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STEVEN D. Hayworth,
chief executive of Gibral-
tar Private Bank and

Trust, is thrilled that his daugh-
ter will be working this summer
at a women’s clothing store be-
fore heading to college in the
fall. It is not the particular job
that pleases Hayworth. Rather,
he is hoping his daughter will
make the connection between
how much she earns each day
and what that will buy.

“As a parent who has worked
his whole life and has had a little
bit of success in my career, one
of the huge life lessons I learned
early on is the value of a dollar,”
said Mr. Hayworth, whose bank
is based in Coral Gables, Fla.
“Particularly for children of up-
per-middle-class and affluent
families, there’s no perspective
on value. When the new Range
Rover pulls into the driveway,
there’s no concept of how many
hours of hard work went into
owning that vehicle.”

Unlike many collegebound
children today, Hayworth’s
daughter would have had no
worriesifshehadnotbeenableto
find a job. She could have spent
thesummerbythepoolknowing
herparentshadthemoneytoput
herthroughcollege.

But the fact that she does
not have to work is exactly
what worries Hayworth and
many other affluent parents.
The recession and tight job
market have made it impera-
tive to teach their children the

value of work. They worry
about that, it seems, more than
about any short-term swings in
their portfolios.

“This is a tremendously con-
fusing time for families,” said
Matthew E. Brady, head of
wealth advisory in the Americas
for Barclays Wealth. “The issue
of children is the most impor-
tant topic that affects our
clients. It’s the topic that comes
up most consistently in every
conversation.”

Awholecoterieofexpertshas

sprung up in the last few years
to coach the children of afflu-
ence into the working world.
Gibraltar offers classes in “fi-
nancial lifeskills” thatcover top-
ics including saving, preventing
debt and how money affects
friendships. J.P.MorganPrivate
Bank offers what it calls “Next
Generation Leadership” semi-
nars.

This may seem unnecessary,
unfair or worse to parents with
fewer means and just as many
concerns about their children’s
futures. But the central issue for
all parents is the same: how do

you raise children who are
productive? With summer near,
this is a good time to review how
parents can truly help their
children.

Parents of various means are
facing the prospect of adult chil-
dren who have to move home
because they cannot find a job.

Brad Klontz, a financial psy-
chologist and co-author of
“Mind Over Money” (Broad-
way Business, 2009), said par-
ents should set ground rules
from the outset, including
charging children rent. ◆

—NYT
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PRIYANKAChugh,24,
works as a senior BPO
executive in Gurgaon,
Haryana. In the last

four years, she has changed
threecompaniesandhasneither
botheredtowithdrawnor trans-
ferhermoneylying inthreeEPF
accounts. “It is quite a hassle. I
tried to withdraw money from
my first company but the
process is so cumbersome. In-
stead of wasting my time, effort
and fuel, it is better to forget
about the little money that I've
accumulated,” saysPriyanka.

While EPF can be one of the
potent tools for saving for the
sunsetyears,archaicstructureof
the organisation is acting as a
major bottleneck. Priyanka is
just one of the many account
holders whose money is lying
unclaimedwiththeEPFO(Em-
ployee Provident Fund Organi-
sation).Alotofpaperworkanda
non-transparent system that
governs the country's provident
fund system, till date, refrains
people fromattemptingtowith-
draw money. It is about time
that thegovernment takessome
steps and makes the system
more investor friendly.

With theeffectofcompound-
ing, contributions made by you
every month can amass great
wealth by the time you retire.
Takethis for instance.A25-year-
old, with a basic salary of Rs
6,000 can aggregate more than
Rs 1 crore if he works till 58
yearsof in service.

According to the information
available on the EPFO website,
the total financial corpus man-
agedbytheEPFOis inexcessof

Rs 2,00,000 crore ($50 billion).
Thereareatotalofabout40mil-
lion contributing and non-con-
tributing members in about
450,000coveredestablishments.

CHANGES THAT SYSTEM
NEEDS
CENTRALISE THE DATABASE.
EPFO manages money of
more than 4 crore people work-
ing in the private sector in the
country. Still there is no central
database maintained by the or-
ganisation, which makes it very
difficult for an employee to
check the running balance and
other details. “In an era of very
high level of mobility and con-
tractulisation, EPFO should
have a central database. It has
rather moved away from that
and computerised its branches.
Each account is maintained in
one place, whereas in a country
like India, we should have a
central database,” said Ajai
Singh, former chief executive
officer, EPF India.

