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For the Employees' Provi-
dent Fund Organisation

(EPFD), 2017 was a signifi~

cant year as it centralised
its systems and took a tech
leap to offer seamlass digl-
tal solutions to the sub-
scribers. Specifically, EPFO
subscribers who had linked
their Aadhaar number with
their Universal Account
Number (UAN) were able
1o experience smoother
withdrawals, transfers and
other activities from their
provident fund account.
EPFO took another leap of

faith and hiked eqguity .

exposure to 15% of the
incremental flows through
the ETF route. V.P. Joy, cen-
tral provident fund com-
missioner, took us through
the big bang reforms that
took place in 2017 Edited
excerpts;

Withthelaunchof UAN,
EPFO has scen many
technological advance-
ments, How have these
helped employees?
With UAN, we could link
variousaccounts of emplovees
into anumbrella accouni and
they could see their balances

‘oiline. But we couldn’t offer

any real online service as the
EPF datawasdecentralisedin
120 servers across various EPF
offices. Centralization wasihe
most diffienltand challenging
task in digital transformation
of the EPFO.

The online services and

detaching of members’
aecounts from the employer
became possible only whenwe
ceniralized oursystemsat the
MNational Data Centre last vear
anditbecame operational fully
this year, Now there aremain-
frame servers in Delhi and
Hyderabad asback-up.
Barlier, provident fund
accountswerescatteredacross
regional provident fund cen-

tres, An employesof Chennai -

could retrieve her information
only from the regional provi-
dent fund office of Chennai.
With centralization, benefits
of UAN weremade availableto
erployessthrough online ser-
vices this vear. Contribution
collectiontoo became central-
ized. Earlier the employer
would put in money and it
would take 3-4 months to
reflectin the accounts, Nowit
happens in a couple of days,
This also enables to track
defaulting employersand now
we have built an effective real-
time defanlt tracking and
management system. For
employees, we have intro-
duced shorter transfer and
withdrawal formswith which
they cancompletely eliminate
the employer authentication
whilemakingaclaim,

Buialiofthisdependson
having Aadhaar,

Yes. sadhaar verifies the

identity of the 8mployee, for
whichearlier we dependedon
the emplover. We have also
introduced composite claim
forms for withdrawals, which
don't need verification by the
employer ifemployees UANis
verified with Aadhaar. Fur-
ther, we launched the facility
online and on mobile phones
where employees can makea
withdrawal claim. With Aad-
haar we have been able to cut
the umbilical cord with the
employer. In fact, because of
Aadhaar now we will see a
drop in inoperative accounts
because till now we needed
employers’ intervention to
verify an employee.

And duetocentralization of
oursystemsand Aadhaar, even
the process of transfer isauto-
mated. A new employer just
needsUAN oftheemployeeto
register her with EPFO. The
systemwill update the account
history tagged tothe UANand
the transfer is automatically
completed. And because KYC
canbe processed through the
UAN and Aadhaar, we have
eliminated the verification
process by the former
employer and also the form-
filling exercise completely.

Bu¢ many people have
trouble maiching their

Aadhaar details with

EPFO database, and can-
not use onkine facilitios,
Yes, that's a problem espe-
cially with the old database as
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ith Aadham* we have beeﬁ able to cut

many emplovessieft out hasic
information, We have an
opline facility tocomrect details
as per their Aadhaar, For
Instance, we don't need acer-
tificate ifthe difference indate
ofhirth withthatin Aadhaaris
avearorless, orifthegenderis
notmentioned, Theemployes
needs to give Aadhaar details
ontine, which are verified by
the back office and changes
approved in the system,

You have decided to
increase equity alloca-
tionto 5% thisyear,and
unitize the eguity cor-
piss, By when will this,
happen? What hﬂpﬁﬁﬁﬁ
to the money thus fay
invested inequities?
Weare planningtoaccount
for the equity component by
next financial year. Going for-
ward, employeeswill have two
accounts. The cash account
will have 85% of the contribu-
tions and will accumulate
interest the way it happens
now. The equity account will
havetheremaining 15% of the
contributions, This account
will be unitized and employees
can {rack their fund value by
looking at the NAY and units
held by them. Everythingelse
remainsthe same, with respect
towithdrawals, advancesand
transfer rules, Employees will
havethefreedomtodecidethe
account they would like to
withdraw money from.
Talking about the existing
corpus, sofar we haveinvested
Rs835,000 crore through
ETFs. Weareyettotakeacall
onhowand whentoretire this
investmeni. The Ceniral
Boardof Trusteesisyet totake
acallonthisbut wewillhaveto
liguidate the corpus eventu-
ally at the appropriate time,

