Employees’ Provident Fund and Miscelleneous Provisions Act, 1952.

of theissuesrelated to the applicability

of the Employees' Provident Fund and
Miscellaneous Provisions Act, 1952 to
NGOs. In thisissue we deal with therate
of contribution, dutiesof the employer and
the important dates under the above Act.
There are following three schemes under
the Act, namely

I nthe previousissuewelooked at some

a) Employees’ Provident Fund
Scheme, 1952

b) Employees Pension Scheme, 1995

c) Employes  Deposit Linked
Insurance Scheme, 1976

Let us now look into the three

schemes in little more detail:

(@) and (b) : Contribution under the
above Employees Provident Fund

TheRateof Contribution , Dutiesof the
Employersand thel mportant Dates

The rate of contribution under Different Schemes at a Glance

Fund Scheme, 1952

b. Employees Pension Scheme
(EPS), 1995

c. Employees Deposit Linked
Insurance Scheme(EDL), 1976

SchemeName Rateof contribution asaper centage of basic pay
DA , Cash valueof food concession and retaining
allowance, if any

a Employees Provident i Employer: 1.67% (10%/ess8.33%in case

where the employee's contribution is
10%) and 3.67% (12% 1ess8.33%in
caseis 12% the employee's contribution

Employee:10%1t0 12%
Government: None

Employer: 8.33%
Employee: None
Government: 1.16%

Employer: 0.5%
Employees: None
Government: None

INTERface Volume V Issuell July - September 2005

35



Scheme, 1952 and Employees Pension
Scheme, 1995

Contribution is payable monthly by the
employer and the employee both at the
equal rates. The employer is required to
deposit both the share of contribution . The
employer is authorized to recover the
employees share from the salary of the
employee.

There are two rates of Provident fund
contribution by an employee, oneis @10%
and the other is @12%. 10% rate is only
applicabletofiveindustries, namely bidis,
bricks,jute,coir and guar gum industries.
This rate is also applicable to
establishments covered prior to Sept.22,
1997 in which less than 20 persons are
employed.

An important point to note isthat thereis
no upper limit of therate of contributionto
the Provident Fund by an employee. The
Act providesthelower limit of 10% or 12%
as the case may be and enables the
employeeto contribute at such higher rate
as he may desire. But it does not mean
that the employer should also contribute at
the higher rate. The contribution of the
employer shall remain limited to the
statutory rate of contribution i.e 10% or
12% asis applicable under the Act.

The whole of the employee’s share
goes to the Povident fund account
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The employer’s share(either 12% or
10% whichever applicable) is
bifurcated into two parts:

- One part of 8.33% is diverted to the
Pension fund account and

- Theremaining part of employer’sshare
out of the total of 12% or 10%,
whichever applicablei.e 3.67% (12%
less 8.33% diverted to pension fund
account) or 1.67%(10% less 8.33%
diverted to the pension fund
account)alongwith the employee’'s
share is credited to Provident fund
account.

The Central Government also would
contribute at the rate of 1.16% of total
wages to the Employee’s Pension
Scheme, 1995.

A clarification about the contribution:

The amount of wage ceiling for the purpose
of compulsorily becoming the member
under the above mentioned schemes has
been revised up from Rs.5,000 p.m to
Rs.6,500 p.m with effect from
1.6.2001.Further for the purpose of
computing the contribution,the actual wage
amount will belimited to Rs.6,500 only.

A comprehensive example to
understand the above provisions
relating to the determination of the
amount of the provident fund
contribution and the pension fund
contribution is given below:
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For example an employee drawing wages
more than Rs.6,500 can also become the
member of the fund and the scheme on
the joint request of the employee and the
employer and if ,for instance such an
employee is drawing wages of Rs.10,000
per month, his own share towards
Provident fund contribution will be
Rs.1,200i.e 12% of Rs.10,000 and thetotal
amount of the employer’s contribution will
also be for an equal amount of
Rs.1,200.The total amount of the
employer’scontribution will be bifurcated
into two parts. One part goes to the
Provident fund and the remaining part goes
to the Pension. The calculation is shown
below intwo steps:

Step 1. Calculation of the employers
contribution towards Employees’
Pension fund.

