
Code on Social 

Security, 2020

Analysis by SBC LLP



Introduction – Social Security 

Code

New codes intend to amalgamate, simplify, and rationalize the relevant provisions of the subsumed  enactments.

Amalgamation of labour laws will

Facilitate
implementation

Remove  
multiplicity of  

definitions

Facilitate use
of technology

Ensure  
transparency &  
accountability

Aid in effective
enforcement of
the provisions

Facilitate ease  
of compliance



14
Total Chapter in the code

07
Schedules in the code

09
No. of Acts Repealed / 
Subsumed

164
Total Sections in the code

91
Definitions Provided

Applicability of the 
code

On such date as notified by 
the Central Govt. 

An Act to amend and consolidate the laws relating 

to social security with the goal to extend social 

security to all employees and workers either in 

the organised or unorganised or any other 

sectors and for matters connected therewith or 

incidental thereto.

At Glance



Acts subsumed

01

02

03

04

05

06

07

08

The Employee’s Compensation Act, 1923

The Employees’ State Insurance Act, 1948

The Employees’ Provident Funds and Miscellaneous Provisions 
Act, 1952

The Employment Exchanges (Compulsory Notification of 
Vacancies) Act, 1959

The Maternity Benefit Act, 1961

The Payment of Gratuity Act, 1972

The Cine-Workers Welfare Fund Act, 1981

The Building and Other Construction Workers’ Welfare Cess Act, 
1996

With the introduction of the Code on Social Security, 

2020 (Code), the following acts shall stand repealed:

09 The Unorganized Workers Social Security Act, 2008



Schedules 
Under Social 

Security Code
Provisions under current Act / Law Provisions under New code

Impact 
assessment

Schedule 1 – EPF

Section 1 (3) of EPF & Misc Act 1952
Sec 1 (3) (a) : Applicable to every establishment which is a factory engaged in any  industry 
specified in "Schedule 1" and in which 20 or more persons are employed  

Sec 1 (3) (b) : to any other establishment employing 20 or more persons or a class of  such 
establishments which the central govt may notify.

Every Establishment in which twenty 
or more employees are employed

In terms on non 
applicability clause 

section 16 of current 
EPF Act and Section 20 
of Social Security Code 
have the same impact

Schedule 1 - ESIC

Section (1)(4) of ESIC Act  1948
Every establishment in which ten or more persons are other than a seasonal factory.
Also applicable to establishments carring out hazardous or life threatening   occupations
Contribution from employer and employee to be payable under section 29 and notification of 
date by the government

Applies to all factories including  
factories  belonging to the 
government, other than seasonal 
factories.

Schedule 1 –
Maternity Benefit

Section 2 (1) of The Maternity Benefit Act 1961
Sec (2)(1)(a) : to every establishment being a factory, mine or plantation including any such 
establishment
belonging to Government and to every establishment wherein persons are employed for the 
exhibition
of equestrian, acrobatic and other performances;
Sec (2)(1)(a) : to every establishment being a factory, mine or plantation including any such 
establishment
belonging to Government and to every establishment wherein persons are employed for the 
exhibition
of equestrian, acrobatic and other performances;

(a) to every establishment being a 
factory, mine or
plantation including any such 
establishment belonging
to Government; and

(b) to every shop or establishment in 
which ten or more
employees are employed, or were 
employed, on any
day of the preceding twelve months; 
and such other
shops or establishments notified by 
the appropriate
Government.



SCHEDULES 
UNDER SOCIAL SECURITY CODE

Provisions under current Act / Law Provisions under New code
Impact 

assessment

Schedule 1 – Employee Compensation
Employees Compensation Act 1923
Employee Compensation Act applies to establishments 
where ESIC is not applicable

Subjected to provisions of Second Schedule it applies to 
all the employers and employees to whom Chapter IV 
does not apply.

Schedule 1 –
Employee 
Compensation

THE SECOND SCHEDULE : LIST OF PERSONS WHO ARE 
EMPLOYEES WITHIN THE MEANING OF THE THIRD PROVISO 
TO CLAUSE (26) OF SECTION 2

Section 2 (dd)of Employees Compensation Act 1923
sections 2(26), 74(3), (5), 132 and 152(2)]

All remain same 
except Sales 
Promotion Employee 
covered in New Code

THE THIRD SCHEDULE: LISTOF OCCUPATIONAL DISEASES
Section (3)(2) of Employees Compensation Act 1923

Section 52A of Employees State Insurance Act 1948

Part A, B and C  of the the Third Schedule under sections 2 
(51), 36(1), 74 (1), (3), (5), 131(5), 132 and 152(2) in new 
Code cover most of the diseases mentioned in the current 
laws

THE FOURTH SCHEDULE: 
LISTOF INJURIES DEEMED TO RESULT IN PERMANENT TOTAL 
DISABLEMENT

Sections 2(1) and (4) of Employees Compensation Act 
1923

Sections 2(15A) and (15B) of  Employees State Insurance 
Act 1948

Part 1 and 2 of the fourth Schedule under sections 2(55), 
(56), 76(1) and 152(1) in new code covers List of Injuries 
Deemed to Result in Permanent Total Disablement

THE FIFTH SCHEDULE : MATTERS THAT MAYBE PROVIDED FOR 
IN THE SCHEMES

Section 5(1B) of Employees Provident Fund and Misc Act 
1948

Section 6A(5)of Employees Provident Fund and Misc Act 
1948

Section 6C of Employees Provident Fund and Misc Act 
1948

Part A, B  C of the Fifth Schedule under sections 15(2) and 
152(1) provides matters for which provisions may be made 
in matters specified.

THE SIXTH SCHEDULE : FACTORS FOR WORKING OUT 
LUMPSUM EQUIVALENT OF COMPENSATION AMOUNTIN 
CASE OF PERMANENT DISABLEMENT AND DEATH

Sec 4 of  Employees Compensation Act 1923
The Sixth Schedule under  sections 75, 76(1) and 152(1) 
provides the relevant factors for calculation of amount

THE SEVENTH SCHEDULE : 
CLASSIFICATION OFAGGREGATORS 

No current Act covers Aggregators
Section 114(4) of the code Covers Aggregators.
The Seventh Schedule provides list of Aggregators

All the Aggregators 
will be covered 
under the New Code.



Chapters - Code on Social Security 

2020

http://www.steadfastconsultants.in/

Ch1. Preliminary (includes definition)

Ch2. Social Security Organizations

Ch3. EPF

Ch4. ESIC

Ch5. Gratuity

Ch6. Maternity Benefit

Ch7. Employee Compensation

* Ch8 and Ch9 are not part of clusters as these are with reference to specific industries and types of employees like building and 

construction workers, unorganized sector, gig workers etc.

Ch8. Social Security and Cess in respect of building 

and construction workers

Ch9. Social security for unorganized workers, gig 

workers and platform workers

Ch10. Finance and accounts

Ch11. Authorities, Assessment, compliance and 

recovery

Ch12. Offenses & Penalties

Ch13. Employee information and monitoring

Ch14. Miscellaneous



Definition of ‘wages’: The term ‘wages’ in the Code is similar  to that of the Code of Wages, 2019. Provident fund contributions would need to be looked 
into.

Changes to the Employees’ Provident Funds and Miscellaneous Provisions Act, 1952 (EPF Act):

Some Key Changes

Schemes: The Code provides that the schemes i.e. EPF scheme, EPS scheme and EDLI scheme  may have retrospective/ prospective effect.

