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Withdraw provident fund only for medical emergency
Tinesh Bhasin & Priya Nair | Mumbai Apr 20,2016 10:36 PMIST

With the government completely rolling back the recent guidelines on the withdrawal of

provident fund, employees saving through this instrument would be a relieved lot.

Though the option to dig into your retirement savings has been restored, individuals should
only withdraw the provident fund (PF) in case of emergencies, according to financial
planners. “We would suggest only touching retirement savings if there’s a medical
emergency and the person doesn’t have any other option but EPF. The person should
replenish it as soon as he/she can,” says Malhar Majumder, a certified financial planner.
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The employee provident fund (EPF) subscribers can withdraw money for purchase,
construction or renovation of a house, repayment of home loan, and expenses on education,
and medical treatment. These are subject to certain conditions. Majumder says buying a
house, education or marriage are not emergencies. A person can buy a smaller house or
delay construction or renovation if he/she doesn’t have the funds. He/she can also look at
cutting on marriage expenses than dipping into retirement savings. “Provident fund should
not be the fund for last resort. It’s for retirement and should remain that way,” says

Majumder.

Another option for withdrawal of PF would be when a person is emigrating and winding up all

investments in the country.

“For other events, a person can cut down expectations or take a loan rather than
withdrawing money from PF,” says Vishal Dhawan, chief financial planner at Plan Ahead
Wealth Managers. According to Dhawan, a person can dip into retirement savings when
he/she embarks on an entrepreneurial journey or there’s a sudden job loss for which he/she
has not planned a contingency fund. He suggests a person strictly put this money in a fixed
instrument that can give regular money until things get better. “Not even a small part of the
principal should be spent on any expenses. The money should be used only for temporary
liquidity,” says Dhawan.
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ALSO READ: EPF and NPS: A checklist

“Restriction on withdrawal of EPF was a good idea but not well executed. It should have
been introduced gradually,” says Majumder. The government has been trying to make
changes to the EPF to bring it at par with the National Pension Scheme and is also making
amendments to create a pension society. The ministry of labour and employment had issued
a gazette notification with a few significant changes to the provident fund.

According to the notification that has been rolled back, the government had increased the
age from 55 to 58 years for full withdrawal of EPF money. This meant, even if you retired
early, you waited until 58 to withdraw the entire amount. The change in age also meant that
the member could not withdraw 9o per cent of the corpus until the age of 57. Till now, EPFO
had allowed a member to withdraw 9o per cent a year before retirement, which was 55
years.

The guidelines had also restricted full withdrawal of EPF money after leaving a job and being
unemployed for two years. The employer’s contribution and interest on it had to remain in
the PF account till the age of 57, according to the scrapped notification. This also meant if a
person was enrolled with EPFO, he/she could not end the membership until the age of 57.
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EPFO to launch system for discouraging premature withdrawals
Press Trust of India | New Delhi Apr 25,2016 12:32 AM IST

NEXT ARTICLE

Retirement fund body Employees' Provident Fund Organisation (EPFO) plans to launch 'One
Employee One Employees' Provident Fund (EPF) Account' system on May 1 to dissuade
premature provident fund (PF) withdrawals and encourage state governments to join its
pension system.

The decision was taken on April 21 in EPFO's internal meeting, a day after after the
government rolled back its decision to tighten PF withdrawal norms restricting subscribers
to withdraw employer's share of PF contributions (3.67% of basic wages) before the age of 58
years, among others.
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During the meeting, EPFO's Central Provident Fund Commissioner V P Joy discussed about
the unrest regarding the PF withdrawal norms.
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Joy emphasised the need for effective communication with employees and employers and

®

stated that frequent withdrawals by employees on each job change, which is also encouraged
by employers, need to be addressed by good service and simple interface.

He was of the view that employers and employees must be able to view and access the
money trail pertaining to their individual profiles.

"Improvement in services and better pension systems would mean that we can open an
additional channel for pension services," he said.

"If the EPFO services and schemes are made more employee friendly then a reference can

be made to state governments for joining the EPF pension systems," he added.

Joy also informed his colleagues that EPFO proposes to launch a system of 'One Employee
one EPF Account' on May 1.

He stated that once EPF services are improved then more people will voluntarily join the
EPF system.
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On the issue of compliance by municipalities, Joy stated that legal actions for enforcing
compliance in respect of all employees, whether regular or contractual be taken by all field

offices.

He stated that all running contracts as well as future contracts by municipalities be examined

to enrol all eligible employees and to secure compliance.

Joy raised the specific issue of PF default by tea gardens and plantations and informed that a
departmental order has been received from commerce secretary to take action against such

plantations.
He also stated that reference be made to tea board and to concerned state governments to

find out who is the owner of the land on which tea garden is situated and make the owner

liable for payment of statutory dues.
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