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At the end of each cycle the total incentive is recalculated and previous payments are deducted and the remaining amount is paid.

Government of India notifies final Rules on four 

Labour Codes

The Government of India (‘GoI’) notified the four Labour Codes 
namely Code on Wages, 2019, Code on Social Security, 2020, 
Occupational Safety, Health and Working Conditions Code, 2020 
and the Industrial Relations Code, 2020 on 21 November 2025. 
Please refer our Flash News dated 21 November 2025 for more 
details.1

The GoI had published the draft Central Rules on 30 December 
2025 under the four Labour Codes and invited objections and 
suggestions from stakeholders. Please refer our Flash News dated 
3 January 2026 for more details.2

On 8 May 2026, the GoI notified the final Rules3 in relation to the 
four Labour Codes viz. Code on Wages (Central) Rules, 2026 
(‘COW Rules’), Social Security (Central) Rules, 2026 (‘SS Rules’), 
Occupational Safety, Health and Working Conditions (Central) 
Rules, 2026 (‘OSH Rules’) and Industrial Relations (Central) Rules, 
2026 (‘IR Rules’). Along with the final Rules, the GoI also notified 
several operational aspects of the four Rules.
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Executive summary

___________________________________ 
1 Link to access Flash News dated 21 November 2025
2 Link to access Flash News dated 3 January 2026
3 Link to Ministry of Labour and Employment Portal

https://www.in.kpmg.com/taxflashnews/KPMG-Flash-News-GOI-notifies-implementation-of-Labour-Codes.pdf
https://www.in.kpmg.com/taxflashnews/KPMG-Flash-News-Draft%20Rules-on-Four-Labour-Codes-issued.pdf
https://www.labour.gov.in/offerings/schemes-and-services/details/labour-codes-gzNzQzMtQWa
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Background

• GoI had implemented the four Labour Codes by way 
of a notification on 21 November 2025

• On 30 December 2025, the GoI issued draft Central 
Rules under the four Labour Codes for public 
consultation, inviting objections and suggestions 
within 30 days for the IR Rules and 45 days for the 
Central Rules on other three Codes

• On 8 May 2026, the GoI notified final Rules under 
the four Labour Codes namely:

- Code on Wages (Central) Rules, 2026

- Social Security (Central) Rules, 2026 

- Occupational Safety, Health and Working 
Conditions (Central) Rules, 2026

- Industrial Relations (Central) Rules, 2026

• Along with the final Rules, GoI also notified several 
operational aspects.

Key highlights

I. Minimum Wage

• The minimum rate of wages is to be fixed on a 
daily basis in accordance with criteria to be 
specified by the Central Government.

• Where a daily wage is fixed, it shall be divided 
by eight to determine the hourly rate and 
multiplied by twenty-six to determine the 
monthly rate.

• Where the working week is less than six days, 
the calculated hourly rate shall be used to 
derive the daily minimum wage.

II. Normal Working Hours

• Normal working day in case of an employee 
whose wage period is on a daily basis shall be 
eight hours per day.

• Normal working day in case of employee 
whose wage period is other than daily basis 
shall be so fixed that it does not exceed 48 
hours per week.

III. Manner of fixing floor wages

• Floor wage to be fixed by the Central 
Government taking into account the minimum 
living standards including food, clothing, 
housing and any other factors.
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• The Central Government may revise the floor 
wage fixed at an interval not exceeding five 
years and undertake adjustments for 
variations in cost of living periodically.

IV. Annual free health check-up for employees 

• Employers in docks, mines, and construction 
sites must arrange free annual medical check-
ups for employees aged 40 and above.

• Employer may avail the facility for medical 
examination of the employees through the 
Employees' State Insurance Corporation.

V. Gratuity to fixed-term employees 

• Fixed-term employees are eligible for gratuity 
if they render service under the contract for at 
least one year. Any subsequent period of 
service in excess of six months and more, but 
less than one year, will be rounded off as one 
additional year.

VI. Overtime wage

• Worker who works for more than eight hours 
in a day as a daily wager or a worker other 
than a daily wager who works beyond 48 
hours a week is entitled to overtime wages at 
twice the regular rate.
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• For overtime calculation, 15–30 minutes is 
treated as 30 minutes, and more than 30 
minutes as one hour. For monthly-paid 
workers, daily wages equal 1/26th of the 
monthly wage; for others, it is their actual daily 
earnings.

• No worker shall be allowed to work overtime 
exceeding one hundred and forty-four hours in 
any quarter of a year.

VII. Crèche facility

• Every establishment with 50 or more 
employees must provide and maintain a 
crèche for children under six years within one 
kilometre of the establishment.

• If there is no negotiating union or council, the 
majority of employees can agree with the 
employer to provide a crèche facility for  
children under six or pay a monthly crèche 
allowance of at least INR500 per child or an 
amount notified by the Central Government, 
applicable for up to two children.

VIII. Issuance of appointment letter

• Mandatory issuance of appointment letters to 
employees.

