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 Basic Rates  to be revised once in Five years

 DA Revised for various schedule of employments  every  year ( TN), Twice in year in many states. ( April 1 
/ October 1)

 CENTRAL GOVERNMENTWILL FIX FLOOR WAGE

 CENTRAL GOVERNMENT MAY TAKE PRE-ADVISE OF ADVISORY BOARD AND STATE GOVERNMENT

 DIFFERENT FLOORWAGES MAY BE FIXED FOR DIFFERENT GEOGRAPHICAL AREAS

 MINIMUM WAGE RATES FIXED BY APPROPRIATE GOVERNMENTS SHALL NOT BE LESS THAN THE 
FLOOR WAGE

 NO DISCRIMINATION ON GENDER BASIS IN WAGES FOR SAME WORK, OR FOR

 WORK OF SIMILAR NATURE

 EMPLOYER NOT TO REDUCE WAGES OF ANY EMPLOYEE

 NO DISCRIMINATION ON GROUND OF SEX WHILE RECRUITING EMPLOYEES FOR SAME WORK, OR 
FOR WORK OF SIMILAR NATURE, UNLESS EMPLOYMENT OF WOMEN IS PROHIBITED OR 
RESTRICTED UNDER ANY LAW

Minimum Wages
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Min Wage – How do you find last basic Revision date 

Last Basic Revised Date

Rate per Point above 
161 (DA Cal)
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 Avg of CPI from Jan to Dec every 
year

 Up to 161 Points Excluded ( Basic 
Rate )

 Points more than 161 Points  for 
every point Multiplied by the 
Conversation factor  as stipulated 
during the Basic Rate Change 
Notification.

 Arriving at CPI  Example- General 
Eng and Fabrication

Min Wages Calculation TN Example

Month/2020 Base 2001=100

January 292

February 289

March 285

April 289

May 291

June 296

July 299

August 299

September 300

October 299

November 307

December 301

Total

Average 296

160

296

135

5717.00

Per day DA 220

 DA Increase Points

Consumer Price Index – Chennai Region

DA increase per point Rs.42.35(135X42.35)

Base Year Average Point as per 2010

Average CPI for the Year 2020

Up to 161 Points No Dearness Allowance

Above 161 Points that is 296-161 – 1354Points
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 ALL EMPLOYEES - PROTECTED WITHOUT ANY WAGE LIMIT, INCLUDING 
SUPERVISORS AND MANAGERS • THE WAGE CEILING IS RS. 24,000 PER MONTH

 PAYMENT OF WAGES IN CURRENT COIN OR CURRENCY NOTES OR THROUGH 
BANK TRANSFER BY ELECTRONIC MODE• NO EMPHASIS ON ELECTRONIC 
MODE

 WAGES TO BE PAID WITHIN 2 DAYS OF HIS REMOVAL, DISMISSAL, 
RETRENCHMENT AND RESIGNATION • RESIGNATION IS NOT INCLUDED

 WHERE EMPLOYEES ARE EMPLOYED THROUGH A CONTRACTOR, HE WILL BE 
PAID THE WAGE AMOUNT BY THE PRINCIPAL EMPLOYER, BEFORE THE DATE OF 
PAYMENT OFWAGES , SO THAT EMPLOYEES ARE PAID WAGES IN TIME – No 
SUCH PROVISION ( Mostly followed)

Payment of Wages
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 AN EMPLOYEE NOT WORKING ALL DAYS IN AN ACCOUNTING YEAR, HIS BONUS 
WILL BE PROPORTIONATELY REDUCED • MIN. 30 DAYS’ WORK. MIN BONUS RS. 100

 DISQUALIFICATION FROM RECEIVING BONUS - ON CONVICTION FOR SEXUAL

 HARASSMENT • NO SUCH PROVISION

 BONUS AMOUNT TO BE CREDITED IN BANK ACCOUNT OF THE EMPLOYEE WITHIN 8 
MONTHS FROM THE CLOSE OF ACCOUNTING YEAR • NO SUCH PROVISION

 PROVIDED - IF THERE IS DISPUTE FOR PAYMENT OF BONUS AT HIGHER RATE, THE

 EMPLOYER WILL PAY 8.1/3 % OF BONUS WITHIN 8 MONTHS OF CLOSE OF 
ACCOUNTING YEAR • NO SUCH PROVISION

 A DISPUTE FOR FIXATION, ELIGIBILITY AND PAYMENT OF BONUS UNDER THE 
CODE AND TO PUBLIC SECTOR WILL BE DEEMED AS THE INDUSTRIAL DISPUTE 
WITHIN THE MEANING OF INDUSTRIAL DISPUTES ACT, 1947  NO SUCH PROVISION

Payment of Bonus
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 WHERE EMPLOYEES ARE EMPLOYED THROUGH A CONTRACTOR, AND THE 
ONTRACTOR FAILS TO PAY MINIMUM BONUS, THE COMPANY SHALL BE 
RESPONSIBLE TO PAY THE MINIMUM BONUS TO SUCH EMPLOYEES • NO SUCH 
PROVISION

 BONUS TO BE CALCULATED ON WAGE AMOUNT AS DETERMINED BY 
APPROPRIATE GOVERNMENT OR MINIMUMWAGE, WHICHEVER IS HIGHER • 
EXISTS THROUGH A NOTIFICATION

Payment of Bonus Act
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Understanding the definition of  Wages as Per Code of Wages 2019

Example 

Basic- 10000.00

HRA- 7000.00

Conv – 4000.00

Spl Allow-4000.00

Total- 25000.00
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Possible Impact on Changes

