
1 

National Pension System (NPS) 
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Entities in NPS Structure 

PFRDA 
Regulatory Body 

NPS TRUST 
Supervision of Intermediaries 

TRUSTEE 
BANK 

(AXIS Bank) 
Day to Day Flow of 

Funds 

SEVEN FUND 
MANAGERs 

Investment of Funds 

CRA 
(NSDL for ONGC) 

Record Keeping, 
Administration & 

Servicing 

PoP  
(UTI AMC Ltd 

for ONGC)  
Subscriber 

Registration & 
Servicing 

SUBSCRIBER 

CUSTODIAN  
(STOCK HOLDING 

CORPORATION OF INDIA)  
Asset Maintenance 

ANNUITY SERVICE 
PROVIDER 

To be decided at the time of 
Retirement for annuity 

payout 
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NPS Background 

ωA voluntary, defined contribution retirement savings scheme designed to enable systematic savings during 
the subscriber's working life 

ωAn attractive long term investment avenue to effectively plan for retirement  

ωRegulated by PFRDA, with transparent investment norms 

NPS is :- 

ωJan 2004 was aimed at individuals newly employed by the Central Government, excluding armed forces 

ωMay 2009 opened for All Citizens of India 

ωDec 2011 customized Ψ/ƻǊǇƻǊŀǘŜ Sector aƻŘŜƭΩ was launched to suit the requirement of various 
organizations and their employees within the purview of employer-employee relationship 

Launched In :- 

ωSubscriber needs to open an account with the registered POP (Point of Presence) Service Providers (UTI MF ) 

ωEach subscriber is allotted a unique Permanent Retirement Account Number (PRAN) by Central Record 
Keeping Agency (CRA )and provides access to the account 

 

How to Join :- 

ωOffers a range of investment options to employees - the scheme allows individuals to make decisions about 
where their pension fund is invested 

ωTax efficient withdrawal  is available  

Investment & Withdrawal :- 
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Why NPS ? 

Retirement 
Planning 

ωInvest small 
amounts to 
build a large 
corpus for 
pensions 

Tax Saving  

ωProvides tax 
rebate under 3 
sections of IT 
Act 

ωu/s 80 CCE 

ωu/s 80 CCD (IB) 

ωu/s 80 CCD (2) 

Flexibility 

-Can even start 
the account 
with a 
minimum of 
Rs.1000/- per 
year, with no 
upper capping 

Portable 

- Choice to 
change the 
Fund Manager 
and Asset 
Allocation 

 

Easy to operate 

-Easy 
administration-
all processes 
are available 
Online. No 
dependency on 
the 
Organization 
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Features ς At a Glance 

Entry And Accumulation Phase*  
18 to 65 years 

NPS provides a platform for saving to create a 
corpus, to enable subscribers for purchasing 

Annuity post retirement 

Age Group 

Annuity / Pension 
Phase 

60  years onwards, 
as decided by the 

subscriber  

*  Subscriber has the option to extend the accumulation phase till 70 yrs 

ω Citizen of India; Resident or Non-Resident 

ω Age between 18-65 years, as on date of joining 

ω Salaried or Self Employed 

ω Minimum contribution is Rs.1,000/- p.a 

ω Exclusive Tax benefit in Tier 1 NPS under Section 80 CCD (1B) and 80 CCD (2)  

ω Each subscriber is allotted a unique Permanent Retirement Account Number 
(PRAN) by CRA and provides access to his account 
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NPS Tax Benefits ς At a Glance 

IT Section  
80 CCE 

Individual 
Contribution 

 
Tax deduction on account of contribution by the subscriber to 
NPS can be claimed  up to 20% of salary (Basic + DA)/ Annual 
Income under 80 CCD(1), subject to overall ceiling of Rs. 1.50 
lacs u/s 80 CCE of Income Tax Act 1961 

 

IT Section 
 80 CCD (1B) 

Individual 
Contribution 

 
Additional tax deduction on investment up to Rs. 50,000 in NPS 
has been introduced under sub-section 80CCD (1B).  This is over 
and above the Sec 80 CCE limit of  Rs.1.5 lacs 

 

IT Section  
80 CCD (2) 

