
Gratuity in Private Sector- An employee Right or Not?

Introduction

Gratuity is a form of retirement benefit that is paid to an employee at the end of their service. It
is a lump sum payment made by an employer to an employee as a token of appreciation for the
services rendered by them during the period of employment. The gratuity is calculated based on
the years of service and the last drawn salary of the employee. In this case study, we will discuss
the situation where an employee claimed gratuity from his previous employer but was denied,
leading to a legal dispute.

Mr. Rakesh was employed with Quantum Pvt. Ltd. for the past five years. During his tenure, he
received multiple promotions and contributed significantly to the growth of the company.
However, due to the lack of growth opportunities and a better offer from another firm, Mr.
Rakesh decided to resign from his job. He duly served a notice period of one month, and after
completing all the necessary formalities, he left the job on good terms with the management.

After leaving the company, Mr. Rakesh requested the HR department to settle his gratuity
amount, which he was entitled to receive after serving five years with the organization. However,
to his surprise, the company refused to pay him the gratuity amount, citing that as per their
records, Mr. Rakesh had only completed four years and eleven months of service with the
company.

Mr. Rakesh argued that he had completed five years of service with the organization, and the
company had made a mistake in their records. However, the company refused to accept his claim
and declined to pay the gratuity amount.

Mr. Rakesh decided to file a case against Quantum Pvt. Ltd. in the labor court to claim his
gratuity amount. He hired a lawyer and filed a petition, citing the relevant laws and regulations
that govern gratuity payments. The court accepted his petition and issued a notice to the
company to appear before the court and present their case.

During the proceedings, Mr. Rakesh submitted all the necessary documents, including his
appointment letter, salary slips, and other relevant documents, to prove that he had completed
five years of service with the company. The company, on the other hand, could not provide any
evidence to support their claim that Mr. Rakesh had only served four years and eleven months.

The court, after hearing both parties, concluded that Mr. Rakesh had indeed completed five years
of service with the company and was entitled to receive the gratuity amount. The court directed
Quantum Pvt. Ltd. to pay the gratuity amount to Mr. Rakesh within 30 days of the verdict.



After the court's verdict, Quantum Pvt. Ltd. paid the gratuity amount to Mr. Rakesh as directed
by the court. Mr. Rakesh, satisfied with the outcome, withdrew his case from the court. However,
the case serves as a reminder to companies to maintain accurate records of their employees'
service periods and ensure that they comply with the legal requirements of gratuity payments.

In conclusion, the case highlights the importance of maintaining accurate records of employee
service periods and complying with the legal requirements of gratuity payments. It also
emphasizes the importance of resolving disputes amicably and avoiding legal battles that can be
time-consuming and costly for both parties involved.

Questions:

1. What are the rights of an employee as per the Gratuity Act 1972.
2. How is gratuity calculated and what are its benefits?


