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HDFC Pension Management Company Limited ('HDFC Pension’) presents its Fourth Annual
Report along with the audited financial statements of the Schemes for the year ended March
31, 2017.

During the year ending March 31, 2017, the Company managed the following schemes under

the National Pension System (NPS):
= Scheme E Tier | - Equity market instruments
« Scheme E Tier Il - Equity market instruments
» Scheme C Tier | - Credit risk bearing fixed income instruments
» Scheme C Tier Il - Credit risk bearing fixed income instruments
= Scheme G Tier| - Government securities
« Scheme G Tier Il - Government securities
» Scheme A Tier| - Alternative Investment funds
» Scheme A Tier Il - Alternative Investment funds
» Scheme NPS Lite

(All the above schemes collectively referred as “Schemes” in this document)

The Asset under Management as at March 31, 2017 of all the schemes collectively was
¥1,16,298.76 Lakhs

1. BRIEF BACKGROUND OF THE TRUST, SPONSORS AND PENSION FUND

MANAGEMENT COMPANY

a) THE TRUST

Pension Fund Regulatory and Development Authority (PFRDA’) was established by the
Government of India on August 23, 2003 to promote old age income security by establishing,
developing and regulating pension funds, to protect the interests of subscribers to schemes of
pension funds and for matters connected therewith or incidental thereto.

The National Pension System Trust (‘NPS Trust’) was established by PFRDA on February 27,
2008 with the execution of the NPS Trust Deed. The NPS Trust has been set up and
constituted for taking care of the assets and funds under the National Pension System (NPS) in
the interest of the beneficiaries (subscribers). Individual NPS subscribers shall be the
beneficiaries of the NPS Trust.
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b} SPONSOR

HDFC Standard Life Insurance Company Limited (*“HDFC Life” / “Sponsor”) is the Sponsor of
the Company. HDFC Life is a joint venture between Housing Development Finance
Corporation Limited (HDFC Ltd) and Standard Life plc of UK ( through Standard Life (Mauritius
Holdings) 2006 Limited ). HDFC Life was incorporated on August 14, 2000 as a Company
registered under the erstwhile Companies Act, 1956 (‘the Act’) and licensed by the Insurance
Regulatory and Development Authority of India (IRDAI') for carrying out Life Insurance
business in India.

The Sponsor reaches its customers through 414 offices as at March 31, 2017. At March 31,
2017 the Sponsor has 14,827 employees and 54,516 advisors and is thus well equipped to
cater to the needs of customers.

As at March 31, 2017, the Share capital of the Sponsor stands at ¥ 28 Crores.

c) PENSION FUND MANAGEMENT COMPANY

The Company was incorporated on June 20, 2011 as a Company registered under the Act. It
has been appointed as a Pension Fund Manager ('PFM') by the NPS Trust for the management
of Pension Schemes (Private Sector) under the NPS Trust. The Company was granted a
Certificate of Registration bearing No. PFRDA/007/2013/PFM dated April 23, 2013.

Pursuant to the Certificate of Commencement of Business granted by PFRDA on April 26,2013,
the Company commenced its operations on August 1,2013 and has been in the business of
managing the private sector Pension Funds, In the month of January 2014, a fresh Request for
Proposal ('RFP') was floated by the PFRDA seeking bids from Sponsors for selection of
pension fund managers afresh to manage the pension funds. In response to the RFP, HDFC
Standard Life Insurance Company Limited (HDFC Life' / 'the Sponsor’) had submitted its
technical and commercial bid. The technical bid made under RFP was opened in April 2014
and the bid submitted by the Sponsor was not accepted by the PFRDA on technical grounds of
not having profitability for a period of 3 years. The Sponsor, therefore, filed a Writ Petition
before the Hon'ble High Court of Delhi, challeﬁging the said rejection. The Hon'ble High Court
of Delhi by its Order dated May 15, 2014 quashed and set aside the PFRDA’s rejection of the
Sponsor's bid and directed the PFRDA to evaluate the bid in accordance with the steps set out
in the RFP. While the PFRDA cleared the Sponsor's technical and commercial bid and the
Sponsor even agreed to match the lowest commercial bid, the PFRDA declined to grant the
Sponsor a 'Letter of Appointment’. The Sponsor therefore filed another Writ Petition before the
Hon’ble High Court of Delhi against the rejection. Vide its Order dated December 18, 2014 the
Hon'ble High Court of Delhi quashed and set aside the PFRDA's rejection of the Sponsor's bid
and directed the PFRDA to grant HDFC Life a 'Letter of Appointment' to act as a Sponsor.
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Subsequently, the PFRDA has filed a Special Leave Petition before the Hon'ble Supreme Court

-of India challenging the above said Order dated December 18, 2014.The Hon’ble Supreme

Court, by its Order dated March 9, 2015, refused to grant the PFRDA any ad-interim relief and
the matter is presenily pending hearing. On March 27, 2015, complying with the High Court
order, the PFRDA had issued a 'Letter of Appointment' in favour of the Sponsor, stating inter
alia that such appointment is subject to the outcome of the above proceedings filed before the
Hon'ble Supreme Court. The Company has obtained an opinion from its lawyers, as per which
the Company stands a fairly good chance of succeeding in the matter.

It may be noted that the PFRDA (Pension Fund) Regulations, 2015 were notified in May 2015,
pursuant to which re-registration of all pension funds was sought by the PFRDA. HDFC
Pension has submitted its application and a response from the PFRDA is awaited on the same.
However, vide a letter dated June 24, 2016, the PFRDA, while acknowledging our submission
of Annual Fees, had granted an extension to continue as a Pension Fund until the selection of
Pension Funds in terms of process specified under PFRDA (Pension Fund) regulations, 2015.
This extension was subject to the Order of the Supreme Court of India on the appeal filed
against the Order of the High Court of Delhi.

During the year under review, the PFRDA had issued a fresh Request For Proposal (‘RFP’) for
selection of Pension Funds for private sector, pursuant to which the Sponsor had submitted a
Technical and Commercial bid. On November 29, 2016 the PFRDA issued a notice that the
Commercial Bid would be opened on November 30, 2016 wherein the name of HDFC Life was
included which implies that the Technical Bid of HDFC Life has been accepted. HDFC Life is
also given to understand that the Commercial Bid submitted by HDFC Pension hasalso been
accepted by the PFRDA and formal issuance of letiers of appointment is awaited.

