash it on or before maximum accumulation, he does not further earn the leave. 


Representations have been received from employees requesting for encashment of leave, after it lapsed, having accumulated at the maximum. Such requests cannot be acceded to as there is no provision in the rules. Since it amounts to pecuniary loss, it is considered advisable that the application for encashment of leave should be submitted within time as it would not be possible to entertain such requests for the lapsed leave. It is further clarified that it shall be the responsibility of the employee concerned to keep a track of his leave account. Office will not be able to help once the leave is lapsed.

(Ref. Circular No. HO/AD/5/151/86-87 dated 11.07.1986)
B.
ENCASHMENT OF EARNED LEAVE/ MEDICAL LEAVE – DEFERRING OF


Of-late, it has been observed that some of the Branch/Regional Offices are allowing encashment of medical leaves, inspite of specific instructions contained in Office order No. 13 dated 04.03.1999, deferring encashment of both Earned/Medical leaves. It is seen that the branches are encashing Medical Leaves in terms of Office order No. 22 dated10.9.1985, which was modified vide Office Order No. 33 dated 21.01.1987.


Office order No. 33 dated 21.01.1987 clearly states that an employee will be permitted to accumulate Medical Leave over and above 180 days on full pay at the rate of 20 days for every completed year of service for the purpose of encashment only – meaning thereby clearly that the Medical Leave shall continue to be credited to an employee over and above 180 days for encashment purposes only and will not lapse. It is, therefore, once again reiterated that all Branches/Regional Offices may please note that medical leave accumulation over and above 180 days under the encashable head shall not lapse. Hence, no leave can be encashed as per instructions contained in Office Order No. 13 dated 04.03.1999 till further orders.


The Branches/Regional Offices who had made reimbursement of Medical Leave after issue of Office Order No. 13 dated 04.03.1999, deferring encashment Earned/Medical Leave are, hereby advised to send the details of medical leave encashment allowed to the employees viz. Number of days – amount involved alongwith reasons thereof in respect of each employee/officer for apprising to the Competent Authority within 10 days of the issue of this order for taking a view in the matter.

(Ref. O.O. No. 5 dated 11.05.2000)

C.
Taking into Account A.D.A. Insta-llments Announced by Government of India

The installments of DA which have been announced by the Government of India from 01.04.1981 are to be taken into consideration for payment or earned leave encashment. It has now been decided by the competent authority that the installment of DA announced by the Government of India with effect from 01.04.1981 onward will be taken into consideration for payment of encashment of leave. In case any encashment of leave bill of the employees have been settled, the difference on account of enhanced ADA may also be paid to the employees with effect from 01.04.1981 only. The previous cases settled before 1.4.1981 will not be re-opened.

(Ref. HO/FA/21/(4)/81-82 dated 09.11.1981)

D.
Deduction of Income Tax at Source on Leave Encashment


This is in continuation to Head Office circular of even number dated 29th March, 1984.

2.
According to Taxation Laws (Amendment) Bill, 1984 which has been recently passed by the Parliament, exemption on leave salary encashment is available only at the time of retirement but not in the course of service itself. This amendment has been made retrospectively w.e.f. 01.04.1978, the date from which provision was inserted in the Finance Act. The position has thus been cleared that exemption would be available only on retirement and not while in service. To make matters clearer, the payment by way of leave encashment has been included in the definition of salary and now it can no longer be regarded as a capital receipt, which was done by various judicial authorities as a result of which we also did not deduct income-tax for such payments last year.

3.
In view of above, you are advised to deduct income tax while making the payment of leave encashment bill henceforth.

4.
For the past cases, the employees who availed this exemption in the Federation, may be asked to produce their assessment orders within a month’s time for which a written circular may be addressed to them. If they are unable to produce assessment orders, you may make deduction of the amount due from their salary and deposit the same with the concerned department to avoid imposition of penalty by Income Tax Authorities.

(Ref. HO/FA/15/5/83-84, dated 12.10.1984)

Annexure – II

The Managing Director,

National Agricultural Cooperative

Marketing Federation of India Ltd.,

New Delhi

Sir,


With reference to Office order No. HO/AD/5/122/76-77 dated 19.01.1977, I hereby request for the Encashment of … days earned leave/encashment of maximum earned leave admissible under the rules in this regard.


Thanking you,


Yours faithfully

Dated………..

Annexure – III

ORDER


With reference to his application date ……… requesting for encashment of earned leave, Shri ……… is hereby permitted encashment of ……….…. days earned leave. After this the balance earned leave due in his account as on …. will be …… days.

2.
Since leave at his credit is less than 30 days, encashment cannot be allowed in terms of rules in this regard.

For Managing Director

Shri …………..

Copy to A/cs.Deptt. For necessary action.

        Pursuant to decision of the Board of Directors in its meeting held on 17.08.12, it has been decided to extend the facility of encashment of Medical Leave on resignation to the employees of the Federation (excluding Industrial Units). .

                    The employee of the Federation henceforth shall be eligible for encashment of Medical leave to his credit on half pay at the time of resignation to the extent of 360 days. Further, leave encashment of Medical leave over and above 180 days on full pay so accumulated will be made as per  Office order no. 22 dated 10.9.1985 

                     The benefit of encashment of Medical leave on resignation will also be admissible to the employees of the Federation, who are on Foreign Service to other organizations. 

                    This order comes into force with effect from 17.8.2012.

O.O. NO. 03  DATED 028.08.2012

               The Board of Directors in its meeting held on 03.12.2018 while considering the agenda for revision in administrative overheads for the year 2018-19 and withdrawal of previous austerity orders has approved the restoration of LTC and Earned Leave Encashment benefit to the staff of the Federation. 

2.            Accordingly, following benefits to the employees of the Federation are hereby restored with effect from 3rd Dec 2018:-

	i) 
	Leave Travel Concession
	a) Home Town LTC once in three years as per class of entitlement of travel.
b) Journey place other than Home town i.e. any place in India once in a Block of four calendar years starting with 2019-22. 

All other terms shall remain same as contained in the LTC Rules. 

	ii) 
	Earned Leave Encashment
	30 days in a calendar year as per the rules contained in the encashment of EL Rules. 


Office Order No. 16
Dated 11.12.2018

It has been decided by the Competent Authority to make the amendments in Rule 5 of encashment of earned leave rule as under:-

	Existing Rule
	Amended Rule

	An employee having encashed a part of his earned leave during one calendar year shall not be entitled to avail of similar encashment in the next calendar year unless there is a clear gap of minimum 90 days.


	An employee having encashed a part of his earned leave during one calendar year shall not be entitled to avail of similar encashment in the next calendar year unless there is a clear gap of minimum 180 days.




2.
The above amended rules come into force w.e.f. 24.12.2018.

Office Order No. 17
Dated 28.12.2018
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