The Employees’ Pension
Scheme (EPS) alsogot a
1ot of aitention this year
after a Supreme Court
order last year allowed
cmployees to increase
their contribution to EPS
andincrease pension eli-
gibility. This is going to
increase EPFO’s Habili-
tes. How areyou prepar-
ing for it?

EPS #s a defined benefit
scheme where the pension is
given based on aformula and
it'snot fully based on the con-
tributions. Yes, till 2014 there
wasarulethatallowed amem-
berto contribute on a higher
salary in order o get a higher
pension as the pension for-
mulaisbased on the terminal
averagesalary from which you
contribute into the EPS, Nowa
fewyearsback when the inter-
est rates were high, people
preferred fixed deposits and
PF deposits as they chose to
contribute on the minimum
salary (8.33% of Rs6.500) to
the EPS even when their sala-
ries were more. Now with the
decreasing Interest rate trend,
EPSlooks much more attraci-

loyer

iveasitisadefined benefit sys-
tem. And so many erstwhile
members want to pull the
money from the banks, pay
arrears to the EPFO and get a
higher pension. But thereisno
provision in the statute to
makearetrospective pension
coniribution to the EPS. The
clamonr around EPS hap-
pened because interest rates
are falling and defined pension
systemn looks attractive, Butwe
need torealise thatin afalling
interestregime, EPS itselfcan-
not {ake new commitments
which will weaken it

* The position in this matter
has been clavified by EPFO,
Only those employees that
wergconiributing 12% oftheir
actual salaryand not 12% ofthe
capped wages on monthly
basis earlier to the EPFQ are ¢
eligible to increase their con-
iribution inthe EPSbyagree-
ingtocontribute 8.33%of the
actual salary andnot 8.33%of -
the capped wages to the EPS.
They need to make a request
and EPFO will reclassify the
money from EPT io EPS. For
those who have withdrawn -
their money from provident
fund, they will need to plough
backthedueamountwiththe
interest accrued to EPS.

Also keep in mind that the
provision to increase the con-
triblitions to EPS wasallowed
1ill 2014-and not after that, So
the reclassification is mainly
important only for peoplewho
leftthe EPFObefore 2014, For -
those who are still contribut-
ing to EPS, the 2014 amend-
ment nolonger allowsthem to
increase their contributions
beyond the capped wages. For
people who retired before
2014, we have a rough esti-
mate on the liabilities. The
matter relating to exempt
establishments is sub-judice.

Howdoyouleokbackat
2017 and what are the +
challenges ahead?
Ourbiggest achiovementas
an institution that manages
corpus for 47.5 million
employees is the centraliza-
tion of our systemand that has
speeded many things. We
werealsoabletoputinplacea
default management frame-
work where we track default-
ing establishmentswhodon’t
credit moneyon time and take
legal action against them. In
fact, we also publish the list of
defaulting establishmentsand
over time this numberiscom-
ing down, We now offer value-
added services that let you
makewithdrawals instead ofa
mere check of your passbook
online, Thereisnowan EPFO
appin Umang that you can use
toaccess EPFOonline services
from vour smartphone, Butall
of these services depend on
people linking their Aadhaar,
whichisthe nextbig challenge
for us. So far we have only 15
million employees that have
seededand verified their Aad-
haarwith their UAN, Weneed
all the employees to verify
their Aadhaar to the UAN so
that we can go paperiess and
all applications are online,
Thenthereareno formstobe
filled and submittedjust your
UAN, theservice you wantand
Aadhaar for verification is all
thatyouwillneed. Weplanto
go paperless by the 15 August
next year, The next big chal-
lenge is to clean the old data-
base and merge old accounts.
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