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PAGE 1: FOUNDATION & ANALYSIS PHASE

Phase 1: Current Structure Assessment (Month
1)

Pre-Implementation Analysis

Document Current Salary Structure

Collect existing salary breakups for all employee categories

Calculate current basic salary percentage (target: 40-50% of CTC)

Review existing allowances and their utilization

Assess current tax burden across salary ranges

Legal Compliance Audit

Verify PF compliance (12% of basic salary)
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Check ESI requirements (0.75% for employees below ₹25,000/month)

Review state-specific Professional Tax obligations

Audit existing documentation and record-keeping

Employee Impact Analysis

Survey employee satisfaction with current structure

Calculate potential tax savings per employee category

Identify high-impact optimization opportunities

Document employee concerns and requirements

Regulatory Framework Review

Stay Updated with Current Laws

Review Payment of Wages Act requirements

Check Minimum Wages Act compliance

Verify state-specific labor law requirements

Update knowledge on recent amendments and notifications

Documentation Requirements Check

Employment agreements with detailed salary breakup

Salary registers and payment records

Statutory payment certificates (PF, ESI, PT)

Tax deduction and compliance reports

Reimbursement vouchers and supporting documents

Phase 2: Strategy Development (Month 1-2)

Component Optimization Planning

Basic Salary Optimization
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Set basic salary at 40-50% of CTC for maximum flexibility

Ensure compliance with minimum wage requirements

Calculate optimal PF contribution levels

Plan for statutory compliance across all components

Key Strategy: The 40-50% Rule

Balancing basic salary at 40-50% of CTC allows maximum utilization of allowances while
maintaining statutory compliance. This creates the optimal foundation for tax-efficient
structuring.

JZ Payroll Outsourcing & Contract Staffing | 9911824722 | pyushverma@contractstaffinghub.com
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PAGE 2: IMPLEMENTATION & OPTIMIZATION PHASE

Tax-Efficient Allowance Structure

House Rent Allowance (HRA)

Set at 50% of basic (metro) or 40% (non-metro)

Prepare documentation requirements checklist

Calculate tax savings potential

Transport Allowance

Implement ₹1,600 monthly limit for complete exemption

No documentation required - immediate benefit

Medical Allowance

Structure ₹15,000 annual limit with proper bill requirements

Set up reimbursement process

Leave Travel Allowance (LTA)

Plan for domestic travel reimbursements

Establish documentation and approval process

Phase 3: Structure Design & Communication
(Month 2-3)

9/15/25, 2:47 PM Salary Structure Optimization Checklist for HR - India 2025

file:///C:/Users/Piyush Verma/Downloads/Salary structure.html 4/6



Advanced Optimization Strategies

Reimbursement Optimization

Mobile bills and internet charges reimbursement setup

Books, periodicals, and professional development allowances

Uniform and safety equipment allowances (if applicable)

Vehicle maintenance and fuel cost reimbursements

Establish documentation standards for all reimbursements

Performance Integration

Design performance-linked incentive components

Create achievement-based allowance structures

Implement recognition reward systems

Maintain fiscal discipline while motivating employees

Technology Integration Setup

Payroll System Configuration

Configure automated compliance checking systems

Set up real-time tax calculation features

Implement seamless reporting mechanisms

Create analytics dashboard for optimization tracking

Employee Communication Strategy

Prepare detailed salary breakup explanations

Create educational materials on tax optimization

Schedule information sessions for all employees

Establish query resolution channels

Develop FAQ documents addressing common concerns
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Phase 4: Implementation & Monitoring (Month
3-4)

System Implementation

Payroll Integration

Update payroll systems with new structures

Test calculation accuracy across all employee categories

Verify statutory deduction calculations

Ensure seamless transition from old to new structure

Employee Onboarding to New Structure

Conduct individual employee briefings

Distribute new salary structure documents

Collect employee acknowledgments and agreements

Address individual concerns and queries

ROI Calculation & Validation

Savings Calculation

Calculate annual tax savings per employee

Measure percentage improvement in take-home pay

Document cost neutrality for company

9/15/25, 2:47 PM Salary Structure Optimization Checklist for HR - India 2025

file:///C:/Users/Piyush Verma/Downloads/Salary structure.html 6/6


