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To

Subject : Inspection of establishments splitting wages to reduce PF

liability - regarding.

Sir,

The contribution payable by the employer under Employees Provident
Funds Scheme, 1952 Is calculated on basic wages, dearness allowance (including
the cash value of any food concession) and retaining allowance (If any} payable to
each employee to whom the scheme appligs. The meaning of basic wages Is
defined under Sectian 2(b) of Employees’ Provident Funds & Miscellaneous
Fravisions Act, 1952, It includes all emoluments which are earned oy an smployes
while on duty but excludes the cash value of faod concession, deamess allowance,
HRA, overtime allowance, bonus, commiission or any other similar allowance
payable ta the employee and any presents given by the employer ta his employees.
However, "lt'_has been observed that many employers spiit the total wages payable
to their employess Into several allowances in such a way that the said allowances
ate covered under the categary of exciusions provided under Section 2(b) af the
Act as explalned abave thereby encouraging the subterfuge of splitting of wages to
exclude the PF liability. Instances have comie to the notice where total wages of
employees are splitted by employer to the extent that PF liabllity is reduced upto

E0%% of totsl wages.,

2. Inorderto understand the gravity of the fssue it has been decided to have al
those establishments Inspected where the emplayers have deducted PF contribution
on fifty percent (or even less) of total wages pald to their employees. So all Officers
In-charge of ficid offices are directed to get such estahlishments Inspected where
PF contribution has been' deducted on fifty percent or Jess of total wages. The
exergise must be completed by 31.08,2014 and report in the proforma given below
should reach Head Office by 87.09.2014.
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AMOUNt in Rs.
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No. | establishment | which Total wages | wages on
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(P.K. Udgata)
Addl ‘Central PF Commissioner ~I (Compliance)
Copy to:-
2. 'CVO
3. Al Addl CPFCs, Head Office
4, Dler, NATRSS
5. AIl RPFC-I, Head Office
6. All RPFC-II, HO
7. All'DD (Vig.) / DD {Audi)
8. All RPFCs (2T1s)
9, Web Administrator for uploading the circular an the central
- wabsite of EPFO,
10. DD (OL), Head Office - for release of Hindi Version
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-Addl. Central PF Commissioner —1 (Compliance}
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