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The Government of India has enacted 4 Labour Codes to ensure social equity, social security and ease of doing business for all.
Once notified, these new labour codes will replace 29 central government labour laws, currently in force. Some of the policy
objectives which are driving these reforms are empowerment of workers, balancing of employer duties and employee rights
and effective enforcement through digitisation of compliance.

Irrespective of the sector, the new labour codes will impact all organisations, necessitating change management for
employers. With the launch of the new codes, employers will need to analyse the impact and upgrade their internal policies,
processes and compliance management structures to align it with various requirements prescribed under the codes.
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OVERVIEW OF THE NEW LAW

The Code on Wages, 2019

The Code on Wages consolidates the provisions
of four labour laws concerning wages, bonus,
recoveries, settlement, records and payroll
processing.

The Code on Social Security, 2020

The Social Security Code subsumes 9 Acts
including EPF Act, ESI Act, Gratuity Act,
Maternity Benefit Act, Employees
Compensation Act and the regulations
governing building, construction and
unorganised sector workers and applies to all
establishments, employees and employers.

The Occupational Safety, Health and Working
Conditions Code, 2020

The Code aims at replacing multiple
registrations under various enactments to one
common registration, one license and one
return which will ultimately create a
consolidated database centrally and will be
helpful under ease of doing business.

The Industrial Relations Code, 2020

Industrial Relations Code consolidates and
amends the laws relating to Trade Unions,
conditions of employment in industrial
establishment or undertaking, investigation &
settlement of industrial disputes & for matters
connected therewith or incidental thereto.

The following are provisions in the labour codes that may impact the overall
cost for employers, if not attended timely:
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Classification of employees/workers

New definition of wages for computation of all statutory dues and

minimum wages

Gratuity payment for fixed term employees and its retrospective impact

Overtime provisions

Enhanced obligations in case of principal employer of third-party staff

The Central Government and most of the States have rolled out draft rules for
industry comments. The date of enforcement is expected to be notified soon.
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IMPACT OF LABOUR CODES
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WHAT NEEDS TO BE DONE FOR EFFECTIVE CHANGE MANAGEMENT

Classification of employees “2 Employees’ compensation structure 2=

= New definition of ‘worker’ covers white collar employees = New definition of ‘wages’ may impact the employee
as well cost and cash in hand of the employees
= Identify employees who would be classified as ‘workers’ = Alignment of salary structure with the new definition
and understand additional compliance requirements of ‘wages’ under the Labour Codes
Financial impact on employee cost an Contracted / Third party employees
= Likely additional cost towards employee benefits - = Additional compliances for employees employed
gratuity / leave encashment through contractor / third party
= |dentify and quantify the impact on various employee = |dentify impact of contractor related compliances and
social security and other benefits. Develop cost your obligations of principal employer. Develop
management strategy compliance management strategy
w . o 2
HR & payroll policies & compliance S Governance framework @
= Additional HR and Payroll related compliances for the = Understand the provisions related to employment
employer conditions for workers and women employees to create
= Understand the impact of provisions relating to normal governance frameworks around the same
working day, rest day and over-time pay. Realign policies = Support in implementing an effective compliance and
and procedures with new codes governance framework for adherence to provisions of

the labour codes

HOW BDO INDIA CAN HELP

ticiener: (B .

= Interact with stakeholders to identify the changes
| = Provide insights on financial and non-financial impact that codes may cause

ommenion (2 .

Review existing employment models, compensation structures, policies, procedures,
contracts, governance frameworks

= Recommend necessary changes to be incorporated before & after date of
entry into force

=  Workshops with stakeholders to discuss implementation process

plementation (O > ©

= Assistance in implementation of agreed processes
| = Employee communication

Revalidation (o > ©

Revalidation of impact assessment and recommendations basis:
- Final central rules as notified
- Final state rules as notified

management = Record keeping

= Payroll management
= Periodical statutory filing
= Reporting




ABOUT BDO GLOBAL

BDO is a leading professional services organisation and are
global leaders of the mid-tier, with a presence in 160+ countries
and over 95,000 people working out of more than 1,700 offices.
We endeavor to deliver an exceptional client experience
through a tailored solutions approach, while partnering with our

employees and clients globally.

ABOUT BDO IN INDIA

11 key cities.

BDO in India offers Assurance, Tax, Advisory, Business
Services & Outsourcing and Digital Services for both domestic
and international clients across industries. The team at BDO
in India consists of over 4,500 professionals led by more than
200 partners and directors operating out of 14 offices, across
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OUR SERVICES

ASSURANCE

= Accounting Advisory Services

= Financial Statement Audit and
Attestation Services

ADVISORY

= Business Restructuring

= Corporate Finance and Investment
Banking

= Deal Value Creation

= Financial Due Diligence

= Forensics

= Government Advisory

= [T Risk Advisory & Assurance

=  M&A Tax and Regulatory

= Management Consulting

= Risk Advisory Services

= Strategy & Commercial Due Diligence

= Sustainability & ESG

= Valuations

OUR TEAM

PREETI SHARMA

Partner/ Global Employer Services
Tax & Regulatory Services
preetisharma@bdo.in

BUSINESS SERVICES & OUTSOURCING
= Global Outsourcing
= Shared Services & Outsourcing

TAX

= Corporate Tax Services

= Customs & International Trade

= FS Tax

= Indirect Tax Assessment & Litigation
Assistance

= International Tax Services

= Global Employer Services

= Goods & Services Tax (GST)

= Private Client Services

= Tax Outsourcing

=  Tax Technology

= Transfer Pricing

TEJAS VORA
Associate Partner
Business Services & Outsourcing

tejasvora@bdo.in

For any other queries or feedback, kindly write to us at marketing@bdo.in

Ahmedabad Bengaluru

DIGITAL SERVICES
= Digital Services
Technology Products and Solutions

Chandigarh | Chennai | Delhi | Goa | Hyderabad | Kochi | Kolkata | Mumbai | Pune

This publication has been carefully prepared, but it has been written in general terms and should be seen as containing broad statements only. This publication should not be used or relied upon to cover specific
situations and you should not act, or refrain from acting, upon the information contained in this publication without obtaining specific professional advice. Please contact BDO India LLP to discuss these matters in
the context of your particular circumstances. BDO India LLP, its partners, employees and agents do not accept or assume any responsibility or duty of care in respect of any use of or reliance on this publication,
and will deny any liability for any loss arising from any action taken or not taken or decision made by anyone in reliance on this publication or any part of it. Any use of this publication or reliance on it for any
purpose or in any context is therefore at your own risk, without any right of recourse against BDO India LLP or any of its partners, employees or agents.
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