BASIS AND POLICY OF INVESTMENTS
Irivestment Policy

The Investment Policy of the Company outlines the process and the principles for the
management of all the invested assets under different fund categories. Invested assets are the
investments made in market instruments using the Subscribers funds under various Schemes.

The Investment Committee of the Board of Directors and the Board of the Directors of the
Company (“Board”) reviews the investment policy and its implementation and makes necessary
modifications from time to time to bring it in tune with the requirements of the law and
regulations — in regard to protection of subscribers’ interest and pattern of investment laid down
by PFRDA.
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Investment Structure
The broad Investment Structure of the Company is discussed below;
a) Investment Committee

The Board of Directors of the Company has constituted an Investment Committee to
oversee the investments of the Company. The responsibility for the selection and
management of the invested assets rests in the first instance with the Investment
Committee. The Investment Committee may delegate this investment authority subject to
putting in place consistent control and monitoring mechanisms. The Investment Policy is
defined by the Investment Committee to set the contours of the investment activity,
process, prudential risk limits and performance objectives.

b) Investment Front Office :

The investment front office is headed by the Chief Investment Officer (ClO) who is
responsible for the following set of process among others:

1) Market research;

2) Investment Recommendations:

3) Approval of recommendation;

4) Deal execution & Order Placement;
5) Deal entry in Front Office System;
6) Placement of daily funds inflow;

c¢) Investment Mid and Back Office :

The Investment Mid and Back office is responsible for the following set of processes
among others:

1) Fund Accounting

2) Trade Settlement

3) Investment Compliance

4) NAV Calculation & Declaration

5) Valuation of Securities

6) Regulatory Reporting & Internal MIS

An external Custodian, appointed by PFRDA (presently Stock Holding Corporation of India
Limited, is responsible for the custody of the assets, fracking corporate actions and also
undertakes valuation of securities.
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Investment Strategy

The investment philosophy of the Company is to meet a consistent long-term return objective
while exposing the fund to the least possible risk, The overall investment strategy of the
Company is focused on ensuring adequate returns on investments to subscribers consistent
with protection, safety and liquidity of the funds alongside complying with the applicable
investment guidelines as prescribed under Investment Management Agreement executed with
the NPS Trust.

Investments in the Fixed Income instruments are made with the objective of optimising the
returns by actively managing the risks associated with fixed income securities [ike Credit Risk,
Interest Rate Risk & Liquidity Risk.

Investments in Equity are made in the selected stocks from the preapproved investment
universe with the objective of achieving portfolio returns better than the returns generated by
the benchmark index.

Brief details of investment in various Schemes are as under:

Scheme E: The funds under Scheme E are Mmanaged actively with the stock universe
prescribed by PFRDA & Investment Committee. Our strategy is to construct a model portfalio
from the approved universe of stocks with the objective of beating the returns generated by the
benchmark index,

Scheme C: The funds under Scheme C are invested in corporate debentures of rated corporate
issuers. Investments in corporate debentures are made in high quality Idng term debentures
following internal due diligence and credit rating from independent credit rating agencies.

Scheme G: The funds under Scheme G are invested in State Government and Central
Government Securities as per the scheme objective. The scheme is managed actively based
on the view on interest rates in the market.

Scheme A: The funds under Scheme A are invested in Alternate Investment Funds (AIF), Real
Estate Investment Trust (REITSs), Mortgage Backed Securities (MBS), Infrastructure Investment
Trusts (InvITs) as per the scheme objective.

ECONOMIC SCENARIO

Economic activity slows down, but no impact of demonetization

Gross Domestic product (GDP) growth in the first three quarters of FY 201 6-17 averaged 7.2%
against a 7.7% growth in the three quarters of FY 2015-16. During the same time Gross Value
added (GVA) growth fell by 100 bps to 6.7% in the first three quarters of FY 2016-17. While
private consumption and government spending has been higher than last year, there has been
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a significant slowdown in investment growth. Investment growth for the nine months of FY
2016-17 was -0.6%. On the GVA side, the slowdown has stemmed from weaker services and
industrial growth. This has more than offset the more the four-fold jump in agriculture growth.
The agriculture sector recorded very high growth as the favourable monsoon led to high
production of kharif crops and mounting supplies in the markets. The impact of demonetization
has been majorly transient and did not impact the GDP growth in the third quarter of FY 2016-
17. The integration of informal sector into the formal €conomy and unplanned consumption, led
to double-digit consumption growth in the third quarter.

Low industrial production growth corroborates slow economic activity

In the ten months of FY2016-1 7, industrial preduction has grown 0.6% versus the 2.8% growth
during the same time in FY 2015-16. The major drags to growth have been the manufacturing
and capital-goods sectors. Consumer non-durables s another sector which has remained
fragile for major part of the year. Mining growth also has been tepid. In contrast, electricity and
consumer durables have shown a good performance. The demonetization impact was felt in

the contraction in the Dec.2016 data, but the growth came back in the month after.
CPI Inflation remains low for second year

Consumer Price Index (CPI) inflation averaged 4.6% in the eleven months of FY 2016-17
against the 4.9% in the eleven months of FY 2015-16, Despite volatility in recent months,
inflation in Jan.2017 had dropped to the lowest leve| in FY 2016-17. Food prices continued to
drive the headline figures, which were lower this year. After two years of drought, monsoon was
favourable this year, which helped higher production of agricultural crops and kept food inflation
ow. With crude prices remaining low, fuel inflation came off by nearly 200 bps in FY 2016-17.
In contrast Wholesale Price Index (WPI) inflation has been quickening fast. From -2.6% in the
eleven month of FY 2016-17, WP inflation has risen to 3.5% in the eleven months of FY 2016-
17, a rise of more than 600 bps.

External accounts in good shape

After being in negative for nearly two years, exports have turned around in the past six months.
Imports have also come back to positive territory, led by growth in both, oil and non-oil imports.
Gold imports have come down to $23bn in FY 2016-17, a reduction of nearly $7bn from the
previous year. Average trade deficit for eleven months of FY 2017 was -$8.8bn against the
deficit of -$10.4bn during the same time last year. With a capital account surplus of $19.8bn
and a current account deficit of -$3.7bn in first half of FY 2016-17, the balance of payments has
been in surplus and the forex reserve has been increasing. This has also helped the exchange
rate appreciate by 1.1% in Fy 2016-17.

