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Item No. 1: (a) Confirmation of minutes of the 217th meeting of the 
Central Board (EPF) held on 12.04.2017. 

 

 

1. The minutes of the 217th meeting of the Central Board (EPF) held on 12.04.2017 

were circulated to all the members vide EPFO letter dated 05.06.2017.  

2. No observations have been received on the same. 

3. The minutes of the 217th meeting of the Central Board (EPF) as approved by the 

Chairman CBT (Annexure‐1A) are placed for confirmation by the Board.  

 

Proposal: The minutes of the 217th meeting of the Central Board 
(EPF) as approved by the Chairman are placed for 
confirmation by the Board. 
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Item No. 1: (b) Confirmation of minutes of the 218th meeting of the 
Central Board (EPF) held on 27.05.2017. 

 

 

1. The minutes of the 218th meeting of the Central Board (EPF) held on 27.05.2017 

were circulated to all the members vide EPFO letter dated 09.06.2017.  

2. No observations have been received on the same. 

3. The  minutes  of  the  218th  meeting  of  Central  Board  (EPF)  as  approved  by  the 

Chairman CBT (Annexure‐1B) are placed for confirmation by the Board.  

 

Proposal: The minutes of the 218th meeting of the Central Board 
(EPF) as approved by the Chairman are placed for 
confirmation by the Board. 
 
 

 

Page 2 of 357 219th CBT: 23.11.2017



Page 3 of 357 219th CBT: 23.11.2017

RC MIS CONF
Text Box
Annexure - 1A



Page 4 of 357 219th CBT: 23.11.2017



Page 5 of 357 219th CBT: 23.11.2017



Page 6 of 357 219th CBT: 23.11.2017



Page 7 of 357 219th CBT: 23.11.2017



Page 8 of 357 219th CBT: 23.11.2017



Page 9 of 357 219th CBT: 23.11.2017



Page 10 of 357 219th CBT: 23.11.2017



Page 11 of 357 219th CBT: 23.11.2017



Page 12 of 357 219th CBT: 23.11.2017

RC MIS CONF
Text Box
Annexure - 1B



 

27-05-2017 Pune 
 

Pa
ge
1 

EMPLOYEES' PROVIDENT FUND ORGANISATION 
MINUTES OF THE 218th CBT MEETING 

(BENGALURU: 27th May 2017: 10:30 AM) 

The 218th meeting of the Central Board (EPF) was held under the Chairmanship of Shri 
Bandaru Dattatreya, Chairman Central Board (EPF) and Union Minister of Labour & 
Employment. Following members attended the meeting:- 

1.  Smt M Sathiavathy, Vice Chairperson (L&E) VICE CHAIRPERSON 

2.  Shri  Arun Goel, AS&FA (L&E) CENTRAL GOVERNMENT 
REPRESENTATIVES 

  

EMPLOYERS’ 
REPRESENTATIVES 

3.  Shri K.V. Shekhar Raju 

4.  Shri B. Kamarasu 

5.  Shri Ravi Wig 

6.  Shri B.P. Pant 

7.  Shri Sushanta Sen 

8.  Dr. S.S. Patil  

9.  Shri R.S. Maker  

  

EMPLOYEES’ 
REPRESENTATIVES 

  

10.  Shri M. Jagadishwara Rao 

11.  Shri Virjesh Upadhyay 

12.  Shri P.J. Banasure  

13.  Shri Ashok Singh 

14.  Shri A.K. Padmanabhan 

15.  Shri Shankar Saha 

16.  Shri Ramen Pandey  

   

   

17.  Shri Sanjiv Kumar, Additional Chief Secretary, 
Karnataka STATE GOVERNMENT 

REPRESENTATIVES 18.  Shri R.H. Vasava, Deputy Secretary, Labour 
Department, Gujarat 
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19.  Shri R.K. Saini, Deputy Labour Commissioner, 
Haryana 

 

20.  Shri Baldev Singh, Principal Secretary, Labour, 
Maharashtra 

 

21.  Shri Jawaid Akhtar, Labour Commissioner, West 
Bengal 

 

22.  Shri K.R. Verma, Additional Labour Commissioner, 
Delhi 

 

   

23.  Dr V.P. Joy, Central PF Commissioner SECRETARY 

 

Following members could not attend and were granted leave of absence:- 

1.  Additional Secretary (L&E)  

2.  DG Labour Welfare  

3.  Joint Secretary (SS)  

4.  Joint Secretary (Min of Finance)  

   

5.  Shri J.P. Chowdhary EMPLOYERS’ REPRESENTATIVES 

6.  Shri G.P. Srivastava  

7.  Shri U.D. Choubey  

   

   

8.  Dr. G. Sanjeeva Reddy EMPLOYEES’ REPRESENTATIVES 

9.  Shri A.D. Nagpal  

10.  Shri D.L. Sachdev  

   

11.  Principal Secretary (Labour), Andhra Pradesh STATE GOVERNMENT 
REPRESENTATIVES 

12.  Principal Secretary (Labour), Chhattisgarh 

 13.  Principal Secretary (Labour), Himachal 
Pradesh 

14.  Principal Secretary (Labour), Madhya Pradesh 
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The list of officers who attended the meeting is appended as Annexure A to the 
minutes. CPFC initiated the proceedings and welcomed Chairman, Vice Chairperson and all 
other members to the 218th meeting of the Board. CPFC then requested the Chairman to give 
the opening address. 

The Chairman informed that he had assured in the last meeting held in New Delhi that 
very soon a special meeting of the Board shall be convened to consider the issues relating to 
the members. He was happy to note that as discussed in the last meetings, the agenda 
proposed by members of the CBT is also placed today for deliberations along with the status. 

Chairman said that during the last three years, a lot of initiatives have been taken by 
EPFO for betterment of services to its stake holders: Universal Account Numbers have been 
issued to members which was a long standing demand of workers, minimum pension has 
been raised to Rs. 1000/- per month, SMS to members on credit of monthly contribution, 
increase in EDLI benefits, reduction in employers’ administrative charges, Pradhan Mantri 
Rojgar Protsahan Yojana (PMRPY), Employees’ Enrolment Campaign, 2017, launch of Unified 
Web Portal, Housing Scheme for workers, etc. The Chairman launched the softwares for 
“Exempted Establishments Returns Filing System” and for “UAN based Merger of Accounts”. A 
presentation was made by C-DAC on developments on computerisation of processes of EPFO.  

The Chairman requested CPFC to take up the listed agenda items for discussion. 

With the permission of the Chairman, Shri Ravi Wig raised the concern that meetings 
of CBT should not be held outside Delhi. Shri A.K. Padmanabhan said that the meeting should 
be held in Delhi only. Shri M.J. Rao said that the 89th meeting of EC held on 27.03.2017 should 
not have been postponed by half an hour.  Irrespective of rule position, it should have been 
postponed to another date. Shri M.J. Rao said that during the 89th meeting of EC held on 
27.03.2017, it was decided that the next meeting would be held on 19-05-2017. The meeting 
should not be postponed at the convenience of just one or two persons, convenience of the 
majority should be considered. Shri A.K. Padmanabhan said that convenience of members can 
be considered for Sub-Committees though this cannot be done for CBT. Shri K.V. Shekhar Raju 
said that though CPFC telephoned he could not attend the meeting.  However, the members 
should be given at least 15 days’ notice for participating in the meeting. Shri B. Kamarasu said 
that the system of calling/telephoning members to attend the meeting to fulfil the quorum 
should be done away with. He said that agenda should be provided in advance. CPFC said that the 
system of allowing proxies to attend CBT Meetings is there since 1960s. Shri Ashok Singh said 
that proxies should either be allowed for everybody or should be disallowed for everybody. 
CPFC said that proxies are being allowed for CBT, Regional Committees and by extension to 
Sub-Committees but not being allowed in Executive Committee.  

15.  Principal Secretary (Labour), Kerala 

16.  Principal Secretary (Labour), Rajasthan 

17.  Principal Secretary (Labour), Tamil Nadu 

18.  Principal Secretary (Labour), Uttar Pradesh 

19.  Principal Secretary (Labour), Punjab  
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Shri A.K.Padmanabhan inquired about the reason for setting up a reserve fund with 
reference to action taken report of item 15 (rate of interest) of 215th meeting of CBT. Vice 
Chairperson clarified that when the issue of losses made by Seamen’s Provident Fund was 
considered, it was felt that EPFO should maintain a reserve fund which can be used to meet 
the liabilities of EPFO, in case of deficiency in EPFO account. Shri Ashok Singh expressed 
concern that the money lying in inoperative accounts might be utilised for some other 
purpose. Vice Chairperson clarified that inoperative funds cannot be utilised for any person 
other than EPFO members or pensioners.  

Shri A.K. Padmanabhan said that in the meeting of Coal Mines Provident Fund held on 
21-03-17, there was a proposal for merger of Coal Mines Provident Fund with EPFO. He 
wanted to know whether anything has been discussed with EPFO regarding merger of Coal 
Mines PF with EPFO. CPFC said that no such proposal has been received in EPFO.  Shri Virjesh 
Upadhyay said that Coal Mines PF will discuss the issue of merger with EPFO only after 
consensus at the level of Coal Mines PF Trust on this matter. 

Sh. M.J. Rao said that there is problem in speed of server which results in problem in 
smooth functioning of EPFO. Sh. M. Narayanappa, ACC(HQ) informed that this issue has been 
addressed in the month of March 2017.  

 

Item No. 1: Confirmation of minutes of 216th CBT meeting of Central Board (EPF) held on 
30.03.2017. 

 

 Shri B.P. Pant said that his name did not appear in the minutes of the 216th meeting 
under the list of members who attended the meeting even though his name was mentioned 
in the record of discussions in the minutes. Shri A.K. Padmanabhan said that he had sent his 
comments on item no. 09 and also said that the Chairman had decided  to defer the item and 
it should not have been recorded in the minutes. 
 

Shri A.K. Padmanabhan said that the minutes should be correctly recorded for the 
proceedings of the meeting. He said that this is not a reference to the officers who are 
recording the minutes. Shri Ravi Wig said that the statements made by members should be 
recorded in the minutes of the meeting. 

 
The Board confirmed the minutes as placed before it with the correction that the 

name of Shri B.P. Pant should be included under the list of members who attended the 
meeting. 

 
Minutes of the 217th meeting of CBT were circulated in the CBT meeting. The action 

taken report will be furnished in the next CBT meeting. 
 

 
Item No. 2: Action Taken Statement in respect of decisions taken in the CBT meetings held 

upto 30-03-2017 (216th CBT meeting). 
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In item no. 2 of ATR:    Shri P.J. Banasure inquired about the progress regarding 
Workers’ Bank. CPFC informed that the issue is now in final stage and once the Ministry gives 
approval, the process of study and submitting feasibility report for setting up of Workers’ Bank 
will start. Sh. Manish Gupta said that the process is expected to start in a month’s time and be 
completed in two months’ period after commencement.  

 
In item no. 4 of ATR: Sh. Ashok Singh said that the coolies of Railways should be 

provided social security benefit under EPFO. It was replied that railways coolies are not 
employees of Indian Railways. Members suggested that it can be taken up with Indian 
Railways as the coolies are provided with Railway pass facility. 

 
In item no. 9 of ATR: Shri P.J. Banasure said that publicity campaign should be done in 

regional languages also. CPFC confirmed that publicity is being done in regional languages 
also. 

 
In item no. 10 of ATR: Vice Chairperson said that the proposal for coverage of 

Anganwadi, Workers and helpers has been recommended by the Labour Ministry and sent to 
a Group of Ministers for consideration and on receipt of response further action will be taken. 

Shri M.J. Rao said that all the staff members who have requested for transfer should be 
transferred as a one-time measure. 
 

 The Board noted the action taken status with these observations. 
 
 

Item No. 3: Minutes of meetings of Sub-Committees of the Board 
 

The Board took note of the minutes placed before it with the suggestion to hold the 
meetings of the Sub Committees on (i) Exempted Establishments, (ii) Construction Workers 
and (iii) Contract Workers. 
 
Item No. 4: Tenure of ETF manufacturer for investment in ETF by EPFO – SBI & UTI Mutual 

Fund. 
 

The Board took note of the information placed before it and approved the proposal as 
contained in the agenda. 
  
Item No. 5: Status of ETF Investments 

 
Shri Ashok Singh said that the money with EPFO is workers money and should not be 

invested in equity as investment in equity requires day to day monitoring by experts. CPFC 
said that a small part of EPF Funds are invested in exchange traded funds only.   In ETF too, 
investment is done through the instruments of NIFTY and SENSEX only. There is no discretion 
with EPFO in choosing the products in which to invest. Shri Shankar Saha raised concern 
whether we should risk worker’s money without their consent. He said that he opposes 
investment in equity. Shri A.K. Padmanabhan reiterated his opposition to investment in 
equity. 
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Chairman said that we are very cautious in investing EPF Money as it is workers money. 
Chairman said that we can consider increasing the limit on investment on ETF from 10% to 
15% as returns on ETF are good. In workers’ and national interest we should not oppose for 
the sake of opposition. He thanked all the members who participated in the discussion on this 
matter.  

Accordingly, it was decided to increase the ETF investment from 10% to 15%.  
 
Item No. 6: Dividend distribution transactions by the Portfolio for SBI ETF Nifty 50 and SBI 

ETF SENSEX. 
  

Shri Arun Goel, AS&FA (L&E) observed that why NIFTY dividend was 1.25 INR per unit 
and SENSEX dividend was 4.25 INR per unit. He suggested that decisions on investments need 
to be taken by an empowered in-house committee only, though it can be assisted by experts 
from outside the organisation. 

The Board took note of the information placed before it. 
 
Item No. 7: CBLO borrowing transactions by the Portfolio Managers during the period 

01.01.2017 to 31.03.2017. 
 
 The Board took note of the information placed before it. 
 
 
 

Item No. 8: Expanding Investment Opportunity in Private Sector Companies 

  
Representative from CRISIL made a presentation highlighting the pros and cons of 

expanding investment opportunity in private sector companies. The slides of the presentation 
are placed as Annexure – B to the minutes. Shri Arun Goel, AS&FA (L&E) stated that we should 
keep pace with the market which is changing rapidly and we should be dynamic in taking 
decisions on making investments. Shri Ravi Wig said that we can also consider appointing 
private body to give advice on making investments. Shri B. Kamarasu stated that we should 
have an in-house competent committee to decide on the issue of investments. Vice 
Chairperson said that we use CRISIL for taking professional inputs for analytical advisory 
purpose.  

Shri Sushant Sen stated that we should try to maximise the returns on investments if 
needed by investing even more in equity. If we insist only on absolute safety, we may not even 
get reasonable returns on our investment.  

After deliberations, it emerged that in the context of falling yield of corporate bonds, 
steps needs to be taken to widen the basket of funds to obtain better yield.  Since the 
guidelines of the Ministry of Finance have permitted dual AA+ rating, the Board approved 
relaxation of investment norms in private sector bonds from AAA bonds to dual AA+ rated 
private sector bonds. 
 

Item No. 9: Agenda Items proposed by CBT Members. 
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 Shri M.J. Rao said that in the agenda item, observations have been given stating that 
proposal cannot be accepted. However, the proposal should first be discussed in the CBT and 
then recommendation be sent to the Government. CPFC said that only facts have been 
furnished and no opinion has been given. 
 
PDNASS Training 

Shri M.J. Rao said that training for employees’ representatives may be organised at 
PDNASS without charging any fees. Shri Virjesh Upadhyay said that PDNASS should take 
initiative to give training to Regional Committee and CBT Members to educate them about 
provisions of the scheme. Shri Raman Pandey said that gross root level training should be 
conducted to spread awareness about the Labour Code as well as about the changes being 
made in ESIC and EPFO. The proposal to give training to Regional Committee and CBT 
Members in PDNASS and at Zonal Training Institutes was agreed by the Board.  Vice 
Chairperson suggested that few slots may be earmarked for the purpose. 

 
CBT Members’ Grievance 

Shri M.J. Rao said that his personal experience is that he does not get acknowledgment 
or replies to grievances addressed to CPFC or to Regional Offices. Shri A.K. Padmanabhan said 
that this experience is shared by everybody. Vice Chairperson said that one officer will be 
assigned the work to ensure that all mails sent by CBT members to CPFC are replied to. 

 
Cadre Restructuring 

Shri M.J. Rao said that DPC is yet to be done for many cadres. He said that it should be 
ensured that DPCs are conducted and promotions given for all the cadres. CPFC said that in 
some cadres many steps are required to be completed and follow up is being done to ensure 
that all necessary actions are taken for all the cadres. Vice Chairperson stated that rules have 
to be followed in giving promotions and this may take more time for some cadres. 

 
Shri M.J. Rao said that existing District Offices should be upgraded to be headed by 

APFCs and new District Offices should be opened in the remaining districts. Shri Ravi Wig said 
that every district should have an APFC so that awareness about EPFO can reach to the lowest 
level. CPFC clarified that APFCs are already posted to District Offices. 

 
Shri M.J. Rao said that there should be an amendment so that all workers who do not 

have GPF are provided social security under EPF. Vice Chairperson said that in the Labour 
Code, the ultimate objective is to provide social security to everyone but at present we should 
focus on specific areas where social security can be provided by EPFO as per law. Shri K.R. 
Verma, Additional Labour Commissioner, Delhi said that the criteria for coverage should be 
same for both ESIC and EPFO and the number of workers required for coverage under EPF 
should be 10 instead of 20. Sh. Arun Goel, AS&FA (L&E) said that the Government is moving in 
this direction but it will take time 

 
 
 
HIgher Pension 
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Shri A.K. Padmanabhan raised the issue of grant of higher pension on higher salary to 
members of exempted PF trusts. CPFC said that higher pension on higher salary can be given 
only if contribution has been received by EPFO on higher salary. Shri Raman Pandey said that 
functioning of exempted establishments has to be monitored by EPFO. CPFC said that if 
contributions are received in EPFO accounts, then only higher pension can be paid. He said 
that if contribution is not received on higher salary, EPFO is neither legally liable nor financially 
capable of paying higher pension. CPFC said that for the purpose of pension contribution, 
establishment has to directly pay contribution to EPFO and trusts of exempted establishments 
have no role in this. Vice Chairperson said that if employees of exempted establishments are 
given higher pension, it will be unfair to the other EPS members. Vice Chairperson stated that 
this issue will come as a separate agenda item in the next meeting after detailed examination. 
Shri B. Kamarasu said that a wrong impression has been created that anyone can pay arrears 
and get higher pension. Vice Chairperson said that the matter may be clarified to avoid wrong 
impressions. 