Power to reduce or defer contribution: The Central Government may defer or reduce the  employer’s/ employee’s contribution (or both) for a period of up 

to 3 months in the event of a  pandemic, endemic or a natural disaster.

Voluntary opting out: Upon making an application to opt out by and showing an agreement  between employer and employees to this effect, the Central

Provident Fund Commissioner may  make the provisions inapplicable.

Compounding of offences: Provisions relating to compounding of offences introduced.

Appeal: An appeal to the Industrial Tribunal can be made with a deposit of 25% of the amount in  question before filing the appeal. Onus on tribunal on 

best endeavor basis to decide appeal  within one year.



The Code defines an ‘employee’ as any person (other than an apprentice) employed on wages by  an establishment, either 
directly or through a contractor, to do any skilled, semi-skilled or unskilled, manual, operational,  supervisory, managerial, 
administrative, technical, clerical or any other work, whether the terms of employment be  express or implied. By virtue of the 
said definition, ‘contract labourers’ will also be eligible to receive gratuity subject to  the provisions of the Code, thereby, 
increasing the burden on employers of disbursing gratuity payments to even those  workers who are not on the payrolls of the 
employer.

The Gratuity Act provides that gratuity is payable after continuous service of 5 years upon  superannuation, resignation, 
retirement and death/ disability (completion of 5 years not necessary in the case of death/  disability). The Code, on the other
hand, has also introduced the concept of paying gratuity upon expiration of ‘fixed term  employment’.

The Gratuity Act prescribed that every employer (other than those under the control of the Central or State  Government) shall 
obtain ‘insurance’ from Life Insurance Corporation of India, or any other prescribed insurer, for  payment of gratuity. However,
with the introduction of the Code, employers will be required to obtain insurance only  from the insurance companies that are
regulated by Insurance Regulatory and Development Authority for payment of  gratuity. This change clearly carves out the 
insurance companies from whom insurance can be obtained for payment of  gratuity, thereby removing any ambiguity that 
might have been associated with the term ‘prescribed insurer’.

Changes to the Payment of Gratuity Act, 1972 (Gratuity Act)

Definition of ‘employee

Continuity of service: 

Insurance: 

Some Key Changes

officer directly in charge

The Code provides that where an offence has been committed by a company, every person  who, at the time the offence was 
committed, was directly in charge of, and was responsible to, the company for the  conduct of the business of the company, as
well as the company, shall be deemed to be guilty of the offence and shall be  liable to be proceeded against and punished 
accordingly. However, if the person in charge proves that the offence was  committed without his knowledge or that he 
exercised all due diligence to prevent the commission of such offence then  in such a case he shall not be held liable.



Key Changes - Chapter 1 



Definitions As per the New Social Security Code 

Contract labour sec 2 (19) It excludes the regular and permanent employees of contractor even if deployed in the establishment for principal employer, provided  
he gets periodical increments, social security coverage and other welfare benefits in accordance with the law. And includes inter-State 
migrant worker.

Employee – sec 2 (26) Comprehensively elaborated to cover maximum number of employees including workers.

EPF/ESI coverage Voluntary inclusion if number of employee below threshold limit. No separate notification required like extant)
acts. (Need Clarification

Coverage Includes unorganized sector and non traditional employment More focus on gig workers, plat form works etc.

Employer sec-2 (27) Employer also includes principal employer. It may cast responsibility on payment of gratuity where in extant
gratuity  act, no liability on principal employer for gratuity. Further it may create other confusion on the role
and liability of Immediate Employer( contractor)  and Indirect employer (PE) (Need Clarification) 

Career Center New Wine in old bottle- already compulsory notification of vacancy is there in CNV Act. Only it includes some more organizations.  
Aims to bring more awareness and information on vacancy.
No notification for less than 90 days employment & establishment less than 20 employees. (Need Clarification)

Gratuity  for Fixed Term 
Contract

It may create confusion as in IR act, it tells eligibility on completion of one year, where as it tells about pro-rate basis. (Contract 
completions)

Home based worker Same as out worker

Single Registration for EPF & ESI and also electronically. However no need of any fresh registration if already registered. 

ESI Authorized for having its  own medical educational institution/organization.

ESI is now applicable even establishment having  one (1) employee if that employee is engaged in hazardous
process.

Penalty for contravention has been redefined.  1
st

offence penalty amount ( monetary) has been increased considerably.  For repeat 
offences imprisonment period has been reduced.



Definitions As per the New Social Security Code 

Agent  (New definition) Agent is a person who acts on behalf of the owner, takes part in the management, control, supervision or direction of such 
establishment.

Aggregator (New Definition) Aggregator is a digital intermediary or a market place for a buyer or user of a service to connect with the seller or the service 
provider.

Appropriate Government Earlier the definition of 'Appropriate Govt.' varied in statutes. Now, it is uniform across all codes.

Authorized Officer As per Social Security Code, the authorized officer will be notified by the central government 

Central Board [New Addition -
no definition in the EPFO Act 

earlier ] 

Central Board relates to Board of Trustees of EPF. The constitution is regulated u/s 4 of Social Security Code

Central Provident Fund 
Commissioner            [New 

Addition - no definition in the 
EPFO Act earlier ] 

Appointment of Central Provident Fund Commissioner is governed u/s 14 (1) of Social Security Code. 

Establishment– Sec 2 (29) As per the Social Security Code - the definition is broader

Family – Sec 2 (33) Inclusion of term employee/unorganized worker in place of Insured Person. Elimination of the anomalies in different Acts
- ESI Act, Gratuity Act and Employees Compensation Act

Fixed Term Employment – Sec 
2 (34)

Inclusion of Fixed Term Employment definition implies the benefits of gratuity has to be paid pro-rated 
[ New Addition – no mention in current Gratuity Act ]

• Changing dynamics of the Indian workforce, since duration of jobs have reduced in general and a large section of workers are now
hired on a contractual basis

• Mitigate the concern raised by trade unions, that certain employers retrenched employees before the completion of 5 years, to
avoid payment of gratuity 

Gig Worker – Sec 2 (35) Recognition of Gig worker implies benefits to be paid to them, who are not covered under any law. 
(e.g. Swiggy, Zomato)



Definitions As per the New SS Code 

Home Based Worker – Sec 2(36) Work from home concept is recognized and is institutionalized. [ New Addition - no mention is previous Acts] 

Inspector cum Facilitator- Sec 2 (37) Revised nomenclature for inspector 

Inter-state migrant worker  - Sec 2 (41) Changes include 
1. Wage Limit of 18000 per month.   
2. It also means a person who has come on his own from another state, not necessarily through employer
or contractor. 

Manufacturing Process – Sec 2 (42) In addition to 6 processes the Government may notify such other activities 

Qualified Medical Practitioner  - Sec 2 (44) Different classes / types of medical practioner may be notified 

National Social Security Board – Sec 2 (49) Greater focus on the unorganized workers. New Introduction of the Board 

Organized Sector – Sec 2 (54) New introduction: an enterprise which is not an unorganized sector

Plantation – Sec 2 (59) Threshold / threshold limits / celling is revised for specific crops

Platform Work – Sec 2 (60) Working partners of various digital intermediary or marketplace like Uber, Ola, Urban Clap are recognized. New Addition 

Seasonal Factory – Sec 2 (74) Inclusion of any process of blending, packing or repacking of tea or coffee

Wage  - Sec 2 (88) A new concept of deemed wages has been introduced. 
• Employee receives more than 50% of the total remuneration in the form of allowances and other amounts that are not 

included within the     definition of wages, then the excess amount would be deemed to be wages for the purposes of 
contributions towards EPF. 