The Rupee equivalent of 8.33% of
Rs.6,500 i.e an amount of Rs.541 in case
of the above example will be credited to
the employees’ Pension fund out of the
employerscontribution.

Step 2: Calculation of the employers
contribution towards the Provident
Fund Scheme.

The remaining part of the total amount of
theemployerscontribution of Rs.1,200 after
diverting an amount of Rs.541 to pension
fund account will be credited to the
Provident fund account,which worksout
to Rs.659 (Rs.1200 less Rs.541).

INTERface Volume V Issuell July - September 2005

c¢) Employees’ Deposit Linked
Insurance Scheme,1976

No amount is recovered from employee's
wages. Under the Employees deposit
linked insurance schemeonly theemployer
contributes @ 0.5% based on the actual
basic wage/salary not exceeding Rs.6,500
per month(w.e.f 01-06-2001).In other
words, when the actual basic wage/saary
exceeds Rs.6,500 p.m the contribution
payable by the employer will be calculated
by applying the rate of 0.5% ontheamount
of Rs.6,500.

Other financial obligations of the
employer under the above said Act

Administrative Charges:

+ An employer is required to pay
administrative charges at 1.10%
of emolumentstowards provident
fund and 0.01% towards
Employees Deposit Linked
Insurance Scheme 1976.

¢ No separate administrative
charges for pension scheme

Interest Liability:

¢ For belated remittances of
contributions, administrative /
inspection charges interest at the
rate of 12% on such remittances
for the period of delay is to be
remitted.
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Damages:-

*

For all the belated remittances of
contribution and administration/
inspection charges damages are
also payable as penalty ranging
from 17% to 37% p.a. depending
upon the period of delay.

Duties of Employer in terms of adminis-
trative matters

*

Enroll all categories of
employees including the
employees engaged by or through
contractors.Piece rated, hourly
rated employeesarea soincluded.

Remit the contributions and
administrative chargesbeforethe
15" of the following month.

Filetheinitial returns of Form
9, Form 3, form 5A as soon as
the Act becomesapplicabletothe
organisation.

Filethemonthly returnsin Form
12A, Form 5, Form 10 and
Challans for remitting the
dues.

¢+ Maintain thecontribution card
in respect of each employee in
Form 3A and submit the annual
returns in Form 3A and 6A after
reconciliation with Challans and
form 12A.

¢ The employer has to ensure that
statutory dues in respect of
contractors employees are
remitted and returns filed.

¢ Employer should attest the
form No.2and theclaimsforms
submitted by the member/ legal
heirs/ nominees.

+ Make available all relevant
recor dsfor inspection of visiting
officialswith due authorisation.

Important dates to remember:

Some of the important dates to remember
under the Employee’s Provident Funds &
Misc. ProvisionsAct, 1952 aregiveninthe
followingtable:

Only one challan is used for all the

Important dates to remember:

S.No. Purpose Due Date

1 Deposit of both Shares of EPF contribution 15" of the following month
2. Deposit of Administration/Inspection Charge 15" of thefollowing month
3. Deposit of Insurance fund 15" of the following month
4, Deposit of the Administration/Inspection Charge | 15" of thefollowing month

INTERface Volume V

Issue Il July - September 2005

38



deposits. When deposits are made by
cheque, the proof of date of deposit of
cheque with SBI Bank is important. As
per the law the date of the deposit of

chequewith SBI will betreated asthe date
of depositsfor the purposes of the Act and

Scheme.
TP to be continued)

Rahul Khanna, FMSF

Financial Management Service Foundation
annocunced

Workshop on “Fund Management and
Related Governance for Development

Organizations” in Bangladesh.

Dates: 18" & 19" October, 2005

For further details, please contact :

The Programme Co-ordinator, Financial M anagement Service Foundation
“ACCOUNTABILITY HOUSE”, A-5, Sector 26, NOIDA -201 301, INDIA
Ph: 0091-120-2546732, 33, 44, 45, Fax : 0091-120—2546731
(For calingfrom Delhi : Ph: 95120-2546732, 33, 44, 45,)

E-Mail : fmsindia@vsnl.com Alsovisit usat: www.fmsfindia.org
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