 
Shri M.J. Rao said that Atal Pension scheme is better than EPS. He said that there is 

some fault in our pension scheme and we should study how the Government is giving better 
pension under their scheme so that we can improve the pension under EPS. He said that LIC 
pension scheme is also better. CPFC said that he will study the matter. Shri A.K. Padmanabhan 
said that it is not acceptable to say that for the amount of contribution paid, the returns 
provided by EPS, 1995 are good. He said that features like the yearly review, commutation and 
return of capital have been withdrawn. He said that there should be a thorough study on EPS, 
1995 by EPFO.  

 
Shri A.K. Padmanabhan said that the issue relating to restoration of commuted value of 

pension was approved by the CBT in its 206th meeting held on 11-03-2015 whereas a draft 
notification in this regard was forwarded by EPFO to the Ministry on 17-08-2016. This delay 
cannot be justified. Vice Chairperson stated that the status on the issue will be reported in the 
next meeting. 

 
 

Item No. 10: Lowering of the Employer’s share of contribution from the present 12% to 10%. 

Sh. Raman Pandey said that he had raised many concerns in his letter addressed to 
CPFC and desired that a copy of the letter be circulated to all the members. A copy of the 
letter was circulated to all the members. 

 

All employees’ and employers’ representatives and State Government representatives 
were against reducing the rate of contribution from 12% to 10%. Vice Chairperson said that 
the discussion and the opposition by Employees’, Employers’ and State Government 
representatives be conveyed to Government of India, Ministry of Labour & Employment. 

 

Item No. 11: Enrolment Campaign, 2017 - Update 

The Board took note of the information placed before it. 
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Item No. 12: Withdrawal from provident fund to facilitate housing needs of P.F.  Members – 
Action Taken Report 

Sh. Ashok Singh said that the Central Government should direct all Chief Ministers to 
make land available for providing housing facility to EPF members. 

The Board took note of the information as placed before it. 
 

Item No. 13: Status Note in the Arbitration proceedings in the dispute between Employees’ 
Provident Fund Organisation (EPFO) & Siemens Information Systems Limited 
(SISL) now Atos India Pvt. Ltd. 

CPFC said that if both parties agree, the new law on arbitration, which provides that 
arbitration proceedings have to be completed in 6 months, will apply to them. Shri Arun Goel, 
AS&FA (L&E) said that we should make sure that there are no adverse implications to EPFO 
from agreeing to make the new law on arbitration applicable to its dispute with M/s Seimens.  

 
The Board took note of the information placed before it. 
 

 

Item No. 14: Action Taken Statement in respect of decisions taken in the 211th to 215th CBT 
meetings 

 Sh. A.K. Padmanabhan inquired whether unclaimed money available with EPFO 
can be utilised for the benefit of senior citizens who are not EPF members. CPFC clarified that 
EPF money will be utilised only for those senior citizens who are EPF pensioners.  

 
Sh. A.K. Padmanabhan wanted to know the status regarding the proposal sent to the 

Government for amendment to EDLI Scheme, 1976 for extending voluntary retention of 
membership for members who ceased to be in employment at reduced rate of contribution. 
Sh. Arun Goel, AS&FA (L&E) said that he will look into the matter. 

 
The Board took note of the information placed before it. 
 

Item No. 15: Information to be placed before the Central Board in accordance with para 23 
of the EPF Scheme. 

The Board took note of the information placed before it. 
 

Item No. 16: Waiver of damages in respect of M/s Indian Plywood Manufacturing Pvt. Ltd. 
and in respect of its Nettana Unit (KN/5060), Hungarkatte Unit (KN/5611), 
Mumbai Unit (MH/1857), Dandeli Unit (GB/HBL/1091) and Dharwad Unit 
(GB/HBL/2019) 
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The Board approved the proposal as contained in the agenda. 

 
Item No. 17: List of ineligible cases for waiver of damages rejected by Central Provident 

Fund Commissioner  

The Board took note of the information placed before it. 
 

Item No. 18: Accounting Policy for ETFS (Equity and related instruments) for EPF Scheme  

 
Shri A.K. Padmanabhan said that the report of IIM Bangalore on accounting policy for 

ETF is a technical matter and should be considered by a sub-committee of the CBT. Shri A.K. 
Padmanabhan said that the issue should be studied with interest of employees in mind. CPFC 
said that the matter was considered during the 134th meeting of the Finance Investment and 
Audit Committee (FIAC) held on 25.05.2017. Shri B.P. Pant said that the matter should be 
deferred and in the next meeting,  a presentation can be made by IIM Bangalore on this 
matter. Shri Virjesh Upadhyay said that a simplified non-technical presentation may be made 
on the matter. 

 
Shri P.J. Banasure asked how the rate of interest would be decided, in case the 

proposed change in accounting policy is accepted and the recommendation was rejected by 
Ministry of Finance. Shri Manish Gupta replied that for the funds which are not invested in 
ETF, the process of declaration of interest will be the same as at present. As regards the 
investment in ETF, the investment will be shown separately in members’ accounts and at the 
time of withdrawal from the fund, the member would get the market value of the ETF 
investment shown in his account. Shri Arun Goel, AS&FA (L&E) suggested that a member 
should have an option to continue to hold his ETF investment if the market situation is not 
favourable at the time of his retirement. He also suggested that IIM Bangalore can be 
requested to prepare a document giving the contents of the report in simple language and 
then put up that document on website and seek suggestions. 

 
Vice Chairperson said that this being a complicated issue with far reaching implications 

the same can be studied in detail by members and can be decided in the next meeting where 
we can also have a presentation from IIM Bangalore.  

 
Item No. 19: In principle approval for supply of e-sign free of cost to employers and 

amendment in para 47 of Employees’ Provident Fund Scheme, 1952 for 
introduction of e-sign to employers. 

 
Shri Manish Gupta expressed concern whether the e-sign provided by EPFO can be 

used by the employers for other purposes. Shri M. Narayanappa clarified that the e-sign 
provided by EPFO can be used only for signing documents related to EPFO.  

 
The Board agreed to the proposal as contained in the agenda. 
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Shri K.V. Shekhar Raju raised concern that for the purpose TA/DA, status of CBT is 
being equated to that of Director. Sh. Raman Pandey said that status is important and money 
provided as TA/DA is not important. He said that status is not being sought for the purpose of 
remuneration. He said that the CBT members are ready to forego the amount of 
remuneration as DA and are not interested in it. Sh. B. Kamarasu proposed that both 
employees’ and employers’ representatives will not take any amount as TA/DA. He said that 
the concern is about self-respect and identity and CBT Members should be treated with 
respect. Sh. Banasure said that RC-I Pune refused to meet him. He said that respect should be 
shown to CBT Members. Sh. Virjesh Upadhyay said that if a CBT Member visits an EPFO office 
and sends an adverse remark about an officer, it should be taken seriously. Sh. Ashok Singh 
said that CBT EPFO is the highest body of its kind as only in CBT EPFO, the Labour Minister of 
the nation presides over the meetings unlike in Banks, Income Tax, LIC etc. He said that 
comparing CBT EPFO to other bodies is degrading. Shri K.R. Verma, Additional Labour 
Commissioner, Delhi said that as an individual he suggests that there should be a protocol to 
be followed for CBT Members to  visit an office. 

Vice Chairperson said that there is no need to equate a CBT member to any officer of 
EPFO. The functions of CBT Members involve framing of policy whereas EPFO Officers are 
employees of EPFO. She said that the communication regarding fixing of TA/DA of CBT 
members is between EPFO and Ministry and should be ignored.  

Shri M.J. Rao stated that though it is not part of agenda items, the issue of Sahara 
India exemption status and report of the Committee constituted to verify the functioning of 
Sahara India Exempted Trust be informed. It was replied that the status note will be 
submitted in the next CBT meeting. 

The Chairman said that CBT EPF is a very important body and cannot be compared to 
any other body. He said that no such complaint has been received in meetings of ESIC 
Corporation. It appears that there is a problem at the level of lower officers of EPFO. He said 
that the issue of the status of CBT Members can be closed in an informal meeting. He said 
that Home Ministry will issue identity cards to all CBT Members.  Instructions have been 
issued to all EPFO offices to extend proper courtesy to CBT Members. Acknowledgment and 
reply will be given to grievances sent by CBT Members. The Chairman expressed satisfaction 
that some very good decisions were taken during the meeting. 

   

  Chairman thanked the members for their cooperation. 

  The meeting ended with vote of thanks to the Chair. 

 
******************** 
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ANNEXURE A 

LIST OF OFFICERS OF EPFO WHO ATTENDED THE 218th MEETING OF CENTRAL BOARD (EPF) 
ON 27-05-2017 AT PUNE 

 
 

Sl No. NAME Designation 

1.  Shri Manish Gupta FA & CAO 

2.  Shri M Narayanappa ACC(HQ) 

3.  Shri SC Goyal ACC, Headquarters 

4.  Shri R.K. Singh  Zonal ACC, PUNE 

5.  Shri Arun Kumar RPFC,  R.O. PUNE 

6.  Shri Amiya Kant RPFC Conference, Headquarters 

7.  Shri Ajay Kumar  RPFC Investment, Headquarters 

8.  Shri Neeraj Singh APFC, R.O.PUNE 

9.  Shri Prithi Chand APFC Conference, Headquarters 

10.  Shri Kewal Kishan S.O. Conference, Headquarters 
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Item No. 2 Action Taken Statement in respect of decisions taken 
in the CBT meetings held upto 27-05-2017 (218th CBT 
meeting). 

 

 Sl. No.  Decisions/Directions of CBT 
Action Taken Status 

 

1.   Confirmation of minutes of 216th CBT 
meeting of Central Board (EPF) held on 
30.03.2017. 
 
The Board confirmed the minutes as placed 
before it with the correction that the name of Shri 
B.P. Pant should be included under the list of 
members who attended the meeting. 
 
 
(Item No. 1, 218th CBT, 27‐05‐2017) 
 

The minutes of the 215th meeting 
was  amended  by including the 
name of Shri B.P. Pant under the 
list of members who attended the 
meeting. 

2.   Constitution of Workers’ Bank. 
 
Sh. Manish Gupta said that the process is 
expected to start in a month’s time and be 
completed in two months’ period after 
commencement. 
 
(Item No. 2(2), 218th CBT, 27‐05‐2017) 
(Item No. 2(2), 216th CBT, 30‐03‐2017) 
(Item  No.  2,  (  Sl.  No.9)  of  215th  CBT,  19‐12‐
2016) 
(Item No. 2(6) of 214th CBT, 26‐07‐2016) 
(Item No. 2(9), 211th CBT, 08‐07‐2016) 
(Item No. 2(6), 211th CBT, 16‐02‐2017) 
(Item No. 2, 208th CBT, 16‐02‐2015) 
(Item No. 2(2), 207th CBT, 31‐03‐2015) 
(Item No. 1, 206th CBT, 11‐03‐2015) 
(Item No. 17 of 204th CBT, 26‐08‐2014) 
 
 
 
 
 
 
 
 

As per suggestions of RBI three 
retired Executive Directors – Shri 
V.K Sharma, Shri V. S. Das and 
Shri Jasbir Singh were advised by 
the MOL&E vide letter dated 
16.12.2016 for engaging as 
consultants for studying and 
submitting feasibility report on 
setting up of Workers ’Bank. 
Two out of three, namely- Shri V. 
K. Sharma and Shri V.S. Das 
submitted their willingness 
following which a letter dated 
28.04.2017 was sent to MOL&E 
for approval of their engagement as 
the consultants for a period of two 
months. 
Later, MOL&E vide letter dated 
01.08.2017 conveyed the desire of 
the Hon’ble MOS(IC), to call Shri 
C.S. Ghosh CEO, Bandhan Bank 
for presentation this regard and 
desired EPFO to furnish a brief 
along with the considered opinion 
of FA&CAO. 
Accordingly, a brief note in the 
matter has been sent to MoL&E 
vide letter dated 27.09.2017 (copy 
enclosed).  
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Further direction from MoL&E is 
awaited in the matter. 

3.   Proposed  Employees’  Provident  Fund 
Members’  Enrolment  and  Establishment 
Coverage Campaign, 2017. 
 
Members suggested that it can be taken up with 
Indian Railways as the coolies are provided with 
Railway pass facility.  
 
 
(Item No. 2(4), 218th CBT, 27‐05‐2017) 
(Item No. 2(4), 216th CBT, 30‐03‐2017) 
(Item No. 10, 215th CBT, 19‐12‐2016) 
 

The coolies of Indian Railways are 
self-employed persons and they 
are not covered by any provisions 
in schedule II of EPF & MP Act, 
1952.  They are not working 
under Indian Railways. 
In various meetings held with 
representatives of Indian 
Railways, on 21.02.2017, 
25.04.2017, 29.05.2017, 
27.07.2017 & 18.09.2017 for 
extension of PF benefits to the 
contract/casual workers engaged 
with Indian railways, the issue of 
coolies has also been discussed. 
The Railway representatives have 
unequivocally reiterated that the 
coolies working on Railway 
stations are not their employees 
and are not engaged as 
contract/casual workers by the 
Railways.

4.   Social  Security  benefits  to  the  workers 
employed as i.e. Anganwadi, Mid‐day Meal and 
Asha Workers in the unorganized Sector. 
 
Vice Chairperson said that the proposal for 
coverage of Anganwadi, Workers and helpers has 
been recommended by the Labour Ministry and 
sent to a Group of Ministers for consideration and 
on receipt of response further action will be 
taken.  
 
 
(Item No. 2(10), 218th CBT, 27‐05‐2017) 
(Item No. 14, 216th CBT, 30‐03‐2017) 
 

A Committee headed by 
Secretary (L&E) set-up as per the 
orders of Inter-Ministerial Group 
headed by Hon’ble Finance 
Minister to examine the issue of 
giving social security benefits to 
unorganized Sector i.e. 
Anganwadi, Mid-day Meal and 
Asha Workers in its meeting held 
on 31.03.2017   recommended to 
bring such workers/volunteers 
under the social security net in 
phased manner and in the first 
phase, around 26 lakh Anganwadi 
workers and helpers to be taken 
up.   The rate of contribution at 
the rate 10% each has been 
approved by CBT in its 216 
meeting.  The committee further 
recommended that the 
honorarium fixed by Government 
of India will be treated as 
monthly wage for calculation of 
contribution as different stage 
have different honorarium for the 
Anganwadi workers/helpers.  In 
this regard, Ministry of Labour & 
Employment, New Delhi has 
directed the EPFO to formulate a 
scheme for Anganwadi, 
Workers/Helpers in consultation 
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with the Ministry of WCD.  The 
matter is under process. 

 

5.   Expanding Investment Opportunity in Private 
Sector Companies. 
 
Since the guidelines of the Ministry of Finance 
have permitted dual AA+ rating, the Board 
approved relaxation of investment norms in 
private sector bonds from AAA bonds to dual 
AA+ rated private sector bonds.  
 
 
(Item No.8, 218th CBT, 27‐05‐2017) 
 

Subsequent to the approval of CBT 
in its 218th meeting, the matter of 
investing in dual AA+ rated private 
sector bonds, certain guidelines 
were approved by FIAC in its 
135th meeting with a 
recommendation to place them 
before the Board for information. 
The same is being placed before 
the CBT as a separate agenda item.

6.   Agenda  Items  proposed  by  CBT  Members  ‐ 
PDUNASS. 
 

The proposal to give training to Regional 
Committee and CBT Members in PDUNASS and 
at Zonal Training Institutes was agreed by the 
Board. Vice Chairperson suggested that few slots 
may be earmarked for the purpose. 
 

(Item No.9, 218th CBT, 27‐05‐2017) 
 

A  training  program  for  CBT 
members was held at PDUNASS on 
31.10.2017.  

7.   Agenda Items proposed by CBT Members – Higher 
Pension. 
 

Shri A.K. Padmanabhan raised the issue of grant 
of higher pension on higher salary to members of 
exempted PF trusts. Vice Chairperson stated that 
this issue will come as a separate agenda item in 
the next meeting after detailed examination. Shri 
B. Kamarasu said that a wrong impression has 
been created that anyone can pay arrears and get 
higher pension. Vice Chairperson said that the 
matter may be clarified to avoid wrong 
impressions. 
 
 

(Item No.9, 218th CBT, 27‐05‐2017) 
 

In  this  regard  interim  Circular 
letter  No.  Pension‐
I/12/33/EPSAmendment/96/Voll.I
I/4432 dated 31.05.2017 has been 
issued. As per the said circular no 
member  whose  contribution  on 
full salary has not been received in 
the  account  of  the  EPFO  at  the 
respective  periods  of 
contributions, shall be eligible  for 
the benefits  contemplated  in  the 
judgement  as  per  the  aforesaid 
Hob’ble Supreme Court Order. 

8.   Lowering  of  the  Employer’s  share  of 
contribution from the present 12% to 10%. 
 
Vice Chairperson said that the discussion and the 
opposition by Employees’, Employers’ and State 
Government representatives be conveyed to 

As decided the discussions and the 
opposition  by  Employees’ 
Employers and state Government 
representatives  has  been  duly 
conveyed to Government of India, 
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Government of Ind ia, Ministry of Labour & 
Employment. 
 
(Item No.10, 218th CBT, 27‐05‐2017) 
 

Ministry of Labour & Employment 
vide  letter  no.  C‐
1/3(31)2017/Contribution 
Rate/612 dated 13.07.201 7.  

9.   Action Taken Statement in respect of decisions 
taken in the 211th to 215th CBT 
Meetings. 
  
Sh. A.K. Padmanabhan wanted to know the status 
regarding the proposal sent to the Government 
for amendment to EDLI Scheme, 1976 for 
extending voluntary retention of membership for 
members who ceased to be in employment at 
reduced rate of contribution. 
 
 
(Item No.14, 218th CBT, 27‐05‐2017) 
 

The  proposal  is  under 
consideration. 

10.   Accounting Policy for ETFS (Equity and 
related instruments) for EPF Scheme. 
 
Vice Chairperson said that this being a 
complicated issue with far reaching implications 
the same can be studied in detail by members and 
can be decided in the next meeting where we can 
also have a presentation from IIM Bangalore. 
 
(Item No.18, 218th CBT, 27‐05‐2017) 
 

Revised item is being placed in 
next CBT meeting. 

11.   Amendments in EDLI Scheme, 1976 for 
introducing minimum assurance amount on 
death in service and loyalty cum life benefit to 
P F members on superannuation. 
 
The Proposal contained in the agenda was 
approved with the modification that the Scheme 
be implemented on pilot basis for two years 
during which period its further viability may be 
assessed. 
 
(Item No.13, 217th CBT, 12‐04‐2017) 

The  proposal  is  under 
consideration. 