Good tax collections helped achieve fiscal deficit target—Growth in tax collections have
been buoyant this year, with growth in direct and indirect tax collections at 1 2% and 25%,




HDFC

PENSION

respectively in the eleven months of FY 2016-17. The good collection in income tax has been
helped by the Income Disclosure Scheme. There was a huge rise in excise collections due to
rise in domestic petroleum prices in excess of international prices. The Government has not
only achieved the fiscal deficit target of 3.5% of GDP for FY 2016-17, but it has also guided for
a fiscal deficit of 3.2% for FY 201 7-18, in line with the fiscal roadmap.

International bodies revise down forecast, Central Statistics Office (CS0) remains
positive on FY 2016-17 growth - The World Bank lowered its forecast for India for FY 2017
to7% from the earlier estimate of 7.6%, citing demonetisation. The IMF, in its World Economic
Outlook, lowered the growth forecast for India for FY 2017 to 6.6% from the earlier estimate of
7.6%, again citing demonetisation and the cash crunch as the main factor. The CSO has kept
the FY 2016-17 full-year estimate unchanged at 7.1%.Given nine month GDP growth at 7.2%,
the CSO expects fourth quarter GDp growth to be slightly lower than in the third quarter. Also, it
expects investment growth to accelerate in the last quarter. '

Equity Market Review FY 2016-17-
The returns from the Indian equity market has been positive in FY 2016-17. But the

performance has been disappointing compared fo its peers. Indian markets have successfully
outperformed only Thailand and Malaysia among its peers. The equity market returns are also
broadly comparable with the market returns from the developed economies. Australia and US
markets were the best performers among the developed economies.

Indian equity markets continued to post strong gains in most of the months of FY 2016-17 and
crossed all-time high levels in Mar.2017 led by a broad based rally. Strength in global equity
markets, the NDA's victory in recent state elections and continued domestic inflows into mutual
funds kept markets in a rising trajectory. Global equity markets remained buoyant despite a rate
hike by the US Fed. In contrast to earlier reaction, a US Fed hike is now being perceived as a
testimony that growth is improving and dovish stance 'by Fed indicates rate hikes will be only

gradual, going forward.

the third quarter.

The FY 2016-17 has been a year of numerous reforms for India. A host of arcane and colonial
era traditions in the budget making exercise are been jettisoned — the railway budget has been
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merged with the union budget and the union budget itself has been brought forward by a
month.

The passing of the Goods and Service Tax (GST) legislation and the shift towards a vote based
Monetary Policy Committee by the Reserve Bank of India (RBI) are the most notable reforms
on the economic front, The Passage of the GST legislation has set in motion the move towards
making India a true customs union. Besides improving efficiency in the overall supply chain by
cutting red tape, GST will also incentivize tax compliance which ultimately boosts tax revenues.
It has been scheduled for a July 2017 launch under a four-tier rate system,

In terms of further opening up of the country to foreign investment, the government has
permitted 100% foreign direct investments (FDI) in sectors such as defence, civii aviation,
pharmaceuticals, food processing and many more.

Debt market Review FY 2016-17
For debt markets', Fy 2016-17 so far has been a mixed year. During the first three months

there was no change in the 10-year yields. This was followed by a sharp softening of rates in
the following six months, when the yields fell from 7.5% to 6.2%. Beyond Nov.2016, yields
started hardening again. Yields jumped up 33 bps in the month of Feb.2017, when the RBI
decided to keep its policy rate unchanged and modified its stance from accommodative to
neutral,

The short end of the curve — the 3 month bond yields have also behaved in a similar manner for
major part of the year. But the trajectory of the short end of the curve after the RB| policy meet
has been different, While the long end of the curve has remained sticky, the short end has been
softening.

Indian debt markets witnessed a sharp sell-off post the RBI's monetary policy in Feb.201 7
which indicated a change in stance of the RB] from accommodative to neutral. It possibly

upside risk.

Till now the softening of debt yields has been in line with the drop in inflation rates. Although
the CPI inflation for Feb.2017 edged to a four-month-high of 3.65%, overall infiation has
softened by 182 bps during Apr-Feb'17. During the same time the RBI has reduced its policy
rate by 25 bps.

With a capital account surplus of $19.8bn and a current account deficit of -$3.7bn in the first
half of FY 2016-17, the balance of payments has been in surplus and so forex reserves has
been increasing. This has also helped the liquidity situation in the economy. Liquidity in the
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banking system has moved from deficit in the beginning of the year to surplus mode in the last
three months. '

Market Outlook for FY 2017.18 — Equity& Debt
The impact of demonetization is over and the markets have resumed normalcy. This is

reflected in two big data releases in the past one month. After being negative for four
consecutive months, mood of the foreign investors turned positive in Feb.2017, with the FlI's
buying equity. Secondly the GDP print for the third quarter of FY 2016-17 came in as a big
positive surprise. While the market had anticipated a slowdown in the third quarter because of
demonetization, the final figures showed there was limited impact of demonetization on growth,

Global equity markets have remained buoyant despite a rate hike by the US Fed. In contrast to
earlier reaction, a US Fed hike is now being perceived as a testimony that growth is improving
and dovish stance by Fed indicates rate hikes will be only gradual, going forward. The Chinese
economy, which faced growth hurdies in FY 2015-16 and first half of FY 2016-17 is turning
around now. nflation has been normalizing in most of the major economies.

The twin deficits are well under control. Current account deficit for the first half year of FY 2016.
17 is low and there is also the comfort of large forex reserves. Income tax collections have got
a fillip with the introduction of Income Declaration Schemes (IDS). The IDS-I| has coincided
with the decision to demonetize 86% of the currency in circulation. These have led to
handsome collections for the government exchequer. Low international basket of crude oil
prices along with high domestic prices have helped in collection of large excise duties. CPI
inflation has been under the 4% target level of the RB| for the past four months.

The centre had earlier resolved the issues arising out of the states’ Concerns over the tax
administration. The Union Cabinet has approved four legislations required to implement the
GST. Now, all state assemblies will have to Separately approve the state GST legislation, In
addition, the Council also needs to fix the taxation rates for various individual goods and
services. This has made the GST rollout more likely by 1% Jul.2017.