Adds Veer Sardesai, a Pune-
based financial planner: “It is
good to have 8.5 per cent tax-
freereturnfromtheinvestments
made in EPF account. How-
ever, the inability tokeepatrack
of the investment and accumu-
latedwealthsometimesdiscour-
ages investors fromwithdrawing
the money when they move to
different organisations. If the
wholesystemiscomputerisated,
it wil make the process smooth
andmoreefficient.”
MAKE THE RETURN MARKET-
LINKED. Although an assured
tax-free return of 8.5 per cent
looks good when we are plan-
ningforretirement, it iscertainly

a liability on part of the govern-
ment and makes the scheme
economically unviable. “Pen-
sionschemesusuallyoffereither
guaranteed contribution or
guaranteed returns. However,
EPFOoffersboth.Weareoffer-
ingguaranteeonbenefit regard-
lessof inflationandreturnsgen-
erated through investments.
This should be changed,” says
Singh.
LIMITED WITHDRAWALS. Unlike
the New Pension Scheme,
EPFO allows partial with-
drawals in case of 43 cases. Ac-
cording to experts, this should
belimitedtoafew.“Potentially if
you are working for 45 years,
you can actually withdraw
money from your EPF account
43 times, once in a year, citing
one of the reasons that are al-
lowed by the EPFO. This de-
feats the purpose of savings for
retirement. EPFO should allow
withdrawals only a few times,”
said a senior EPF official on the
conditionofanonymity.
DIFFERENTIAL TAX TREATMENT.
As of now, EPFO has EEE tax
treatment. This means, you get
a tax exemption at the time of

contribution, tax benefit at the
timeof investmentandnotax li-
abilityat the timeofwithdrawal.
“Ideally, this scheme was made
for blue-collared workers that
earn Rs 6,500 per month. It was
optional for others. However,
over the years, white-collared
workers have made the maxi-
mumbenefitoutof this scheme.
It shouldbechangedandpeople
that earn more than Rs 6,500
per month should pay tax at the
timeofwithdrawal,” saysSingh.
UNIQUE IDENTIFICATION NUM-
BER. While plans were initiated
in the early 2000s to introduce
a social security number for
every EPF account holder,
nothing has been done yet.
Reinventing EPF India, a pro-
gram by EPFO that wanted to
usher in administrative
changes fell flat and nothing
took place. “There should be a
common account number like
in the case of NPS. This will
make the system more user-
friendly and portable,” said
Vishal Dhawan, a Mumbai-
based financial planner.
GREATER FLEXIBILITY IN INVEST-
MENTS. Even though EPFO has

appointed pension fund man-
agers, contributors do not have
the flexibility to choose their
own investment options. “Eq-
uities are by far the best vehi-
cles to accumulate a nest egg.
And EPFO offer a very potent
tool for retirement. However,
the restrictions on the invest-
ment choice is a major hin-
drance. The government

should offer freedom to the in-
vestors in terms of choosing
funds and pension fund man-
agers,” said Dhawan.

While the government delib-
erates on these changes, make
sure you integrate your account
with the new one whenever you
changeyour job. ◆
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Reliance Life Insurance launches
Traditional Investment
Insurance Plan
RELIANCE Life Insurance Company has launched Re-
liance Life Traditional Investment Insurance Plan. It is
a regular premium plan that will offer a guaranteed
investment return at the beginning of every financial
year during the product term. The accumulation rate
for financial year 2010-11 is 7.75 per cent per an-
num. It will also offer a separate account - accumula-
tion account - for each policyholder to maintain their
guaranteed investment returns for every year. Any-
body with the age bracket of 30 days up to 70 years
can buy this policy. The fixed sum assured under the
plan is 7.5 times of the annualised premium, while
the minimum tenure of the policy is 10 years and the
maximum is 30 years.

Tata Mutual Fund revises
exit load structure under
its Treasury Manager Fund
TATA Mutual Fund has revised the exit load structure
under its scheme Tata Treasury Manager Fund. As
per the revision, scheme will charge an exit load of
0.25 per cent, if units are redeemed within 30 days
from the date of allotment. Currently, the scheme
does not charge any exit load. The revision will be ef-
fective from June 1, 2010. The revised load structure
will also be applicable for subscription through sys-
tematic investment plan (SIP) and systematic trans-
fer plan (STP). Tata Treasury Manager Fund is an
open-ended debt scheme that invests predomi-
nantly in a portfolio of money market and other short
term debt instruments.

Mirae Asset Mutual Fund
launches Mirae Asset Emerging
Bluechip Fund
MIRAE Asset Mutual Fund has launched Mirae Asset
Emerging Bluechip Fund, a new open-ended equity
scheme. The new fund offer will be open for sub-
scription from May 24 to June 22. The scheme will
invest predominantly in domestic equities and eq-
uity-related securities of companies that have mar-
ket capitalisation of atleast Rs 100 crore at the time
of investment but are not a part of the top 100 stocks
by market capitalisation. It will charge an exit load of
1 per cent, if the units under the scheme are re-
deemed within a year from the date of allotment.
The scheme will be managed by Gopal Agrawal and
Neelesh Surana and benchmarked against CNX
MIDCAP Index.