 
 

 

Proposal: The Board may please take note of the action taken 
statement placed above. 
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Item No. 3 Minutes of meetings of the Sub-Committees of the Board. 
 

Statement regarding the meetings of the following Sub‐Committees of the Board, is 

given below:‐ 

1. Finance, Investment and Audit Committee (FIAC) – 135th meeting was held on 5th July, 

2017  (minutes  are  placed  as  Annexure‐3A);  136th  meeting  was  held  on  27th 

September, 2017 (minutes are placed as Annexure‐3B). 

2. Pension & EDLI Implementation Committee – No meetings were held. 

3. Exempted Establishments’ Committee – No meetings were held. 

4. Sub‐Committee on Construction Workers – 6th meeting was held on 18th September, 

2017 (minutes are placed as Annexure‐3C). 

5. Sub‐Committee on Contract Workers ‐ 6th meeting was held on 18th September, 2017 

(minutes are placed as Annexure‐3D). 

 

 

Proposal: The Board may please take note of the minutes 
of the meetings referred above. 
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Item No. 4 List of ineligible cases for waiver of damages rejected by 
Central Provident Fund Commissioner. 

 

The powers for waiver or reduction of damages levied u/s. 14B of The Employees’ 
Provident Funds & Miscellaneous Provisions Act, 1952 are vested with the Central Board 
of Trustees under conditions specified in 2nd proviso to Section 14B of EPF & MP Act, 1952. 

 

The CBT in its 176th meeting held on 07.11.06 delegated the powers to Central 
P.F. Commissioner to reject the request of establishments for waiver or reduction of 
damages, which are not eligible for consideration by CBT as they do not satisfy the 
eligibility criteria laid down by 2nd proviso to section 14B of the Act. The 176th meeting also 
mandated that such rejected cases be placed before the CBT for information. Accordingly, 
a list of such ineligible requests rejected by Central Provident Fund Commissioner during 
the period from 20.05.2017 to 30.09.2017 in exercise of the above delegated powers 
is furnished below for kind information of the Board. 

 

S. No.  Name & code No. of the 

establishment. 

Whether BIFR 

sanctioned 

Revival Scheme 

Date of receipt 
of application 

Date of 
informing 
rejection 

1.  M/s. Ayurvidya Prasarak 

Mandal,Bandra(MH/35455) 

 

 

No  17.12.2016 01.06.2017 

2.  M/s. Petromar Engineered 

Solutions Pvt Ltd, 

Mumbai(MH/BAN/48779) 

 

No  15.05.2017 13.06.2017 

3.  M/s. Shri Jagdamba Swayam 

Rojgar, (NGAKL/0110038) 

 

 

No  06.03.2017 15.06.2017 

4.  M/s. Ranchi Municipal 

Corporation, Ranchi(JH/32891) 

No  18.07.2016 29.06.2017 

5.  M/s ABG Shipyard Ltd.,  No  15.12.2016 29.06.2017 

6.  M/s. Shree Extrusions Limited, 

Gujrat(GJ/RAJ/25110) 

No  Nil 30.06.2017 

7.  M/s. Saraswati Shishu Mandir, 

Kolkata 

No  18.06.2015 12.07.2017 
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8.  M/s. Maharastra Village Minitries, 

Nagpur 

No  22.08.2016 24.07.2017 

9.  M/s. Jainex Metaliks Ltd, 

Hooghly,WB 

No  19.11.2016 27.07.2017 

10.  M/s Sri RamakrishnaSarada Sangha 

Balika Vidyalaya, WB(WB/61686) 

No  01.02.2016 19.09.2017 

 

 

Proposal: In view of the above, Central Board of Trustees, 
EPF may please take note of the list of ineligible 
requests for waiver of damages rejected by 
Central Provident Fund Commissioner during 
the period from 20.05.2017 to 30.09.2017. 
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Item No. 5 Accounting Policy for ETFs (Equity and Related 
Instruments) for EPF Scheme 

 

1. In accordance with Investment Pattern notified by Ministry of Labour and Employment 

vide Notification no. 1071 (E) dated 23rd April, 2015 and the decision of the 207th Central 

Board held on 31.03.2015, EPFO started  investments  in Exchange Traded Fund  (ETF) 

under category (iv) i.e. Equity and related investment from August, 2015.  

 

2. Accounting  policy  &  Method  of  accounting  for  equity  and  related  investment  was 

approved by Finance Investment and Audit Committee (FIAC) in its 122nd meeting held 

on 09.12.2015.  

 

3. The approved Accounting policy was forwarded to the Comptroller & Auditor General 

of India (CAG) for their comments vide this Office letter dated 18th March 2016 followed 

by letter dated 27th April, 2016. In response to which the CAG vide its letter dated 14th 

July, 2016 informed that “the proposed accounting policy has been examined and it is 

found that the accounting policy proposed by EPFO is not consistent with the Accounting 

Standard 13 ‘Accounting for Investment’ and further suggested that EPFO may review 

its accounting policy and make  it consistent with the Accounting Standards  issued by 

ICAI.  Further in view of the peculiar and unique conditions of the working of EPFO, you 

may  like  to  refer  this  matter  to  the  Expert  Committee  of  Institute  of  Chartered 

Accountants of India for their expert advice”. 

 

4. As per the suggestion of CAG, a reference was made to ICAI vide letter dated 04th July, 

2016 followed by letter dated 09th September, 2016 with a request to suggest to EPFO 

the accounting policy for  investments  in Equity (ETF). ICAI submitted their comments 

on the “Accounting Policy and Method of Accounting for investments in Equity & related 

investments”  vide  communication  dated  28/11/2016.  The 

suggestions/recommendations of ICAI are summarised as under:‐ 

 

   Option 1. Recognition of MTM gains and losses based on classification of equity 
investments 
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   Option 2. Recognition of MTM gains and losses in Equity Income Stabilisation 
Reserves (EISR) in the balance sheet. 

 

   Option 3. Recognition of MTM losses in Income and Expenditure account and 
Recognition of MTM gains in Income and Expenditure account and partly in ESIR 
in Balance Sheet. 

 
ICAI had concluded that based “on the accounting concept of prudence,  it  is felt that 

gains and losses on equity and related instruments should be accounted for in EISR and 

should be  taken  to  Income & Expenditure account on disposal only”. On  the  issue of 

creation and utilisation of Equity Income Stabilisation Reserve (EISR), ICAI commented 

that “It has been felt that the declaration of interest rate is not an accounting matter 

but prerogative of EPFO management, therefore we are unable to comment on the EPFO 

proposed policy in this regard.” 

 

5.   The other possible methodologies for disposal of investments/accounting profits which 

can be envisaged includes‐ selling of existing Units of ETF to book profits, accrual based 

accounting for accounting profits and unitization of the  investments made  in ETF for 

individual  subscribers. Since no clear policy direction was  received  from  ICAI,  it was 

decided  that  there  is  a  need  for  independent  assessment  of  advantages  and 

disadvantages for each of the methodology by a third party independent expert keeping 

in mind  the specific requirement of EPFO. Accordingly experts  from  the discipline of 

Finance and accounting from Indian Institute of Management (IIM), Bangalore were 

requested  to  suggest best possible method of  accounting  investment  in  Equity  and 

related investments on consultancy basis.  

 

6.   Dr. Padmini Srinivasan, Associate professor & Chairperson Finance and accounting area 

and Dr. M. S. Narsimhan, Professor in Finance and accounting area and Chairperson of 

the  PGP  program  and  Chairperson  Provident  Fund  Investment  Committee  have 

submitted their report on the “Accounting Policy for Investment in Equity and Related 

Investments by EPFO” in June 2017. (Annexure‐5A). 
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7.   The report suggests different methodologies for accounting which have been evaluated 

on the basis of two principles  

  a) Need to capture benefits on investing in Equity in accounting  

  b) Fairness in computing rewards.  

 

8.   The report recommends ‘Accounting based on MTM and Unit Based NAV’: This method 

is similar to accounting system followed by collective fund management schemes for 

valuing investments. The methodology suggests splitting the investments into two (a) 

Fixed  Income  (b)  Equity  (ETF).  The  fixed  income  portion  of  the  contribution  by  the 

subscribers shall continue to have annual fixed interest rates. The Equity portion of the 

contribution by the subscribers is valued on Marked to Market (MTM) basis and gains 

or loss is recognized in MTM reserve as it is not realized. Units are allotted to investors 

based on net asset value (NAV) and this ensures fairness to investors who enter into the 

scheme at different points of time. In the disclosure to subscriber it is suggested to have 

two  separate  accounting  heads  (a)  Fixed  Income  where  fixed  annual  interest  gets 

credited to members account and (b) Equity (ETF) where is return is marked to market 

rate. 

 

9.   A presentation on the draft report on the Accounting policy for  investment  in ETF by 

Indian  Institute of Management, Bangalore was made before the 134th FIAC held on 

25th May 2017. The members discussed the various options suggested in the report and 

observed that the policy suggested by IIM (B) is broadly in lines with the policy followed 

by similar fund management institutions like NPS, Mutual Fund and the Life Insurance 

companies.  Further  since  EPFO  started  investment  in  ETF,  the  returns  from  such 

investment  has  not  yet  been  made  available  for  distribution  to  the  subscribers. 

Therefore we may proceed further with the Method 4 ‘Accounting based on MTM and 

Unit Based NAV’ as mentioned in the report and be placed before CBT for consideration. 

 

10.   The item was then placed in the 218th meeting of the CBT held on 27/05/2017 where 

it was decided that since it is a complicated issue with far reaching implications the same 

can be studied in detail by members and can be decided in the next meeting where we 

can also have a presentation from IIM Bangalore. 
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11.   In the meantime in order operationalise the methodology suggested by IIM, Bangalore 

a committee consisting members from SBI, Mutual Fund, UTI Mutual Fund, M/s. CRISIL, 

Consultant and EPFO was  constituted. The Committee deliberated on  the  issue and 

have  come  up  with  Operational  Guidelines  for  the  unitisation  methodology  for 

accounting the equity EPF investments and submitted its report on 25th August, 2017 

(Annexure‐5B). 

 

12.   Based on  the  two reports, accounting policy  for  investment  in equity  to be  included 

under ‘significant accounting policies’ as per the suggestion of CAG has been prepared 

and placed as Annexure‐5C.  

 

13.   Accounting Policy formulated/recommended by IIM Bangalore for investments in ETF 

by  EPFO  was  also  sent  to  CAG  for  its  comments.    The  CAG  vide  its  letter  dated 

12.09.2017 conveyed it’s concurrence on methodology on Accounting Policy proposed 

by  EPFO  with  certain  observation/clarifications  (Annexure‐5D).  Clarifications  to  the 

observation of CAG along with Significant accounting policies placed as annexure III for 

approval have been sent to CAG vide letter dated 19.09.2017 (Annexure‐5E). 

 

14.   An agenda item on Accounting Policy for ETFs (Equity and Related Instruments) for EPF 

Scheme  was  place  before  the  FIAC  in  its  136th  Meeting  held  on  27.09.2017.  The 

Committee decided to place the item before the Central Board, EPF for consideration 

and approval. 

 

Proposal: The proposal contained in Para 12 of the agenda item 

is placed before the Central Board of Trustees, EPF 

for consideration.  
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1. Introduction 

 

The Employees’ Provident Fund Organisation (henceforth EPFO) is an autonomous body under the 

Ministry of Labour & Employment constituted under an Act of the Parliament i.e. Employees’ 

Provident Funds & Miscellaneous Provisions Act, 1952 (19 of 1952). The EPFO collects 

contributions from the members and invests in securities.   The primary objective of EPFO is to 

provide retirement benefit to its members and hence investments are generally made in risk-free or 

low-risk securities.    The contribution is divided into three parts as detailed below and each one 

serves different objectives: 

 

 Employees Provident Fund Scheme, 1952: Each member of the scheme has separate individual 

account in which the contributions from the employer and the employee are deposited. The 

interest declared by EPFO on an annual basis is credited to each members account and becomes 

part of the member balance. This becomes liability on part of EPFO. 

 

 Employees’ Pension Scheme, 1995: Part of contributions from the employer and government 

contribution is deposited in the pooled fund. The scheme has defined benefits. The rate of 

interest declared by EPFO on annual basis is not applicable to this scheme. 

 

 Employees’ Deposit Linked Insurance Scheme, 1976: The part of the employer contribution is 

deposited’ in the pooled fund. Only death benefit is paid to the survivor as the part of the 

scheme. The rate of interest declared by EPFO on annual basis is not applicable to this scheme. 

 

Until March 2015, investments made by the EPFO were in interest bearing fixed income securities 

and normally held till maturity.  The Central Government while deciding the interest to be credited 

to members of EPFS, 1952 considers the interest received from securities invested under the 

scheme. The capital appreciation or depreciation of the securities are not considered since securities 

are held till maturity.  In April 2015, the Government of India notified a new investment pattern 

under which EPFO started investing in Exchanged Traded Funds (ETF).   The premise for investing 

in equity is that in the long run, the scheme will deliver better returns compared to other asset class.  

Unlike fixed income securities, ETF is exposed to capital appreciation or depreciation.   The para 60 

of the EPFS, 1952 which discusses the interest computation was not amended and hence there is no 

clarity on the treatment of dividend and capital appreciation or depreciation of ETF in computing the 

income of the scheme, which in turn is used for declaration of interest/return on the amount 

invested.    

 

We were given to understand that C&AG advised the EPFO not to distribute unrealized gains to the 

subscribers.  Thus, the accounting treatment is important and critical because it has a direct impact 
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on the return available to subscribers, particularly if ETF’s are not sold periodically.   The 

accounting policy is important so that it is fair to subscribers and at the same time not resulting in 

any additional financial obligation to EPFO or Government of India.  

 

The objective of this study is to examine the various accounting issues in investments and to suggest 

alternative methods for addressing the same. 

 

  In particular the study will examine the following: 

 

(a) Options available for accounting the earnings (dividend, capital appreciation and 

depreciation, bonus or any other cash or cash equivalent) of equity oriented investments. 

(b) Advantage and disadvantage of each option taking into account the requirement of EPFO. 

(c) Ranking of the options along with their impact to subscribers and EPFO. 

(d) Recommend Policy related to liquidating the investments in equity or equity oriented 

investments if needed. 

 

     

2. Methodology 
 

We adopted the following steps to arrive at various alternatives 

 

1. Review of current practice 

2. Examine in detail the various accounting regulations related to equity investments. These 

includes Accounting Standards, International Financial Reporting Standards (IFRS) applicable 

to India (Ind-AS), Banking Regulation, Insurance Regulation related to Pension products, 

Mutual Funds regulation and any other relevant regulations for accounting. 

3. Review of current accounting practices of different collective fund management companies 

operating in India and abroad.  (Annexure 1) 

4. Meeting with various stakeholders including Portfolio Managers and others to discuss the 

current practices and challenges.   
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3. Basic Principles on Accounting of Investments in Equity 
 

As the Indian economy matures and progresses, equity market also develops and offers return much 

higher than the return being realized through fixed income securities.  The long-term equity market 

return (NIFTY and Sensex) is around 16% though the equity market is exposed to volatility in the 

short run.   The primary reason for EPFO investing a part of its collection in equity is to earn on 

average higher return on investments.  We are also aware of the C&AG’s comments on not to 

distribute unrealized gains from the investments.   We also believe that the accounting policy should 

not undo the philosophy for investing in equity. 

 

We set the following two broad guidelines while deciding accounting policy for equity investments. 

   

(A) Need to capture the benefits on investing in Equity in accounting:    Since subscribers enter and 

exit from the scheme periodically, investments made at different points should capture the 

benefits of equity investments periodically. In other words, benefits are to be captured 

continuously to reward the subscribers.    

 

(B) Fairness in computing rewards:  Fairness has two components.  The first one is related to 

computing the returns, particularly the treatment of capital appreciation and depreciation. The 

second one is related to treatment of fresh inflow. The fairness is relevant even for fixed income 

investments1 but its impact is more in equity investments. 

 

 

4. Current Practice 

Under the Clause 51 of the Employees’ Provident Funds Scheme 1952, interest and other income 

received under the scheme are credited to Interest Suspense Account.  Clause 60 of the Scheme 

states that the interest amount credit to subscribers are to be debited to Interest Suspense account.  It 

further states under Clause 60 (4) that “in determining the rate of interest, the Central Government 

shall satisfy itself that there is no overdraw on the Interest Suspense Account as a result of the debit 

thereto of the interest credited to the accounts of members”.  In other words, only realized income is 

allowed to be recognized through Interest Suspense Account, which in turn is used for declaring 

interest.  There is no provision for recognizing unrealized gains. 

1 A and B invested Rs. 100 each in year 1. The fund manager invested Rs. 200 at 8% GOI bonds. The interest earned is Rs. 
16 and A and B gets Rs. 8 each.  In year 2, A, B and C invested Rs. 100 each and Rs. 300 + 16 is invested at 5% interest rate. 
Total interest income is Rs. 31.80 (Rs. 16 + Rs. 15.80) and total outstanding principal is Rs. 516.   C will now get Rs. 6.16 
(31.80/516 x 100) whereas he should get only Rs. 5. His gain of Rs. 1.16 is loss to other two investors.  The source of 
unfairness is on account of treating the second year contribution on par with first investment. 
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Since investments in equity is currently through ETFs, which is a passive investment strategy, the 

need for selling ETF arises only when there is a need for cash deficit (incremental cash inflow is 

lower than cash outflow).  EPFO is currently investing in NIFTY and Sensex oriented Exchange 

Traded Funds (ETF) and committed to invest 10% of the incremental funds in equity investments. 

Incremental fund includes fresh contribution, interest income, and redemption of bonds less 

withdrawals. Since the incremental subscription is two times of the cash outflow, the need for 

selling is not likely to arise for several years from now.  In that process, equity portfolio will not 

contribute any income to subscribers.  The subscriber gets benefit of income equity investment only 

when she/he happens to be a member of the fund at a time when incremental cash inflow is lower 

than cash outflow.   If we ignore recognizing income periodically, it not only violates the basic 

principles that we have set out earlier on accounting policy but also results in recognizing income in 

an ad-hoc manner.    

The accounting treatment is important and critical because it has a direct impact on the return 

available to subscribers.  Investors of mutual funds which also offer collective investment scheme 

buy and sell mutual funds units at NAV.  EPFO on the other hand declares interest at the end of 

every year and hence it is a commitment or financial obligation on EPFO irrespective of future 

market condition of the investment.  Therefore, it is important to set an accounting policy that is fair 

to subscribers and at the same time not resulting any additional financial obligation to EPFO or 

Government of India.  

EPFO needs to examine the accounting issue related to recognizing investment in equity and take a 

decision after consulting different stakeholders.   