Lower yield in the debt market, negative outlook for real estate and lacklustre outiook for gold
are the other factors positive for the Indian equity markets,
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The outlook for equity market remains positive on the back of expectation of continued
economic  reforms by the govemment, particularly after recent state election outcome.
Earnings growth is likely to pick up significantly over the next two or three years given the low
base, stabie commodity prices and revival of consumption led demand.

The risk stems from majorly three points. Aggressive and frequent rate hikes by the Fed. This
along with the protectionism policies being initiated by Trump — reduction in Corporate rate tax,
introduction of border adjusted tax, immigration policies, can be sentimentally negative for the
markets. In the domestic front, the RBI's stance and action would be crucial for the markets.

We may say softening of yield in next 12 months for two major reasons, Bank deposits have
risen significantly in the past two months. This would lead to increased demand of Government
securities by banks. Secondly, inflation has fallen below expected levels. If inflation continues
to remain soft, the chances of a policy rate cut increases. Additionally if the monsoon this year
turns out to be normal then the inflation expectations will be further contained. We feel there is
a room for a 25 bps rate cut beyond Jun.2017 and this may come as a positive surprise for the
debt market. Foreign investors bought debt after being negative on Indian debt for the four
months — Oct to Jan. Indian mutual funds bought Rs 388bn debt in Feb.2017 (five month high).

risk for the bond yields.
SCHEME PERFORMANCE AND OPERATIONS
SCHEME E TIER | - Equity market instruments

Investment Objective

Investment objective is to optimise returns while investing in prescribed investment universe
over a rolling annual basis,

Scheme Performance against Benchmark

The performance of the scheme is measured by reference to the performance of the Nifty 100

Index.
The performance of Scheme E Tier | at March 31, 2017 is presented below:

1 Year 22.96% 20.87%

2 Years 6.66% 5.41%

3 Years 13.53% 12.78%

Since inception @ 16.60% 15.41% ]

10
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" Past performance may or may not be sustained in the future. Returns are compounded
annualised (CAGR).
# Benchmark index: Nifty 100

of existing scheme benchmark, which is Nifty 100.

@ Date of Inception: August 01, 2013 _

Since inception returns of the scheme has outperformed the benchmark returns.

AUM and Asset Mix

The nef assets of the Scheme at March 31, 2017 stood at ¥ 46,667.14 lakhs

At March 31, 2017, 96.72% of the net assets were invested in Equity Shares and 3.28% in
money market instruments and cash/cash equivalent & net current assets.

SCHEME E TIER || - Equity market instruments

Investment Cbjective

over a rolling annual basis,
Scheme Performance against Benchmark

The performance of the scheme is measured by reference to the total performance of the Nifty
100 Index.
The performance of Scheme E Tier 1| at March 31, 2017 is presented below:

1 Year 23.31% 20.87%

2 Years 6.99% 5.41%
3 Years 12.01% 12.78%
Since inception @ 12.03% 15.41%

* Past performance may or may not be sustained in the future. Returns are compounded
annualised (CAGR).
# Benchmark index: Nifty 100 Index

11
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$ The investments into the mandated assets of the fund started in March 2014. From the date
of inception of the fund till March 2014 the inflows were invested in liquid schemes of mutual
funds. As per prevailing fund objective of Tier Il Scheme E, the fund could only invest in equity
securities through Nifty 50 Index basket. There was a minimum threshold amount for
investment in Nifty 50 basket and till the time investable amount reaches the threshold, it was
invested temporarily in liquid and money market schemes of mutual funds. Due to small size of
the fund this has affected the fund performance. Hence, Fund performance since inception of
the scheme is not comparable with the benchmark.

AUM and Asset Mix

The net assets of the Scheme at March 31, 2017 stood at T 1,217.19 lakhs.
At March 31, 2017, 96.33% of the net assets were invested in Equity Shares and 3.67% in
money market instruments and cash/cash equivalent & net current assets,

SCHEME C TIER | - Credit risk bearing fixed income instruments

Investment Objective
The investment objective is to optimise returns by investing in the chosen asset class
Scheme Performance against Benchmark

The performance of Scheme G Tier | at March 31, 2017 is presented below:

1 Year 12,20% 12.31%
2 Years 10.69% 10.28%
3 Years 12.18% 12.69%
Since inception @ 11.91% 11.72%

* Past performance may or may not be sustained in the future. Returns are compounded
annualised (CAGR).

# Benchmark index: NPS - Corporate Bond Index

@ Date of Inception: August 01, 2013

Since inception returns of the scheme has outperformed the benchmark returns.

AUM and Asset Mix

The net assets of the Scheme at March 31, 2017 stood at ¥ 28,847.70 lakhs.

At March 31, 2017, 94.75% of the net assets were invested in bonds and non-convertible
debentures and 5.25% in money market instruments and cash/cash equivalent & net current
assets.

12
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SCHEME C TIER Il - Credit risk bearing fixed income instruments

Investment Objective
The investment objective is to optimise returns by investing in the chosen asset class.
Scheme Performance against Benchmark

The performance of Scheme C Tier Il at March 31, 2017 is presented below:

2 Years : 10.62% 10.28%
3 Years 10.25% 12.69%
Since inception @ 10.08% 11.72%

A Past performance may or may not be sustained in the future. Returns are compounded
annualised (CAGR).

# Benchmark index: NPS - Corporate Bond Index

@ Date of Inception: August 01, 2013

$ The investments into the mandated assets of the fund started in March 2015. From the date
of inception of the fund till March 2015 the inflows were invested in liquid schemes of mutual
funds. As per fund objective of Tier || Scheme C, the fund only invests in Corporate Bonds.
There is a minimum threshold of Rs.10 Lacs for investment Corporate Bonds and till the time
investable amount reaches this threshold, it is invested temporarily in liquid and money market
schemes of mutual funds. Due to small size of the fund this has affected the fund performance.
Hence, Fund performance since inception of the scheme is not comparable with the
benchmark.

AUM and Asset Mix

The net assets of the Scheme at March 31, 2017 stood at T 895.63 lakhs.

At March 31, 2017, 92.76% of the net assets were invested in bonds and non-converible
debentures and 7.24% in money market instruments and cash/cash equivalent & net current

assets.

13
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SCHEME G TIER | - Government securities

Investment Objective
The investment objective is to optimise returns by investing in the chosen asset class.

