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Apprenticeship period eligible for gratuity in the 
absence of appropriate documentation

In the case of Steel Authority of India Limited1, the Calcutta High 

Court has held that in the absence of a formal apprenticeship 

agreement, any period during which an individual served as a 

trainee / probationer / full-time apprentice must be treated as part 

of the total length of service for the purpose of calculating 

gratuity entitlement.
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Executive summary

_____________________________________  
1 Steel Authority Of India Limited v. Sri Shiba Pada Banerjee And Ors (FMA 1190 of 2024)

Facts of the case 0

The Indian Iron and Steel Company (IISCO), a government-

owned entity, had employed certain individuals (hereinafter 

referred to as workmen) as full-term apprentices (FTAs). Such 

workmen were required to undergo a mandatory training for a 

period of three years. IISCO later merged with Steel Authority of 

India Limited (SAIL) which introduced a Voluntary Retirement 

Scheme (VRS) for its employees.
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Under the VRS, eligible employees, including 

workmen received a special lump sum payment 

along with their dues, including gratuity, as 

applicable.

However, one of the workmen later approached the 

Controlling Authority under the Payment of Gratuity 

Act, 1972. The issue involved was whether the 

period during which workmen worked as apprentices 

under IISCO should be counted as part of their total 

service period for gratuity calculation.

The Controlling Authority held that an apprentice 

must be considered as a trainee, and the period of 

training must be included in the length of service for 

the purpose of computation of gratuity amounts.

Before the Appellate Authority, SAIL produced certain 

documentary evidence (including copy of service 

record of individuals describing the FTA period). 

However, the Appellate Authority confirmed the order 

of the Controlling Authority. 

Later, the Single Judge Bench of the High Court 

refused to interfere with the orders passed by 

Controlling Authority, as confirmed by Appellate 

Authority. 

The matter was then appealed to the Division Bench 

of the Calcutta High Court.

SAIL’s Contentions 0

As a Government Company, SAIL was bound to 

appoint apprentices under the Apprentices Act, 1961 

(the Act), and submitted documents supporting the 

fact that the workmen were engaged as FTAs.

Apprentices are excluded from the definition of 

employee2 and therefore not entitled to gratuity for 

their apprenticeship period.

_____________________________________ 

2 Section 2(e) of the Payment of Gratuity Act, 1972
3 Sections 4 and 5 of the Act.

High Court Ruling 0

Although apprentices are excluded from the definition 

of employee, the High Court examined whether the 

workmen were valid apprentices under the Act.

No formal written apprenticeship contracts were 

executed between workmen and the employer, as 

required under the Act3, which explicitly requires a 

written contract of apprenticeship to define the terms 

and conditions of the apprentice's training.

In the absence of such contracts, the workmen could 

not be treated as apprentices under the Act. They 

were instead deemed to be trainees or probationers, 
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and their apprenticeship period would be included in 

the total service period for gratuity purposes.

Dismissing the appeals filed by SAIL, the High Court 

confirmed that all employees who accepted the VRS 

scheme were entitled to gratuity for the full period of 

service, including the time spent as FTAs.

Our comments

This Ruling re-iterates the importance of 

documentation requirement. 

It is imperative that employer maintains complete 

records and registration details of apprenticeship 

contracts. 

In the absence of such documentation, courts may 

treat the apprenticeship period as regular service, 

requiring gratuity payments, if applicable, for that 

duration. 



Follow us on:

kpmg.com/in/socialmedia

Ahmedabad

Commerce House V, 9th

Floor, 902, Near Vodafone 

House, Corporate Road, 

Prahlad Nagar,

Ahmedabad – 380 051.

Tel: +91 79 4040 2200

Bengaluru

Embassy Golf Links Business

Park, Pebble Beach, 13/02,

‘B’ Block, 1st & 2nd Floor,

Off Intermediate Ring Road, 

Bengaluru – 560 071 

Tel: +91 80 6833 5000

Chandigarh

Elante Offices, 

Unit No. A505, 5th Floor, Plot 

No.178-178A, Industrial Area 

Phase-1, 

Chandigarh – 160 002.

Tel: +91 172 664 4000

Chennai

KRM Towers, Ground,

1st, 2nd, & 3rd Floor, No. 1, 

Harrington Road, Chetpet, 

Chennai – 600 031.

Tel: +91 44 3914 5000

Gurugram

Building No.10, 8th Floor, 

DLF Cyber City, Phase II,

Gurugram,

Haryana – 122 002.

Tel: +91 124 307 4000

Hyderabad

Salarpuria Knowledge 

City, Orwell 6th Floor, 

Unit-3, Survey No 83/1, 

Plot No 2, Raidurg, 

Hyderabad – 500 081.

Tel: +91 40 6111 6000

Jaipur

Signature Towers, Office 

No. 402, Fourth Floor, 

S Plot No. DC-II, Lal Kothi 

District Shopping Center, 

Tonk Road,

Jaipur – 302 001

Tel: +91 141 – 672 1000

Kochi

Syama Business Centre, 

49/179, 3rd Floor, NH 47,

Bypass Road, Vytilla, 

Kochi – 682 019.

Tel: +91 484 302 5600

Kolkata

Unit No. 604,

6th Floor, Tower – 1, 

Godrej Waterside, 

Sector – V, Salt Lake, 

Kolkata – 700 091.

Tel: +91 33 4403 4000

Mumbai

Lodha Excellus, Apollo Mills 

Compound, 2nd Floor,

N M Joshi Marg, Lower 

Parel, Mumbai- 400 011. 

Tel: +91 22 3989 6000

Noida

Unit No. 501, 5th Floor,

Advant Navis Business Park, 

Tower-A, Plot# 7, Sector 142, 

Expressway Noida,

Gautam Budh Nagar, 

Noida – 201 305.

Tel: +91 0120 386 8000

Pune

9th floor, Business Plaza,

Westin Hotel Campus, 

36/3-B, Koregaon Park 

Annex, Mundhwa Road, 

Ghorpadi, 

Pune – 411 001.

Tel: +91 20 6747 7000

Vadodara

Ocean Building, 303, 3rd Floor, 

Beside Center Square Mall,

Opp. Vadodara Central Mall, 

Dr. Vikram Sarabhai Marg, 

Vadodara – 390 023.

Tel: +91 265 619 4200

Vijayawada

PR heights, 4th Floor,

NH 16 Service Rd, 

opp. Manipal Hospital Road, 

Tadepalle, 

Andhra Pradesh – 522 501.

Tel: +91 0864 536 2000

KPMG in India addresses:

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely information, there can be no guarantee that such information is 

accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.

KPMG Assurance and Consulting Services LLP, Lodha Excelus, Apollo Mills Compound, NM Joshi Marg, Lower Parel, Mumbai - 400 011 Phone: +91 22 3989 6000, Fax: +91 22 3983 6000

© 2025 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability Partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by 

guarantee. All rights reserved.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization.  

This document is meant for e-communication only.

kpmg.com/in

https://www.youtube.com/@kpmgindia
https://www.facebook.com/KPMGIndia
https://www.instagram.com/kpmgin/
https://www.linkedin.com/company/kpmgindia/
https://x.com/kpmgindia

	Slide 1
	Slide 2
	Slide 3
	Slide 4