• While higher contributions would be beneficial from a social security perspective, as an immediate consequence, it would 
increase the financial burden on the employer and also reduce the cash in the hands of the employees.

Wage Ceiling  - Sec 2 (89) It will be notified by Central Govt.

Registration and cancellation of 
establishment 

This section mentions: A) if an estb. Is already registered then no need to registration.   B) In case of closure under any 
existing law, new code will apply.



Comparative Study – Chapter - 2 



Section of current Act/ Law Provisions under New code Provisions under current Act / Law

Sec: 5A, 5AA, 5B, 5C, 5D & 5DD of 
EPF Act

Section 4: Constitution of Board of Trustees of Employees’ Provident Fund: Multiple provisions
incorporated from EPF Act, hence no change in New Code.

Sec: 5A, 5AA, 5B, 5C, 5D & 5DD

Chapter II of ESI Act
Section 5: Constitution of Employees’ State Insurance Corporation: Multiple provisions
incorporated from Chapter II of ESI Act, hence no change in New Code.

Chapter II of ESI Act

Sec: 5, 6 & 8 of The unorganised 
workers’ social security Act, 2008

Section 6: National Social Security Board and State Unorganized Workers’ Board:
Sec: 2 (b) Secretary, Ministry of Labour and Employment as Vice-Chairperson; (Included)
(c) forty members to be nominated by the Central Government (Current statue: Thirty four
members to be nominated)

Sec: 5, 6 & 8 of The unorganized workers’ 
social security Act, 2008

Chapter II of The building and other 
construction workers’ Act, 1996

Section 7: Constitution of State Building Workers’ Welfare Boards (No Change)

Multiple sections incorporated from
all 9 Acts

Section 8: Disqualification and removal of a member of any Social Security Organization:

Section 9: Procedure for transaction of business of Social Security Organization, etc.:

Section 10: Executive Heads of Central Board and Corporation

Section 11: Supersession of Corporation, Central Board, National Social Security Board or State
Unorganized Workers’ Board or the Building Workers’ Welfare Board

Section 12: State Board, Regional Boards, local committees, etc.

Section 13: Entrustment of additional functions to Social Security Organizations



Employee Provident Fund (Chapter 

3) 



Definitions Provisions under New code Provisions under current Act / Law
Reference / 

linkage

Employee 

Exclusions of employees drawing the wages above ceiling limit as notified by the Central
Government for Pension and EDLI scheme and any member of the Armed Forces of Union.

Inclusion of

- Apprentice engaged under the standing orders of the establishment and all categories of
employees (pay roll and other than pay roll)

- Contract labors for reckoning the number of employees for applicability

Did not exclude the member of Armed Force.

Did not include the Apprentice engaged under Standing Order.

The establishment of Principal Employer and Contractors were
separate and distinct

Employer No concept or definition of Principal Employer. Employer also includes contract labours
Separate and distinct definition of Employer i.e. Contractor and
Principal Employer

Sec 2 (27) of 
Chapter 1

Appropriate 
Government 

Inclusion of Metro Railway and CPSEs.
Metro Railway did not exist. The loss of authority for CPSE in case 
of shareholding reduces to less than 50%.

Contribution 
The contribution shall be limited to wage ceiling as per notification for Pension and
Insurance Scheme

Amendment of 2014

The employee has option for contribution beyond wage ceiling

Sec 26 of 
Provision 1

Applicability 20 or more - inclusive of contract labour
Contractor establishment and Principal Employer were separate
for its applicability.

Wage 

Includes: Basic Pay, Dearness Allowance and Retaining Allowance
Excludes: Bonus, Value of House Accommodation or any such related facilities (electricity,
water etc.), PF & Pension contribution, Conveyance Allowance, or travelling allowances,
HRA, special allowances linked with nature of employment (not of kind of universally,
ordinarily and necessarily), payment under award, commission. Gratuity, retrenchment
compensation etc.
Provision: Any payment (except gratuity & retrenchment compensation) in excess of 50%

of others shall be added to wage

Sec -2(b) and Sec-6

Not so exhaustively defined and so leaving no interpretation and
legal issues
(Case: Surya Roshni and Others V EPF – 28.02.2019- SC)

Did not exist.

Sec 2 (88) of 
Chapter 1



Provisions Provisions under New code Provisions under current Act / Law
Section under new 

Law

Schemes 
Scheme(s) for Self-employed workers or any other class of persons for the purpose of providing
social security

Did not exist Sec 15 of Chapter 3

Penalty Imprisonment of 1-3 years and fine has been increased to Rs 100000
Section-14 - No change in Imprisonment, but Fine 

was Rs. 10000/-
Sec 133(i) (a) 

Penalty (for repeat 
offences) 

The imprisonment for repeat offence has been reduced from 5 years to 3 years.

Fine has been increased to Rs 2 lakhs

Sec-14AA (page-774)

2 years to 5 years. Fine: Rs 25000/- Sec 134 of Chapter 12

Offences 

Two new acts have been added as offences as under:

Fails or makes default in complying with any condition subject to which exemption from EPFO was
granted and fails to pay any administrative or inspection charges payable under the schemes framed
under Chapter III (EPFO)

No imprisonment and only fines of 50000/- for contravention of sec-133(b), (c),

Provision for notice to employer as a prior opportunity for improvement and for complying with the
provision of this Code has been introduced.(Section 137 Page-83)

Did not exist 

Sec 135 of Chapter 12

Determination of 
escape account 

Power of EPFO Authority to re-open the case within 5 years for determination of escape amount has
been removed.

EPFO Authority had power to reopen the escape 
amount where an order determining the amount 

due from an employer  under  section  7A  or  
section 7B has been passed

Sec 128 of Chapter 10

Changes made for 
extra ordinary 

situations 

( pandemic, 
disaster ) 

Inclusion of provision to reduce or defer contribution of employee and employer up to a period of
three months at a time. Did not exist.

Sec 144 of Chapter 14

Misc
Creation of Social Security Fund.

Concept of Inspector-cum-Facilitator for effective and timely complying the provision. Did not exist.
Sec 141 of Chapter 14



ESIC Act (Chapter 4)



Applicability

 Applicable if establishment or factory has 10 or more employees. More organizations which were not 

eligible for ESI Compliance will be brought under scope like establishments that carry hazardous or 

life-threatening occupations, mutual consent of employer and employees (<10 employees)

Leaner Process and Efficiency 
 Corporation to establish and maintain the  hospitals and dispensaries for the insured persons 

independently without the approval of the State 

Scheme for other Beneficiaries 

 Central Govt can now amend, vary or rescind scheme by providing medical facility in any hospital 

established by the Corporation in any area which is under-utilized on payment of user charges.  This 

indicates More control and effective use of resources 

ESIC Fund 

 It has been provided that the investment of funds can be made as per the guidelines approved by the 

Central Government and the "requirement of consultation with ESIC" has been removed. 

