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Greetings Dear NPS Subscriber,

Welcome to the Second Series of Newsletter for Govern-
ment Employees under National Pension System (NP S). First of
all let me thank you for your overwhelming response to the first
Newsletter that was sent in November 14. In the feedback re-
ceived, a majority of the subscribers stated that they wanted to
know more about the Taxation angle of NPS. After the recent
Union Budget, it has become necessary to delve into this topic of
Tax Savings through NPS.

One of the key advantages of retirement planning through
NPS is that while saving for your future, you get to enjoy tax
benefits today, as NPS comes with a unique mix of Tax advan-
tages.

We are presenting an illustration, which will provide you with
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What this effectively means?
As a subscriber under the Government sector model, you contrib-

ute 10%of your salary (Basic +DA) matched by a co-cortribution from
the employer (Govemment) which goes into your NPS account. Subject
to a limit of the 10% of Salary, you can claim your contribution as a tax
deduction.

For FY 2014-15, under the present tax regime, if your salary
(basic +DA) is Rs.4.00/ 10.00 Lakh; your contribution is Rs.0.40/1.00
Lakh, you can claim the complete amount as tax deduction within the
overall ceiling of Rs.1.00 Lakh. But if your salary is say, Rs.15.00 Lakh
and your NPS contribution is Rs.1.50 Lakh, your tax deduction will still
be confined to the ceiling of Rs.1.00 Lakh only.

However, for FY 2015-16, this limit has been raised such that, if
you are confribuing upto Rs.1.50 Lakh, subject to contribution being
10% of salary, you can claim the full amount as tax deduction.

Since your employer is also contributing towards your pension
account, you can avail an additional deduction of 10 %of salary (basic
+DA) ws 80 CCD(2) irrespective of any limit, over and above the over-
all ceiling of Rs.1.50 Lakh ws 80 CCE. This means that you can addi-
tionally claim tax deduction on the total amount of co-contribution by
your employer, subject to that being 10% of your salary (basic + DA).

Also, for FY 2015-16, you can invest an additional amount of
Rs.50,000 (or more) to your NPS Tier | account and claim tax deduc-
tion on the same, subject to a maximum of Rs.50,000. You may note
that NPS is now the only investment vehicle which allows you this addi-
tional tax deduction.

How do all these bring about a change in your tax outgo?
As shown in the illustration your, your tax savings would effectively

go up. By investing in NPS, the limit for tax deduction claim will now go
up from Rs.1.00 Lakh to Rs.2.00 Lakh, a surge of almost 10094
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It has been our endeavour to provide you
with a low-cost-viable-retirement product buik on
highly efficient & technologically superior IT plat-
form. Not only is it important to save for refire-
ment, but also to save effectively and efficiently.

NPS provides that optimal mix of prudence,
safety, return, and regulation that helps your
money to grow in the best possible way.

We trust you have been receiving emails,
SMSs and your SoTs (Statement of Transac-
fions) from the CRA from time to time.

In case, you require any further information
you may visit our website —www.pfrda.org.in or
the CRA- Central Recordkeeping Agency web-
site— www. npscra.nsdl.co.in.

With Regards
Hemant G. Contractor
Chairman, PFRDA
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