 

5. Review of Accounting Regulations  
 

In the absence of any specific guidelines under the Act or Scheme, it is natural to examine whether 

the generally accepted accounting principles of the country provide any guidance to handle the 

accounting issue.   We first examine AS-13 which deals with accounting for investments.  Since AS-

13 is also likely to be replaced by Ind AS 109 eventually, we examined how investments are to be 

accounted under Ind AS 109.   

 

Accounting standards (AS 13): Accounting for Investments 

 

The Accounting Standard 13 (AS 13) deals with accounting and disclosures of investments. Para 2 

(c) states that the standard does not deal with investments of retirement benefit plans and life 

insurance enterprises.  In Para 2 (d), AS 13 excludes mutual funds and venture capital funds and/or 
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the related asset management companies, banks and public financial institutions formed under a 

Central or State Government Act or so declared under the Companies Act, 1956.   

 

Is EPFO covered under ‘investments of retirement benefit plan’? 

Though there is no explicit statement that the EPFO manages retirement benefit plan of the 

subscribers and the contributions to EPFO by the members or their employers are in the nature of 

retirement benefit plan, the general understanding of the investment by the subscribers is for 

retirement benefit.  However, in exceptional conditions, subscribers can withdraw the amount for 

specific needs like constructing or purchase of house.  In the normal circumstances, the investment 

in EPFO is withdrawn at the time of retirement.   

 

Is EPFO covered under ‘related asset management companies’? 

AS 13 under this clause articulates that it may not be possible for the AS 13 to list all collective fund 

management schemes under this exclusion clause.   Hence after naming mutual fund and venture 

capital fund, it consider all similar asset management companies which primarily collect money 

from investors, manage the investments and then return the same.  EFPO performs all three 

functions (collect subscription, manage the investments and finally return the amount to investors) 

and hence qualify under this broader category of asset management companies related to mutual 

funds and venture capital fund.  Here we don’t need to consider how EPFO is defined but we need 

to consider whether exclusion clause of AS 13 applies to EPFO.  Considering the primary function 

of EPFO, we are of the view that AS 13 excludes EPFO.   However, there is nothing that prevent 

EPFO to adopt AS 13 if the same is approved by the Government of India.   

 

The accounting standards AS 13 classifies investments into Current and Long Term (Non-Current) 

investments. The accounting for the same is elaborated below: 

 

Accounting for current investments:  The standard in Para 14 states that the carrying amount for 

current investments is the lower of cost and fair value. In respect of investments for which an active 

market exists, market value generally provides the best evidence of fair value. The difference is 

adjusted to the profit and loss statement. 

 

Long-term Investments:   Long-term investments are usually carried at cost. However, when there 

is a decline in the value of long term investment which is permanent in nature, then the carrying 

amount is reduced to recognise the decline.  

The accounting standards AS 13 is under transition and will be replaced by Ind AS 109  “Financial 

Instruments”   from the accounting year beginning from 1s April 2016.  
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Under Ind AS 109, all financial assets are classified among three principle categories a) those 

measured at amortised cost b) held for trading measured at fair value and accounted through 

statement of profit and loss and c) held as available for sale, measured at fair value and accounted 

through other comprehensive income statement.  Equity investments is not qualified under (a).  In 

effect equity instruments would be measured using fair value and the only issue is whether the 

unrealized profit or loss is to be routed through income statement or directly in balance sheet.  The 

equity investments by EPFO are not in the nature of ‘held for trading’ and hence by exclusion are in 

the nature of ‘held as available for sale’.  Equity investments are to be valued at fair value but 

accounted through other comprehensive income in Balance Sheet.  

While it is relevant to understand how EPFO accounts the unrealized gain and loss, it is important to 

discuss how such profit or loss is accounted in individual’s accounts. 

 

 

6. Options for accounting for investments 
 

We now discuss the various options for both accounting for investments as well as calculating the 

returns for the subscriber.  We then evaluate whether the option meets the basic guidelines that we 

set in Section 3 of this report. 

 

 

 6.1 Option 1:  EPFO adopts AS 13 for Accounting of Investments 
 

If the EPFO adopts AS 13 voluntarily, then the accounting treatment of investments depends on 

whether the investments is current or long-term in nature.  Since investments in equity is for long-

term, they are to be carried at cost. However, when there is a decline in the value of long term 

investment which is permanent in nature, then the carrying amount is reduced to recognise the 

decline.  

 

Implication of adopting AS 13 

 

The accounting standard follows a principle of conservatism where the current investments are taken 

at cost or market which ever lower. The long term investments are held for a longer period and 

hence held at cost irrespective of market appreciation or depreciation. The notional gains or losses 

derived from a market value is not considered as these are not meant for immediate sale.  While the 

above accounting helps in prudence, it violates both principles that we set in Section 3.  This option 

doesn’t allow the Fund to recognize the appreciation in the market value of the investments.  This 

method of accounting will be unfair to investors who leaves the scheme before the fund sells the 

equity investments.    Since AS-13 is being replaced by Ind AS-109 eventually, this method of 

accounting may not be relevant.   
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6.2 Option 2:  EPFO adopts Ind AS 109 for Accounting of Investments 
 

As per Ind AS 109, EPFO can classify the equity investments into two ways  

 

i) Equity Investments measured at fair value through Other Comprehensives income (OCI).  

ii) Equity investments measured through income statement 

 

In both the methods, Ind AS 109 requires such investments to be valued on fair value basis. This 

ensures investments are always reflected at current market value.  However the treatment of the 

gains and loss arising due to changes in fair value are treated differently under these two methods.  

Under method (i) investments are measured at mark to market and the difference is taken to the 

“Other Comprehensive Income (OCI)”.  The OCI is reported directly in the Balance Sheet. Under 

method (ii) difference in mark to market is taken to the income statement.  In our view, method (i) is 

applicable to EPFO. 

 

 

Implication of Ind AS 109 

 

Equity investments are generally subject to higher volatility. If EPFO follows Ind AS 109 for 

accounting for equity investments, it meets the first principle that we set in Section 3.  The gains or 

losses are reflected in the investments value appropriately.   Since the unrealized gains or loss is not 

reflected under Interest Suspense account, it will not reach subscribers periodically.  In the absence 

of NAV based computation for computing the settlement amount, subscribers who are leaving the 

scheme before EPFO actually selling any equity investments will not benefit from the increase in the 

value.  Therefore it suffers on second principle of fairness.   

 

If EPFO treats the investments in ETF as held for trading, the unrealized gain (or loss) is treated as 

income (or loss) through income statement (interest suspense account in the EPFO case).  Since it 

gets into the income statement, it is part of the distributable pool subscribers.  Thus the MTM 

gains/losses gets in the “pool” through which the EPFO declares the interest.  EPFO can declare two 

interest rates:  i) Fixed rate which is the current practice ii) Variable rate that will depend on the 

mark to market gains in the pool.  In that process, this method of accounting achieves both 

principles that we laid down earlier. This ensures fairness to the subscriber principle.  However a 

major drawback is the variable interest rate can be negative if the mark to market value is negative. 

This will create confusion among subscribers and hence not desirable.    
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6.3 Net Asset Value based Unit Method   

  

Employees’ Provident Fund Organisation (EPFO) collects contribution from employees and invest 

them in securities.  In terms of functions, EPFO is similar to pension funds, mutual funds, National 

Pension Scheme and to some extent insurance schemes where saving component is high.    All these 

organizations manage the funds of investors by investing in securities.  We can follow the 

accounting system that is adopted by these organizations.  We can consider few variations to suit 

EPFO needs.    

Under NAV based unit method, we don’t recognize the changes in the value of equity investments 

under the books of accounts in the normal course. However, we compute the NAV of the equity 

investments and use the same when a subscriber contributes to the scheme.  Since EPFO has 

already started investing in ETFs, we need to start the unit computation process from inception (i.e. 

August 2015).   

The steps to be followed are listed below for allocating units to the subscribers: 

1. We assume the NAV of the EPFO Equity Fund is equal to Re. 1 at the beginning of the scheme.  

Investors are allotted units after deducting the brokerage value.  Suppose Mr. A contributes 1000, 

this is divided into two parts – Fixed Income and Equity.  The equity component is 10% of his 

investments which is Rs. 100.  Assuming the brokerage and other costs is 0.5%, the net amount 

available for investments is 99.5000.  Mr. A gets Rs. 99.5000 units at the beginning.   

2. Next month if Mr. A contributes Rs. 1000 again, his equity contribution is Rs. 100.  The units to 

be allotted after deducting the brokerage is equal to 99.50/NAV of the EPFO Equity Fund.  The 

NAV of the EPFO Equity Fund is equal to market value of existing investments divided by total 

units allotted till that point of time by the EPFO to subscribers. 

3. The NAV of EFPO Equity is always equal to Market Value of all ETF holding divided by 

cumulative number of units that EPFO has allotted to subscribers on that date. The NAV 

computation is done on the last working day of the month.  

In the annual statement provided to the subscribers, EPFO provides the unit details and value of the 

units as per NAV prevailing on the statement date.   When the subscriber retires, she/he can encash 

the accumulated units at the prevailing NAV.    
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The advantage of this option is the methodology is simple and would not require any major change 

in the accounting system. Additional accounting entry is required only when the person leaves the 

scheme in order to reward the investors with equity return.  

The following example shows the operational part of this option.    

  Cash 
ETF 

Investments 
= 

Liabilities 

to 

Subscribers 

 Investment 

Reserve or 

OCI 

Collected Rs. 1000 and allotted 100 units 

at Par (initial entry) 
1000     1000   

Purchased 100 ETF at Rs. 10 -1000 1000       

Market value of ETF 12 No Accounting Entry 

Collected Rs. 2400 and allotted 200 units 

at Rs. 12 per unit  
2400     2400   

Purchased 190 ETF at Rs. 12 -2280 2280       

One subscriber carrying 10 units retires 

and 10 units are revalued to market value 
  20     20 

Paid 120 to the retiring subscriber -120     -100 -20 

            

Total 0 3300   3300 0 

Units available with EPFO is 290 units.  Cost value of ETF holding is Rs. 3300 and market value of 

ETF is Rs. 3480/-  (290 x 12 = 3480) 

 

The Investment Reserve or OCI is a temporary accounting entry which will close itself immediately.  

The effect of this accounting is entry is equal to selling the units outstanding against a subscriber 

who leaves the scheme at market value and immediately buying it back from the market to realize 

the gains.  

 

Implication of NAV based Unit Method of Accounting 

 

The method is fairly simple and is not affecting any of the existing method of accounting in a major 

way.  There is no need for marked-to-market accounting.  The accounting statement that subscribers 

receive is in the same previous format with additional details of Equity-oriented Investments Units 

outstanding and market value of the units on the date of statement. Though earnings are not 

regularly recognized through accounting system, its impact is regularly captured through accounting 

statement provided to investors.  It achieves the fairness in all its true sense2.  This method of 

accounting meets both principles we have laid down earlier in Section 3 of this report.  

2 While this method ensure fairness on equity investments, minor unfairness still exits on fixed income investments as 
described in Footnote 2.  We can eliminate unfairness in FI investments also if we adopt the same model for FI 
investments also.   
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6.4   Accounting Based on Mark to Market and Unit Based NAV  

In this method, the investments made are accounted initially at cost.  All investments are marked to 

market either using market price (if traded in stock exchanges) or fair value.  For the purpose of the 

financial statements, EPFO shall mark all investments to market and carry investments in the 

balance sheet at market value. This will be done on a monthly basis.   The unrealized gains 

(losses) may be set aside to an account that can be termed “Unrealised gains or losses due to MTM 

accounting” (UMTM) or simply “MTM Reserve”. 

When the subscriber retires, she/he can encash the accumulated units at the prevailing NAV. This 

amount is paid and the difference in the NAV and contribution of subscriber is adjusted in the 

UMTMA account which mimics the sale of the ETF’s thus in some sense it is realised gain/losses.3  

At any given point of time, we have two information related to each subscriber of the fund.  The first 

one is related to amount contributed and the second relates to the units outstanding in her/his name 

as on that date. In the annual statement provided to the subscribers, EPFO can provide the unit 

details and value of the units as per NAV prevailing on the statement date.  The illustration can be 

applied from August 2015 itself.   We illustrate the same through an example. 

 

Illustration using Mark to Market Accounting with Units 

 

  Subscribers Contribution 

Units 
allotted 

Cumulative 
Units 

Period 1 A 100 99.5000 99.5000 

 
B 80 79.6000 79.6000 

 

C 200 199.0000 199.0000 

 

D 500 497.5000 497.5000 

 
E 2000 1990.0000 1990.0000 

 
Total 2880.0000 2865.6000 2865.6000 

 

Amount Invested   in ETFs 
2865.6000 

  

 

NAV for Allotting units 
 
Re.1 
 

  

3 ETFs generally don’t declare dividend but reinvest the dividend received by them.  However, there is no restriction that 
ETF should not declare dividend. For example, Birla Sun Life NIFTY ETF has both growth and dividend options.   If ETF 
declares dividend, it is treated as income (like interest income).  EPFO may sell ETF when there is a need for fund or 
switching between Sensex and NIFTY ETFs.   Profit or loss on sale of ETF are recognized as income of the period.  
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 Subscribers Contribution 
Units 

allotted 
Cumulative 

Units 

Period 2 
 

 
 

 

 

A 100 97.5490 197.0490 

 
B 90 87.7941 167.3941 

 

C 210 204.8529 403.8529 

 

D 500 487.7451 985.2451 

 
E 2100 2048.5294 4038.5294 

 

Total 3000 2926.4706 5792.0706 

 
Amount Invested   in ETFs 2985 

  

 

NAV For allotting units  1.0200 
  Period 3 

 
   

 

A 100 100.5660 297.6150 

 
B 90 90.5094 257.9035 

 

C 210 211.1886 615.0415 

 
D 520 522.9432 1508.1883 

 

E 2100 2111.8860 6150.4154 

 

Total 3020 3037.0932 8829.1638 

 
Amount Invested   in ETFs 3004 

  

 

NAV For allotting units  0.9894 
  Period 4 

 
   

 

A 120 114.9403 412.5553 

 
B 95 90.9944 348.8979 

 

C 210 201.1456 816.1871 

 
D 520 498.0747 2006.2630 

 

E 2200 2107.2391 8257.6545 

 

Total 3145 3012.3941 11842 

 
Amount Invested   in ETFs 3129.275 

  

 

NAV For allotting units  1.0388 
  

     Period 5 A 120 112.6840 525.2394 

 
B 0 0.0000 348.8979 

 

C 210 197.1971 1013.3841 

 
D 550 516.4685 2522.7315 

 
E 2200 2065.8739 10323.5284 

 

Total 3080.0000 2892.2235 14733.7814 

 
Amount Invested   in ETFs 3064.6000 

  

 

NAV For allotting units  1.0596 
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Accounting: 

Since EPFO has already started investing in ETFs, we need to start the unit computation process 

from inception (i.e. Aug 2015).   

The steps to be followed are listed below for allocating units to the subscribers: 

1. We assume the NAV of the EPFO Equity Fund is equal to Re. 1  at the beginning of the scheme.  

Investors are allotted units after deducting the brokerage value.  Suppose Mr. A contributes 1000, 

this is divided into two parts – Fixed Income and Equity.  The equity component is 10% of his 

investments which is Rs. 100.  Assuming the brokerage and other costs is 0.5%, the net amount 

available for investments is 99.5000.  Mr. A gets Rs. 99.5000 units at the beginning.   

2. Next month if Mr. A contributes Rs. 1000 again, his equity contribution is Rs. 100.  The units to 

be allotted after deducting the brokerage is equal to 99.50/NAV of the EPFO Equity Fund.  The 

NAV of the EPFO Equity Fund is equal to market value of existing investments divided by total 

units allotted till that point of time by the EPFO to subscribers.  

In the above example  for period 2 we have assumed the Market value of existing investments at 

2922.9120 this will give a  NAV of  Re. 1.02  calculated as 2922.912/ 2865.6000.  

 

In Period 3  our assumption of the  market value is  5730.6746.   The NAV for the period will be 

5730.6746/ 5792.0706   and so on 

 

When B retires and withdraws/retires  from the fund, his cumulative units are paid off based on the 

NAV calculated at the end of the month, 

3. The NAV of EFPO Equity is always equal to Market Value of all ETF holding divided by 

cumulative number of units that EPFO has allotted to subscribers on that date. The NAV 

computation is done on the last working day of the month.  

4. The allotment of the units to subscribers is done on the last date of the month in which the 

subscription is received based on the NAV as calculated in 3 above. Similarly all pay out can 

happen on the last date of the month using the NAV above. 

Additional Inputs  

The following additional decisions/ steps  are to be taken while implementing the recommendation : 

i. EPFO need to decide how frequently the investments are to be revalued and NAV to be 

computed.  Mutual Funds compute the NAV on daily basis based on the market value of the 

stocks that they hold.  EPFO can do this on daily basis or weekly basis or monthly basis.  

This decision depends on how EPFO plans to allocate the units.   
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ii. The most important decision is when does EPFO wants to allot the units.  Subscribers 

contribute the fund along with salary and normally salary is paid on the last day of the 

month.  However, the firms which collect the subscription remit the amount to EPFO after 

few days.  EPFO in turn invests the money after few days.   To keep accounting process 

simple,  we can assume the EPFO receives the funds from subscribers at the end of month 

and units are allotted on that date based on the NAV of the funds on that date.  All 

remittances received during the month are kept in a separate pool account and transferred to 

Equity Investments on that date.  On the same date, NAV is computed and units are allotted. 

iii. In addition, subscribers account should have a UNIT and Cumulative Units field which 

tracks the units allotted to the subscribers.   The statement should also show the latest NAV 

and value of investments to subscribers. 

iv. Since we recommend that the units allotment takes place since inception of the scheme, the 

market value of ETFs has to be computed at the end of every month since August 2015 and 

NAV is computed based on the outstanding units.  For the first month, the default NAV 

value is Rupee 1  (or  Rs. 10 as may be decided) and hence the units issues equal to 

investment.  For subsequent months, the NAV is equal to market value of ETFs divided by 

outstanding units net of withdrawals.  If amount invested in ETF is less than amount 

collected under Equity account, the difference is treated as cash balance and added to the 

market value of the ETF.  

v. We have assumed certain  percentage as brokerage in the example. EPFO can decide the  

basis for recovering the amount of expenses including GST if any, from the subscriber by 

allotting lesser units. 

vi. EPFO should keep the month-wise purchase of ETFs, subscription received in each month 

for each subscribers under Equity component and withdrawal details.   

vii. The surplus/deficit in individual subscribers account who have closed the EPFO account is 

transferred to Temporary account.  This account is closed and transferred to Unrealized 

Profit and Loss Reserve Account. 