9ƳǇƭƻȅŜǊΩǎ 
Contribution 

Lƴ ŀŘŘƛǘƛƻƴ ǘƻ ǘƘŜ ŀōƻǾŜΣ ¢ŀȄ ŘŜŘǳŎǘƛƻƴ ƻƴ 9ƳǇƭƻȅŜǊΩǎ 
Contribution to NPS upto 10 % of salary (Basic + DA) can be 
availed under Section 80 CCD(2) *  

To avail the Tax Benefit under IT section 80 CCD (2), the Employer has to register the Corporate with PFRDA 
under Corporate Model 

The Tax benefit under IT section 80CCD (1B) and IT section 80 CCD(2) are exclusive tax benefits for the 
investments under NPS 

+ 

+ 

* However the Budget of FY 2020-21 has proposed a monetary limit on the tax-exempt contribution 
9ƳǇƭƻȅŜǊΩǎ /ƻƴǘǊƛōǳǘƛƻƴ ǘƻ bt{ ŀŎŎƻǳƴǘΦ !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ǇǊƻǇƻǎŀƭΣ ŜƳǇƭƻȅŜǊϥǎ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ 9tC Σ 
NPS and Superannuation Fund exceeding more than Rs 7.5 lakh in a financial year will be taxable in 
the hands of an employee 
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Selection of  Pension Fund Manager (PFM) and 
Investment Options 
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Pension Fund Managers: 

UTI Retirement Solutions Limited 

LIC Pension Fund Limited 

SBI Pension Funds Pvt. Limited  

ICICI Prudential PFM Company Limited 

Kotak Mahindra Pension Fund Limited 

HDFC Pension Fund Limited 

Birla Sun Life Pension Management Ltd. 

Employees of ONGC ltd has Option to Choose PFM and Investment Choice  

Selection of Investment Option 

1. Selection of Pension Fund 2. Selection of Investment Choice 
(Selection of Asset Mix of E,C,G &  A) 

Active Choice 

Auto Choice 
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Selection of Investment Choice - Asset Allocation 
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Selection of Investment Choice-Asset Allocation 
Subscriber decides allocation pattern amongst E, C ,G and A Active Choice 

Asset Class Cap on Investment 

Equity (E) 75% 

Corporate Bonds (C )  100% 

Govt. Securities (G) 100% 

Alternate Investment Funds (AIF)  5% 

 Age (years)  Max. in 

Scheme E  

Max. in 

Scheme C  

Max. in 

Scheme G  

Max. in 

Scheme A  

Upto 50  75.00%  100.00%  100.00%  5.00%  

51  72.50%  100.00%  100.00%  5.00%  

52  70.00%  100.00%  100.00%  5.00%  

53  67.50%  100.00%  100.00%  5.00%  

54  65.00%  100.00%  100.00%  5.00%  

55  62.50%  100.00%  100.00%  5.00%  

56  60.00%  100.00%  100.00%  5.00%  

57  57.50%  100.00%  100.00%  5.00%  

58  55.00%  100.00%  100.00%  5.00%  

59  52.50%  100.00%  100.00%  5.00%  

60 & above  50.00%  100.00%  100.00%  5.00%  
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Life Cycle Fund Asset Class E Asset Class C Asset Class G 

Aggressive (LC 75)   Maximum 75% , 
reduces to 15% 
with increasing 
age 

Starts with 10% allocation , 
increases by 1% with 
increasing age each year till 
age 45. Then reduces again  
from age 50 to 10% 

Minimum 15% , 
increases to 75% with 
increasing age 

Moderate ( LC 50) Maximum 50% , 
reduces to 10% 
with increasing 
age 

Starts with 30% allocation , 
decreases by 1% with 
increasing age to 10% 

Minimum 20% , 
increases to 80% with 
increasing age 

Conservative (LC 25) Maximum 25% , 
reduces to 5% 
with increasing 
age 

Starts with 45% allocation , 
decreases by 2% with 
increasing age to % 

Minimum 30% , 
increases to 90% with 
increasing age 
 

Funds managed on the pattern of a lifecycle fund 
Default Choice - Moderate Life Cycle Fund 

Auto Choice 
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Asset Allocation under Auto Choice 

Age  

Aggressive Life Cycle Fund  
(LC-75)  

Moderate Life Cycle Fund  
(LC-50)  

Conservative Life Cycle Fund  
LC-25)  

Asset Class  (in %)  Asset Class ( in %)  Asset Class (in %)  