Strong vigilance under Finance Ministry directly 

Punishment For Failure To Pay Contribution By The 

Employer 

 EMPLOYER- where the employer fails to pay contribution, such offense is punishable with 

imprisonment for a term which may extend to three years - higher fine to deter non compliance by 

the employer 

Enhanced Punishment For Repeat Violations / 

Conviction From The Employer 

 Penalty for repeat offences for non-payment of employee contributions / benefits may lead to 

imprisonment and increased fines making it more strict and stringent

If an employer fails to pay ESI Contributions, even then ESIC has to pass on the benefits to the employee which ESIC can recover from employer to the extent of 

capitalized value of the benefit net of any payment of contribution amount, interest and damages payable by the employer

The reforms indicate greater inclusion of employees by expanding the applicability scope, greater financial prudence, effective use of limited resources ( hospitals, 

medical facilities) through stronger control and governance and simplification of process. More stricter and stringent penalties for offences / non-compliance by 

employers as stronger deterrence. 

Employee State Insurance Corporation



Section of 
current act / 

Law
Provisions under current Act / Law Provisions under New code Impact assessment

Reference / 
linkage

S1 Applicability

Applicable if establishment or Factory has 10 or 
more employees with salary less than salary 
threshold of INR 21000/- (Employee as defined in 
S2(9)(b)

Applicable if establishment or factory has 10 or more employees
More organizations which were 
not eligible for ESI Compliance 
will be brought under scope.

S4, S5 of ESI Act
Director General of Corporation has to serve a term 
of 4 years. 

Chapter IV - ESI - Constitution of Corporation, term of office The Central 
Government may appoint a Director General of the Corporation and a 
Financial Commissioner, who shall be the Principal Officers of the 
Corporation. The Director General and the Financial Commissioner shall 
hold office for such period, not exceeding five years

Longer tenure of Director 
General and introduction of 
position of  Financial 
Commissioner. This indicates 
better governance and 
continuity

S58(4) of ESI Act

Dispute between the corporation and the State 
Government with regard to sharing of cost between 
them and nature and extent of the medical 
treatment to be provided by State Government shall 
be determined by an arbitrator who shall be or shall 
have been a Judge of the High Court of a State 
appointed by the Chief Justice of India

S40(4) dispute between the corporation and the State Government with 
regard to sharing of cost between them and nature and extent of the 
medical treatment to be provided by State Government shall be 
determined by an arbitrator who shall be appointed by the Central 
Government in consultation with the State Government.

Sec 40 (4)

S40(7) of ESI Act

The Corporation may, with the approval of the State 
Government establish and
maintain in a State such hospitals, dispensaries and 
other medical and surgical
services as it may think fit for the benefit of insured 
persons and (where such
medical benefit is extended to their families) their 
families. 

S59 Establishment and maintenance of hospitals, etc.,
by Corporation The Corporation  may establish and maintain in a State such 
hospitals, dispensaries and other medical and surgical services as it may 
think fit for the benefit of Insured Persons and (where such medical benefit 
is extended to their families), their families.

"With the approval of state 
governent" removed which 
makes the process leaner.

Sec 59

IMPACT OF COVID - POWER TO DEFER OR REDUCE The Central Government may by order, defer or reduce employer's contribution, or employee's contribution, or both, payable as the 

case may be, for a period up to three months at a time, for whole of India or part thereof in the event of pandemic, endemic or national disaster.



Section of 
current act / 

Law
Provisions under current Act / Law Provisions under New code

Impact 
assessment

Reference 
/ linkage

S73B Power to 
frame Schemes 

The Central Government may, by notification in the Official
Gazette, frame Scheme for other beneficiaries and the
members of their families for providing medical facility in
any hospital established by the Corporation in any area
which
is underutilized on payment of user charges.

S44 Scheme for other beneficiaries
The Central Government may, by notification, frame, amend, vary or rescind
scheme for other beneficiaries and the members of their families for providing
medical facility in any hospital established by the Corporation in any area
which is underutilized on payment of user charges

Central Govt can now 
amend, vary or 
rescind scheme. 
Better control of 
Central Govt on 
scheme for other 
beneficiaries

Sec 44 of 
Chapter 4

S26 ESI Fund
Investment of funds can be made as per the guidelines
approved by the Central Government in consultation with
ESIC

S25 ESIC Fund- It has been provided that the investment of funds can be made
as per the guidelines approved by the Central Government and the
"requirement of consultation with ESIC" has been removed. The guidelines
issued by Ministry of Finance are followed.

To formulate and 
strong vigilance under 
ministry of finance 
directly

Sec 25 of 
Chapter 4

S85 Punishment 
for failure to pay 

contributions, etc.

where the employer fails to pay contribution, such offense is
punishable with imprisonment for a term which may extend
to three years but— (a) which shall not be less than one
year, in case of failure to pay the employee’s contribution
which has been deducted by him from the employee’s
wages and shall also be liable to fine of ten thousand
rupees; (b) which shall not be less than six months, in any
other case and shall also be liable to fine of five thousand
rupees

Section 133 Punishment for failure to pay contribution - where the employer
fails to pay contribution, such offense is punishable with imprisonment for a
term which may extend to three years, but—(a) which shall not be less than
one year, in case of failure to pay the employee's contribution which has been
deducted by him from the employee's wages and shall also be liable to fine of
one lakh rupees; (b) which shall not be less than two months but may be
extended to six months, in any other case and shall also be liable to fine of fifty
thousand rupees

Higher fine to deter 
non compliance

Sec 133 of 
Chapter 12

S85A  Enhanced 
punishment in 
certain cases 

after previous 
conviction 

Maximum imprisonment for subsequent offense after
previous conviction may extend to five years but shall not be
less than 2 and the employer shall be liable to pay fine of
25000

S 134 Enhanced punishment in certain cases after previous conviction -
Provided that where such second or subsequent offence is for failure by the
employer to pay any contribution, charges, cess, maternity benefit, gratuity or
compensation which under this Code he is liable to pay, he shall, for such
second or subsequent offence, be punishable with imprisonment for a term
which may extend to three years but which shall not be less than two years
and shall also be liable to fine of three lakh rupees.

Penalty amounts have 
been increased for 
repetitive offence to 
be more stringent and 
strict

Sec 134 of 
Chapter 12



Payment of Gratuity ACT (Chapter 

5) 



Section of 
current / 

Law
Provisions under current Act / Law Provisions under New code

Reference / 
linkage

Eligibility 
period 

(1) Payable on continuous service of five or more years in an
establishment.

New Inclusion : 
Fixed-term employees (i.e., employed for a fixed duration) will be entitled to pro-
rated gratuity based on term of the contract.

Sec 53 of Chapter 5

Payment of 
Gratuity Act, 

1972
Section 7 A 

Inspectors
(1) The appropriate government may, by notification, appoint as many

inspectors, as it deem fit for the purposes of this Act.
(2) The appropriate government may, by general or special order define

the area to which the authority of an inspector so appointed shall
extend and where two or more inspectors are appointed for the
same area, also provide by such order for the distribution or
allocation of work to be performed by them under this Act.