 

Implication of MTM & Unit based NAV 

This method has the advantage of taking the investment at the market value and fairness to the 

investor.  The unrealized gain is not distributed but accrued in the UMTMA or MTM Reserve 

Account.    In that process, this method of accounting achieves both principles that we laid down 

earlier.  That is, this method of accounting not only recognizes the gains or loss periodically but also 

is fair to the investors4 when they exit giving the benefit of equity investment.  The method requires 

calculating the units from the date on which the scheme was implemented ie from Aug 2015 for 

allotting to the subscribers as given in the illustration. 

 

4 There is still minor unfairness arising out of pooling subsequent subscriptions with existing subscriptions but this 
unfairness exists even on investments in fixed income securities as pointed out in Footnote 1. We can remove this 
unfairness only when EPFO completely changes its accounting system and adopts NAV based accounting.  
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 6.5 Accounting based on Sale of ETF’s to realize income  
  

For some regulatory reasons, if EPFO is required to follow an accounting method under which 

equity investments are valued at cost unless they are sold, it affects both principles that we laid 

down in Section 3 of this report.   Under this situation, we can achieve the principles only by selling 

equity investments periodically to reward investors who are leaving the scheme.  The challenge is 

how much to sell and when to sell.  It is easy to answer the second part if we know the value of how 

much to sell.  The selling can happen on monthly or quarterly basis to avoid any major selling effect 

in the market. We explain the model that derives how much to sell as follows.   

 

EPFO has to set two things to decide the percentage of ETF accrued profit that it would like to 

transfer to investors. They are:  

 

(a) Floor level of accrued profit.  For example, EPFO can decide that it will consider sale decision 

only when the profit accrued is above 8%.   

 

(b) If the profit accrued is above the floor level, the second decision is how much of the profit to be 

distributed.  Here, EPFO can decide that it will distribute all excess profit over and above 8% to 

investors in the year in which such profits are earned.  With these two conditions, we can derive the 

proportion of holding that should be sold by EPFO to realize the profit and include the same under 

distributable profit.  The proportion of holding that should be sold by the EFPO is as follows for the 

above situation: 

 

 
 

where  F% = Floor; in the above example, it is 8% 

               R% = The percentage of profit accrued during the year. 

          [(NAV as on 31st March/NAV as on 1st April) – 1]   

 

For example, if the ETF earned a return of 12% and it decides to distribute 4% of the profit, it 

should sell 33.33% of the existing ETF to realize the profit equal to 4% existing investments. The 

formula ensures that when the returns are small, only a small quantity is sold out and when the 

returns are large, a significant part of the ETF is sold and profits are booked.  It basically tracks the 

return and ensures that all excess profits are realized.  How frequently this formula has to be applied 

is the choice that EPFO Board has to take.  It can be done on monthly or quarterly or half-yearly or 

annually.  The F value in the above example is based on the annual resetting.  If it is for quarterly, 

then we should reduce the F% proportionately.  The following Table shows the proportion of ETF to 

be sold at different profit accrued level. 
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Profit Accrued 
(R%) 

Floor Return (F%) 
Excess Return over 

Floor (R% - F%) 
Percentage of ETF 

holding to be sold* 

9% 8% 1% 11.11% 

10% 8% 2% 20.00% 

11% 8% 3% 27.27% 

12% 8% 4% 33.33% 

13% 8% 5% 38.46% 

14% 8% 6% 42.86% 

15% 8% 7% 46.67% 

20% 8% 12% 60.00% 

25% 8% 17% 68.00% 

30% 8% 22% 73.33% 

35% 8% 27% 77.14% 

40% 8% 32% 80.00% 

45% 8% 37% 82.22% 

50% 8% 42% 84.00% 

60% 8% 52% 86.67% 

70% 8% 62% 88.57% 

80% 8% 72% 90.00% 

90% 8% 82% 91.11% 

100% 8% 92% 92.00% 

110% 8% 102% 92.73% 

120% 8% 112% 93.33% 

130% 8% 122% 93.85% 

140% 8% 132% 94.29% 

150% 8% 142% 94.67% 

200% 8% 192% 96.00% 
 

*  

 

Implication of Periodic Sale of ETF 

If there is a regulatory compulsion of accounting equity investments at cost basis unless the capital 

gain is realized, then the above model ensures both principles of accounting that we laid down in 

Section 3 of this report to an extent. There are several disadvantages.  The first one is avoidable 

transaction cost, which are ultimately borne by the investors.  If the market is up by 50%, we end up 

selling nearly 84% of ETF which might affect the market if the EPFO holding are sizable.   This is 

not a desirable solution but a regulatory compulsion to achieve fairness.   
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7. Summary and Conclusion 

The accounting treatment of equity and equity-oriented investments depends on the regulations that 

govern the EPFO and the objectives that EPFO would like to achieve through the accounting 

treatment.   

Since EPFO is established under an Act of Parliament (Employees’ Provident Funds & 

Miscellaneous Provisions Act, 1952), it is necessary to examine whether there is any regulation 

provided under the Act.   As per sub-section 5 of Section 5A of the Act, “the Central Board shall 

maintain proper accounts of its income and expenditure in such form and in such manner as the 

Central Government may, after consultation with the Comptroller and Auditor-General of India, 

specify in the Scheme”.  Therefore, the power to prescribe the method of accounting of equity and 

equity-oriented investments vests with the Central Government in consultation with CAG of India.   

While the regulations provided by the ICAI, SEBI and other regulating agencies can provide broad 

guidance, they are not binding on EPFO.  Since EPFO has started investing in equity and equity-

oriented investments recently, it is desirable that the Central Government prescribe the accounting 

treatment in consultation with the CAG of India.   

The remaining part of the note will be useful for the Central Government to prescribe the accounting 

regulation in consultation with the CAG of India.  We considered two principles in deciding 

accounting method.  They are: (a) Recognition of the income earned periodically in the accounts to 

reflect the correct investments as well the investor to benefit from equity investments and (b) 

Fairness to investors who contribute at different points of time.  

We considered five methods and evaluated each method on above two principles.  

 Method 1: Accounting as per AS-13 (Recognize income/loss only on realization) 

 Method 2: Accounting as per Ind AS-109 

 Method 3: NAV based Unit Method (No change in accounting) 

 Method 4: Accounting based on MTM and Unit Based NAV 

 Method 5: Accounting based on Sale of ETF to realize Income 

We summarise each Method below. 

Method 1-Accounting as per AS-13: Investments are accounted on cost basis and profit or loss are 

realized only on sale of investments. This method suffers on both principles of accounting of 

investments stated earlier (i.e. periodic recognition and fairness to investors).  EPFO has to sell 

investments to realise gains. 

Method 2-Accounting as per Ind AS 109:  Investments are valued on fair value by recognizing 

unrealized gains or losses.   We considered two options.  Under the first option, equity is valued at 

fair value but the gains (losses) are accounted to the other comprehensive income in the balance 
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sheet.  Though this option recognizes the gain or loss periodically, it fails to meet the requirement of 

fairness.  The second option is when equity is valued at fair value and the gains or losses is 

recognized through income statement. This option meets both periodical recognition of gains and 

lossess and also ensure fairness. However the gains and losses are not realised and hence might have 

regulatory objection.    

Method 3-NAV based Unit Method:  Under this method, we don’t propose any accounting entry 

in the normal course except when subscribers exits the scheme. However, investors are allotted units 

based on NAV and they redeem the units on the prevailing NAV when they leave the scheme.  This 

method meets the principles of fairness, the accounting of equity investments in the books is still at 

cost and realised only when the subscribers exit.   

Method 4-Accounting based on MTM and Unit Based NAV:  This method is similar to 

accounting system followed by collective fund management schemes for valuing investments. 

Equity investments are valued on MTM basis and gains or loss is recognized in “Unrealised gains or 

losses due to Marked to Market Accounting” or MTM reserve as it is not realized.  Units are allotted 

to investors based on NAV and this ensures fairness to investors who enter into the scheme at 

different points of time.  The units allotted subscribers are likely to be in fraction given the wide 

range of contribution per subscriber received we suggest the same to be rounded off to four digits 

(that is decimals after four are ignored).  

Method 5-Accounting based on Sale of ETF to realize Income:  Under this method, ETFs are 

sold periodically to realize profit to achieve periodic recognition and fairness.  There are several 

problems with this method and EPFO can consider this as last option if there is any regulatory 

constraint of following accounting methods suggested under AS-13 

In the next section we make our recommendation. 

Recommendation 

Our recommendations herewith are applicable only for Employees Provident Fund Schemes. 

I. Based on the evaluation of different methods of accounting on two principles (periodic 

recognition and fairness), we recommend Method 4 as our first option. Method 4 is a standard 

method followed by several collective fund management schemes. 

 

II. Employee Pension Scheme (EPS) and Employee Deposit Linked Insurance Schemes (EDLI) are 

pooled funds and the investment horizon of these schemes are long term in nature. It is therefore 

recommend that as and when the schemes requires funding by liquidating existing securities for 

settlement of dues, the investments in Equity (ETF) made may be sold periodically and funds 

realized 
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The implementation of this method would require the following considerations:  

i. Since EPFO is established under an Act of Parliament (Employees’ Provident Funds & 

Miscellaneous Provisions Act, 1952), necessary approvals need to be taken from the 

appropriate authority including the Central Government for changing the accounting method. 

i.e. This will involve regulatory changes. 

ii. Existing accounting software may have to undergo significant changes. Additionally, this 

may need a specialized software for maintaining individual units allotted, NAV, online 

access of account etc. The development of the software itself will have to be done carefully, 

taking into account the growth in the number of subscribers (volume) the frequency of the 

NAV calculation and the payouts.  

iii. Additional resources including manpower to implement the same would be required.  

iv. EPFO may also need to educate the subscriber on the new developments periodically. 

 

III. If there are regulatory or administrative constraints in adopting Method 4, we recommend 

Method 3.  Method 3 skips accounting issue to a great extent but brings out most of the 

desirable features of accounting principles.  This method calls for NAV computation, 

allotting Units based on NAV and redemption of Units based on NAV.  Accounting entry is 

restricted only for the redemption.   

This method would also require additional software and infrastructure to calculate the NAV 

and maintain individual unit records. 

 

The investment in ETF’s is a good move for the investor as they get higher benefits from investing 

in equity. Staying invested for a longer period also ensures higher returns.  The principle of fairness 

to the subscriber is not achieved if such gains are not distributed to them.  Any accounting challenge 

cannot be the reason for not giving a fair return to the investor. 
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Annexure 1:  Accounting Adopted by Collective Fund Managers 

 

I. Mutual Funds 

 

Mutual Funds are governed by Securities and Exchange Board of India (Mutual Funds) Regulations 

1996.  Clause 47 and Clause 50 of the Regulations related to Valuation of Investments states the 

following: 

Valuation of investments  

47. Every mutual fund shall ensure that the asset management company computes and 

carries out valuation of investments made by its scheme(s) in accordance with the 

investment valuation norms specified in Eighth Schedule, and publishes the same.  

The Eighth Schedule of the Regulation provides valuation guidelines related to traded securities as 

follows: 

 

1. Traded Securities:  

i. The securities shall be valued at the last quoted closing price on the stock exchange.  

ii. When the securities are traded on more than one recognised stock exchange, the securities 

shall be valued at the last quoted closing price on the stock exchange where the security is 

principally traded. It would be left to the asset management company to select the 

appropriate stock exchange, but the reasons for the selection should be recorded in writing. 

There should, however, be no objection for all scrips being valued at the prices quoted on 

the stock exchange where a majority in value of the investments are principally traded.  

iii. Once a stock exchange has been selected for valuation of a particular security, reasons for 

change of the exchange shall be recorded in writing by the asset management company.  

iv. When on a particular valuation day, a security has not been traded on the selected stock 

exchange, the value at which it is traded on another stock exchange may be used.  

v. When a security is not traded on any stock exchange on a particular valuation day, the value 

at which it was traded on the selected stock exchange or any other stock exchange, as the 

case may be, on the earliest previous day may be used provided such date is not more than 

[thirty] days prior to the valuation date. 

To maintain proper books of account and records, etc. 

50. (1) Every asset management company for each scheme shall keep and maintain proper books of 

account, records and documents, for each scheme so as to explain its transactions and to disclose at 

any point of time the financial position of each scheme and in particular give a true and fair view of 
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the state of affairs of the fund and intimate to the Board the place where such books of account, 

records and documents are maintained. 

(2) Every asset management company shall maintain and preserve for a period of [eight] years its 

books of account, records and documents. 

(3) The asset management company shall follow the accounting policies and standards as specified 

in Ninth Schedule so as to provide appropriate details of the scheme-wise disposition of the assets 

of the fund at the relevant accounting date and the performance during that period together with 

information regarding distribution or accumulation of income accruing to the unitholder in a fair and 

true manner. 

 

Clause 1 of Ninth Schedule 

For the purposes of the financial statements, mutual funds shall mark all investments to market 

and carry investments in the balance sheet at market value. However, since the unrealised gain 

arising out of appreciation on investments cannot be distributed, provision has to be made for 

exclusion of this item when arriving at distributable income.  

 

II. Portfolio Management Scheme 

 

SEBI regulations on Portfolio Managers (1993) has no specific guideline on accounting policies 

related to investments.  However, Clause 12 of the guideline states “Disclose the accounting policy 

followed by the portfolio manager while accounting for the portfolio investments of the clients”.  In 

the absence of specific guidelines on accounting of investments, PMS entities follow the guidelines 

provided under Mutual Fund Regulations. A few extracts from the PMS Service providers on 

accounting policy 

 

Sundaram Asset Management Company 

As SEBI (Portfolio Management) Regulations, 1993, do not explicitly lay down detailed 

accounting policies, such policies which are laid down under SEBI (Mutual Fund) 

Regulations would be followed, in so for as accounting and valuations for equities/equity 

related instruments, Fixed Income securities and other securities are concerned. 

HSBC Asset Management (India) Private Limited 

Accounting under the respective portfolios will be done in accordance with Generally 

Accepted Accounting Principles. As SEBI (Portfolio Management) Regulations, 1993, do 

not explicitly lay down detailed accounting policies, such policies which are laid down 
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under SEBI (Mutual Fund) Regulations would be followed, in so for as accounting and 

valuation for equities or equity related instruments are concerned.  

 

Canara Robeco Asset Management Company Ltd 

 

Investments in listed equity and debt instruments will be valued at the closing market prices 

on the National Stock Exchange (NSE)/Bombay Stock Exchange (BSE)- (Principal Stock 

Exchange). If the securities are not traded on the NSE/BSE on the valuation day, the 

closing price of the security on the Bombay Stock Exchange/NSE will be used for valuation 

of securities as the case may be. In case of the securities are not traded on the valuation 

date, the last available traded price shall be used for the valuation of securities. Investments 

in units of Mutual Funds shall be valued at the Net Asset Value of the previous day 

declared for the relevant Scheme on the date of the report. 

 

Open positions in derivative transactions, will be marked to market on the valuation day. 

 

Private equity/Pre-IPO placements will be valued at cost or at a last deal publicly available 

price at which company has placed shares to other investors till it is listed. 

 

III. Insurance Companies 

 

Insurance Regulatory and Development Authority (IRDA) which regulates Insurance Companies 

provided the accounting policy related to equity investments under Insurance Regulatory and 

Development Authority (Preparation of Financial Statements and Auditor’s Report of 

Insurance Companies) Regulations, 2000. Under this regulation, equity shares listed in Stock 

Exchanges are valued at the lowest of the last quoted closing price.  The extract from the regulation 

is provided below: 

Equity Securities and Derivative Instruments that are traded in active markets 

Listed equity securities and derivative instruments that are traded in active markets shall be 

measured at fair value on the balance sheet date.    For the purpose of calculation of fair value, the 

lowest of the last quoted closing price at the stock exchanges where the securities are listed shall be 

taken. 

                 

The insurer shall assess on each balance sheet date whether any impairment of listed equity 

security(ies)/derivative(s) instruments has occurred.  An active market shall mean a market, where 

the securities traded are homogenous, availability of willing buyers and willing sellers is normal and 

the prices are publicly available.  

  

Unrealised gains/ losses arising due to changes in the fair value of listed equity shares and derivative 

instruments shall be taken to equity under the head ‘Fair Value Change Account”. The ‘Profit on 
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sale of investments’ or ‘Loss on sale of investments’, as the case may be, shall include accumulated 

changes in the fair value previously recognised in equity under the heading ‘Fair Value Change 

Account’ in respect of a particular security and being recycled to the relevant Revenue Account or 

Profit and Loss Account on actual sale of that listed security. 

 

i. Accounting Policies related to Equity Investments by Life Insurance Corporation of India5 

Listed equity securities that are traded in active markets and listed securities classified as strategic 

investments are measured at fair value on the balance sheet date and the change in the carrying 

amount of equity securities is taken to Fair Value Change Account.  

ii. Accounting Policy of LIC Pension Funds Ltd, a Pension Fund Manager of National Pension 

System Trust  

Investment Valuation  

The below mentioned valuation of investment is carried out by Stock Holding Corporation of India, 

the Custodian of NPS Trust as per the tripartite agreement between NPS Trust, LIC Pension Fund 

Limited and Stock Holding Corporation of India Ltd.  

The following valuation norms are as prescribed by PFRDA (Preparation of Financial Statements 

and Auditor’s Report of schemes under National Pension System) Guidelines 2012.  

Securities traded at a stock exchange:  

i. The securities shall be valued at the daily close price on the stock exchange.  

ii. Debt securities (other than government securities) are valued at the last quoted closing price 

on the principal exchange on which the security is traded.  

iii. Money market instruments like treasury bills, commercial paper and certificate of deposit are 

valued at amortised cost.  

iv. Government securities and unlisted debt securities are valued at yield to maturity based on 

the methodology provided by CRISIL/ICRA.  

v. Investments in mutual fund schemes are valued based on the latest available net asset value 

of the respective schemes.  

 

 

5 Annual Report of LIC of India, 2014-15 page 165 
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Background 

The Employees’ Provident Fund Organisation (EPFO) used to invest only in interest-bearing fixed-income 

instruments until 2014-15. It started investing in equity exchange-traded funds (ETFs) in August 2015, as per the 

new pattern of investment notified by the government for the EPFO. 

The annual interest credited to the employees’ provident fund (EPF) accounts of members is decided by the central 

government every year on the basis of estimated earnings from the fixed income instruments held by the fund. Capital 

appreciation/depreciation of these interest bearing instruments is not considered, since these are held to maturity.  

