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New Provision for Contribution to Provident Fund A/C by Employee
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New Provisions for Contribution to Provident Fund Account by Employee.

Kindly take into consideration following provisions relating to contribution to provident fund by
employee:

1. This provision will be applicable from Financial Year 2021-2022.

2. Interest earned on contribution made to following Provident Fund accounts will be
exempt under section 10(11)/10(12) if yearly contribution does not exceed Rs.2,50,000/-
(Provided contribution is also made by employer in Provident Fund account of employee).

a. Provident Fund to which The Provident Fund Act, 1925 applies or any other
Provident Fund set up by the Central Government and notified in official gazette.

b. Any recognised Provident Fund as per part A of fourth schedule of Income Tax
Act, that is any Provident Fund recognised by the principal chief commissioner or

principal commissioner of Income Tax.

3. If there is no contribution by employer in above two Provident Fund accounts of
employee then the maximum contribution by employee shall be Rs.5,00,000/- instead of
Rs.250000 that is if no contribution is made by employer than interest earned in Provident
Fund account will be exempt in the hands of employee provided the total contribution per

annum does not exceed Rs.5,00,000/-.

4. If the employee contribution exceeds Rs.2,50,000/5,00,000 per annum as the case may
be, the interest earned on such excess contribution will be taxable in the hands of
employee and should be considered and included in taxable salary for the purpose

of calculation of TDS deduction on salary.

5. From now onwards two separate accounts will be maintained by Provident Fund. One:
account in which contribution does not exceed Rs.2,50,000/5,00,000 per annum as the
case may be and another account where contribution exceeds Rs.2,50,000/5,00,000 as

the case may be.
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