Reliance MF changes
minimum investment
amount under its scheme
RELIANCE Mutual Fund has decided to change mini-
mum investment amount under Reliance Dynamic
Bond Fund. As per the revision, the minimum invest-
ment amount will be Rs 5,000. The change will be
effective from May 31. Reliance Dynamic Bond Fund
is an open-ended income scheme with investment
objective to generate optimal returns consistent
with moderate levels of risks. This income may be
complimented by capital appreciation of the portfo-
lio. Accordingly, investments shall predominantly be
made in debt instruments. The scheme is managed
by Prashant Pimple and benchmarked against Crisil
Composite Bond Fund Index

Axis Mutual Fund unveils
Axis Income Saver
AXIS Mutual Fund has launched Axis Income Saver
Fund, a new open-ended income fund. The new
fund offer will be open for subscription from May 24
to July 16. The scheme will generate regular income
through investments in debt and money market in-
struments, along with capital appreciation through
limited exposure to equity instruments. It also aims
to manage risk through active asset allocation. The
scheme plans to allocate assets between equity and
debt through a quantitative asset allocation tool
with a target of limiting maximum downside to 5 per
cent in a calendar year. The maximum exposure to
equity would be maintained at 35 per cent. The
scheme will be managed by Ninad Deshpande and
Pankaj Murarka.

Oriental Bank of Commerce ties
up with Birla Sun Life MF to
distribute mutual funds
ORIENTAL Bank of Commerce has tied up with Birla
Sun Life Mutual Fund to distribute its mutual fund
schemes through its bank branches across the coun-
try. The arrangement is excepted to symbiotic to
both partners as Birla Sun Life Mutual Fund will be
benefited by extensive network of the branches of
Oriental Bank of Commerce. This will help the AMC
widen its reach. Oriental Bank of commerce on the
other hand will be able to provide a bouquet of
products, offered by different mutual fund compa-
nies, suited to cater different segments of investors
community.

Birla Sun Life Basic Industries:
Discontinuation of dividend
trigger plan
Birla Sun Life Mutual Fund has decided to discon-
tinue the dividend trigger plan under Birla Sun
Life Basic Industries, with effect from July 1. The
fund house will not allow issue of any fresh pur-
chase or additional purchase or swith-in(s) in DTP
offered under the scheme with immediate effect.
The existing unitholders can either redeem or
switch their investment to any other open-ended
scheme of Birla Sun Life Mutual Fund from June 1
to June 30 without any exit load. Those who do
not opt the exit option by June 30 would auto-
matically be converted and served under divi-
dend payout facility. ◆
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■ REFORMS

Craving for change
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IMPORTANT FORMS
FORM-19 : To claim final settlement of Provident Fund by a member.
FORM-20 : To claim Provident Fund by nominee or legal heir on death

of the member.
FORM-10-D : To claim pension
FORM-10-C : To claim withdrawal benefit or scheme certificate under

Employees' Pension Scheme '95.
FORM-5IF : To claim assurance benefit under Employees' Deposit Linked

Insurance '76 by nominee/legal heir of a member.
FORM-31 : To claim temporary withdrawal or advance under Employees'

Provident Fund scheme '52.
FORM-13 : To effect transfer of Provident Fund/Pension from one

A/C to another.

Decode your PF statement

After the end of every financial year, every organisation that
contributes to the EPFO submits a statement to the organisation. And
subsequently, EPFO sends in an annual statement of record. Every year,
your employer hands over this EPF slip to you. However, most of the
times we do not pay attention to this slip and tuck it nicely in our
record file.
This time, take a look and read it to find our how much have you
accumulated so far. After all, it is your retirement money.

Accumulation
Every month your employer deducts 12 per cent of your salary (basic
plus dearness allowance and retaining allowance, if any), contributes
an equal amount and invests it in EPFO on your behalf. Of the
employer's contribution, 8.33 per cent goes into the Employees'
Pension Scheme, which offers you pension for life starting at the age of
58 years. The remaining 3.67 per cent goes towards your PF. Currently,
this kitty earns 8.5 per cent yearly, and is tax-free.

How to read the statement?
Account number. It's an alphanumeric code. The first two letters indi-
cate the state from which money is contributed. The next five digits are
the employer's code, followed by the employee's code.
OPENING BALANCE. This is the amount that is carried forward from
previous financial years. It is divided into two sub-heads - employee's
and employer's contribution. These subheads mention the amount con-
tributed by the employer and the employee and the interest accrued.
INTEREST. Gives you detail of the interest accumulated on the entire corpus.
CONTRIBUTIONS. Payments made by you and your employer during
the financial year.
REFUND OF WITHDRAWALS. This reflects the amount you repaid, in case
you took any advances.
WITHDRAWALS. This gives details of any partial withdrawals or advances
CLOSING BALANCE. Sum of contributions made by the employer and the
employee for the previous and the current year.
NON-CONTRIBUTORY PERIOD. This column tells you about the period in
which contributions were not made.

■ CATCHING ’EM YOUNG

Teaching children of wealth managers how wealth works
A whole coterie of experts has sprung up to coach rich children into the working world

Despite being the biggest and formal retirement saving scheme for people in the country, the Employees
Provident Fund hasn’t kept up with the times
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