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On 10 January 2025, the Government of Karnataka notified the Karnataka Labour Welfare Fund (Amendment) Act, 2024
(‘Amendment Act’) wherein the contribution rates for the Labour Welfare Fund (‘LWF’) for the employee, employer, and
the state government have been increased with immediate effect.

In a nutshell
The Amendment Act has It has delegated power to the
increased the annual state government to make
contributions from the employee, provisions to remove any
employer, and the state lifficulties in giving effect
government to INR 50, INR 100, to the provisions of the
and INR 50, respectively, up from Amendment Act.
the previous contributions of INR
20, INR 40, and INR 20
respectively.
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Background and applicability:

e The Karnataka Labour Welfare Fund Act, 1965 (the Act) supports various welfare initiatives for workers and
their families, including but not limited to, providing holiday homes, establishing reading rooms, organizing
sports, etc.

e The Act applies to factories and establishments, which include: (i) a factory?; (ii) a motor omnibus service;
(i) any establishment including a registered society? or charitable trust, employing more than fifty persons
in the preceding twelve months, excluding government establishments; (iv) A plantation or workshop.

e The Act covers any person employed for wages to perform skilled, manual, unskilled, or clerical work in the

establishments mentioned above.

Update:

e Under Section 7A of the Act, establishments are required to deposit both the employees' and employers
contributions for each employee listed in the establishment's register as of 31 December of each year.

e The employer is required to deposit such contributions electronically before 15 January of following year.

e The former rates and the revised rates per year as mentioned below

Particulars Earlier contribution rates® Enhanced contribution rates
(in INR) (in INR)

Employer’s annual Contribution 40 100

Employee’s annual Contribution 20 50

Total Contribution 60 150

(per employee annually)

e In addition to the above, the state government’s annual contribution has also been increased from INR 20 to
INR 50.

e The above change will come into force immediately (i.e., from 10 January 2025).

e Additionally, the government is empowered to make any necessary provisions, in line with the Act, to
remove any difficulties arising while implementing the provisions of this Amendment Act, by issuing an
order in the Official Gazette. However, no such order shall be made after the expiration of 10 Jan 2027 (i.e.,
two years from the date of commencement of this Amendment Act).

Our comments:

e Given that the previous contribution rates were last revised in 2017, the increase in the contribution rates
was expected.

e Compliance and Payroll teams should ensure the above changes are implemented timely.

1 As defined in section 2(m) of the Factories Act, 1948
2 Registered or deemed to be registered under the Karnataka Societies Registration Act, 1960
3 As per the Karnataka Labour Welfare Fund (Amendment) Act, 2017
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