
 

 

Circular No – 061/2024 

Date: 16.10.2024 

 
To 

All Members of The Association 

UTILIZATION OF RESERVES AND SURPLUS IN THE EXEMPTED 

PROVIDENT FUND TRUST 

 

1. The Provident Fund Organization Head Office vide their internal circular 

no. C-Ex-Misc./Comp./Audit/2009/43789 dated 20.10.2010 had 

clarified that the reserves and surplus funds available with the 

exempted trust may be utilized for extending the benefits to the 

members in the form of enhanced interest payment.  

2. The Provident Fund Organization head office have re-examined the 

issue of utilization of the reserves and surplus in the account of 

exempted Provident Fund Trust for payment of interest particularly at 

the time of surrender of the Trust.  After examining the issue and its 

legal ramification EPFO have observed as under; 

• An inflated surplus in the Balance Sheet of the Trust is 

indicative of non-distribution of earnings of previous years 

amongst the incumbent beneficiaries proportionately.  An 

obvious corollary to this is that the higher earnings in previous 

years should have been distributed as higher interest for the 

beneficiaries. 



 

 

• Interest is to be credited in the beneficiary accounts on 

monthly running balance basis with effect from the last day in 

each year; thus no interest is allowed to be credited for the 

broken periods of a year. 

• The rate of interest allowed to the beneficiaries of the 

Exempted Trusts in any particular should be commensurate 

with the earnings of the Fund. 

• Over drawl of reserves and surplus is not permitted at any 

point of time. 

3. Based on the above observations, the EPFO have revised their 

instructions and clarified that the reserves and surplus available in the 

account of exempted provident fund trust should not be utilized for 

payment of interest to the members and any surplus funds available 

with the trust should be remitted to Central Board of Trustees EPFO on 

cancellation of exemption or surrender of exemption in line with the 

explanation as contained in paragraph 28(2) of the EPF Scheme.  Para 

28 of the EPF Scheme contains the provisions relating to transfer of 

accumulation from the exempted Provident Fund Trust to the EPFO.  

Para 28(2) provides that  all accumulation standing to the credit of the 

subscribers, howsoever invested   shall be transferred to the fund by 

the Authority in cash.   

4. The instructions as contained in the following two circulars stand 

withdrawn: 



 

 

• No.c-Ex/misc/comp.Audit/2009/43798 dated 20.10.2010 

• No.c-Ex/misc/comp.Audit/2009/104919 dated 17.03.2011 

 

Copy of the internal circular no. E.III/10(122)/2024/Circular/Exemption 
85435 dated 07.10.2024. 
     

For KARNATAKA EMPLOYERS’ ASSOCIATION 

                                                                   Sd/ 
                                                          [B C Prabhakar] 

                                                          President 






