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1. Understanding the National Pension System

The National Pension System (NPS) is a defined-contribution, market-linked retirement savings framework

designed to help subscribers accumulate a retirement corpus over time.

Under a defined-contribution arrangement, contributions are invested according to the applicable rules and
investment choices. The final retirement corpus depends on factors such as contributions, investment

performance, charges and the applicable withdrawal rules.

Unlike a defined-benefit pension that promises a specified benefit under its governing terms, an NPS account

does not guarantee a fixed investment return.
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Key features of NPS

e It encourages long-term retirement savings.

e Contributions are invested through regulated pension arrangements.
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e Subscribers may have investment choices subject to the applicable scheme rules.
e Returns depend on investment performance and are not inherently guaranteed.

o Withdrawal and exit conditions depend on the relevant NPS regulations and subscriber category.

2. What Is PFRDA?

The Pension Fund Regulatory and Development Authority (PFRDA) is the statutory regulator responsible

for regulating and developing India's pension sector.

It operates under the PFRDA Act, 2013.

Major functions

Regulation: Establishes and oversees applicable rules for pension intermediaries and schemes.

Subscriber protection: Promotes appropriate disclosures, accountability and safeguards for pension

subscribers.

Market development: Supports the development and orderly functioning of India's pension system.
Supervision: Monitors regulated entities and takes action under its statutory powers when necessary.

Effective pension regulation is important because retirement savings involve long investment horizons, complex

products and decisions that may affect an individual's financial security decades later.

3. What Are Points of Presence?

Points of Presence (PoPs) are authorised service interfaces that help subscribers access NPS-related services.

Depending on their authorisation and the applicable rules, their functions can include facilitating registration,

onboarding, servicing and providing information about pension-related options.

Why are PoPs important?

Many subscribers interact with the pension system through intermediaries rather than directly with every

institution involved in investment management.

PoPs therefore influence the quality of information available at the point when a person joins or makes relevant

choices.

If the information is incomplete, confusing or presented in a biased manner, subscribers may struggle to

understand the options available to them.

4. What Are Pension Fund Schemes and Scheme-Naming Conventions?
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A pension fund scheme determines how contributions are invested under its investment mandate and applicable

regulations.
Scheme names and categories help subscribers identify investment options and distinguish between products.

The supplied article reports that PFRDA has revised the naming conventions for schemes under the Multiple
Scheme Framework (MSF), including the removal of legacy category codes, with changes stated to take effect on

1 December.

The precise regulatory notification should be consulted to establish the detailed naming requirements, affected

entities and implementation conditions.

Why standardise scheme names?

e Clarity: Reduces confusion arising from inconsistent labels.
e Comparability: Makes it easier to identify different options.
e Consistency: Encourages uniform presentation across service interfaces.

e Operational efficiency: Can simplify documentation, data management and subscriber communication.
Standardisation does not mean that all schemes have identical investment strategies, charges or risk profiles.

Subscribers must still compare the substantive features of each option.

5. What Is the Multiple Scheme Framework?

The Multiple Scheme Framework is an arrangement under which eligible pension funds can offer multiple

schemes within the applicable NPS regulatory framework, subject to PFRDA's rules.
Different schemes may vary in investment objectives, asset allocation, risk exposure and other features.

The purpose of presenting options clearly is to help subscribers understand the choices available rather than

assume that every scheme is equally suitable for every investor.
A subscriber's decision should consider the investment horizon, risk tolerance, retirement objectives and the

applicable terms.

6. Why Must PoPs Display Competing Fund Options Transparently?

The article reports that Points of Presence will be required to display competing fund options transparently during

onboarding.
This relates to the economic concept of information asymmetry.

Information asymmetry exists when one party to a transaction has more or better information than the other. In

financial services, intermediaries may understand product features more fully than first-time investors.
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Transparent disclosure can help address this imbalance.

Transparency measure Benefit to subscribers
Clear scheme names Reduces confusion
Display of competing options Improves awareness of alternatives
Comparable scheme information Supports informed evaluation
Disclosure of relevant risks and charges Helps assess suitability
Accessible explanations Supports subscribers with limited financial literacy

Displaying options is not sufficient by itself. The information must also be understandable, accurate and

presented in a way that does not unfairly favour one scheme.

7. How Should Subscribers Compare Pension Options?

Subscribers should assess several factors rather than choosing a scheme solely because of its name or recent

performance.

Investment objective: Does the scheme's purpose align with the subscriber's retirement goals?

Asset allocation: What proportion is invested in different asset classes under the scheme's rules?

Risk exposure: How vulnerable is the investment to market fluctuations and other risks?

Charges: What fees and expenses apply under the relevant arrangements?

Investment horizon: How much time remains before the subscriber expects to use the retirement corpus?
Past performance: Historical returns may provide information but do not guarantee future results.

The appropriate choice depends on individual circumstances and the scheme's governing terms.

8. Major Challenges in Pension Regulation

Low financial literacy

Some subscribers may not fully understand market-linked returns, asset allocation, fees or the effects of long-

term investment risk.

Mis-selling and conflicts of interest
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Intermediaries may create risks if they promote options without adequately explaining alternatives or relevant

disadvantages.

Information overload

Large amounts of technical information can overwhelm subscribers, particularly when disclosures are not

presented in plain language.

Unequal access to financial services

Subscribers with limited digital access or lower financial literacy may find it harder to compare and manage

pension options.

Market uncertainty

Even well-informed investment decisions can experience losses because market-linked schemes are exposed to

financial risk.

9. Way Forward

PFRDA and regulated intermediaries should promote clear, comparable and accessible disclosures. PoPs should
explain relevant risks and charges, present competing options fairly and maintain appropriate records of the

onboarding process.

Regulatory oversight should be accompanied by effective grievance redressal, compliance monitoring and

financial education.

Digital tools can help subscribers compare schemes, but their design should be accessible and should not

substitute misleading rankings or recommendations for balanced information.

10. Conclusion

A well-regulated pension system helps people prepare for retirement and strengthens long-term financial
security. Standardised scheme names and transparent presentation of competing options can improve subscriber
understanding, but they cannot eliminate investment risk. The most effective framework combines clear
disclosures, responsible intermediaries, regulatory accountability and financial literacy so that subscribers can

make decisions suited to their retirement needs.
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