Scheme Performance against Benchmark

The performance of Scheme G Tier | at March 31, 2017 is presented below:

"1 Year

12.23% 11.90%
2 Years 9.47% 9.73%
3 Years 12.83% 12.84%
Since inception @ 11.36% 10.92%

* Past performance may or may not be sustained in the future. Returns are compounded
annualised (CAGR).

# Benchmark index: NPS — Government Securities Index

@ Date of Inception: August 01, 2013

Since inception returns of the scheme has outperformed the benchmark returns.
AUM and Asset Mix

The net assets of the Scheme at March 31, 2017 stood at ¥ 37,685.91 lakhs.

At March 31, 2017, 94.51% of the net assets were invested in government securities and
5.49% in money market instruments and cash/cash equivalent & net current assets.

SCHEME G TIER ] - Government securities

Investment Objective
The investment objective is to optimise returns by investing in the chosen asset class.
Scheme Performance against Benchmark

The performance of Scheme G Tier Il at March 31, 2017 is presented below:

1 Year ) 12.11% 11.90%
2 Years 9.44% 9.73%
3 Years 12.68% 12.84%
Since inception @ 12.01% 10.92%

A Past performance may or may not be sustained in the future. Returns are compounded
annualised (CAGR).

14
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# Benchmark index: NPS — Government Securities Index
@ Date of Inception: August 01, 2013
Since inception returns of the scheme has outperformed the benchmark returns.
AUM and Asset Mix
The net assets of the Scheme at March 31, 2017 stood at T 959.82 lakhs.

At March 31, 2017, 95.59% of the net assets were invested in government securities and
4.41% in money market instruments and cash/cash equivalent & net current assets.

SCHEME A TIER | - Alternative Investment Funds (AIF)

Investment Objective

The investment objective is to optimise returns by investing in the chosen asset class.
Scheme Performance against Benchmark

The performance of Scheme A Tier | at March 31, 2017 is presented below:

1 Year N.A. N.A.
2 Years N.A. N.A.
3 Years N.A. N.A,
Since inception @ 6.15% N.A.

" Past performance may or may not be sustained in the future. Returns are compounded
annualised (CAGR).

# Benchmark index: As per fund objective of Scheme A, the fund is mandated to invest in
Commercial/Residential mortgage based securities, Units issued by REITs, Alternative
Investment Funds, Units issued by InviTs, Asset backed securities, etc. for that there is no
comparable market benchmarks is available and hence benchmark returns are not disclosed
for this fund.

@ Date of Inception: Qctober 10, 2016
AUM and Asset Mix

The net assets of the Scheme at March 31, 2017 stood at ¥ 23.91 lakhs.

At March 31, 2017, 100% of the assets were invested in money market instruments and
cash/cash equivalent & net current assets due to smali size of the fund.
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SCHEME A TIER || - Alternative Investment Funds (AIF)
Investment Objective

The investment objective is to optimise retumns by investing in the chosen asset class.
Scheme Performance against Benchmark

The performance of Scheme A Tier Il at March 31, 2017 is presented below:

1 Year N.A, N.A.

2 Years N.A. N.A.
3 Years N.A. N.A.
Since inception @ 4.35% N.A.

" Past performance may or may not be sustained in the future. Returns are compounded
annualised (CAGR).

# Benchmark index: As per fund objective of Scheme A, the fund is mandated to invest in
Commercial/Residential mortgage based securities, Units issued by REITs, Alternative
Investment Funds, Units issued by InvITs, Asset backed securities, etc. for that there is no
comparable market benchmarks is available and hence benchmark returns are not disclosed
for this fund.

@ Date of Inception: October 10, 2016

AUM and Asset Mix

The net assets of the Scheme at March 31, 2017 stood at ¥ 1.46 lakhs.

At March 31, 2017, 100% of the assets were invested in money market instruments ang
cash/cash equivalent & net current assets due to small size of the fund,

SCHEME NPS LITE

During the period ended March 31 » 2017, there was no subscriptions received in Scheme NPS
Lite, hence Financial Statements for this scheme have not been prepared.

Disclaimer:

market value of these underlying investments.

Further, the views expressed under Economic Scenario are considering the current
environment.
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2.

3.

INVESTMENT OBJECTIVE OF THE SCHEME
The investment objective of the Scheme(s) managed by HDFC Pension Management Company

Limited during the year under review is as under :

Sr. | Name of The Investment Objective
No | Scheme
1 | SCHEMEE TIER | The Investment objective is to optimise returns while investing
in the prescribed universe of stocks over a rolling annual basis,
2 | SCHEMEE TIERII The investment objective is to optimise returns while investing
in the prescribed universe of stocks over a rolling annual basis
3 | SCHEME C TIERI The investment objective is to optimise returns by investing in
' the chosen asset class.
4 | SCHEMEC TIERII The investment objective is to optimise returns by investing in
the chosen asset class.
5 | SCHEME G TIER | The investment objective is to optimise returns by investing in

the chosen asset class.

6 | SCHEMEG TIERI The investment objective is to optimise returns by investing in
the chosen asset class.

7 | SCHEME A TIER I The investment objective is to optimise returns by investing in
the chosen asset class.

8 | SCHEMEA TIERII The investment objective is to optimise returns by investing in
the chosen asset class.

LIABILITIES AND RESPONSIBILITIES OF THE COMPANY

The Company has been appointed by PFRDA as a pension fund manager for management of
investments of the Schemes referred above and, in that capacity, makes investment decisions
and manages the Scheme in accordance with the Investment Guidelines, Scheme Objectives,
Investment Management Agreement ( IMA ) and provisions given under the PFRDA guidelines
fregulation /rules. The transactions entered into by the Company are in accordance with the
PFRDA Guidelines, IMA and the code of ethics prescribed by the Trustees.

