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EPFO Wage Ceiling Revised to 25,000

EFFECTIVE: 17 SEPT 2026

Mandatory Wage Ceiling Hiked from 315,000 to 25,000 After 12 Years

A detailed breakdown of scheme coverage, payroll adjustments, CTC structures, and compliance
requirements.
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SCHEMES OVERVIEW

Schemes Covered Under New Ceiling

Four statutory social security benefits impacted by the revised 25,000 threshold.
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Provident Fund (EPF)

Enhanced retirement
Corpus savings with tax-
free compounding
interest accrual.

2

W'Y
Pension Scheme (EPS)

Increased monthly pension
contributions for higher
long-term retirement
security.
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Deposit Insurance (EDLI)

Higher life insurance
coverage automatically
linked to increased
statutory wages.
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New Subscriber Target

Expanding mandatory
social security to 51 Lakh -1
Crore additional workforce.
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CONTRIBUTION OVERVIEW

Core Contributions Overview

Comparative monthly remittance shifts between old and new statutory limits.

Basic + DA Level Employee PF (12%) Employer EPS (8.33%)

% 15,000 B < 1,800 3 1,250.00
(Old Statutory Ceiling)

X 20,000 3 2.400 3 1.666.00
(Newly Covered Band)

< 25,000 - % 3,000 % 2,082.50
(New Statutory Ceiling)
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Employer EPF (3.67%)

< 550.00

< 734.00

X 917.50

Total Liability

< 3,600

< 4,800

< 6,000
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Payroll System Impact Analysis

= 5a =

Baseline Threshold EPFO Portal Syncing CTC Structure
Adjustments Realignment

Re-evaluate opting out rules Synchronize payroll software Recalibrate employer cost

for staff in the 15,000 - master files with EPFO overheads (up to I600-
25,000 basic pay window to Electronic Challan cum 31,200/month extra) versus
mandate PF inclusion & Return (ECR) filing portals. employee net take-home pay.

Impact of Increase in
Contributions for all existing
staff.
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Salary Structure Impact: Fixed CTC Model

Employer budget remains same; statutory PF increase is absorbed within gross pay.

Salary Component Pre (R15k Limit) Post (X25k Limit) Net Variance Operational Impact
Basic Salary 325,000 25,000 <0 Base wage subject to statutory PF
Special Allowance 38,200 <7,000 -X1,200 Reduced to absorb higher Employer PF
Gross Salary 33,200 32,000 -%1,200 Total monthly taxable salary
Employer PF (12%) 31,800 33,000 +31,200 12% on 15k vs 12% on 25k
Total Cost to Company 35,000 35,000 0 Company payroll budget stays fixed
Less: Employee PF (12%) -X1,800 -33,000 -X1,200 Deducted directly from Gross
Net Take-Home Pay 31,400 29,000 -X2,400 Net cash-in-hand drops
EMPLOYER FINANCIAL IMPACT EMPLOYEE TAKE-HOME RETIREMENT SAVINGS
0 Extra Budget -X2,400 / Month 4 +66.7% Growth
Company outlay stays capped at Combined drop from lower allowance Monthly PF corpus grows from 33,600
235,000/month. (-X1.2k) & higher PF (-31.2Kk). to X6,000.
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Salary Structure Impact: Normal / Gross Model

Gross salary and allowances remain protected; employer absorbs statutory cost increase.

Salary Component Pre (R15k Limit) Post (X25k Limit) Net Variance Operational Impact

Basic Salary 325,000 25,000 <0 Base wage subject to statutory PF

Special Allowance 38,200 38,200 30 Allowances remain fully intact

Gross Salary 33,200 333,200 0 Gross earnings remain protected

Employer PF (12%) 31,800 33,000 +31,200 Added over and above Gross Salary

Total Cost to Company 35,000 36,200 +31,200 Employer budget increases

Less: Employee PF (12%) -X1,800 -33,000 -X1,200 Deducted directly from Gross

Net Take-Home Pay 31,400 330,200 -X1,200 Moderate drop in take-home

EMPLOYER FINANCIAL IMPACT EMPLOYEE TAKE-HOME COMPENSATION PROTECTION
+31,200/Month -%1,200/ Month  § 100% Protected
Company outlay increases by Impact limited strictly to employee's Special allowances & gross earnings

214,400/yr per head. statutory 12% PF deduction. remain untouched.
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COMPLIANCE ROADMAP

Compliance Checklist

©® Re-evaluate Non-Enrolled Staff
Audit employees in the R15k-325k basic slab previously excluded.

© Update Payroll Software

Re-program computation rules and statutory caps in HRMS engines.

© Maintain ECR File Accuracy

Ensure error-free statutory upload before monthly due dates.

© Clear Employee Communication

Notify staff regarding take-home variations and long-term gains.
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A Key Compliance Risks

Penal Interest & Damages

Delayed remittance attracts severe interest under
Sec 7Q & penal damages under Sec 14B.

Inaccurate Deduction Liabilities

Under-deduction triggers retrospective recovery
proceedings and statutory non-compliance fines.
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ABOUT -RR H & ASSOCIATES LLP

& Empanelments

ﬁ RBI Panel Category-Ill Firm
€% IBAEmpanelment  ASM Audits (General)
o

Valuation (Partner) IBBI Registered Valuer (SFA)

§

Stock & Receivables  UBI, OB, J&K Bank

1& Practice Areas

2% Leadership

CA Ravi Kumar Rudrarapu

FCA, CPA, DISA, FAFD

11+ yrs exp in TP / International Tax, Virtual CFO, M & A, MIS
& KPI Specialist, Certified Quickbooks (QBO) ProAdvisor
CA Hemanadh Madireddy

FCA, IBBI Regd. Valuer (SFA), FEMA, FAFD, BCOMAF

10+ yrs exp in Audit & Assurance, Valuations, ASM Audits
FEMA Advisory, Certified Quickbooks (QBO) ProAdvisor

Ly

Virtual CFO

End-to-end bookkeeping, payroll processing, and
statutory compliances including GST, PF, ESI, and
comprehensive Bank handling.

Valuation & M&A

Business & Equity Valuations, CCPS, CCD &
options valuations. Rigorous due diligence,
agreements, and secretarial compliances.

FEMA Advisory

Cross-border compliance including ODI, FDI, ECB
reporting, APR, FLA filings, and regulatory
compounding strategies.

Internal Audits & Advisory

Process-driven internal audits, strategic
management advisory, and high-level MIS reporting
for enterprise decision making.

/
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° Head office : Flat No. 202, Plot Nol1240, Om Sri Sai .
Nilayam, S.A. Society, Khanamet, Hitech City, Madhapur, Wr www.rrhca.com
Hyderabad - 500081. ,
g auditor@rrhca.com
Branch office: 4-2-341/1, Kothur, Subhash Nagar,
Hanamkonda, Warangal, Telangana, 506001. t- +91 9441 678 135, +91 97038 93137

DISCLAIMER: This statutory update is prepared for general guidance and information purposes only. It does not constitute formal legal, financial,
or legal advice. M/s. R R H & ASSOCIATES LLP assumes no liability for actions taken based on this document. Employers and stakeholders are
encouraged to consult tailored professional counsel for specific payroll implementations.
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