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Participants’ Questions  

Labour Reforms for Enhancing Ease of Doing Business 
 

1. Will actuary valuation as on 31 march should have an impact, considering we still await 

clarification on salary which will be base to compute gratuity impact? 

There will be no impact on actuarial valuation till the time the effective date is 

announced.  However, if the effective date is announced after March 31, but before 

the closure of financials for FY 2021-22, there may be a need to reflect the liability 

based on the definition under the Codes, since it would have an impact on past 

liability.  Further, it would be advisable to assess the impact of the new wage 

definition with reference to the company’s compensation structure and the resultant 

impact on gratuity in anticipation of the Codes being made effective, so that the 

company can proactively get an understanding of the cost impact from employer and 

employee perspectives and evaluate alternate structuring options to minimise the 

gratuity impact. 

 

2. If paying accrued Gratuity is mandatory whenever the employee leaves independent 

of 5 years period, can the companies pay the gratuity as part of Monthly salary, or 

something like once a year. 

Generally, as the employee completes *5 years of continuous services with the 

company, the obligation to pay gratuity arises as per the method prescribed under the 

Payment of Gratuity Act, 1972 (POGA). Neither the India domestic tax law/ POGA nor 

the draft labour code mandates the company to pay accrued gratuity to its employees 

while still continuing service with the company. Payment of gratuity as part of monthly 

salary or as an annual component will not mitigate the company’s obligation on 

termination of employment. 

 

*subject to prescribed period – and POGA applies to the establishment 

 

3. What is the maximum number of employees that those employers have to pay the PF 

Contribution and do they have to be direct hire? 

Every establishment employing 20 or more person is a covered establishment under 

the PF regulations and is required to contribute to PF, subject to conditions as 

prescribed under the Employees Provident Funds & Miscellaneous provisions Act, 

1952 (the EPF Act). The definition of employee under the EPF Act includes any person 

engaged directly or indirectly in connection with the work of the establishment.  This 

also includes the foreign expatriates working for an Indian entity in India to which the 

EPF Act applies. The definition of employee also includes contract employees, and 

hence in arriving at the limit of 20 it is important to consider this as well.  
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4. In think % to be mentioned in the Act and Rules and if an amount is fixed the amount 

mentioned should be subject to indexation - since value of money over a period 

decline.  To avoid revisit indexation to be done.  Your inputs in this respect please 

 

We understand that this question is with respect to the statutory wage ceiling for PF, 

and the wages for coverage under ESI / Statutory bonus etc. Having a fixed amount 

would help organisations to manage their compliances in a better manner, and 

provide more certainty to employee’s tax home pay.  If the amount is subject to 

indexation, there can be too may changes and uncertainty in compliance, and hence 

this  may not be a practical approach. 

 

5. Some of the changes (e.g- gratuity based on last drawn wages) can have a significant 

impact on organisations. if they have to make provisions in large amounts within the 

same year when the changes come to effect, it will be a huge burden on them with 

the struggle to recover from pandemic already affecting all...Will there be any 

guidance to ease this out? 

 

Agree that the changes can have significant impact on organisations.  However, given 

the fact that the Codes have been in public domain for a significant period of time, 

companies could assess the impact and evaluate options to realign the compensation 

and benefits in order to minimise the impact.  Further, representations have also been 

made to clarify on last drawn wages for the purpose of gratuity computations. Though 

this is expected to soften the impact of gratuity, one has to wait and watch how the 

final rules pan out. The Government has also called out during discussions that the 

limit of INR 20 lakhs on gratuity has not been changed, hence it is believed that the 

increase in liability will be limited to that extent. 

 