The Company has exercised necessary due diligence and vigilance in carrying out its duties
under IMA and in protecting the rights and interests of the subscribers. Investment decisions
have been taken with emphasis on safety and optimum returns. The Company has not dealt in
any speculative transactions in dealing for investments. The Company will be responsible for
the acts of omissions or commissions of its employees or the persons whose services have
been procured by the Company.
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MAIJITHIA & ASSOCIATES Suite No. 301 to 304, Metro Avenue
CHARTERED ACCOUNTANTS Pereira Lane, Opp. Cinemax &

Gurunank Petrol Pump, Near Magic
Bricks WEH Metro Station,

Andheri (E), Mumbai — 400 099

Tel : 022 2839 2805 / 5585

Mob. : 491 93226 71692

Internal Auditors’ Certificate on Proxy Voting Report

To

The Board of Directors

HDFC Pension Management Company Limited
14+ floor, Lodha Excelus,

Apollo Mills Compound,

N.M. Joshi Marg,

Mahalaxmi, Mumbai - 400 011

Dear Sir,

1. We have been requested by HDFC Pension Management Company Limited
(‘Company’} to provide a Certification as required under Para 2 of Circular No
PFRDA/2015/15/NPST/1 dated August 17, 2015 on Voting Policy on Assets held by NPS
Trust.

2. The Company’s management is responsible to ensure that the voting rights are
exercised in accordance with the procedure prescribed in the aforesaid Circular. The
Company’s management is also responsible to ensure that the periodic reports as
specified in the aforesaid Circular are duly placed before its Board of Directors and
submitted to the NPS Trust. Our responsibility is to certify whether the Company has
complied with the procedure for exercising the voting rights and submission of
periodic reports as prescribed in the aforesaid Circular.

3 In this regards we have examined the books and records of the company. Based on
our review, please find enclosed the required certificate.

For Majithia & Associates
Chartered Accountants
Firm Reg. No. 10587

W/%

Neel'Majithia

Partner NN
M. No. 122626 S A

Mumbai | April 17, 2017

AR



MA."TH 1A & ASSOC|ATES Suite No. 301 to 304, Metro Avenue

CHARTERED ACCOUNTANTS Pereira Lane, Opp. Cinemax &
Gurunank Petrol Pump, Near Magic
Bricks WEH Metro Station,
Andheri (E), Mumbai — 400 099
Tel : 022 2839 2805 / 5585
Mob. : +91 93226 71692

To

The Board of Directors

HDFC Pension Management Company Limited
14th floor, Lodha Excelus,

Apollo Mills Compound,

N.M. Joshi Marg,

Mahalaxmi, Mumbai - 400 011

We have reviewed the report on proxy voting for the quarter ending June 2016, September
2016, December 2016 and the proxy voting disclosure uploaded on the company’s website
with the memorandum of discussions of the meetings of the proxy voting committee,
approval mails of the CIO & CEQ of the company and the collective decision of the other
pension funds.

We have also reviewed the draft report for the quarter ending March 31, 2017 on proxy
voting with the memorandum of discussions of the meetings of the proxy voting committee,
approval mails of the CIO & CEQ of the company and the collective decision of the other
pension funds.

We hereby certify that the Company has complied with the procedure for exercise of voting
rights and submission of periodic reports effective quarter ended June 2016, September
2016, December 2016, March 2017, as required under the Circular, to the NPS Trust for the
Financial Year 2016-17.

This Certificate has been issued as per the requirement under Para 2 of the Circular No
PFRDA/2015/15/NPST/1 dated August 17, 2015. Our review is to the extent of
documents/information submitted by the company in this regard.

For Majithia & Associates
Chartered Accountants
Firm Reg. No. 105871W

Neel Majithia
Partner
M. No. 122626
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4. FINANCIAL STATEMENTS OF THE SCHEMES

a) SCHEMEETIER]| - Equity market instruments
b) SCHEMEE TIER ] - Equity market instruments

€) SCHEMECTIER| - Credit risk bearing fixed income instruments

d) SCHEME CTIERIl - Credit risk bearing fixed income instruments
e) SCHEME G TIER ] - Government securities

' f) SCHEME G TIER1 - Government securities
g) SCHEMEATIER| - Alternate Investment funds

h) SCHEMEATIERII - Alternate Investment funds
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NPS TRUST A/C HDFC PENSION MANAGEMENT
COMPANY LIMITED - SCHEME E TIER |

Financial Statements together
with Auditors’ Report

For the Financial year ended March 31, 2017

Contents

Auditors’ Report
Balance Sheet
Revenue Account

Accounting Policies and Notes to Accounts
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon, J
Off. Ganpatrao Kadam Marg

Opp. Peninsula Corporate Park

Lower Parel, Mumbai - 400 013

Tel,: 022-49669000

Fax.: 022-49669023

Email:mumbai@trchadha.com

INDEPENDENT AUDITORS’ REPORT
To,

The Board of Trustees

National Pension System (NPS) Trust

Ist Floor, ICADR Building,

6, Vasant Kunj Institutional Area- Phase 11,
New Delhi 110 070

Report on Financial Statements

1. We have audited the accompanying financial statements of NPS Trust A/c HDFC Pension
Fund Scheme E — Tier I under the National Pension System Trust (NPS trust) managed by
HDFC Pension Management Company Ltd. (PFM) which comprise of the Balance Sheet as at
March 31, 2017 and the Revenue Account for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

2 Management of the PFM, in accordance with the Pension Fund Regulatory and
Development Authority (PFRDA) Guidelines and the Investment Management Agrecment (IMA)
with the NPS Trust, is responsible for the preparation of these financial statements that give a true
and fair view of the financial position and financial performance of the Scheme in accordance with
the accounting standards specified under Section 133 of the Companies Act, 2013 read with Rule 7
of the Companics (Accounts) Rules, 2014 to the extent made applicable by PFRDA to Scheme.
This responsibility includes the design, implementation and maintenance of internal control
relevant to the preparation and presentation of the financial statements that give a truc and fair view
and are free from material misstatement, whether due to fraud or error. These financial statements
are also approved by the NPS Trust on the recommendation of the Board of Directors of the PFM.

Auditor’s Responsibility

3 Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are frec from material misstatement.