However, with the EPFO mandated to invest in equity ETFs, the question of treatment of capital 

appreciation/depreciation assumed importance, as returns from equity investments can be generated mainly through 

capital appreciation/depreciation, though there may be some cash inflow from dividends. 

To suggest possible measures/methodology for accounting earnings from equity ETF investments by the EPFO, a 

study was conducted by a team of professors from IIM Bangalore. In its report, the team suggested the EPFO adopt 

‘accounting based on mark-to-market and unit-based net asset values (NAVs)’, or unitisation methodology, for equity 

ETF investments. 

Thereafter, this committee was constituted with a view to prepare the detailed operational guidelines for the 

methodology suggested by IIM Bangalore, vide Office Order HO/IMC/198/APF/2015/dated July 6, 2017.  

The committee comprised representatives from: 

1. SBI Funds Management Private Limited 

2. UTI Asset Management Company Limited 

3. CRISIL Limited 

4. Employees’ Provident Fund Organisation 
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Discussion  

The committee met thrice – on July 18, 2017 (New Delhi), August 3, 2017 (Mumbai) and August 14, 2017 (Mumbai) 

– for discussions and deliberations on the subject. It concluded with consensus on the detailed operational guidelines 

appropriate for the EPFO. Its report is as tabled below. 
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Excerpts of the unitisation methodology suggested by IIM 
Bangalore 

The highlights of the accounting policy, based on mark-to-market and unit-based NAVs, suggested by IIM Bangalore 

are: 

NAV computation 

● The ETF investments made are accounted initially at cost. 

● The ETF investments are marked to market either using market price (if traded in stock exchanges) or fair value 

for the purpose of NAV computation as well as for Balance Sheet disclosure. 

● EPFO need to decide how frequently the investments are to be revalued and NAV to be computed. EPFO can 

do this on daily basis or weekly basis or monthly basis. This decision depends on how EPFO plans to allocate 

the units. 

● Subscribers contribute the fund along with salary and normally salary is paid on the last day of the month. 

However, the firms which collect the subscription remit the amount to EPFO after few days. EPFO in turn invests 

the money after few days. To keep accounting process simple, we can assume the EPFO receives the funds 

from subscribers at the end of month and units are allotted on that date based on the NAV of the funds on that 

date.  

● Thus the NAV of the EPFO equity may be computed on the last day of the month 

● The unrealised gains (losses) may be set aside to an account that can be termed “unrealised gains or losses 

due to MTM accounting” (UMTM) or simply “MTM Reserve”. 

● The NAV of EFPO Equity would always be equal to Market Value of all ETF holding divided by cumulative number 

of units that EPFO has allotted to subscribers on that date. 

EPFO Equity unit allotment 

● The member’s contribution is divided into two parts viz., debt and equity 

● All remittances received during the month are kept in a separate pool account and transferred to Equity 

Investments on that date.  

● For  the equity component the members will be allotted units at the applicable NAV 

● The NAV computation is done on the last working day of the month.  

● The allotment of the units to subscribers is done on the last date of the month in which the subscription is 

received.  

 

EPFO Equity withdrawal 

● Pay out to retiring/outgoing subscribers can happen on the last date of the month using the NAV. 

● This amount is paid and the difference in the NAV and contribution of subscriber is adjusted in the UMTM account 

which mimics the sale of the ETF’s thus in some sense it is realised gain/losses.  
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Operational guidelines for implementing the unitisation 
methodology 

Unit-allotment parameters 

● The face value of units should be considered at Re 1 per unit 

● The NAV should be computed up to four decimals 

● Members should be allotted units up to four decimals 

Unit allotment from August 2015 until the actual implementation date of the 
unitisation methodology 

The EPFO started investing in equity ETFs since August 2015. Thereafter, the interest for 2015-16 and 2016-17 has 

been credited to the members’ accounts. The ETF investment is yet not reflected in the individual members’ account. 

Further, in the interim, there have also been withdrawals from retiring/exiting members’ accounts, who have been 

paid interest for the contributions until the exit date. 

Therefore, to implement the suggestions made by IIM Bangalore to allot the initial (one-time) units for the 

retrospective period, the EPFO can adopt the following method: 

● For the purpose of initial allotment of units on a retrospective basis, face value of Re 1 should be considered to 

factor in the small contribution by subscribers. 

● The market value of ETF investments as on the cutoff date for the actual implementation of the unitisation method 

(i.e., the go-live date) should be considered for this purpose. 

● The units should only be allotted to the members having balances in their EPFO accounts as on the go-live date 

(members with balances in their EPFO accounts as on the cut-off date are hereinafter referred as ‘active 

members’). 

● The units will be allotted to the identified active members in the proportion of their yearly contributions during the 

respective periods.   

Example: The formula for calculating the unit allotment to a member (say, A) for 2015-16: 

=
{

𝑀𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝐸𝑇𝐹𝑠 𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑑 𝑖𝑛 2015−16 𝑎𝑠 𝑜𝑛 𝑡ℎ𝑒 𝑔𝑜−𝑙𝑖𝑣𝑒 𝑑𝑎𝑡𝑒   ×   𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛 𝑜𝑓 𝐴 𝑓𝑜𝑟 2015−16

𝐴𝑙𝑙 𝑎𝑐𝑡𝑖𝑣𝑒 𝑚𝑒𝑚𝑏𝑒𝑟𝑠′ 𝑐𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛 𝑓𝑜𝑟 2015−16 
}

𝑁𝐴𝑉 𝑝𝑒𝑟 𝑢𝑛𝑖𝑡
 

Refer Annexure 1 for the input data used for illustrating the proposed unitisation methodology and Annexure 2 for 

the calculation of unitisation for both the initial and ongoing allotments. 

For illustration, seven members are considered and the cut-off date (or the go-live date) is assumed to be March 31, 

2017. In Annexure 1, the 16th and 17th rows highlight the active members eligible for the initial allotment. It can be 

noted that, of the seven members, member A is eligible for the allotment of units only for 2016-17, as there were no 

monthly contributions during 2015-16. Similarly, member B is eligible only for 2015-16. It may be noted that although 

member C had made contributions during 2015-16 and 2016-17, he/she is not eligible for the initial allotment of units 

since he/she exited before 2016-17, thereby not being an active member as on the cut-off date (go-live date). 
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Accordingly, member B’s unit allotment for the initial period is: 

=
{

9450  ×   800

30800 
}

1
= 245.4546 𝑢𝑛𝑖𝑡𝑠 

Similarly, units will be allotted for ETF investments in 2016-17, and for the period up to the go-live date, in the ratio 

of the respective member contributions until the go-live date. 

Refer rows 18 to 22 in Annexure 2 for the initial unit-allotment process.  

● The EPFO shall have to change the way the member accounts are maintained. Currently, members’ contributions 

are maintained in cash terms and not in investment terms. After unitisation, the members’ balances would need 

to be divided into two sections – debt (fixed-income investments) and units from equity ETFs. 

● During the initial unitisation exercise, an equivalent amount to the extent of members’ ETF investments would 

need to be reduced from the contribution corpus and equity ETF units shall be separately disclosed in the 

statement of accounts.  

● A communication to this effect may be considered for sending to each subscriber, giving the basis of adjustment, 

NAV and calculation. 

● Refer rows 8 to 10 in Annexure 3 for a sample member (say, B) account, reflecting the disclosure towards the 

adjustment of initial ETF unit allotment. 

● In a likely situation where a member’s EPF balance cannot be reduced to the credit-equivalent value of ETF units 

for the past-period contribution because of the restrictions of the EPF scheme, the sum of all units of all active 

members can be earmarked as the reserve fund. A separate policy can be framed for utilisation of this reserve 

fund. 

Ongoing allotment of EPFO equity units 

● On an ongoing basis, the NAV of the units created by the EPFO for its members’ equity portion is proposed to 

be computed at the end of every month.  

● The amount invested in equity ETFs during the month should be allocated to the individual member accounts in 

the ratio of their individual contributions for that month. The net amount after adjustment of a member’s share of 

ETF units shall be reflected in the debt contribution (i.e., Monthly contribution – ETF contribution = debt 

(contribution)) 

● Therefore, the proportionate share of the equity ETF component of a member’s monthly contribution for the 

month is computed as under: 

=
Amount invested by the EPFO in ETFs during the month × Individual members' contribution for the month

Total active members' contribution for the month
  

 
In the illustration in Annexure 2, the ongoing unit allotment for member B for May 2017 would be computed as under.  

=
1,360 × 125

3,175
 = Rs 53.54, equivalent of the monthly ETF investment 

● EPFO’s debt component of a member’s monthly contribution 

 = Member’s monthly contribution − Member’s equity contribution computed above  
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Example: Member B’s debt component for May 2017 would be:  

=  125 − 53.54 = Rs  71.46 

● EPFO’s equity units allotted to the individual members based on month-end NAV 

=
EPFO equity component of a member′s monthly contribution (computed above) 

NAV per unit at the month − end
 

Example: Number of units allocated to member B for May 2017 would be  

=  
53.54  

0.9894
= 54.1169 𝑢𝑛𝑖𝑡𝑠 

Refer rows 23 to 52 in Annexure 2 for the illustration of the monthly allotment process of equity units on an ongoing 

basis. 

Withdrawal of a member’s balance 

● For members who withdraw their balances due to exit/retirement/advance, the equity units to that extent should 

be redeemed. 

● The NAV of the previous month will be applied for such redemptions, in case the settlement of funds to a member 

has to be done immediately without having to wait for the computation of the NAV in the month in which the 

member exited/retired. 

● Refer the 14th row in Annexure 3 for the treatment of redemption of EPFO equity units in the member’s account 

statement. 

● It may be pertinent to note that since the EPFO currently has more contributions than withdrawals, it may not 

lead to a situation where the organisation would have to liquidate its equity ETF investments to make good the 

exiting member(s) funding. Accordingly, the share of ETF units of the exiting members will be redistributed to the 

existing members in the same proportions, as that is considered for monthly allotment of ETF units. Refer rows.44 

and 45 in Annexure 2 for an illustration. 

● However, in the event where the EPFO has more withdrawals than contributions, it may require the organisation 

to liquidate its equity ETF investments to make good the funding for exiting member(s). Refer rows 48 to 51 in 

Annexure 2 for an illustration. 

Disclosure in the members’ EPFO statements 

● A member’s EPFO statement will have two sections – fixed-income investments  and units from equity ETFs)  

● The fixed-income investment portion should continue to be disclosed as it is done currently.  

● The equity investment part will be shown separately in a member’s account, as illustrated in Annexure 3.  

● As mentioned earlier, a one-time adjustment in the member’s account statement may have to be disclosed 

towards the initial units allotted retrospectively (If the regulation permits or else an equivalent number of units 

can be kept as a reserve fund). 
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NAV Computation Process 

● In order to follow unitization process, NAV for the portfolio will need to be calculated at intervals which would be 

applied to allot and redeem units to its unit holders.  

● The key components of NAV are: 

− Face Value (FV): is the nominal value of a security stated by the issuer. 

− Unit Premium Reserve (UPR): in simple terms is the difference between the current NAV less the face value. 

UPR is created on account of subscription (or redemption) of units to new / existing unit holders.  

− Un-realised Gains / Loss (UR/UL): refer to profits or losses that have occurred on paper (i.e. book profit/loss) 

on account of mark to market of the portfolio. These are generated through an accounting entry rather than 

the actual sale of a security. 

− Income Equalisation reserve (IER): is created by crediting (debiting) the equalization account in respect of 

the subscription (or redemption) of units by an appropriate amount which represents the distributable income 

at the time of subscription (or redemption). 

− Profit and Loss on Sale of Investment (PL): refers to the profit (or loss) derived on sale of investments. It is 

recognized by reducing from the sale proceeds the cost of investments so sold. Where the cost of 

investments is determined on weighted average cost basis. 

− Realised Gains / Loss (R = IER + PL):  Gains or losses are said to be "realized" when an investment is sold.  

The sum total of the below components represents NAV. 

𝑁𝐴𝑉 = 𝐹𝑉 + 𝑈𝑃𝑅 + 𝑈𝑅 𝑜𝑟(𝑈𝐿) + 𝑅  

● Refer Annexure 4 - Illustrative NAV Computation Sheet and Ledger Position for computation of NAV and 

corresponding ledger position for the illustrative unitization process depicted in Annexure 2 above. 

● For example, the NAV for the period including its component for the period 30 April 2017 is computed as under: 

NAV per unit for EPFO members as at 30 April 2017 is Rs 1.02. The same is computed as under: 

NAV per unit as at end of 30 April 2017 for EPFO’s investment is assumed to be at Rs16.0650 as depicted in 

Annexure 5 EPFO’s investment in ETF at cost and market value giving corresponding NAV row no. 6.   

EPFO’s investment in ETF units as at 1 April 2017 is 1524.4444 units as depicted on row no. 3 in Annexure 5. 

NAV per unit for EPFO’s members is computed as under:  

=
(𝑂𝑝𝑒𝑛𝑖𝑛𝑔 𝐸𝑃𝐹𝑂′𝑠 𝑖𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡 𝑖𝑛 𝐸𝑇𝐹 𝑢𝑛𝑖𝑡𝑠 ×  NAV per unit of EPFO′s investment as at end of  month)

𝑂𝑝𝑒𝑛𝑖𝑛𝑔 𝑏𝑎𝑙𝑎𝑛𝑐𝑒 𝑜𝑓 𝑢𝑛𝑖𝑡𝑠 𝑜𝑓 𝐸𝑃𝐹𝑂′𝑠 𝑚𝑒𝑚𝑏𝑒𝑟𝑠  
 

=  
1524.4444 x 16.0650

24010.0005
= 𝑅𝑠 1.0200 𝑝𝑒𝑟 𝑢𝑛𝑖𝑡  

The UPR would be computed as below  

= (NAV per unit for EPFO’s members − FV) × No. of units subscribed (or redeemed)  
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= (1.02 − 1) × 1098.0392 = (0.02 × 1098.0932) = 𝑅𝑠. 21.9608 

The UR/UL is computed as under 

=𝑂𝑝𝑒𝑛𝑖𝑛𝑔 𝑈𝑅 (𝑜𝑟 𝑈𝐿) + 𝐶𝑙𝑜𝑠𝑖𝑛𝑔𝐴𝑝𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 (𝑜𝑟 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛) − 𝑂𝑝𝑒𝑛𝑖𝑛𝑔  𝐴𝑝𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 (𝑜𝑟 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛) 

= 0 + 4489.2936 − 4010.0000 = 𝑅𝑠. 479.2936 

Accordingly, Net Asset Value in amount terms for 25,108.0397 units is =  

= 𝐹𝑉 + 𝑈𝑃𝑅 + 𝑈𝑅 𝑜𝑟(𝑈𝐿) + 𝑅 

= 25,108.0397 + 21.9608 + 479.2936 + 0 = 25,609.2941 

NAV per unit is = 
𝑁𝑒𝑡 𝐴𝑠𝑠𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑖𝑛 𝑎𝑚𝑜𝑢𝑛𝑡 𝑡𝑒𝑟𝑚𝑠

𝑁𝑜.𝑜𝑓 𝑢𝑛𝑖𝑡 ℎ𝑜𝑙𝑑𝑒𝑟𝑠 𝑎𝑡 𝑡ℎ𝑒 𝑒𝑛𝑑 𝑜𝑓 𝑡ℎ𝑒 𝑚𝑜𝑛𝑡ℎ
=

25609.2941

25108.0397
= 𝑅𝑠. 1.02  

Refer row no. 8 in Annexure 4 for the values computed as above. 
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Other considerations 

This method is similar to the accounting system followed by collective fund management schemes for valuing 

investments. Equity investments are valued on an MTM basis; a gain or loss is recognised in ‘unrealised gains or 

losses due to MTM accounting’ or ‘MTM reserve’, as it is not realised. Units are allotted to investors based on the 

NAV, thus ensuring fairness to investors who enter the scheme at different points of time. 

The units allotted to subscribers are likely to be in a fraction, given the wide range of contribution per subscriber 

received. We suggest this to be rounded off to four decimals. 

The implementation of this method would require the following considerations:  

 

1. Since the EPFO is established under an Act of Parliament (Employees’ Provident Funds & Miscellaneous 

Provisions Act, 1952), necessary approvals need to be taken from the appropriate authority, including the Central 

government, for changing the accounting method – i.e., this will involve regulatory changes.  

2. The existing accounting software may have to undergo significant changes. Additionally, this may need a 

specialised software for maintaining individual units allotted, NAV, and online access of accounts. The 

development of the software should be done carefully, taking into account the growth in the number of 

subscribers (volume), the frequency of NAV calculation, and the payouts. 

3. Additional resources, including manpower to implement these, would be required. 

4. The EPFO may need to educate the subscribers on the new developments periodically. 

5. Alternatively, the unit-level accounting of members can be outsourced to specialised agencies, such as fund 

administrators and registrar-and-transfer agents. This is a practice followed widely by collective fund 

management schemes. 
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Annexure 1 – Illustrative information of members and ETF investments used for unitisation 

Description A B C D E F G

Total 

Contribution

ETF 

Investment 

(Amount)

1 Op. Bal April 15 268,400 5,000       249,000  75,000   865,000     1,462,400   

2

Corpus Contributions for 

the year ended 16 800          2,000      5,000     20,000       5,000   32,800        9,450           

3 Interest Credit (8.75%) 23,485   508          21,963    7,000     77,438       438      -     130,830      

4 Op. Bal April 16 291,885 6,308       272,963  87,000   962,438     5,438   1,626,030   

5

Corpus Contributions for 

the year ended 17 1,000     2,100      5,200     21,000       5,000   34,300        14,560         

6 Interest Credit (8.80%) 25,774   555          24,206    8,114     86,543       919      146,109      

7 Withdrawals during 16-17 (299,268) (299,268)    

8 Op. Bal April 17 318,659 6,863       -          100,314 1,069,980  11,356 -     1,507,171   

9 30-Apr-2017- Contributions 100        125          -          500        2,000         450      3,175          1,120           

10 31-May-2017- Contributions 100        125          -          500        2,000         450      3,175          1,360           

11 30-Jun-2017- Contributions -         125          -          500        2,000         450      600    3,675          1,490           

12 June 17 - Withdrawals (7,250.57) -          (7,251)        

13 31-Jul-2017- Contributions -         500        2,000         450      600    3,550          1,540           

14 July 17 - Withdrawals (1,079,275) 

15 31-Aug-17 -         -           -          500        450      600    1,550          650              

16 Eligible members - Mar 16 -         800          -          5,000     20,000       5,000   -     30,800        

17 Eligible members - Mar 17 1,000     -           -          5,200     21,000       5,000   -     32,200        

Members Account

Row 

No.