Possible Impact on Changes

Gratuity Pay out

Provident Fund Contributions

Overtime Payment

Leave Encashment

ESI Contributions

Payment of Bonus

Possible Impact on Changes

Yes

If 15k Maintained No Changes

If Paid on Gross No Impact

If Paid on Gross No Impact

No Impact- Gross Remains Same

Rs.7000 or MW which ever remains same
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1. Present Salary Structure 4. Adjust along with Increment Proposed 

Identify the Current % of Basic to Gross Overall increase is 10 % 

Rework the Present Salary Structure if less than 

50% if more than 50% maintain same

Impact of Restructuring – 3%

Ensure the Present Gross is Maintained Increment  7% and code of wages restructuring 

3%

2. Identify the Impact 5. While Re Structuring 

Gross being the same – No Impact Ensure the present basic percentage if more than 

50 % - the same is maintained. 

Compare the Impact on Indirect  like Gratuity, 

PF , Overtime, Leave Encashment etc

Ensure the Present Take home or higher take 

home  is maintained and not reduced a

3. You will know the Overall impact  

The Solutions – Realistic Practical Approach
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Case Study -1
Propsoed structure  PF - Excluding HRA)

% Basic Mr.A  Basic  & DA HRA Conv Allow Spl Allow Total  (A) PF ESI Gratuity Total (B) Total CTC
0vertime

/ hr

Leave 

Encash

34%
Old 4000.00 3000.00 1800.00 3000.00 11800.00 1056.00 354.00 192.00 1602.00 13402.00 38.46 133.33

50%
Restructed 5900.00 3000.00 1800.00 1100.00 11800.00 1056.00 354.00 284.00 1694.00 13494.00 56.73 196.67

Impact 1900.00 0.00 0.00 -1900.00 0.00 0.00 0.00 92.00 92.00 92.00 1% 18.27 63.33

Proposed Working with Increase of 10 % 21-22

% Basic Mr.A  Basic  & DA HRA Conv Allow Spl Allow Total  (A) PF ESI Gratuity Total (B) Total CTC
0vertime

/ hr

Leave 

Encash

34%
Old 4000.00 3000.00 1800.00 3000.00 11800.00 1056.00 354.00 192.00 1602.00 13402.00 38.46 133.33

50%
Restructed 5900.00 3000.00 1800.00 1100.00 11800.00 1056.00 354.00 284.00 1694.00 13494.00 56.73 196.67

50%
Increse 21-22 6490.00 3500.00 1800.00 1200.00 12990.00 1138.80 389.70 312.00 1840.50 14830.50 62.40 216.33

Impact 590.00 500.00 0.00 100.00 1190.00 82.80 35.70 28.00 146.50 1336.50 10% 5.67 19.67
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Case Study -2
On Actual Basic

% Basic Mr.A  Basic  & DA HRA Conv Allow Spl Allow Total  (A) PF ESI Gratuity Total (B) Total CTC
0vertime

/ hr

Leave 

Encash

34% Old 4000.00 3000.00 1800.00 3000.00 11800.00 480.00 354.00 192.00 1026.00 12826.00 38.46 133.33

50% Restructed 5900.00 3000.00 1800.00 1100.00 11800.00 708.00 354.00 284.00 1346.00 13146.00 56.73 196.67

Impact 1900.00 0.00 0.00 -1900.00 0.00 228.00 0.00 92.00 320.00 320.00 2% 18.27 63.33

Proposed Working with Increase of 10 % 21-22

% Basic Mr.A  Basic  & DA HRA Conv Allow Spl Allow Total  (A) PF ESI Gratuity Total (B) Total CTC
0vertime

/ hr

Leave 

Encash

34% Old 4000.00 3000.00 1800.00 3000.00 11800.00 480.00 354.00 192.00 1026.00 12826.00 38.46 133.33

50% Restructed 5900.00 3000.00 1800.00 1100.00 11800.00 708.00 354.00 284.00 1346.00 13146.00 56.73 196.67

50% Increse 21-22 6490.00 3500.00 1800.00 1200.00 12990.00 779.00 389.70 312.00 1480.70 14470.70 62.40 216.33

Impact 590.00 500.00 0.00 100.00 1190.00 71.00 35.70 28.00 134.70 1324.70 10% 5.67 19.67
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SIMPLE Employee Cost Understanding
Sl NO Account Headings Example 1 Example 2

1 Gross Sales 110.00 100.00

Taxes 10.00 10.00

Net Sales 100.00 90.00

Raw Materials 70.00 70.00

Operating Cost 10.00 10.00

Salary Cost 7.00 7.00

Admin Cost 2.00 2.00

Total Expenses 89.00 89.00

Profit /Loss 11.00 1.00

Employee Cost Includes Direct ,Indirect and Staff Welfare
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 Restructuring could help in understanding and minimizing cost impact.

 Explain/ communicate to team members  on why it is being done.

 Note- Every year increments or changes in salary happens increasing in cost.

 This year to ensure the overall cost impact is minimized to the best possible ways 

 Remember the business was not that good last year  and increased cost  may not be accepted 
by the management.

 Work on Win and Win Situation  for both as  an Individual and Employer.

 Lastly do not wait for the effective date to be announced  please ensure you are prepared. 

 If your Teams Basic ( Basic and DA)  on Gross is already above 50%  please continue, if less than 
50% Start working. 

 My suggestion  is make to salary components to Minimum .        

To Conclude
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https://www.facebook.com/ArghaaHRTechnologies/
https://www.youtube.com/channel/UC6vzQKwqo19ym91dk1Yoekg
https://twitter.com/OneStopHrShop

