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Changing Provident Fund Rates

Government of India has made changes in the deduction and contribution rate of Provident
fund of the Employees for the wages month May, June and July 2020. Provident fund
deduction percentage for Employees and Provident Fund contribution rate for Employer has
been reduced from 12% to 10 %. Hence for the months of May, June and July, the Provident
fund will be deducted at the rate of 10 percent from Employees actual Basic salary or from Rs.
15000 (if you have applied the upper limit of wages). Similarly Employer will also contribute
Provident fund at the rate of 10 percent on actual Basic Salary or on Rs. 15,000 i.e. upper limit
of wages.

To make the aforesaid changes in BUSY, you need to make following two changes:

1. Update Provident Fund Salary Component
2. Update Employee’s Salary Structure

Let us discuss both these steps in details.

1. Update Provident Fund Salary Component

In BUSY, click Masters = Salary Component > Modify = Provident Fund option. On selecting
the Provident Fund option, a Modify Salary Component Master window will appear. Given here
is a screenshot of Modify Salary Component Master window.

Modify Salary Component Master

Component Details Additional Info.
Name ProvidentEund Basis for Component Master NO nEEd to Change
Short Name PF g Basic | default value. As the
Print Name Provident Fund e r
rates are changed for
Can Edit Value during Data Entry Y / &
Type oF MestEr gPETSLIL Value for Component only 3 months hence
« (o " Sala t Default Value 12.00 . .
specify new deduction
Type of Deduction EPF AT 3 o
Round o Catagor rate in Salary
Structure only.
Select Basis for Upper Limit
[~ Affect Leave Encashment [v Affect Unpaid Days SetUpper Limitas Limit of Wages
L ij#fiedBonds Limit Value 15.000.00

Contribution Details
Tag Contribution Y

Click this button to change
Employers Contribution rate.
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In the window, click the Configuration button provided in front of Tag Contribution button. On
clicking the Configuration button, a Configure Value for Provident Fund window will appear in
which you are required to specify the w.e.f. date as 01-05-2020 and value as 1.67 in the
Employers Provident Fund (EPF) group.

Configure Value for : Provident Fund
Account 1 - Employer's Provident Fund ( EPF)
S No. wef | Value| @ |Upper Limit | Limit value| | Round off N Category
1| 01-04- .67| % |Limit of Wa ‘ scannaall
01-05-2020 167 Specify w.e.f date as 01-05-2020 and value as 1.67
3 |
Account 2 - Administrative Charges on PF
S No. w.ef Value| @ |Upper Limit Limit Value| » | Round off N Category
1| 01-04-2018 0.65| % |Limit of Wages 15000.00|
Account 10 - Pension Fund (EPS)
S No. w.ef Value| @ |Upper Limit Limit Value| » | Round off N Category
1| 01-04-2018 8.33| % |Limit of Wages 15000.00|
Account 21 - Employee Deposit Link insurance {EDLI )
S No. w.e.f Value| @ |Upper Limit Limit Value| » | Round off N Category
1| 01-04-2018 0.50| % |Limit of Wages 15000.00| |
Account 22 - Administrative Charges on EDLI
S No. w.e.f Value| @ |Upper Limit Limit Value| » | Round off N Category
3 1
Quit

Note: Employer Contribution rates are picked only from Salary Component master hence we
have changed the contribution rate in Salary Component master itself. However, Employee’s
Provident Fund Deduction rate are picked from Salary Structure of Employee master hence
we will change the PF Deduction rate in Employee Salary Structure itself.

2. Update Employees Salary Structure

After making changes in the Salary Component master, next you need to open Employee master
in Modify mode by clicking Masters = Employee 2 Modify option and selecting required
Employee master. Next, a Modify Employee master window will appear in which you need to
click the Salary Structure button. On clicking the Salary Structure button, Salary Structure of
the Employee will appear. In the Salary Structure window, current Salary Structure of the
Employee will appear and you are required to enter one more salary structure along with the
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date from which the new structure will be applicable. For example, as the new salary structure
is applicable from 1t May 2020 hence you need to specify the w.e.f. date as 01-05-2020, copy
and paste the same salary structure as already tagged with the employee and in the PF Salary
Component specify the rate as 10 instead of 12. Given below is a screenshot of Salary
Structure of an employee in which new Provident Fund deduction rates are specified with
effect from 1t May 2020.

Employee Salary Structure window

SNo w.e.f Component Value| @ |Calculated on | Upper Limit Component | Limit Value| Specify A/c|Account to be Dr/Cr =
1| 01-04-2019 | Basic 20,000.00| Rs. |— - - - - L)
2 HRA 50.00| % |Basic No Limit - - -

3 TA prmmscsn— - -

A PF 1200 % |~ | Only the PF percentage will be
01:05-2020 JBasic 2o 1 changed from 12 to 10 percent.

. HRA 50.00| % |Basic sl

7 ™ prosem— -| Remaining Salary Structure shall

8 PF 10.00| % sic Li .

5 remain same.

10

11
12
13
14
15 -

[Esc-Quit] [F2-Done] [F9-DelLine]

You need to make similar changes for all the Employees Salary Structure. Once you are done
with this work, you are ready to generate salaries of the employees with new Provident Fund
Deduction rates.

Recommendation: As the Provident Fund deduction and contribution rates are changed for the
months of May, June and July only hence in the month of August, you must follow the same
process as mentioned in the document again i.e. changes in the Salary Component master and
Employees Salary Structure. To reiterate, in the month of August, in the PF Salary Component
master, you need to again specify w.e.f date as 01-08-2020 and value as 3.67 in Employee
Provident Fund group. Similarly in Employees Salary structure, you need to specify new Salary
Structure with effect from 1-8-2020 in which PF deduction rate will be 12 instead of 10.
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