Members Cash flow position
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Annexure 2 – The unitisation process (1/2) 

 
 

A B C D E F G

18

Proportionate Distribution of ETF invesments 

to members for Y.E. March 16 9,450.00      -             245.45        -      1,534.09       6,136.36          1,534.09       -             

19

Proportionate Distribution of ETF invesments 

to members for Y.E. March 17 14,560.00    452.17       -              -      2,351.30       9,495.65          2,260.87       -             

20

 Total ETF Contribution in Amount terms  

as at 1 April 2017 24,010.00    452.17       245.45        -      3,885.40       15,632.02        3,794.96       -             

21 NAV for alloting units as at 1 April 2017 1

22

Proportionate units allotted per members 

contribution as computed above *** 452.174 245.4546 0 3885.3954 15632.0159 3794.9606 0 24010.0005
23 Balance as at 1 April 2017 452.174 245.4546 0 3885.3954 15632.0159 3794.9606 0 24010.0005

24

Proportionate member wise ETF Contribution 

in Amount for April 2017 1,120.00      35.28         44.09          -      176.38          705.51             158.74          -             

25 NAV for alloting units in April 2017 1.02

26

Redemption of ETF Contribution in Amount 

terms  for Outgoing Member 1.00     

27

Redemption units of outgoing member re-

alloted to new members proportionately 0 0 0 0 0 0 0 0

28 Units subscribed / allotted April 2017*** 34.5839 43.2299 0.0000 172.9196 691.6782 155.6276 0.0000 1098.0392

29 Balance as at 30 April 2017 in units 25,130.00    486.7579   288.6845    -      4,058.3150   16,323.6941    3,950.5882   -             25,108.0397    

30

Proportionate member wise ETF Contribution 

in Amount for May 2017 1,360.00      42.83         53.54          -      214.17          856.69             192.76          -             

31 NAV for alloting units in May 2017 0.9894

32

Redemption of ETF Contribution in Amount 

terms  for Outgoing Member 1.02     

33

Redemption units of outgoing member re-

alloted to new members proportionately 0 0 0 0 0 0 0 0
34 Units subscribed / allotted May 2017*** 43.2935 54.1169 0.0000 216.4678 865.8711 194.8210 0.0000 1374.5703

35 Balance as at 30 May 2017 in units 530.0514   342.8014    -      4,274.7828   17,189.5652    4,145.4092   -             26,482.6100    

36

Proportionate member wise ETF Contribution 

in Amount for June 2017 1,490.00      -             50.68          -      202.72          810.88             182.45          243.27       

37 NAV for alloting units in June 2017 1.0388

38

Redemption of ETF Contribution in Amount 

terms  for Outgoing Member 0.99     

39

Redemption units of outgoing member re-

alloted to new members proportionately 0 0 0 0 0 0 0 0
40 Units subscribed / allotted June 2017*** 0.0000 48.7874 0.0000 195.1493 780.5972 175.6344 234.1791 1434.3474

41 Balance as at 30 June 2017 in units 530.0514   391.5888    -      4,469.9321   17,970.1624    4,321.0436   234.1791   27,916.9574    

Description

Row 

No.

Total units 

allotted

Cash Flow of members ETF Invt 

/Outflow NAV
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Annexure 2 – The unitization process (2/2) 

A B C D E F G

41 Balance as at 30 June 2017 in units 530.0514   391.5888    -      4,469.9321   17,970.1624    4,321.0436   234.1791   27,916.9574    

42

Proportionate member wise ETF Contribution 

in Amount for July 2017 1,540.00      -             -              -      216.90          867.61             195.21          260.28       

43 NAV for alloting units in July 2017 1.0596

44

Redemption of ETF Contribution in Amount 

terms  for Outgoing Member (406.78)        1.04     

45

Redemption units of outgoing member re-

alloted to new members proportionately 0 (391.5888)   0 55.1533 220.6134 49.6380 66.1840 0
46 Units subscribed / allotted July 2017*** 0.0000 0.0000 0.0000 204.7012 818.8048 184.2311 245.6415 1453.3786

47 Balance as at 31 July 2017 in units 530.0514   0.0000        -      4,729.7866   19,009.5806    4,554.9127   546.0046   29,370.3360    

48

Proportionate member wise ETF Contribution 

in Amount for August 2017 650.00         -             -              -      209.68          -                   188.71          251.61       

49 NAV for alloting units in August 2017 1.0304

50

Redemption of ETF Contribution in Amount 

terms  for Outgoing Member (20,142.55)   1.06     

51

Redemption units of outgoing member re-

alloted to new members proportionately 0 0 0 0 (19,009.5806)   0 0 (19,009.5806)   
52 Units subscribed / allotted August 2017*** 0.0000 0.0000 0.0000 203.4913 0.0000 183.1422 244.1895 630.8230

53 Balance as at 31 August 2017 in units 530.0514   0.00004      -      4,933.2779   (0.0000)            4,738.0549   790.1941   10,991.5784    

*** Units would be allotted towards ETF only to the members who are live as on the closing of the month or year and active as on date of unititsation

Row 

No. Description

ETF Invt 

/Outflow NAV

Cash Flow of members Total units 

allotted
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Annexure 3 – A sample of a member’s account 

Row No. Cash Interest ETF Units 

 NAV 

applicable ETF Value Total

1 Op. Bal April 15 5,000.00  5,000.00  

2 Corpus Contributions for the year ended 16 800.00     800.00     

3 Interest Credit (8.75%) 507.50    -            -          507.50     

4 Op. Bal April 16 6,307.50  -            -          6,307.50  

5 Corpus Contributions for the year ended 17 -           -          -           

6 Interest Credit (8.80%) 555.06    -            -          555.06     

7 Withdrawals during the year 

8 Op. Bal April 17 6,862.56  -            -          6,862.56  

9 Adjustment for ETF - units (245.45)    245.4546  1.0000    245.45    

10 Revised Opening Balance  april 17 6,617.11  245.45    6,862.56  

11 30/Apr/17 80.91       43.2299    1.0200    44.09      125.00     

12 31/May/17 71.46       54.1169    0.9894    53.54      125.00     

13 30/Jun/17 74.32       48.7874    1.0388    50.68      125.00     

14

Withdrawals during the month - Cash & 

equivalent ETF amount (6,843.79) (391.5888) 1.0388    (406.78)   (7,250.57) 

15 Closing Balance -           -          -            

16 Income on ETF Portfolio to the member (13.01)     (13.01)      

Proforma for Member B' account position
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Annexure 4 – Illustrative NAV Computation Sheet and Ledger Position (1/2) 

No. of Units 

(U)

Face Value 

(FV)

Unit 

Premium 

Reserve 

(UPR)

Unrealised 

Gains / Loss 

(UR /(UL))

Realised 

Gains (R) 

(R=IER + 

PL)

Net Asset 

Value (NAV) 

= FV + 

UPR+UR / 

(UL) + R                 

UPR Ledger 

Balance 

(LUPR) 

Face Value 

(FV)

Income 

Equalisati

on 

Reserve 

(IER)

Profit and 

Loss on Sale 

of 

Investment 

(PL)

Appreciation 

/ 

Depreciation 

Books Investment 

Cash 

Balance 

positive / 

negative

1 NAV Per unit 1 0 0 0 1 0 0 0 0

2 For 24010.0005 units in Amount (Rs.) 24010.0005 24010.0005 0 0 0 24010.0005 0 24010.0005 0 0 4010 20000

3

For closing balance 24010.0005 units in 

Amount (Rs.) as at 1 April 2017 24010.0005 24010.0005 0.0000 0.0000 0.0000 24010.0005 24010.0005 4010.0000 20000.0000

4 NAV Per unit 1 1 0 0.02 0 1.02

5 NAV Per unit post redemption 1 1 0.02 0 1.02

6

For  redemption of .0000 units in Amount 

(Rs.) 0 0 0 0 0 0 0 0 0 0 0 0 0

7

For  subscription of 1098.0392 units in 

Amount (Rs.) 1098.0392 1098.0392 21.9608 0 0 1120 21.9608 1098.0392 0 1120

8

For closing balance 25108.0397 units in 

Amount (Rs.) as at 30 April 2017 25108.0397 25108.0397 21.9608 479.2936 0.0000 25609.2941 21.9608 25108.0397 0.0000 0.0000 4489.2936 21120.0000 0.0000

9 NAV Per unit as at 1 May 2017 1 1 0 -0.0106 0 0.9894

10 NAV Per unit post redemption 1 1 -0.0106 0 0.9894

11

For  redemption of .0000 units in Amount 

(Rs.) 0 0 0 0 0 0 0 0 0 0 0 0 0

12

For  subscription of 1374.5703 units in 

Amount (Rs.) as at 31 May 2017 1374.5703 1374.5703 -14.5704 0 0 1359.9999 -14.5704 1374.5703 0 1360

13

For closing balance .0000 units in 

Amount (Rs.) as at 31 May 2017 26482.6100 26482.6100 7.3904 -288.9060 0.0000 26201.0944 7.3904 26482.6100 0.0000 0.0000 3721.0940 22480.0000 0.0000

14

NAV Per unit NAV Per unit as at 1 June 

2017 1 1 0 0.0388 0 1.0388

15 NAV Per unit post redemption 1 1 0.0388 0 1.0388

16

For  redemption of .0000 units in Amount 

(Rs.) 0 0 0 0 0 0 0 0 0 0 0 0 0

17

For  subscription of 1434.3474 units in 

Amount (Rs.) as at 30 June 2017 1434.3474 1434.3474 55.6527 0 0 1490.0001 55.6527 1434.3474 0 1490

18

For closing balance 1434.3474 units in 

Amount (Rs.) as at 30 June 2017 27916.9574 27916.9574 63.0431 1019.3746 0.0000 28999.3751 63.0431 27916.9574 0.0000 0.0000 5029.3746 23970.0000 0.0000

Ledger PositionNAV Cost Sheet

Row 

No. Basis
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Annexure 4 – Illustrative NAV Computation Sheet and Ledger Position (2/2) 

Basis

No. of Units 

(U)

Face Value 

(FV)

Unit 

Premium 

Reserve 

(UPR)

Unrealised 

Gains / Loss 

(UR /(UL))

Realised 

Gains (R) 

(R=IER + 

PL)

Net Asset 

Value (NAV) 

= FV + 

UPR+UR / 

(UL) + R                 

UPR Ledger 

Balance (LUPR) 

Face Value 

(FV)

Income 

Equalisati

on 

Reserve 

(IER)

Profit and 

Loss on Sale 

of Investment 

(PL)

Appreciation / 

Depreciatiin 

Books Investment 

Cash 

Balance 

positive / 

negative

18

For closing balance 1434.3474 units in 

Amount (Rs.) as at 30 June 2017 27916.9574 27916.9574 63.0431 1019.3746 0.0000 28999.3751 63.0431 27916.9574 0.0000 0.0000 5029.3746 23970.0000 0.0000

19 NAV Per unit 1 1 0 0.0449 0 1.0449

20 NAV Per unit post redemption 1 1 0.0449 0 1.0449

21

For  redemption of 391.5887 units in 

Amount (Rs.) 391.5887 391.5887 15.1936416 0 0 406.7823416 15.19364156 391.5887 0 0 0 0 406.782342

22

For  subscription of 1473.8252 units in 

Amount (Rs.) as at 31 July 2017 1473.8252 1473.8252 66.1748 0 0 1540 66.1748 1473.8252 0 1540

23

For closing balance 3299.7613 units in 

Amount (Rs.) as at 31 July 2017 29782.3713 29782.3713 144.4115 1600.0293 0.0000 31526.8121 144.4115 29782.3713 0.0000 0.0000 5610.0293 25510.0000 406.7823

24 NAV Per unit 1 1 0 0.0484 0 1.0484

25 NAV Per unit post redemption 1 1 -0.0492 0.0976 1.0484

26

For  redemption of .0000 units in Amount 

(Rs.) 0 0 0 0 0 0 0 0 0 2906.76 0 -16416.36 19323.12

27

For  subscription of 619.9923 units in 

Amount (Rs.) as at 31 August 2017 619.9923 619.9923 -30.5036 0 60.5112 649.9999 -30.5036 619.9923 60.5112 650

28

For closing balance 3919.7537 units in 

Amount (Rs.) as at 31 August 2017 30402.3636 30402.3636 113.9079 -1608.8347 2967.2707 31874.7075 113.9079 30402.3636 60.5112 2906.7600 2401.1653 9743.6400 19729.9023

NAV Cost Sheet Ledger Position

Row 

No.
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Annexure 5 – EPFO’s investment in ETF at cost and market value giving corresponding NAV  

Row No. Description

EPFO 

Investment 

units 

At weighted 

average cost 

At market 

value cost per unit

NAV per 

unit

1 Subscription - FY 15- 16 600.00          7,000.00         9,450.00        11.67            15.75      

2 Subscription - FY 16- 17 924.44          13,000.00       14,560.00      14.06            15.75      

3 Total Investment as at 1 April 2017 1524.4444 20000.0000 24010.0000 13.1195 15.7500

4 Redemption April 2017 0 0 0 0 0

5 Subscription April 2017 69.6604 1120 16.078

6 Total Investment as at 30  April 2017 1594.1048 21120.0000 25609.2936 13.2488 16.0650

7 Redemption May 2017 0 0 0 0 0

8 Subscription May 2017 87.274 1360 15.5831

9 Total Investment as at 31  May 2017 1681.3788 22480.0000 26201.0940 13.3700 15.5831

10 Redemption June 2017 0 0 0 0 0

11 Subscription June 2017 91.0691 1490 16.3612

12 Total Investment as at 30 June 2017 1772.4479 23970.0000 28999.3746 13.5237 16.3612

13 Redemption July 2017 0 0 0 0 0

14 Subscription July 2017 92.2775 1540 16.6888

15 Total Investment as at 31 July 2017 1864.7254 25510.0000 31120.0293 13.6803 16.6888

16 Redemption August 2017 -1200 -16416.36 -19323.12 0 16.1026

17 Subscription August 2017 38.5711 650 16.852

18 Total Investment as at 31 August 2017 703.2965 9743.6400 12144.8053 13.8542 17.2684  
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Annexure –III 

 

ACCOUNTING POLICY FOR INVESTMENT IN EQUITY AND RELATED INSTRUMENTS  

(To be included under ‘Significant Accounting Policies). 

The Employees’ Provident Fund Organisation (EPFO) invested only in interest-bearing fixed-income 

instruments until 2014-15. It started investing in equity exchange-traded funds (ETFs) in August 2015, as 

per the new pattern of investment notified by the Government for the EPFO. 

The annual interest credited to the Employees’ Provident Fund (EPF) accounts of members is decided by 

the central government every year on the basis of estimated earnings from the fixed income instruments 

held by the fund. Capital appreciation/depreciation of these interest bearing instruments is not 

considered, since these are held to maturity.  

However, with the EPFO mandated to invest in equity, the accounting treatment of capital 

appreciation/depreciation needs to be decided, as returns from equity investments can be generated 

mainly through capital appreciation/depreciation, though there may be some cash inflow from dividends. 

In view of the above the following policy for valuation and accounting of equity investment is proposed to 

be adopted. 

Unit based NAV (Unitisation) 

● The equity investments made are accounted at market value (marked to market) either using market 

price (if traded in stock exchanges) or fair value for the purpose of NAV computation as well as for 

Balance Sheet disclosure. 

● Valuation of the investments (computation of NAV) to be done on a monthly basis (last day of the 

month). 

● The NAV of EPFO Equity portfolio would always be equal to market value of all equity holding divided 

by cumulative number of units that EPFO has allotted to subscribers on that date. 

● NAV per unit is 

 = 
���	�����	�����	��	�� ����	���� ���.��	����	�������	��	���	���	��	���	� ���� 

Unit-allotment parameters 

● The face value of units at Re 1 per unit. 

● The NAV computation up to four decimals. 

● Member’s unit’s allocation up to four decimals. 

Accounting treatment of EPFO equity units. 

Page 98 of 357 219th CBT: 23.11.2017

RC MIS CONF
Text Box
Annexure - 5C



Page 2 of 3 
 

• When EPFO equity units are sold the difference between the sale price and the face value of the unit, 

if positive, the amount be credited to reserves and if negative be debited to reserves, the face value 

being credited to Capital Account.  

• When units are repurchased, the difference between the purchase price and face value of the unit, if 

positive the amount be debited to reserves and, if negative, should be credited to reserves, the face 

value being debited to the capital account. 

EPFO Equity unit allotment methodology 

● Investment made in equity during the month is allocated to the individual member accounts in the 

ratio of their individual contributions for that month. The net amount after adjustment of a member’s 

share of equity units is reflected as debt contribution and which gets invested in fixed income 

securities. 

 (i.e., Monthly contribution – equity contribution = debt contribution) 

● The proportionate share of the equity component of a member’s monthly contribution for the month is 

computed as under: 

=
Amount invested by the EPFO in equity during the month × Individual members' contribution for the month

Total members' contribution for the month
  

● EPFO’s equity units allotted to the individual members based on month end NAV 

= ����	������	��� ������	��	�	� �� ���′�	� ������	������������	���	���	����	��	���	� ����	���  

 

EPFO Equity withdrawal methodology 

• Members who withdraw their EPF balance due to exit/retirement/advance, the EPFO equity units 

to that extent should be redeemed. 

• The NAV of the equity portfolio of the previous month will be applied for such redemptions, as the 

settlement of claims of a member has to be done immediately without having to wait for the 

computation of the NAV in the month in which the member exited/retired or sought advances. 

• The contributions by the current members are higher than the withdrawals made by exiting 

members in EPF Scheme. Therefore there is no need to liquidate its equity investments to make 

for the funding of withdrawal of exiting member(s). The equity units released by the exiting 

members (withdrawal) will be utilized against creation of fresh units from the contributions made 

by the existing members. 

• In the event of EPFO having more withdrawals than contributions, it may liquidate its equity 

investments to make good the funding for exiting member(s).  

Accounting treatment on sale of securities 
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• On sale of the Securities, difference between the sale price and the purchase price of the 

security, if positive (profit) the amount will be credited to reserves and, if negative (loss), be 

debited to reserves, the face value being credited to Capital Account. 

 

Disclosure in the members’ EPFO statements 

• A member’s EPFO statement will have two sections – fixed-income investments  and units from 

equity investment)  

• The fixed-income investment portion will continue to be disclosed as per existing norms.  

• The equity investment will be shown separately in a member’s account with following heads: 

 

  

 

 

Note: Implementation of this accounting policy will require prior suitable amendment in the Employees 
Provident Fund Scheme 1952, by the Central Government. 

Period 
(monthly) 

Contribution ETF units Applicable NAV Equity value Total 
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Item No. 6 Investments in dual AA+ private sector company bonds as 
approved by CBT in its 218th meeting. 

