














Annexure A1 

OFFICE OF THE CENTRAL PROVIDENT FUND COMMISIONER 
9TH FLOOR, MAYUR BHAWAN, CONNAUGHT CIRCLE, NEW DELHI-110-001 

 
No.P.O.Cell/3(3) 86 Dam.                                                          29.5.1990 
 
To,  
By name to: All Regional Provident Fund Commissioner, 
  Sub:  Employees’ Provident Funds & Misc. Provisions 

Act, 1952-Specifying the rates of damages under Section 14-B of the EPF 
& MP Act, 1952. 

Sir, 
 You are aware that at present damages are being levied at a flat rate of 25% per 

annum in all cases of default subject to the condition that the total amount of damages 

does not exceed the amount of arrears.  Imposition of damages at a flat rate of 25% per 

annum, was considered to be some what exorbitant in relation to occasional defaulters 

who delay the payments for shorter periods while it is not deterrent enough in the case of 

chronic and habitual defaulter.  The Public Accounts Committee of Parliament in its 

report has also observed that “There have been numerous instances where damages once 

levied were subsequently reduced on review.  This shows that the existing provision in 

the section confers too wide a discretion on the Regional Provident Fund Commissioners 

in the matter and extent of damages that can be levied.  The Committee feels that the 

discretion should be limited by prescribing in the statute itself or in executive norms for 

exercise of this discretion”. 

1 Moreover, now that in the recent amendment to the Act, we have already 

provided for the payment of simple interest at 12% per annum (Section 7Q) 

payable from the date the amount has become due till the date it is actually paid, 

it had become necessary to revise the rates of damages and to specify the same in 

the scheme.  Thus, a proposal to revise the rates of damages was accordingly 

placed before the Central Board of  Trustees and the Board in its 119th  meeting 

held on 4th April, 1989 approved the following revised rates of damages with the  

condition that the position with regard to the incidence of default following the 

revision of the rates of damages would be analyzed after six months from the 

date the new rates come into  force:- 
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Period of  Revised   Interest              Total Existing      
           Delay  rates of      chargeable         rate of       
   Damages  under                              damages 
     Section 7Q                   % per annum  
               ( TOTAL)  
(i) 2 months or less   5  12  17    25 
(ii) Over 2 months      10  12  22    25 
 but less than months 
(iii) Over 4 months       15  12  27    25 
 but less than 
 6 months  
(iv) Over 6 months        25  12  37   25 

 

4  The levy of damages at the above rates may be subject to  the following  

conditions:- 

a) The grace period of 5 days allowed by the Central Board of Trustee for payment 

of the dues shall continue to apply.  However, any payment made by the 

employee after the expiry of the due date (which includes the grace period) for 

whatsoever reason including a bank holiday shall attract the damages. 

b) The Regional PF Commissioner will have to consider judiciously all the relevant 

facts and circumstances of such case of default and pass a formal speaking order 

for  levy of damages, keeping order for levy of damages,  keeping in view the 

rates of damages specified  in the scheme.  However, where they decide to 

impose damages at a lower rate, they will have to give in the speaking order itself 

detailed reasons for imposing damages at a lower rate. 

The above rate are being incorporated in the EPF Scheme itself to give 

authenticity to these rates. 

5 You are advised to regulate the levy of damages at the revised rates in respect of 

all defaults arising on and after 1.6.90 that is defaults arising in the payment of 

the dues for the month May, 90 (payable in June, 90) onwards subject to the 

conditions specified in the preceding paragraph.  All other procedures on the 

subject enunciated in  our earlier circular letters particularly those relating to 

affording a reasonable opportunity to the employer of being heard before final 

orders are passed, restricting  the number of adjournments to not more than 3, 

avoiding long adjournments, passing  a reasoned speaking order, and delivering 
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the order on  the day on which the hearing is concluded remain unchanged and 

these instructions should be scrupulously followed by every Regional P.F. 

Commissioner. 

6  The quarterly report on the progress made during each quarters in the matter of 

levy of damages may positively be furnished within 10 days of close of each 

quarter to this office to enable us to apprise the Board of the progress. 

7 Kindly acknowledge receipt  

 (This is issued with the approval of the CPFC) 

        Yours faithfully, 

          
Sd/- 

            ( B.RAJA ) 
    REGIONAL PF COMMISSIONER (HQRS) 

     FOR CENTRAL PF COMMISSIONER 
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