Withdraw NPS corpus in tranches

o Thisreduces risk of
taking out the money
ata market low

SAIKAT NEOGI
SYSTEMATIC LUMPSUM WITH-
DRAWAL plan (SLWF) in National
Pension System (NPS) enables an
investortowithdrawafixed amount
and let the corpus stay investedin
market-linked instruments. This
allows for compounding to earn
higher returns and reduces the risk
of reinvestmentwith single lump-
sumwithd rawal.

By withdrawing in tranches, an
investor reduces the risk of taking
out money at a market lowand the
remaining fundsontinue togrow in
a mgulalrdmanncr. Forinstance, out
of atotal corpusof € 1 crore at theage
of 60, when 60% of the corpus or
T60kakhis putfor SLWP for 10years,
an investor can eam an additional
income of ¥42 lakh by the time he
tumns 70(See graphic).

Kurian Jose, chief executive offi-
cer,Tata Pension Management, says
instead of a single lumpsum with-
drawal at 60 years, gradual with:
drawal isa smart move.“Continued
investment potentially enables the
corpustogrow inline with orexceed
inflation, helping retirecs maintain
theirpurchasing power.”

The SWP will be provided in the
subscriber loginatthe time of retire-
mient. Hewill have to select the pay-
out frequency {monthly, quarterly,
half-yearly orannually), amountand
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How SWP in NPS works

Total corpus at
age of 60 years: t rs
1 crore 2 60 lakh
Start Annual

Age.  corpus (B growth (%)
60 | 60,00000 4,880,000
41  58,B0,000 4,770,400
42 | 57,50,400 4,60,032
63 56,10,432 4L,A48834
&4 56,59.266 | 4,56,741
65  52,96,007 4,235,681
70 4£2,00,000
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the startdate.The facilitytomodify,
cancel and redeem SWP is provided
inthelogin and subscriberscan even
modify the mandate. The SLWP will
start after 30 days of creationof a
mandate in the system. If on the
scheduled payoutday, sufficientbal-
ance isnotavailablein thelump sum
category then withdrawal will be
executed only for the available
amount and all remaining SLWP
requests will be auto-cancelled.

Enhanced cash flow
The SLWPisavailable in both Tier

landTierllaccountsup tothe age of
75 years. Itwill beapplicable onlyfor
normal exit and not for premature
exit or exitdue to the death of the
subscriber. In case the accumulated
corpusisbelow €5 lakhatthe timeof
maturity, then the subscriber can
withdraw theentire corpus.
Forannuity (40% of the balance
corpusatthe timeof retirement), an
investor has the option to eitheropt
foritimmediatelyat theageof 60
years ordeferit till 75. Annuity rates
increasewith thesubscriber's ageas
insurers calculate payouts based on

the life expectancy. If an investor
purchases an annuity at the age of
75, the higher rates provide greater
monthly payouts, leading to
enthanced long-term financial secu-
rity.“The dual benefit of SLWP and
higherannuity payouts maximisesa
retiree’s cash flow while optimising
corpus utilisation,” saysJose.
Taxation in SLWP

As perSection 10{12A) of the
Income Tax Act, 1961 any with-

drawal upto 6096 from the NS by
the subscriber on dosure or exitof

their account is exempt from tax,
Neeraj Agarwal, partner, Nangia & Co
LLE sayssystematiclumpsumwith-
drawal in NP5 is exempt fromtax,
“Opting for periodic withdrawals
provides asteady flow of additional
tax-freeincome supplementingthe
annuity payments and ensuring a
consistent cash flow post-retire-
ment.Thisstructureis beneficial for
managing day-to-day expenses or
funding specific financial goalsina
phased manner,” hesays,

Atpresent, thereare 1 5lifeinsur-
ance companies empanelled with
Pension Fund Regulatory and Devel-
opmentAuthority toprovide annu-
itytoNPSsubscribers Theyoffervar-
ious opfions such as annuity for life
andjointlifewithreturn of purchase
price, annuity forlife and joint life
annuity without retumn of purchase
price. The returns from annuity will
bre taxed at the investor's marginal
rate,

Final redemption
Subscribers are not required to
contribute afterthe age of 60 ifthey
opt for SLWP I contributions cease
at 60 years, the existing corpus
remains invested and continues to
grow based on the market perfor-
mance and asset allocation. After
attaining 75 years, the investorhas
towithdrawthebalancecorpus.
Buringthe SLWF,aninvestorcan
change the scheme preference or
and pension fund manager. How-
aver, it will beapplicable ontyfor the
lumpsum portion. The annuitypart
will remain as per existing choice
and nochangeswill be applicable.



