
Employees Provident Fund


Audit Checklist 


I.EMPLOYER’S ANDEMPLOYEE’S CONTRIBUTIONS

	a)
	Check the monthly contributions totals from the payroll to the annual summary sheets


	

	
	
	

	b)
	Check the monthly contributions to the employer’s account in the General Ledger of the Provident Fund accounts.(On accrual basis)


	

	
	
	

	c)
	Check the monthly totals of employer’s accounts in to the bank statements. (allow for one month’s delay)


	

	
	
	

	d)


	Check on a test basis the allocation to the employee’s individual accounts.


	

	
	
	

	e)
	Obtain a confirmation of balance from the employer for the balance standing to the debit in the Fund’s books.


	 

	
	
	

	f)
	Check the logic of computation – formula.


	

	
	
	

	g)
	Check whether the definition of salary for the purpose of calculations is maintained as per the Provident Fund Act.


	

	
	
	

	h)
	Ensure that the total contributions are credited to the correct account of the Fund by 15th of the succeeding month.


	

	
	
	

	i)
	Check contributions of both employees and the employer into the individual accounts of members of the fund.


	

	
	
	

	j)
	Where an employee makes voluntary contributions

Check with reference to the receipt books, if they are made in cash.

Check with the applications received if they are deducted from the salaries.


	

	
	
	

	h)
	Examine whether the employees’ records are maintained in Form 41 (Rule 74 of Income Tax Rules)


	


II. INTEREST ON EMPLOYEES’ AND EMPLOYER’S CONTRIBUTIONS

	a)
	Examine the method by which the rate of interest is arrived at


	

	
	
	

	b)
	Ensure that the rate is not in excess of the prescribed rate since any excess will be considered income for tax purposes. (Clause 6 of Schedule IV to the Income Tax Act)


	 

	
	
	

	c)


	Examine the tax implications if it exceeds the prescribed rate.  Ensure that the employer is advised for further action in respect of TDS aspects.


	

	
	
	

	d)
	Check individual calculations of interest on both the employee’s contribution balances and the employer’s contribution balances.


	

	
	
	


III. WITHDRAWALS

	a)
	Ensure that the applications for withdrawals are as per the format.


	

	
	
	

	b)
	Ensure that the loans sanctioned are as per the rules of the trust with reference to the eligibility.


	.

	
	
	

	c)


	Ensure that the sanctioning powers of delegated authority are properly exercised


	

	
	
	

	d)
	Ensure that the worksheet logic is correct with respect to the eligibility amount which are attached to the applications.


	

	
	
	

	e)
	Ensure that the conditions attached to non-refundable loans allowed under the rules (for e.g. for purchase of plot, house, construction of house, improvements to home etc) in addition to the “normal” loans granted are complied with.


	

	
	
	

	f)
	Ensure that the repayment of loans is as per the specified installment with interest.(Rule 71 of Income Tax Rules should be complied with)


	

	
	
	

	g)


	Ensure that the conditions attached to the loans under Rules 68,69 and 70 of the Income Tax Rules are complied with)


	

	
	
	

	h)
	Check the closing balances with confirmation of balances
	

	
	
	

	i)


	Test check the procedure adopted for sanctioning the withdrawals


	

	
	
	

	j)
	Ensure that correct treatment is accorded to non-refundable loans. (Rule 71 of Income Tax Rules)


	

	
	
	

	k)


	Examine the implications of Rule 72 of the Income Tax Rules


	


IV. LIFE INSURANCE POLICIES (IF APPLICABLE)

	a)


	Check the applications received for payment of premium.


	

	
	
	

	b)


	Ensure that the prescribed rules are followed in this regard i.e.

i. Minimum balance in the credit of the       employee.

ii. Premium payable yearly

iii. Assignment of policies to the fund

iv. The bonus on policy to be adjusted against the payments


	

	
	
	

	c)


	Verify the amount of realisation on maturity of policies with interest thereon, balance if any to be refunded to the member.


	


V. SETTLEMENT CASES

	a)


	Check the cases with reference to the applications and payroll communication to the PF Trust


	

	
	
	

	b)


	Ensure that the settlement was made after taking into account the recovery of refundable loans with interest.