(3) Every Inspector shall be deemed to be a public servant within the
meaning of Section 21 of the Indian Penal Code (45 of 1860)

(1) The Central Government for the purposes of Chapter III and Chapter IV and
for the provisions in this Code relating to those Chapters, and the appropriate
Government for the purposes of other provisions of this Code, may, by
notification, appoint Inspector-cum-Facilitators who shall discharge his duties
under this Code and exercise the powers

Sec 122  - Chapter 
11 - AUTHORITIES, 

ASSESSMENT, 
COMPLIANCE AND 

RECOVERY, 

Payment of 
Gratuity Act, 

1972 -
Section 9 

Penalties
(1) False representation or statement for causing avoidance of any

payments - Imprisonment for up to 6 months or fine of up to 10 K
or both

(2) Default in compliance of the Act provisions - imprisonment 3
months to 1 year or fine of not less than 10 K extendable up to 20 K
or both

(3) Offence related to non-payment of gratuity payable under the Act -
Imprisonment for a term not less than 6 months extendable up to 2
years

Penalties for various offences under the SS Code have been increased manifold to
act as deterrent.
Key listing :
(g) fails to pay any amount of gratuity to which an employee is entitled under this
Code
(ii) where he commits an offence under clause (g), with imprisonment for a term
which may extend to one year or with fine which may extend to fifty thousand
rupees, or with both;

(o) dishonestly makes a false return, report, statement or information to be
submitted thereunder; or
(iv) where he commits an offence under any of the clauses (b), (c), (e), (h), (j), (m), 
(n), (p) or (q), with fine which may extend to fifty thousand rupees.

Sec 133 of Chapter 
12 

(Penalties and 
Offences)



Maternity Benefits Act  

(Chapter 6) 



Maternity Benefits Act  

(Chapter 6) 
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Section of 

current / Law
Provisions under current Act / Law Provisions under New code Reference / linkage

Right of Payment of 

Maternity Act 

Sec 5 ( 1 ) 

The average daily wages considered under the 

section was the minimum rate of wages fixed or 

revised as per the Minimum Wages Act 1948

The average daily wages considered under the 

section was the minimum rate of wages fixed 

or revised as per the Wage Code 2019 Sec 60 of Chapter 6

Notice of claim for 

maternity benefit and 

payment thereof

In the case of a woman who is pregnant, such 

notice shall state the date from which she will 

be absent from work, not being a date earlier 

than six weeks from the date of her expected 

delivery.

In the case of a woman who is pregnant, such 

notice shall state the date from which she will 

be absent from work, not being a date earlier 

than eight weeks from the date of her 

expected delivery.

Section 62 ( 2)  of Chapter 6

Payment of medical 

bonus 

Every women entitles for medical benefit shall be 

entitled to receive from the employer a medical 

bonus of Rs 3500/- (if pre-natal confinement and 

post-natal care is not provided by employer). 

Central Government removes the upper limit of 

up to Rs 20,000.

Section 64  of Chapter 6

Every women entitles for medical benefit shall be 

entitled to receive from the employer a medical 

bonus of Rs 1000/- (if pre natal confinement and 

post-natal care is not provided by 

employer). Central Government may amend this 

to up to Rs 20,000. 



Employee Compensation Act 

(Chapter 7)



Section of 
current / Law

Provisions under current Act / Law Provisions under New code
Reference 
/ linkage

Employers Liability 
for Compensation 

1. Personal injury to an employee by accident
2. Mentions about injury only

1. Occupational disease arising out of and during the course of the employment is added 
2. Right to compensation by  an employee includes accidents and diseases from the 

employer 

Section 74 
3rd Schedule ( 
to be added in 

annexure ) 

Amount of 
Compensaton

1. In case of (a) Death: (50% of MW x R.F) or Rs. 1,20,000; whichever
is more (b) Permanent Total Disablement: (60% of MW x R.F.) or
Rs. 1,40,000; whichever is more.

2. Deduction of the payment or allowance received by the employee
during the disablement period from the compensation that
Employer provides.

3. Funeral expenses: If injury results in death of employee, the
employer to deposit with the Commissioner min. of five thousand
rupees.

1. In case of (a) Death: (50% of MW x R.F) (b) Permanent Total Disablement: (60% of 
MW x R.F.). The State Govt. may notify an amount for both death & disablement 
cases. The higher of the two amounts to be paid.

2. Any payment or allowance received by employee during the disablement period for 
medical treatment will not be deemed as allowance or payment received by way of 
him receiving the compensation. Therefore no deductions. 

3. Funeral expenses: If injury results in death of employee, the employer to deposit with 
the Competent authority min. of fifteen thousand rupees or such amount as may be 
prescribed by the State Government. 

Section 75 

Compensation to be 
paid when due and 
damages for default

1. In case of default by employer in paying compensation, an interest
of 12% p.a. or max lending rate shall be paid by the employer.

1. In case of default by employer in paying compensation, an interest rate as prescribed by
the Central Government shall be paid by the employer.

Section 77

Review 
1. Any half monthly payment payable may be reviewed by
Commissioner subject to the rules made under the current Act

1. Any half monthly payment payable may be reviewed by Competent authority subject to
such conditions as may be prescribed by the State Government.

Section 79

Distribution of 
compensation 

1. Not less than Rs 10 / -
2. No provision for hearing the dependent argument

1. Minimum amount payable as compensation revised to Rs 5000/- by the employer
2. The compensation deposited by the employer can be apportioned by the order by

competent authority among the dependents of the deceased employee by hearing the
dependants and recording reasons of apportionment

Section 81

Notice & Claim
1. Maintaining Notice book by employer decided by the State Govt.
2. Notice can be served by registered post or delivering at residence

or office or in notice book.

1. Maintaining Notice book by employer decided by the Appropriate Govt.
2. Notice can also be served electronically

Section 82

Medical 
Examination 

1. The frequency of the medical examination is in accordance with
the rules made under the act.

2. The employee’s right to compensation is suspended if he
voluntarily leaves without getting examined within the stipulated
period

1. The frequency of the medical examination is in accordance to the rules prescribed by the
State government.

2. The medical practitioner may condone the delay of employee in medical examination
after recording the reasons in writing. The right to compensation is maintained.

Section 84 



Section of current 
/ Law

Provisions under current Act / Law Provisions under New code
Reference / 

linkage

Contracting
1. The principal employer is liable for compensation for contract employees. Term

used here is Person (Principal) & (Contractor).
1. The term used here is ‘Employer’. Section 85

Insolvency of 
Employer

1. Included in debts U/S 49 of Presidency-towns Insolvency Act, 1909 (3 of 1909),
or U/S 61 of Provincial Insolvency Act, 1920 (5 of 1920), or U/S 530 of the
Companies Act, 1956 (1 of 1956) for distribution of the property of insolvent.

1. Included in debts under the Insolvency and Bankruptcy Code, 2016
or under the provisions of the Companies Act, 2013 for
distribution of the assets of insolvent.

Section 87

Power to require from 
employers statements 
regarding fatal 
accidents.

1. Notice by Commissioner to employer through registered post
1. Notice by competent authority can be sent electronically as well.
2. A copy of notice shall be sent by competent authority to dependents

of employee.

Section 88

Registration of 
agreements

1. Commissioner to record memorandum in a register in the prescribed manner
1. Competent authority can record memorandum electronically as

prescribed by the Appropriate Govt.
Section 88

Appointment of 
competent authority

1. Appointment by the State govt. - > 5 years in State judicial service, advocate,
pleader, gazette officer; Educational qualification & exp. – HR/PM/IR

1. Pleader has been removed; in educational qualification – legal affairs
has been added or such areas / exp./qual. as may be prescribed by
the appropriate Government

Section 91

Venue of proceedings 
and transfer

1. Matters to be taken / done before Commissioner for that area.
2. In transfer case - Notice to be given in the manner prescribed by the Central

Government

1. Matters to be taken / done before Competent authority for that area
and in the manner prescribed in this behalf by the State Government.

