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The Karnataka Compulsory Gratuity Insurance Rules, 2024

On 10th January 2024, the Government of Karnataka published the Karnataka Compulsory Gratuity Insurance
Rules, 2024 (‘New Gratuity Insurance Rules’) to prescribe the requirement for employers to obtain a valid
insurance policy for the employer’s liability towards payment of gratuity to eligible employees as per the

Payment of Gratuity Act 1972 (‘Gratuity Act’).

Applicability
The act and the new rules apply to all organizations/employers who have more than 10 employees other than

employer of an establishment belonging to or under the control of Central Government or State Government;

Obtaining Insurance for Payment of Gratuity

As per the New Gratuity Insurance Rules, every employer must obtain insurance from LIC or any other
prescribed insurer for payment of Gratuity liability to the employees. The Existing employers are required to
comply with this requirement within 60 days from the effective date of these rules (i.e., by 10" March 2024)
and every new employer are required to comply with these rules within 30 days from the date of applicability

of these rules to such new employer.

Procedure

Every employer must pay premium and renew the policy periodically and intimate the Controlling Authority
within 15 days of such renewal. The employers are required to exercise due diligence for on-time payment and
renewal and to make payment of premium before the lapse of policy period to guarantee the renewal of such

insurance policy.

Recovery of amount of Gratuity
As per the New Gratuity Insurance Rules, the Controlling authority can recover the amount of gratuity directly

from the Insurer as determined and eligible to the employee.

Exceptions/continuation of Approved Gratuity Trust Fund

Every employer who has already established an approved gratuity trust fund and who desire to continue the
trust and every employer employing at least 500 persons and establishing an approved gratuity trust fund are
allowed to continue such trust funds as long as the approved gratuity trust fund covers the entire liability of all
the employee eligible for gratuity. The employers are required to submit application to the Controlling Authority
to demonstrate the commitment of the employer to comply with the New Gratuity Insurance Rules. For a
Gratuity Fund Trust to qualify as Approved Gratuity Trust Fund, the employers must comply with the conditions

specified in the Rule 7 of the said New Gratuity Insurance Rules.
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Registration with the Controlling Authority

Every employer shall get registered with the Controlling Authority within 30 days of obtaining insurance along
with the list of employees insured. Subsequently, in case of any changes in list of employees or insurance or
any other information, same shall be informed to the Controlling Authority promptly.

The Controlling Authority shall immediately register on receipt of application.

The forms/applications prescribed under the rules are as follows,

Form To be used by Purpose Time Limit

Form-I Employer To register the establishment with the Controlling | 30 days from date of
Authority obtaining insurance

Form-II Employer To continue approved gratuity fund or establish a
gratuity fund

Form-III Employer To register the changes in list of employees or | Whenever there is a
insurance or any other information change

Form-1V The Controlling | Registration form Immediately

Authority
Conclusion:

1. It is now clear that every company having 10 or more employees should take compulsory gratuity
insurance form LIC of India.

2. Obtain registration certificate from Controlling Authority, Department of Labor

3. Do annual contributions based on actuarial valuation

4. Inform Controlling Authority about such renewals or any changes in employees or any changes in the

company within 15 days of such change.
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About Us:

Vishnu Daya & Co LLP is a Professional Services Firm under which dedicated professionals have
developed core competence in the field of audit, financial consulting services, financial advisory, risk
management, direct and indirect taxation services to the clients. Each Partner is specialized in different
service area. The services are structured differently in accordance with national laws, regulations,
customary practice, and other factors. We continuously strive to improve these services to meet the growing

expectations of our esteemed customers.

Started in the year 1994 as audit firm in Bangalore with an ambition to provide services in the area of
accountancy and audit our legacy of vast experience and exposures to different types of industries made us
rapidly adaptable to the changing needs of the time and technology by not only increasing our ranges of
services but also by increasing quality of service. With diversification, our professional practice is not only
limited to Bangalore but has crossed over to the other parts of India with a motto to provide “One Stop

Solutions” to all our clients.

For more information, please visit www.vishnudaya.com

In case of any clarification please reach us:

Name Particulars Mail ID Mobile Number

Vishnu Moorthi H | Managing Partner vishnu@vishnudaya.com +91 9880 715 961

Dayananda K Indirect Taxes /| daya@vishnudaya.com +91 9845 025 682

DGFT

Vinayak Hegde Indirect Taxes vinayaka@vishnudaya.com +91 9902 586 492

Shankar D Direct Taxes shankar@vishnudaya.com +91 9880 715 963

Anju Eldhose Direct Taxes anju.eldhose@vishnudaya.com | +91 9496 148 918

Manjula A Direct Taxes manjula@vishnudaya.com +91 9740 854 009

Rakesh K FEMA rakesh@vishnudaya.com +91 9008 047 675
Our Offices

Bangalore Chennai

GF No. 7 & 3rd Floor, No. 3A, 3rd Floor,

Karuna Complex, No. 337 Amber Crest Apartment (Next to Egmore Ashoka

Sampige Road, Malleshwaram Hotel), Pantheon Road, Egmore

Bangalore — 560 003 Chennai — 600 008

Tel +91 80 2331 2779 Tel +91 44 2855 4447

Fax +91 80 2331 3725 Fax +91 44 2855 3521
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Information in this publication is intended to provide only a general outline of the subjects covered. It
should neither be regarded as comprehensive nor sufficient for making decisions, nor should it be used in
place of professional advice. Vishnu Daya & Co LLP accepts no responsibility for any loss arising from

any action taken or not taken by anyone using this material.
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