 

1. Presently, the investment norms being followed by EPFO while investing in Private 
Sector Companies, as approved by CBT, are as follows: 
 

Sl. No. Private Sector Companies Existing guidelines  

1 Minimum rating Dual AAA 

2 Tenure Min 3/ Max 10 

3 Limits as % of net worth 25% 

4 Listed company  Yes 

5 Continuously made net profit during last 5 
years   

Yes 

6  Minimum positive net worth Rs. 3000 cr 

7 Continuously paid minimum dividend 
during last 5 years 

15% 

 
2. Central Board of Trustees in its 218th meeting took the decision to relax the investment 

criteria for Private Sector Company bonds from dual AAA to dual AA+ (agenda & 

minutes of the 218th CBT enclosed as Annexure‐6A). Accordingly, all other investment 

norms being followed by EPFO while investing in Private Sector Companies will 
continue to be followed for dual AA+ rated bonds as well. 
 

3. During the meeting held on 21st June 2017 with Portfolio Managers and chaired by 
CPFC, it has been decided to invest in the following categories of dual AA+ Private 
Sector Bonds to start with: 
 
i) Dual AA+ Private Sector Bonds with maturity limit of up to 5 years. 
ii) Investment in dual AA+ Private Sector Bonds up to a limit of 2%. 
 
(Meeting minutes enclosed at Annexure‐6B) 

4. Accordingly, an agenda item was placed before the 135th FIAC (agenda and minutes 

placed at Annexure‐6C) wherein the FIAC approved the above guidelines as contained 

in para 3 with a recommendation to place them before the ensuing CBT meeting for 
information. 
 

Proposal: Accordingly, the above agenda as approved by FIAC 
is being placed before the CBT for information. 
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Item No. 7: Appointment of a Consultant for Selection of Portfolio 
Managers, Custodian and Performance Evaluation of Portfolio 
Managers. 

 

 

1. The  Central  Board  of  Trustees,  EPF  had  appointed  the  following  five  Portfolio 
Managers for managing the corpus of EPFO in its 207th meeting held on 31.03.2015; 
 

I. State Bank of India (PMS) 
II. ICICI Securities Primary Dealership Ltd. 

III. Reliance Capital Asset Management (India) Private Ltd. 
IV. HSBC Asset Management (India) Private Ltd. 
V. UTI Asset Management Company 

 
The Portfolio Managers were appointed  for a period of  three  years,  starting  from 
01.07.2015,  which  shall  expire  on  30th  June,  2018.    Consequently,  the  process  of 
selection  of  new  Portfolio  Managers  who  will  manage  the  EPFO  Funds  from 
01.07.2018 must commence in right earnest. 
 

2. The selection of Portfolio Managers entails the following steps/process; 
 

i. Constitution of a Committee duly approved by the Central Board, EPF. 
 

ii. Preparation and Issuance of Request For Proposal (RFP) after approval of FIAC. 
 

iii. Pre‐bid Conference. 
 

iv. Opening of Pre‐qualification bid. 
 

v. Technical bid opening for eligible Applicants. 
 

vi. Financial bid opening for the eligible Applicants. 
 

vii. Approval of Central Board on recommendations of Committee. 
 

viii. Issuance of letters to the selected Portfolio Managers. 
 

ix. Signing of Portfolio Management  Service Agreements with  selected Portfolio 
Managers after discussion and approval of competent authority. 
 

x. Allotment of Funds to selected Portfolio Managers. 
 

3. The CBT, in its 181st meeting held on 24.01.2008, when for the first time EPFO decided 
to appoint Multiple Portfolio Managers, had adopted a policy decision to take outside 
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assistance for the selection of Portfolio Managers and their performance evaluation 
through  a  dynamic  and  customized  performance  benchmark  based  on  regular 
professional  input  on  market  related  data.  The  existing  Portfolio  Managers  were 
shortlisted with  the help of  a Credit Rating Agency  (CRA), M/s. CRISIL, which was 
involved  in  the process of preparation of Request  for Proposal  (RFP)  and detailed 
analysis of technical bids submitted by Portfolio Managers. CRISIL was also mandated 
to assist EPFO in evaluating the performance of fund managers. 
 

4. During the Second cycle of appointment of Portfolio Manager, the Central Board, EPF 
in  its  190th  Meeting  held  on  15.09.2010  approved  the  following  proposal  for 
appointment of a Consultant for selection of Fund Managers, Custodian, Concurrent 
Auditor and Performance Evaluation of Portfolio Managers: 
 
“The  CRAs  registered  with  SEBI  and  having minimum  ten  years  of  experience  of 
operation  in  India may  be  invited  under  the GFR  provisions  to  assist  EPFO  in  the 
selection of Fund Managers as well as their performance evaluation. The tenure of the 
Consultant for performance evaluation will be for three years subject to satisfaction of 
the quality of services rendered, drawn on periodical review. Further, a five members 
committee  including one  representative each  from  the Employees &  the Employers 
side, would be constituted by the Board (CBT), for carrying out the exercise of selection 
of consultant.” 
 

5. On the same line for appointment of Portfolio Managers on the previous occasion, the 
Chairman, Central Board in 2014 approved the proposal to appoint a Consultant which 
was  later ratified by the Board  in  its 202nd meeting. A five member Committee was 
constituted consisting of following members, which carried out the task of selecting a 
consultant to assist EPFO in Selection of Portfolio Managers, Concurrent Auditor and 
Custodian: 
 

1. Shri. Sharad Patil, ‐ Member, Employers Representative  
2. Dr. G. Sanjeeva Reddy – Member, Employees’ Representative 
3. FA & CAO, EPFO – Member, EPFO 
4. RPFC‐I (IMC) – Member, EPFO 
5. RPFC‐I (Audit) – Member, EPFO  
 

This Committee’s recommendation was approved by the Central Board. 
 

6. As M/s CRISIL Ltd. had already performed its work relating to appointment of Portfolio 
Manager for the current cycle, it is therefore necessary to appoint a fresh consultant 
by a transparent bidding process. The appointed consultant will then assist EPFO  in 
selection of Portfolio Managers & Custodian. Accordingly, it is proposed that: 
 
A. The Credit Rating Agencies (CRA) registered with SEBI and having minimum ten 

years of experience  in India may be  invited under the GFR provisions to assist 
EPFO  in  (a) Selection of Portfolio Managers and Custodian &  (b) Performance 
evaluation of Portfolio Managers and Custodian. The tenure of the consultant 
for  performance  evaluation  of  Portfolio  Manager  will  be  concurrent  with 
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agreement period of the portfolio managers subject to satisfaction of the quality 
of services rendered drawn on periodical review. 

 
B. A committee may be constituted by the Board (CBT), for carrying out the exercise 

of selection of consultant (list of representative from employees and employers 
annexed as Annexure‐7A). 

 

  Further, it is highlighted that now since posts of Addl. CPFC (IMC) and (Audit) are 
functional  at  Head  Office,  the  same may  be  considered  for  nomination  as 
member in place of RPFC‐I.  
 

Proposal: The proposal contained in Para 6 A & B is placed 
before the CBT, EPF for approval. 
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Annexure –‘I’ 

 

Details of Representatives from Employers and Employees in Central Board 

 

 

Employers’ Representatives: 
 

 

i. Shri. J.P. Chowdhary 

ii. Shri Balasubrahmanyam Kamarsu  

iii. Shri Rajinder Singh Maker 

iv. Dr. U.D. Choubey 

v. Shri G.P.Srivastava 

vi. Shri Sushanta Sen 

vii. Shri B.P. Pant 

viii. Dr. S.S. Patil 

ix. Shri. K.V. Sekhar Raju 

x. Shri Ravi Wig 

 

Employees Representatives:- 

 

 
i. Shri Virjesh Upadhyay 

ii. Shri Prabhakar J. Banasure 

iii. Shri M. Jagadiswara Rao 

iv. Dr. G. Sanjeeva Reddy 

v. Shri Ashok Singh 

vi. Shri A.D. Nagpal 

vii. Shri A.K. Padmanabhan 

viii. Shri Sankar Saha 

ix. Shri Ramen Pandey 

x. Shri D.L. Sachdev 
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Item No. 8: Status note on Investment in Exchange Traded Fund (ETF) by 
EPFO. 

 

1. The  Pattern  of  Investment,  notified  on  23rd  April  2015  prescribed  05%  to  15% 
investments in equity and related investment.  

2. The Central Board in its 207th Meeting held on 31.03.2015 while recommending the 
said Pattern of Investment for adoption decided to invest 5% of the total investments 
made during the year in Exchange Traded Fund (ETF) of Nifty and Sensex. Accordingly, 
investment in ETF started w.e.f from 06th August 2015 in SBI Mutual Fund Nifty and 
Sensex ETF. 

3. Later the Central Board also selected UTI Mutual Fund in addition to the SBI Mutual 
Fund. The ratio of allocation of funds between SBI MF and UTI MF was fixed at 75% 
and 25% respectively. 

4. The  allocation  to ETF was enhanced  form 5%  to 10%  vide Ministry of  Labour  and 
Employment  vide  letter order  F. No. G‐20031/2/2016  SS.II dated 19th  September, 
2016.  

5. Subsequently,  vide  218th  meeting  of  the  Central  Board  held  on  27‐05‐2017,  the 
allocation to ETF was increased so as to achieve 15% of investment in ETF during FY 
2017‐18.  

6. The Investment and annualized return on ETF investments from August 2015 to 31st 
October, 2017 is as under: 

 

Scheme 
Amount invested in Crores:‐  

August 2015 to 31st October 2017 
Return in % (As on 

31st October, 2017 ) 

  Nifty 50  Sensex  Nifty 50  Sensex 

SBI 

EPF  12,345.68  4,165.67  21.17%  20.00% 

EPS  5,805.81  1,959.88  20.96%  19.79% 

EDLI  450.98  155.07  24.25%  22.99% 

PNG  282.13  110.13  24.55%  23.04% 

SPF  18.84  21.24  25.15%  24.12% 

Total SBI MF  25,315.44  20.92% 

UTI 

EPF  2,648.62  885.32  28.47%  27.32% 

EPS  1,212.96  428.58  28.02%  26.83% 

Total UTI MF  5,175.48  28.03% 

 

Scheme 
CPSE Amount invested in 

Crores  
Return in % (As on 

31st October, 2017 ) 

EPF  1359.09 
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EPS  448.72  29.21% 
 Total  1807.81 

 

Grand Total                       32,298.73                           21.87% 

 

 

Proposal: The item is placed before the CBT for information and 
deliberation. 
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Item No. 9: Proposal for implementing centralized payment system to 
member accounts. 

 

Presently EPFO is making payment to its beneficiaries in a decentralized mode through field 

offices from  individual accounts at SBI  link branches. These payments contain two types of 

payment instruction files: one for CBS payments to SBI account holders and the other for the 

accounts in different banks through RTGS/NEFT mode. Thus present system of payments is 

totally account based system whereby for every payment the bank accounts details of the 

members are obtained from them which are got approved by their employers and then the 

payments are made as per the given bank accounts details. 

 

The present system entails separate payment process by each  individual field office of the 

EPFO to their respective link branches of SBI. Such payment instructions files are given in CD 

forms which are manually delivered on daily bases through a special messenger of each field 

office  to  their  respective  link  branch.  Reconciliation  of  payments  is  undertaken  by  the 

respective field offices. This manual process is prone to fraud and several internal audits have 

pointed out the need to create a system avoiding the CDs.  

The  CBS  transactions  are  intra  bank  transactions  for  the  SBI  account  holders  which  are 

generally  processed  involving  least  time.  The  Non  CBS  transactions  for  payment  to  the 

members having accounts in banks other than SBI are processed through the RBIs clearance 

platform of NEFT/RTGS. In case of any inaccurate bank account details, such transactions are 

not  successfully  executed  and  their  details  are  furnished  back  to  the  SBI  which  inturn 

furnishes the details to EPFO field offices. Such transmission of information involves upto two 

days  delay.  After  receipt  of  the  information,  the  details  are  verified  and  the  cases  are 

reprocessed for reauthorization of settlement and eventual credit to the member’s accounts.  

In order to bring‐in security in settlement of claims through cheques, the CCPAP (Corporate 

Cheque Payable at Par) module was  introduced  in 2013. Under this module, the details of 

cheques  issued by EPFO are made available  to SBI  for uploading  the same on  their server 

before the cheques are actually issued / presented for clearance.  

SBI charges at the rate of 5.5 paisa per hundred rupees for all payments. The total cost on this 

account was to the tune of Rs. 24.65 Crores for the year 2016‐17.   

The present system of decentralized payments is being reviewed for the following reasons:‐ 

 

 Likelihood of fraud in the payment process. 

 Higher cost of transactions in the form of bank charges. 

 Delay in reconciliation of transaction data particularly in case of failed transactions. 

 Non availability of the facility of AADHAAR enabled transfer of funds. 
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EPFO proposes to move towards the Centralised Payment System through single Nodal Bank 

using  NPCI  (National  Payments  Corporation  of  India)  platform.  NPCI  is  the  umbrella 

organization  for all retail payment systems  in  India. Set up with the support and guidance 

from the RBI and Indian Banks’ Association (IBA), it was conceived to fulfill RBI vision to offer 

a domestic, open‐loop multilateral  system which will  allow  all  Indian banks  and  financial 

institutions in India to participate in electronic payments.  

 

The benefits of proposed centralised payment through NPCI are: 

 

 Availability of the facility of AADHAAR enabled transfer of funds.  

This  will  obviate  the  need  to  collect  bank  account  details  at  the  time  of  each 

settlement. The bank account details and other KYC details mapped with Aadhaar will 

be the basis for making the payments to beneficiaries. It will reduce the dependence 

upon the Establishment / Employer for getting the members details verified by them. 

It will also reduce the scope of error in fetching / feeding the members details each 

time for settlement. This will reduce the risk of fraudulent payments. Thus it will also 

reduce the number of failed transactions.  

In accordance with Central Government’s Digital India Mission, EPFO is also moving in 

this direction. Aadhaar numbers are being mapped with the UANs and E‐KYC data is 

being collected in mission mode. As on date, more than 65 lakhs subscribers’ Aadhaar 

numbers  have  been  verified  by  EPFO  enabling  them  to  apply  through  online  and 

mobile platforms for claim settlement.  

 

 Funds will be transferred on same day to beneficiaries through NPCI platform. 

The payments shall be credited  to  the subscribers accounts on same day. This will 

expedite the payments schedule.  

 

 The information on transaction details shall be available on T+0 basis. This will result 

in early recredit in the accounts of beneficiaries in the case of failed transactions. 

 

 Reduced transaction cost by way of bank charges. 

On account of centralization of payments system, the cost of payment transaction is 

likely to reduce by an amount of Rupees 25 crore (apprx.).  

  In view of the above, a meeting of nationalised banks was conducted on 08.11.2017 

to discuss the centralised payment system through NPCI. All the banks unanimously agreed 

that there is no concern with payments using NPCI platform as it is already in place in respect 

of other government bodies. All banks present  in meeting were requested to submit their 

expression of interest to be the nodal bank for centralised payment of EPF and   EDLI Schemes 

through NPCI platform. It is proposed to implement the centralized payment system through 

a nationalized bank quoting lowest charges.  
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Proposal: The Centralized payment system through NPCI is 
placed for consideration and in-principle approval of 
the Board.  
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Item No. 10: Audited Annual Account in respect of Employees’ Provident Fund 

Scheme, 1952, Employees’ Pension Scheme, 1995 and Employees’ 
Deposit Linked Insurance Scheme, 1976 for the financial year 2015-
16. 

 

 
 

Para 74 of Employees’ provident Fund Scheme, 1952 provides that the annual report on 
the work and activities of  the Central Board and  its audited accounts  together with the 
report of Comptroller and Auditor General of  India shall be considered by the Executive 
Committee and shall be placed for adoption at a meeting of the Board to be held before 
the Tenth of December following the close of the financial year concerned. 
 
2.  Para 74 also provides that if the report of the Comptroller and Auditor General is not 
received by  the  first of December  following  the  close of  the  financial  year  to which  it 
pertains, the audited accounts together with report of the Comptroller and Auditor General 
may be placed before the Executive Committee / Board separately from the annual report 
on the work and activities of the Board. 
 
3.  The annual accounts of EPFO for the year 2015‐16 in Existing Format (Legacy System) 
duly  approved  and  authenticated  by  the  Committee  for  approval  of  Annual  Accounts 
comprising of Central Provident Fund Commissioner and Financial Advisor & Chief Accounts 
Officer, were submitted  to  the Director General of Audit, Central Expenditure  (DGACE), 
New Delhi on 05‐08‐2016. Further, the Annual Accounts of EPFO for the year 2015‐16 in 
Common  Format  of  Accounts  and  (Revised)  in  Existing  Format  (Legacy  System)  were 
submitted to the Director General of Audit, Central Expenditure (DGACE), New Delhi on 04‐
10‐2016.   The DGACE took up  the audit on 15‐11‐2016 which was completed on 21‐12‐
2016. The separate draft Audit Report was received from the DGACE only on 27‐01‐2017 
for comments of the EPFO. The comments of the EPFO were forwarded to DGACE on 08‐
03‐2017. Thereafter, Audit Certificate dated 15‐05‐2017 along with  the Audit Report on 
accounts of Employees’ Provident Fund Organisation for the year 2015‐16 was received on 
16‐05‐2017. 
 
4.  The audited annual account in respect of Employees’ Provident Fund Scheme, 1952, 
Employees’ Pension Scheme, 1995 and Employees’ Deposit Linked Insurance Scheme, 1976 
for  the  year  2015‐16  alongwith  the  Audit  Report  and  the  replies  of  the  Organisation 
thereon (enclosed as Annexure‐10A) placed before the Executive Committee, CBT in their 
90th meeting held on  01‐11‐2017 and on the recommendation of Executive Committee, 
the abovesaid are placed before  the Central Board of Trustees, EPF  for  comments and 
adoption thereof and the same shall be submitted to the Central Government for being 
placed before the Parliament. 

 
 
 

Proposal: The audited annual account in respect of Employees’ 
Provident Fund Scheme, 1952, Employees’ Pension 
Scheme, 1995 and Employees’ Deposit Linked Insurance 
Scheme, 1976 for the year 2015-16 alongwith the Audit 
Report and the replies of the Organisation thereon 
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placed before the Executive Committee, CBT in their 
90th meeting held on  01-11-2017 and on the 
recommendation of Executive Committee, the 
abovesaid are placed before the Central Board of 
Trustees, EPF for comments and adoption thereof and 
the same shall be submitted to the Central Government 
for being placed before the Parliament. 
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