2. In transfer case - Notice to be given electronically or otherwise in the
manner prescribed by the Central Government

Section 92

Form of application
1. The dependent(s) can make application for settlement of compensation before

Commissioner
2. Application can be made in such form and fees as prescribed.

1. The dependent(s) need to make joint application for settlement of
compensation before Commissioner

2. Application can be made electronically or otherwise in such form and
fees as prescribed by Central Government.

Section 93

Appearance of parties
1. Appearance before a Commissioner can be done on behalf by a legal practitioner

or by an official of an Insurance Company or a registered Trade Union or by an
Inspector

1. Also includes Inspector-cum-Facilitator
Section 96

Method of recording 
evidence

1. Memorandum prepared and signed by Commissioner
1. Memorandum to be authenticated by competent authority or in the

manner as may be prescribed by the State Government
Section 97



Section of 
current / Law

Provisions under current Act / Law Provisions under New code
Reference / 

linkage

Appeal against order 
of competent 

authority

1. Against interest or penalty within 60 days 1. Against interest or damages within 60 days from the date of passing
the order.

Section 99

Special provisions 
relating to accidents 

occurring outside 
Indian territory

1. Relating to masters and seamen
2. Relating to captains and other members of crew of

aircraft
3. Relating to employees abroad of companies and motor

vehicles

1. Section 15, 15A, 15B clubbed & merged under one section in new
code.

Section 83

Reports of fatal 
accidents and 
serious bodily 

injuries 

1. Employer to report within 7 days to Commissioner
giving the circumstances attending the death or serious
bodily injury

1. Employer to report within 7 days to competent authority giving the
circumstances attending the death or serious bodily injury

Section 73



Section of current / Law Inclusions
Reference / 

linkage

Employer’s liability for 
compensation

1. Accident while commuting from residence to office or vice-versa
Section 74

Compensation in case of death of or 
injury in plantation

1. Death or injury of any worker or his family member as a result of the collapse of a house provided by the employer in a
plantation, the employer shall be liable to pay compensation.

Section 75

Power to require from employers 
statements regarding fatal 
accidents.

1. Provision of advocate to dependent of deceased employee
Section 88

Form of application 1. Time limit and costs w.r.t application shall be prescribed by the State Government. Section 93

Section of current / Law Exclusions
Reference / 

linkage

Compensation not to be assigned, 
attached or charged

1. Compensation shall only be provided to employee. It cannot be attached or set-off against any claim.
Section 9

Returns as to compensation 1. Employer to submit return specifying the no. of injuries and amount of compensation paid in previous year Section 16

Contracting out
1. Any contract or agreement shall be null & void if it purports to remove or reduce the liability of any person to pay

compensation
Section 17

Proof of age (Repealed) 1. Rep. by the Workmen's Compensation (Amendment) Act, 1959 (8 of 1959), section 11 (w.e.f. 1-6-1959). Section 18

Penalties
1. Whoever– (a) fails to maintain a notice-book; (b) fails to send to the Commissioner a statement; (c) fails to send a

report; (d) fails to make a return
2. Complaint to be made within 6 months of the knowledge of such offence by the Commissioner

Section 18A



What is New - Chapter 7  - Employee Compensation Act

Section of current / Law Exclusions Reference / linkage

Appointment of Commissioners 1. Commissioner shall be deemed to be a public servant within the meaning of IPC ECA - Section 20

Time limit for disposal of cases 
relating to compensation

1. Matters relating to compensation shall be disposed of within 3 months by Commissioner ECA - Section 25A

Costs 1. All costs, subject to rules made under this Act, be in the discretion of the Commissioner. ECA - Section 26

Withholding of certain payments 
pending decision of appeal

1. Commissioner can withhold payment of any sum in deposit with him as directed by HC ECA - Section 30A

Power of the State Government to 
make rules

1. The State Government may make rules to carry out the purposes of this Act - (a) review application; (b) medical
examination; (c) procedure for disposal of cases; (d) transfer of matters & cases; (e) investment of money for benefit of
dependents; (f) representation of minors & other parties; (g) memoranda of agreements; (h) withholding of
compensation; (i) scale of costs; (j) amount of fees; (k) maint. of registers & records; (l) maintain notice books; (m) form
of statements (n) referring reports to other authorities; (o) employers to display notices (p) diagnosis of occupational
diseases; (q) certifying diseases; (r) assessing incapacity

ECA - Section 32

Power of Local Government to make 
rules

1. Omitted by the A.O. 1937 ECA - Section 33

Publication of rules
1. Rules conferred u/s 32
2. Draft rules into consideration post 3 months
3. Publication of rules in official gazette

ECA - Section 34

Rules to give effect to arrangements 
with other countries for the transfer 
of money paid as compensation

1. Transfer of compensation to person residing in any foreign country
ECA - Section 35

Rules made by Central Government to 
be laid before Parliament

1. Within 30 days before each house of Parliament when in session ECA - Section 36



Offenses & Penalties - Chapter 

12



Section of 

current act / 

Law

Provisions under current Act / Law Provisions under New code
Impact 

assessment

Reference / 

linkage

ECA Act 
Section 4A (3)

Any employer default in paying the compensation

Section  133: Penalties 

Non- payment of dues - imprisonment = 3 years, 

a) min. 1- year imprisonment + 1 lakh fine for not 

paying employee contribution post deduction of the 

same

b) Other case – 2 to 6 months  imprisonment + 50 K 

fine.

No Gratuity pay – max. 1- year imprisonment  + 50 K 

fine.

For All other Offences under Sec. 133,  max. 6 months 

imprisonment  + 50 K fine.

Section: 134 - Enhanced punishment for repeated 

offence

2 years imprisonment & 2 lakh fine

The New Code 

has direct 

imprisonment as 

penalty and 

increased fine to 

50K

Section 133

ESI Act
Section 85

Punishment for failure to pay contributions, etc.
Section 133

The Employees’ 

Provident Funds 

& Miscellaneous 

Provisions Act, 

1952

Section 14 A, B & C: Penalties, Offence by 

companies, Enhanced punishment , Offences to 

be cognizable

The Payment of 

Gratuity Act, 

1972

Section 11: Cognizance of offences



OFFENCES in Code on Social 

Security

Sec. 133:

PENALTY in Code on 

Social Security

The 

Employees’

Compensation 

Act, 1923

The Employees’ State

Insurance Act, 1948

The Employees’ Provident Funds and 

Miscellaneous Provisions Act, 1952

The 

Payment 

of Gratuity 

Act, 1972

Maternity 

Benefit 

Act,1961

(a) Fails to pay SS contribution he 

is liable to pay

3 years imprisonment but:

(a) Min. 1 year imprisonment 

+ 1 lakh penalty if SS amount 

deducted by employer but not 

paid 

(b) Min. 2 months till 6 

months imprisonment  + 50K 

fine in other cases

NA

Section 85(i): Punishment for failure to 

pay contributions, etc.

3 years imprisonment but:

(a) Min. 1 year imprisonment + 10K 

penalty if SS amount deducted by 

employer but not paid 

(b) Min. 6 months till 6 months 

imprisonment  + 5K fine in other cases

Section 7Q: Interest payable by the employer

The employer shall be liable to pay simple 

interest @ 12% p.a. on any amount due from 

him under the Act, from the date on which it 

becomes due till the date of its actual 

payment.