	

	
	
	

	c)


	Ensure that the interest calculations on the current year monthly contributions is properly accounted.


	.

	
	
	

	d)


	Sometimes, interest may be calculated manually due to the fact that accounts are finalised after 31st March in the months of April, May and June.  In such cases interest should be checked thoroughly.
	

	
	
	

	e)  


	Ensure that there are no accounts of the members in the refundable loan ledger or interest calculation on the amount outstanding in the month succeeding the month in which settlement took place.


	

	
	
	

	f)


	Where any settlements are made to employees who have not completed 5 years service, the employer is to deduct tax at source (as per clauses 8 and 10 of Schedule IV).  Ensure that this has been complied with.


	


VI. INTEREST INCOME

	a)


	Check the rate of interest charged on the refundable loans


	 

	
	
	

	b)


	Check the receipt of interest on investments and ensure that the full amount is accounted for the year.


	

	
	
	

	c)


	Check the interest charged on non-refundable withdrawals in case of non-utilisation of withdrawal amount with reference to the rate and period of interest.


	


VII. TAX DEDUCTED AT SOURCE

	a)


	Ensure that all interest receipts are received gross without deduction of tax at source.


	

	
	
	

	b)


	Does the fund have a procedure for obtaining interest gross by filing necessary documents for (a) above?


	.

	
	
	

	c)


	In case the fund has suffered TDS on income verify the certificates on hand and reconcile with the books of account.


	

	d)
	In case there is shortfall on the TDS certificates, examine the reasons for it, and discuss with the management regarding the writing off


	

	
	
	

	e)


	Ensure that the fund is taking steps to recover the TDS from the Income Tax Department


	


VIII. INVESTMENTS

	a)


	Vouch whether purchases and sales of investments have been done on the proper authority.


	

	
	
	

	b)


	Vouch purchases and sales with brokers’ bought and sold notes.


	

	
	
	

	c)


	Establish the accounting policies, which are employed to account for the investments and ensure that they are in compliance with the GAAP.


	

	
	
	

	d)


	Examine whether the interest received is properly taken to the credit of investment account insofar as it relates to the period prior to its purchase. (in case of debt instruments purchased cum interest)


	

	
	
	

	e)


	Examine whether sale proceeds of investments include interest accrued to date of sale and if so, account for it as interest.


	

	
	
	

	f)


	Verify the investments physically fully
	

	
	
	

	g)
	Where the scrips are not in possession of the trust, verify the purchases with the brokers’ notes as on date of audit.  If there is a large gap between the date of purchase and the audit date obtain confirmation from the brokers.


	from UTI Bank, the DP, has been obtained as on 31/03/04.

	
	
	

	h)


	Where investments have not been allotted ensure that they are shown as advances for investments in the balance sheet.


	

	
	
	

	i)


	Where scrips have been lodged with the brokers for sale, and if sale is not made on the date of the balance sheet, obtain a confirmation from the brokers to that effect


	

	
	
	

	j)


	Where market rates are available, verify the rates with brokers notes in case of purchases and sales


	

	
	
	

	k)
	Ensure that profit or loss on sale is properly accounted.


	

	
	
	

	l)
	Examine whether the investment is in the pattern prescribed by the CBDT as prescribed by rule 67 of the Income Tax Rules. ( As per the investment matrix or Schedule followed by the trust)


	


IX. RECEIVABLES

	a)
	In the case of old receivables ensure they are received during the year.


	

	
	
	

	b)


	In the case of receivables as on the date of balance sheet, ensure that they are received subsequently.


	

	
	
	

	c)


	If necessary, provide for the amount to be written off in the profit and loss account
	


X. CURRENT ACCOUNT WITH THE EMPLOYER AND PAYABLES

	a)


	Ensure that the transactions are within the purview of the normal PF transactions.
	

	
	
	

	b)


	Ensure that there is no up-stream flow of funds.


	

	
	
	

	c)


	Obtain a confirmation of balance from the employer.


	. 


XI. PAYABLES

	a)


	Ensure that there is no overdue remaining unpaid


	

	
	
	

	b)


	Examine the long standing or unclaimed accounts and ascertain the status.
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