• The format and particulars to be included in 
appointment letter has been prescribed.
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IX. Mandatory duties of employer in case of women 
employees

• Mandatory duties of an employer in case of 
women employees working during night or 
before 6.00 a.m. and beyond 7.00 p.m. include 
obtaining prior written consent from the 
employee.

• Providing safe transportation facilities, ensuring 
essential amenities such as well-lit washrooms 
and drinking water facilities. 

• Workplace, including specified areas, should 
have suitable provisions for CCTV surveillance, 
and surveillance should also be provided on the 
way to these facilities. 

• Comply with the provisions of the Sexual 
Harassment of Women at workplace 
(Prevention, Prohibition and Redressal) Act, 
2013.

• No woman shall be employed in violation of 
maternity benefit provisions laid down under the 
Social Security Code, 2020.

X. Contract labour

• A contract worker regularly employed by the 
contractor under mutually agreed employment 
conditions must receive an annual wage 
increment of at least two per cent.

© 2026 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.

• If contract labour works at the principal 
employer’s premises, the principal employer 
must provide basic facilities or amenities such 
as toilet, washroom, drinking water, bathing 
facilities if required, changing room, first aid 
box, canteen and crèche, while all other 
facilities and entitlements are the contractor’s 
responsibility.

• If a contractor fails to pay the minimum bonus, 
the principal employer shall, upon written 
notice from the employees or their registered 
trade union, pay the minimum bonus to such 
employees.

• Contractors can obtain a single license for 
engaging contract workers in more than one 
State or across the whole of India.

• Contract labour grievances related to health, 
working conditions, or wages must be 
addressed by the principal employer through a 
committee. Unresolved issues within thirty 
days must be escalated to the Inspector-cum-
Facilitator.
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XI. Grievance Redressal Committee 

• Mandatory for every Industrial establishment 
employing 20 or more workers.

• Grievance Redressal Committee to address 
individual employee grievances, ensuring equal 
representation from both employers and 
workers, not exceeding 10 members.

• Women representatives must be included in the 
Grievance Committee in proportion to their 
workforce share.

XII. Constitution of Works Committee 

• Mandatory for every Industrial establishment 
with 100 or more workers to constitute a Works 
Committee to promote employer-worker co-
operation.

• The total number of members of the Committee 
shall not exceed twenty.

• The Committee will include representatives of 
both employers and workers, with worker 
representatives not less than those of 
employers.
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XIII. Standing Orders

• The Model Standing Orders for the purposes 
of the Code in respect of industrial 
establishments in mine sector, manufacturing 
sector and service sector shall be those set 
out in Schedule - A, B and C of the Model 
Standing Orders, 2026.

• Employers can adopt the Model Standing 
Orders provided by the Central Government.

XIV. Worker Re-Skilling Fund

• The Central Government has setup a worker 
re-skilling fund.

• Every employer who has retrenched a worker 
in an industrial establishment shall within 10 
days transfer an amount equal to 15 days of 
last drawn wages of such retrenched worker to 
a designated account maintained by Labour 
Commissioner along with worker details and 
bank accounts.

• The collected fund will then be electronically 
transferred to the retrenched workers’ bank 
accounts within 45 days to help them with re-
skilling.
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XV. Re-employment of retrenched workers

• Employers must give preference to retrenched 
workers (within one year of retrenchment) for 
re-employment based on seniority, provided 
they are Indian citizens and have expressed 
willingness for employment.

• Employers must display vacancy details on 
the notice board at least 15 days before filling 
positions and inform eligible retrenched 
workers on their latest address by speed post 
or e-mail provided by them at time of 
retrenchment or anytime thereafter.

XVI. Social security for unorganised workers, gig 
workers or platform workers

• Gig and platform workers aged 16 years and 
above must register on the designated Central 
Government portal using Aadhaar and 
prescribed documents on a self-declaration 
basis.

• Aggregators must share details of all existing 
gig and platform workers with the Central 
Government portal within 45 days of 
commencement of the Rules to enable 
issuance of a Universal Account Number 
(‘UAN’) or unique ID, if not already available.

• Aggregators engaging new gig or platform 
workers must register them in real time or 
daily through API or other electronic modes 
and must similarly update exit details of such 
workers.

• To avail benefits under any scheme framed 
under the Code, a gig or platform worker must 
meet additional eligibility conditions notified by 
the Central Government, apart from 
registration on the portal.

• Eligibility requires the worker to have been 
engaged for at least 90 days with a single 
aggregator or 120 days across multiple 
aggregators during the preceding financial 
year.
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Our comments
With the Labour Code Rules now finalised, organisations 
should focus on understanding the Rules, as they define 
how the Codes will be applied in practice. 

Employers should review existing policies, contracts and 
processes to ensure compliance with the prescribed 
Rules. A proactive approach will enable businesses to 
leverage the benefits of these reforms.

Proper implementation of the Rules will help industries 
avoid compliance risks and ensure smooth and effective 
transition under the new labour law framework.
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