Section 14: Penalties

(1)False statement/representation - Max. 1 

year imprisonment / 5K fine or both

(1A) Default payment  -

(a) Min 1 year to Max 3 years +10K fine or 

both where contribution deducted but not 

paid

(b) Other cases, Min. 6 months to Max 3 

years + 5K fine

NA NA

(b) Deducts or attempts to deduct  

employee wages, employer's SS 

contribution

50K Penalty NA
Section 85(ii): Max.1 year 

imprisonment / 4K Penalty or both
NA NA NA

(c) Reduction in wages or 

privilege or benefits of employee
50K Penalty NA

Section 85(ii): Max.1 year 

imprisonment / 4K Penalty or both
NA NA NA



OFFENCES in Code on Social 

Security

Sec. 133:

PENALTY in Code on 

Social Security

The Employees’

Compensation 

Act, 1923

The Employees’ State

Insurance Act, 1948

The Employees’ 

Provident Funds and 

Miscellaneous 

Provisions Act, 1952

The Payment 

of Gratuity 

Act, 1972

Maternity Benefit 

Act,1961

(d) With regards to Employees’ State 

Insurance Fund - CH-4   - Dismisses, 

discharges, reduces in rank or 

otherwise penalizes a woman 

employee

Max. 6 months 

imprisonment / 50K 

Penalty or both

NA

Section 85(ii): Max.1 year 

imprisonment / 4K Penalty or 

both

NA NA NA

(d) With regards to Maternity Benefit -

CH-6  - Dismisses, discharges, 

reduces in rank or otherwise penalizes 

a woman employee

NA NA

Section 21: Penalty for 

contravention of Act by 

employers

- Imprisonment of Max. 3 

months /Rs.500 fine or 

both

(e) fails or refuses to submit any 

return, report, statement or any other 

information

50K Penalty NA

Section 85(ii): Max.1 year 

imprisonment / 4K Penalty or 

both

NA NA NA



OFFENCES in Code on Social 

Security

Sec. 133:

PENALTY in Code on 

Social Security

The Employees’

Compensation Act, 1923

The Employees’ 

State

Insurance Act, 1948

The Employees’ 

Provident Funds 

and Miscellaneous 

Provisions Act, 

1952

The Payment of Gratuity Act, 1972

Maternity 

Benefit 

Act,1961

(f) obstructs any Inspector-cum-

Facilitator or other officer or staff 

or a competent authority in the 

discharge of his duties

Max. 6 months 

imprisonment / 50K 

Penalty or both

NA

Section 85(ii): 

Max.1 year 

imprisonment / 4K 

Penalty or both

NA NA NA

(g) fails to pay gratuity entitled to 

employee

Max. 1 year 

imprisonment  /50K 

Penalty or both

NA NA NA

Section 9: Penalties

Non Payment of Gratuity -

Min. 6 to Max. 2 years, unless 

court decides for less term & 

imposition of suitable fine 

Other Offences under Gratuity Act 

-

Others: Max. 6 months 

imprisonment /10K fine or both

Employer: Min. 3 months to max. 

1 year/ 10K - 20K  fine or both

NA

(h) fails to pay any amount of 

compensation entitled to 

employee

50K Penalty

Section 4A (3): Employer default in paying the 

compensation: After employer to show cause 

notice to employer penalty shall be passed -

- Employer shall pay arrears + Simple interest 

@ 12% or higher rate not exceeding the 

maximum of the lending rates of any 

scheduled bank. 

- If there is no justification for delay, arrears + 

Simple interest @ 12% or higher rate not 

exceeding the maximum of the lending rates of 

any scheduled bank + 50% of amount payable

NA NA NA NA



OFFENCES in Code on Social 

Security

Sec. 133:

PENALTY in Code on 

Social Security

The Employees’

Compensation 

Act, 1923

The Employees’ State

Insurance Act, 1948

The Employees’ 

Provident Funds and 

Miscellaneous Provisions 

Act, 1952

The Payment of 

Gratuity Act, 

1972

Maternity Benefit 

Act,1961

(i) fails to provide any maternity benefit 

woman is entitled 

Max. 6 months 

imprisonment / 50K 

Penalty or both

NA NA NA NA

Section 21: 21. 

Penalty for 

contravention of Act 

by employers

- Imprisonment of 

Max. 3 months / 

Rs.500 fine or both

(j) fails to send to a competent authority a 

statement required under Chapter VII; or
50K Penalty

Section 18A: 

Penalties

Max. fine 5K 

NA NA NA NA

(k) fails to produce on demand by the 

Inspector-cum-Facilitator any register or 

document in pursuance of this Code or the 

rules, regulations or schemes made or 

framed there under; or

Max. 6 months 

imprisonment / 50K 

Penalty or both

Section 18A: 

Penalties

Max. fine 5K 

NA NA NA

Section 22: Penalty 

for obstructing 

Inspector

- Imprisonment of 

Max. 3 months 

/Rs.500 fine or both

(l) fails to pay the cess for building workers 

liable to pay

Max. 6 months 

imprisonment / 50K 

Penalty or both

NA NA NA NA NA

(m) is guilty of any contravention of or non-

compliance with any of the requirements 

of this Code in respect of which no special 

penalty is provided in this Chapter; or

50K Penalty NA
Section 85(ii): Max.1 year 

imprisonment / 4K Penalty or both
NA NA NA



OFFENCES in Code on Social 

Security

Sec. 133:

PENALTY in Code on 

Social Security

The Employees’

Compensation 

Act, 1923

The Employees’ State

Insurance Act, 1948

The Employees’ Provident Funds 

and Miscellaneous Provisions 

Act, 1952

The Payment 

of Gratuity Act, 

1972

Maternity 

Benefit 

Act,1961

(n) obstructs executive officer in exercising 

his functions under Chapter XIII
50K Penalty NA NA NA NA NA

(o) dishonestly makes a false return, 

report, statement or information to be 

submitted there under; or

Max. 6 months 

imprisonment / 50K 

Penalty or both

Section 18A: 

Penalties

Max. fine 5K 

NA NA NA NA

(p) fails or makes default in complying with 

any condition subject to which exemption 

under section 143 was granted

50K Penalty NA NA NA NA NA

(q) fails to pay any administrative or 

inspection charges payable under any of 

the schemes framed under Chapter III

50K Penalty NA NA NA NA NA

Section: 134 - Subsequent offence for 

failure to pay liable contribution, charges, 

cess, maternity benefit, gratuity or 

compensation

Min.2 years to 3 years 

imprisonment + 3 lakh

fine

NA

Section 85A: 

Others: Max. 2 years imprisonment 

+ 5k fine

Employers: Min. 2 to Max. 5 years 

imprisonment  + 25K fine

Section 14AA: Enhanced 

punishment in certain cases after 

previous conviction

Min. 2 years to Max. 5 years + 25K 

NA NA

Section: 134 - Other Subsequent offences 

2nd time or every subsequent  such 

offence

2 years imprisonment + 

2 lakh fine
NA NA NA NA NA



Offences and Penalties 

(chapter 12) 

Section: 135 - Offences by companies.

1) Every person at the time the offence was committed, was directly in charge of, and was responsible to, the company for the conduct of the

business shall be deemed to be guilty and punished, but this shall NOT be applicable if he proves offence committed was without his knowledge / he

had exercised all due diligence to prevent it

2) If in Sub-section (1) it is proven that it is neglect on the part of - director, secretary or other officer of the company, they shall be deemed to be

guilty and punished.