E  C  G  E  C  G  E  C  G  

Up to 35 years 75 10 15 50 30 20 25 45 30 

36 years 71 11 18 48 29 23 24 43 33 

37 years 67 12 21 46 28 26 23 41 36 

38 years 63 13 24 44 27 29 22 39 39 

39 years 59 14 27 42 26 32 21 37 42 

40 years 55 15 30 40 25 35 20 35 45 

41 years 51 16 33 38 24 38 19 33 48 

42 years 47 17 36 36 23 41 18 31 51 

43 years 43 18 39 34 22 44 17 29 54 

44 years 39 19 42 32 21 47 16 27 57 

45 years 35 20 45 30 20 50 15 25 60 

46 years 32 20 48 28 19 53 14 23 63 

47 years 29 20 51 26 18 56 13 21 66 

48 years 26 20 54 24 17 59 12 19 69 

49 years 23 20 57 22 16 62 11 17 72 

50 years 20 20 60 20 15 65 10 15 75 

51 years 19 18 63 18 14 68 9 13 78 

52 years 18 16 66 16 13 71 8 11 81 

53 years 17 14 69 14 12 74 7 9 84 

54 years 16 12 72 12 11 77 6 7 87 

55 years 15 10 75 10 10 80 5 5 90 

Percentage in E,C,G will be constant till age 35 and thereafter will change as per the table 
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Comparative ς Superannuation plan ς NPS 
 NPS Super -Annuation plan  

Tax benefit 

*No cap on amount. Upto 10% 
ƻŦ .ŀǎƛŎ Ҍ 5! 9ƳǇƭƻȅŜǊΩǎ 

Contribution exempted under 
80ccd2**. This amount is over 

and above 80C 

*Cap of Rs 1.5 lacs investment is taxfree. 
Beyond this is taxabale 

Ease of 
operation 

9ƳǇƭƻȅŜŜǎΩ ƛƴŘƛǾƛŘǳŀƭ  !κŎ ƛǎ 
opened. Online operated by 
employees, whether he is in 
the organization or leave or 

superannuate.  No interference 
of Employer. Support , if any, is 

provided by (POP) 

Employee is dependent on Employer, 
from the day of opening of account till 
superannuation, for all its transactions. 

*The Budget of FY 2020-21 has proposed a monetary limit on the tax-exempt 
ŎƻƴǘǊƛōǳǘƛƻƴ 9ƳǇƭƻȅŜǊΩǎ /ƻƴǘǊƛōǳǘƛƻƴ ǘƻ bt{ ŀŎŎƻǳƴǘΦ !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ǇǊƻǇƻǎŀƭΣ 
employer's contribution to EPF , NPS and Superannuation Fund exceeding more 
than Rs 7.5 lakh in a financial year will be taxable in the hands of an employee 

** Section 80CCD2 deduction is the only tax exemption available  for the Employees 
opting for New Tax Regime. 
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Comparative ς Superannuation plan ς NPS 
 

NPS Super -Annuation Fund(SAF)  

Cost  Lowest cost Pension product  Not Available 

Commutation 
or withdrawal 

60% tax-free withdrawal 
allowed.  

 33% tax-free withdrawal allowed.  
 

Flexibility of 
choosing 

Pension plan at 
Maturity  

Any pension plan, any % of 
maturity amount can be 

exercised by the employee on 
superannuation. Limited option available 

Portability 
Asset Allocation and choice of 
Fund Manager (out of seven) is 

with Employees.  

It is upto the Fund Manager to decide 
Investment pattern, within the overall 

limit prescribed by Regulator. 

Transparency 
Returns on investment can been 

seen with invested amount 
anytime online by the 

employee.   

Periodically returns are provided by 
insurance company to the trust. 

Employees are dependent on Employer, 
as Trust Manages SAF and services the 

employees.   
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Comparative ï Superannuation plan ï NPS 

 

Investment Pattern : Upto 15% in 
Equity (E) and  minimum  85% to be 
invested in  Corporate Bonds(C)  and 

Government Securities (G )  

10 YEARS PERFORMANCE IN VARYING RATIO OF EQUITY (E), CORPORATE BONDS (C) 
& GOVT.SECURITIES (G) 

E:C:G 50:30:20 0:50:50 
NPS - Govt. 
Employees 

Return  
Superannuatio

n Fund 

UTI RETIREMENT SOLUTIONS LTD 9.60% 9.90% 9.28% 7.90% 

*source: http://www.npstrust.org.in 

Returns in NPS re subject to market risk, past performance may or may not be sustained in future 