Section: 136 - Cognizance of offences.

(1) No court shall take cognizance of an offence punishable, except on a complaint made by aggrieved person or such officer for offences relating

to Chapter III and Chapter IV and the rules, regulations or schemes made or framed under these.

(2) No prosecution shall be instituted, except by or with the previous sanction of the authority notified by the Central Government for the offences

relating to Chapter III and Chapter IV and the rules, regulations or schemes made or framed under them & Other Offences of the code

(3) Trial of any punishable Offence shall be in No court inferior to that of a Metropolitan Magistrate or a Judicial Magistrate

(4) For complains other than sub section (1) a single complaint may be filed under by more than 1 aggrieved persons if it is same or similar offence

committed at a place or different places within the jurisdiction of the court.

Section: 137 - Prior opportunity before prosecution.

Inspector-cum-Facilitator or any other officer shall give an opportunity to the employer to comply with the aforesaid relevant provisions by way of a 

written direction, laying down a time period for such compliance, if employer is compliant, no such proceeding shall be initiated; but for violation of 

the same nature within a period of 3 years from the date on which such 1st violation prosecution shall be initiated.



Offences and Penalties 

(chapter 12) 

Section: 138 - Compounding of Offences

Subsection (1) Offense which is part of Chapter 13 & not included in Code of Criminal Procedure, 1973, which is for the 1st time shall be :

(i) punishable with fine only; or

(ii) punishable with imprisonment for a term which is not more than one year and also with fine

These on an application made to institution of any prosecution, in such manner as may be prescribed by the appropriate Government , be

compounded by an officer authorized by the Central Government on payment by the offender to the appropriate Government as per the below

amounts—

(i) Offence punishable - ½ of the max. fine provided for that offence;

(ii) Offence punishable + imprisonment - Max. term of 1 year + ¾ of max. fine provided for that offence

Subsection (2) Sub Section (1) shall not apply for offence committed by a person for 2nd second time or within a period of 3years from the date of –

(i) of commission of a similar offence which was earlier compounded; or

(ii) of commission of similar offence for which such person was earlier convicted

Subsection (5) If offence is compounded before the institution of any prosecution, no prosecution shall be instituted in relation to such offence,

against the offender in relation to whom the offence is so compounded.

Subsection (6) Where the compounding of any offence is made, on such notice of the compounding of the offence being given to the court, the

person against whom the offence is so compounded shall be discharged.

Subsection (7) Fine on non-compliance of sub-section (1) = Sum equivalent to 20% of the max. fine for offence + The fine.



Employment Information and 

Monitoring 

(Chapter 13 ) 



Section of current 
/ Law

Provisions under current Act / Law Provisions under New code Reference / linkage

Section 7 ( M )  -
Filling up of Vacancies 

Existence of employment exchanges with
limited applicability and omission

Clause 139
Setting up of career centres to replace the existing employment exchanges. These
centres would provide for :
• collect and furnish information relating to employers and
• persons seeking employment but also
• provide vocational guidance, career counselling
• guidance to start self-employment

More streamlined notification and reporting process to be followed by employers

Sec 139 of Chapter 13

Applicability ( to be 
confirmed ) 

• Employment Exchanges Act applied
only to establishments employing 25 or
more persons

• All establishments (subject to certain exceptions) would have to notify their job
vacancies to the career centre, thereby providing wider coverage of potential
job opportunities to job seekers.

Exclusions • Any employment in agriculture (including horticulture) in any establishment in
private sector

• domestic service
• employment connected with the staff of Parliament or any State Legislature
• any employment the total duration of which is less than ninety days
• any class or category of establishments as may be notified by the Central

Government
• any establishment (other than Government establishment) with less than

twenty or such number of employees as may be notified by the Central
Government

Sec 140 of Chapter 13



Miscellaneous (Chapter 14)



Section of 
current / Law

Provisions under current Act / Law Provisions under New code Reference / 
linkage

Section 32
Section 2 (m)

Factories Act 1948

The Factories Act 1948 defines any manufacturing unit as a factory if its
employs 20 workers (Uses Electricity) or 40 workers (without using electric
Power)

Now the thresholds are being raised to 10 workers (Uses Electricity) or 20 (without 
using electric power)

Section 91 of Chapter 
VII

Section 2 (ca)
Competent Person, means a person or an institution recognized as such by
the chief inspector for the purpose of carrying out tests, examinations and
inspections required to be done in the factory under the provision of the
Factories Act having regard to -
i) the qualification and experience of the person and facilities available at
the disposal
ii) the qualification and experience of the persons employed in such
institution and facilities available therein, with regards to the conduct of
such tests, examinations and inspections and more than one person or
institution can be recognized as a competent person in relation to the
factory

91. (1) The State Government may, by notification, appoint any person who is or has
been a member of a State Judicial Service for a period of not less than five years or is or
has been for not less than five years an advocate or is or has been a Gazetted Officer for
not less than five years having educational qualifications and experience in personnel
management, human resource development, industrial relations and legal affairs or such
other experience and qualifications as may be prescribed by the appropriate
Government to be a competent authority for employee's compensation for such area as
may be specified in the notification.
(2) Where more than one competent authority has been appointed for any area, the
State Government may, by general or special order, regulate the distribution of business
amongst them.
(3) Any competent authority may, for the purpose of deciding any matter referred to him
for decision under this Chapter, choose one or more persons possessing special
knowledge of any matter relevant to the matter under inquiry to assist him in holding
the inquiry.

Section 20 - Section 2 Contractor is a person who - in pursuit of an independent business,
undertakes to do the specific jobs of the work for other persons without
submitting himself to their control in respect to the details of the work

(20) "contractor", in relation to an establishment means a person, who—
(i) undertakes to produce a given result for the establishment, other than a mere supply
of goods or articles of manufacture to such establishment through contract labour; or
(ii) supplies contract labour for any work of the establishment as mere human resource,
and includes a sub-contractor;

• Allowed the appropriate govt to prohibit employment of women for
undertaking dangerous operations

• Allowed the appropriate govt to notify the maximum daily work hours
for workers

• Permitted the appropriate govt to exempt any establishment or class of
establishment from any provision of the code

• provides that women will be entitled to be employed in all establishments for all types
of work under the bill

• Fixes the maximum limit at 8 hours per day
• Empowers the state govt to exempt any new factory from the provisions of the code in

order to create more economic activity and employment

The 2019 bill excluded mines from the definition of the factory and construction work employing 10 or more workers considered as building or other 

construction work. The 2020 bill removes the provision



In view of all the above said amendments in labour 

laws and social security fund, SBC can help in:

Impact Analysis Revision  of existing contracts/ 
formats

Payroll function outsourcing Employee benefits/ 
Review performance

KMP tax structuring 
and review

Compensation structure planning Filing of Income tax return of 
KMPs and employees

Review of employee 
investments and declarations
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Thank You

w w w .stead fast co nsu l ta n ts . in

SBC refers to one or more of Steadfast Business Consulting LLP (LLPIN: AAL-1503), a Hyderabad based Limited Liability Partnership, and its network of member firms, branches and affiliates. SBC provides tax, consulting, audit and financial advisory 

services to clients within and beyond borders spanning multiple industries. With local connect and expertise put together with global outlook and capabilities, SBC believes in providing holistic solutions to clients tailored to meet business objectives and 

address most complex challenges and at the same time be robust, scalable and sustainable from a tax, legal and regulatory standpoint.