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP
(A limited liability partnership with LLP Identification No., AAF-3926) with effect from 28th December,

Corporate Office : B-30, Connaught Place, Kuthiala Building, New Delhi - 110001
Phone : 43259900, Fax : 43259930, E-mail : delhi@trchadha.com

Regd. Office : Suite No, 114, 2nd Floor, Gobind Mansion, H-Block, Connaught Circus, New Delhi — 110001
Phone : 011 41513059 / 41513169

Branches at:  %* AHMEDABAD ** BENGALURU “* CHENNAI % GURGAON % HYDERABAD ** PUNE
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai - 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

4, An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures sclected depend on the auditor’s Judgement,
including the assessment or the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control

5. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

6. In our opinion and to the best of our information and according to the explanations given to
us, the financial statements give the information required by PFRDA (Preparation of Financial
Statements and Auditors Report of Schemes under National Pension System) Guidelines 2012 and
give a true and fair view in conformity with the accounti ng principles generally accepted in India:
a) in the case of the Balance Sheet, of the state of affairs of the Scheme as of March 31,2017;
b) in the case of the Revenue Account, of the surplus of the Scheme for the year ended on that

Emphasis of Matter

7 Without modifying our opinion, we invite attention to Note 2.9 of Schedule 7 in connection
with litigation relating to granting of license to PFM to undertake pension management under the
National Pension System by PFRDA.

Report on Other Legal and Regulatory Requirements

8. As required by the PFRDA (Preparation of Financial Statements and Auditors Report of
Schemes under National Pension System) Guidelines 2012, as amended, we report that:

a) We have obtained all information and explanations which to the best our knowledge and
belief were necessary for the purpose of the audit.

b) The Balance Sheet and Revenye account of the Scheme are in agreement with the books of
account of the Scheme,

c) In our opinion, proper books of account of the Scheme, as required by the PFRDA have

been maintained by the PFM so0 far as appears from our examination of those books.

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP Haf
(A limited HLability partnership with LLP Identification No. AAF-3926) with effect from 28th December, 201 Sl A

Corporate Office : B-30, Connaught Place, Kuthiala Building, New Delhi - 140001
Phone : 43259900, Fax : 43259930, E-mail : delhi@trchadha.com
Regd. Office : Suite No. 11A, 2 Floor, Gobind Mansion, H-Block, Connaught Circus, New Delhj - 110001
Phone : 011 41513059 / 41513169

Branches at:  %* AHMEDABAD <% BENGALURU %* CHENNAJ GURGAON < HYDERABAD ** PUNE
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T R Chadha & Co LLP

Chartered Accountants : :
502, Marathon Icon, \ ‘
Off. Ganpatraoc Kadam Marg \\
Opp. Peninsula Corporate Park

Lower Parel, Mumbai - 400 013

Tel.: 022-49669000

Fax.: 022-49669023

Email:mumbai@trchadha.com

d) All transactions expenses in excess of the limits contractually agreed to / approved by the
Authority are borne by the Pension Fund (if any) and are not charged to the NAV of the
Scheme.

e) In our opinion the Balance Sheet and Revenue Account of the Scheme dealt with by this
report comply with the Accounting Standards specified under Section 133 of the Companies
Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 to the extent made
applicable by PFRDA.

9. We further certify that .

a) Investments have been valued in accordance with the guidelines issued by the Authority.

b) Transaction and claims/fee raised by different entities are in accordance with the prescribed
fee. The CRA charges have been charged based on communication received from CRA.

For T R Chadha & Co LLP

Chartered Accountants

Firm Registration No 006711N/N500028

Vikas Kumar

Partner X
Membership No 75363
Place: Mumbai

Date: - 7-\7)

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP
(A limited liability partnership with LLP Identification No. AAF-3926) with effect from 28th December, 2015)

Corporate Office : B-30, Connaught Place, Kuthiala Bullding, New Delhi - 110001
Phone : 43259800, Fax : 43259930, E-mail : delhi@trchadha.com
Regd. Office : Suite No. 11A, 2 Floor, Gobind Mansion, H-Block, Connaught Circus, New Delhi - 110001
Phone : 011 41513059 / 41513169

Branches at:  %* AHMEDABAD % BENGALURU *® CHENNAI %* GURGAON “* HYDERABAD ** PUNE
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NATIONAL PENSION SYSTEM TRUST

NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIER |

BALANCE SHEET AS AT MARCH 31, 2017 {In)
Scheme E Tier |
Partl Schedule
arleglars March 31, 2017 March 31, 2016

Liabilities

Unit Capital 2,657,539, 445 1,034,914 608

Reserves & Surplus 2,009,174,248 443,069,064

Current Liabilities and Provisions 113,752,016 40,476,324

Total 4,780,465,709 1,618,469,996 |
Assets

Investments 4 4,711,089,458 1,478,079,267

Deposits 5 “ i

Other Current Assets 6 69,376,251 40,380,729

Total 4,780,465,709 1,518,459,996 |
(a) Net asset as per Balance Sheet (Schedule 4+5+6 -3} 4,666,713,693 1.477,983,672
{b) Number of units outstanding 265,753,944 103,491,461
(c) NAV per unit (a)/(b) (%) 17.5602 14,2812

Significant accounting policies and notes to accounts 7

The notes referrd to above form an integral part of the financial statements.

This is the Balance Sheet referred to in our report of even date.

For TR Chadha & Co LLP (FRN 006711N/N600028)

Chartered Accountants

Vikas Kumar
Partner
Membership No.75363

Place : Mumbai

For and on behalf of Board of Directors of HDFC Pension Management
Company Limited

(Director)

Su!'nit Shukla
'(Bhlef Executive

A/

A P{aoe Mumbai

\
N pspprne

ﬁlagun Pancholi
{Chief Financial Officer)

Officer)

Vibha Pad
{Director)

I A 0 -
|1 S A
I e

U.QM

Magesh Paij
{Company Secretary)

Date : {2 7).y 7 Data Agri 24,2017
For and on Behalf of NPS Trust
Shailesh V.Haribhakti Kamal Chaudhry
(Chairman, NPS Trust Board) (Chief Executive Officer)
Place :
Py 13 JUL 2017
. 25
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NATIONAL PENSION SYSTEM TRUST

NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIER |

REVENUE ACCOUNT FOR THE YEAR ENDED MARCH 31, 2017 {In%)
Scheme E Tler |
Schedule
Eaticulars March 31, 2017 March 31, 2018
Income
Dividend 35,746,148 7,712,659
Interest - 944
Profit on salefredemption of ir s 58,571,085 2123102
Unrealisad gain on appreciation in ir its 480,830,318 -
Total Incomo (A) 576,147,551 9,838,705
Expensas & Losses
Unrealised losses in value of investments - 10,221,369
Loss on fredemption of ir ts 21,779,281 1,968,080
Management fees (including service tax) 296,451 58,343
MPS Trust feas 257,902 32,638
Custodian fees 95,391 42,643
CRA fees 9,961,477 4,129,274
Less : Amount recoverable on sale of units on account of CRA Chargas (9,961,477) (4,129,274}
Depository and setliement charges 12,998
Tota) Expenditure (B) 22,442,023 12,323,073
Surplus/(Deficit) for the year (A-B = C) 563,705,628 {2,486,388)
Less: Amount trar dio U d appreciation account | I (480,830,318} 10221388
Less: Amount transferred to Genseral Reserve [ | (72,875,21 Elﬂ (7,735,001}
Amount carried forward to Balance Sheeot
Significant accounting policles and notes to accounts T
The notes referred to above form an integral part of the financial statements.
This is the Revenue Account refarred to in our report of even date.
For T R Chadha & Co LLP (FRN 0087 11N/N500028) For and on behalf of Board of Directors of HDFC Penslon Management
e Company Limited
Chartered Accountants F i
4
j”
. \ /
Vikas Ku mq Vibha Padalka
Partrier {Director) {Director)
Membership Mo.75363 i A
) p A
\ / y ~
- \ o § o~
\ lagun Pancholl Nagesh Pal
?ﬁel’ Executive Officer) ! _(Chief Financial Officer) (Company Secretary)
Place : Mumbai _'Ell’i'oe : Mumbal

jb’a}a : Nril 24, 2017

}

A

Kamal Chaudhry
{Chief Executive Officer)

pate: 12-7°17) X iz

For and on Behalf of NPS Trust

Shallesh V.Haribhakti
{Chairman, NPE Trust Board)

013 JuL 20m

26




NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIER |

Schedules forming part of tha financial statements

Schedule 1: Unit capital {In%)
Particulars Scheme E Tier|
March 31, 2017 March 31, 2018
Initial capital
Unit capital
Outstanding at the beginning of the year 1.034,914,608 126,567,747
Add :Units issued during the year 1,701,282,818 918,463,236
Less: Units redeemed during the year (78,657,981) (10,116,375)
Outstanding at the end of the year 2,687,539,445 1,034,914, 608
(Face Value of Rs.10/- sach unit, fully paid up)
Outstanding units at the beginning of the year 103,491,461 12,656,775
Add :Units issued during the year 170,128,282 91,846,324
Less: Units redeemed during the year (7.865,798) (1,011,638)
i A]—_________
| Outstanding Unlts at tho end of the year 285,753,944 103,491.4&]
Schedule 2: Reserves and surplus {In%)
Scheme E Tier |
Particulars
March 31, 2017 March 31, 2018
Unit premium resarve
Opening balance 431,174,730 54,403,305
Add: Premium on Units issued 1,061,279,398 381,316,189
Less: Premium on Units redeemed (48,879,742) (4,544,764)
Closing balance 1,443,674,386 431,174,730
General Reserve
Opening balance 10,479,828 2,744,827
Add/(Less): Transfer from/(to) Revenue Account 72,875,210 7,735,001
. e o £ R
Closing balance 83,356,038 10,479,828
Unrealised Appraciation Reserve
Opening balance 1,414,508 11,635,875
Add/(Less): Transfer from #{to) Revenue Account ' 480,830,318 (10,221,369)
Closing balance 482,244,824 1,414,506
Total 2,008,174,248 443,069,064
Schedule 3: Current liabilities and provisions {In%)
Particulars 9"’"“." £ Tlec
March 31, 2017 March 31, 2016
Current liabilities & Provisions
Sundry creditors for expenses 320,594 82773
Redemption Payable 3,950,652 182,888
TDS Payable 4,663 1.047
Contrac's for purchase of investments 109,476,107 40,205,920

Provisions* 3,696

113,752,018 40,476,324

* The Provisi ferred above is t s TDS payable on Custodi fees.




NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIERI

Schedules forming part of the financial statements

Schedule 4: Investments (Long Term and Short Term) (InT)
Scheme E Tier|
Farticlars March 31, 2017 March 31, 2016
Equity shares 4,513,682,458 1,425,550,267
Others - Mutual Fund Units 197,407,000 52,529,000
Total 4,711,089,468 1,478,079,267
Schedule 5: Deposits {In%)
Particulars Scheme E Tier |
March 31, 2017 March 31, 2016

Deposits with £zheduled banks ™

Total b i
Schedule 6: Other current assets {(In%)
Particulars Scheme E Tier |

March 31, 2017 March 31, 2016
Balances with banks in current account 25,728 520
Contracts for sale of investments 4,497,520 -
Brokerage receivable from PFM 15,235 -
Application money pending allotment 162,000 20,000
Others - Dividend receivable 1,611,132 154,288
Sundry Debtors 63,164,636 40,205,921
Total 69,376,251 40,380,729
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIER |
Schedule 7
Significant accounting policies & notes to accounts for the year ended March 31, 2017

1.1 Background

HDFC Pension Management Company Limited (‘the Company') has been appointed as a Pension
Fund Manager (‘PFM’) by the Pension Fund Regulatory and Development Authority ("PFRDA") for
the management of Pension Schemes under the National Pension System (‘NPS’). Accordingly, the
Company has entered into an Investment Management Agreement ('IMA’"y with NPS Trust. The
Pension Fund Regulatory and Development Authority ("PFRDA" / "Authority") guidelines require each
PFM to manage subscribers’ funds. As per unbundled architecture of the NPS, the main
responsibility of PFM is to manage funds in accordance with the laid down guidelines and declare
NAV. As per the architecture, the NSDL e-Governance Infrastructure Ltd and Karvy Computershare
Pvt.Ltd being the Central Recordkeeping Agency (CRA) provides consolidated data to PFM for
allotment / redemption of units and Axis Bank, being the Trustee Bank, provides / receives funds on
consolidated basis in respect of such allotment / redemption.

Central Record Keeping Agency (CRA): National Securities Depository Limited (NSDL), Karvy
Computershare Pvt.Ltd and PFRDA have set up Central Recordkeeping Agency (CRA) for the NPS
Scome of the key responsibilities of the CRA include the following:

* Record keeping, Administration and Customer service function for NPS subscriber,

¢ Providing Unique Permanent Retirement Account Number (PRAN) to each subscﬁber.

e Maintaining database of all PRANs issued and recording transactions relating to each
subscribers PRAN,

e PRAN Transaction Statement,

° An operational interface between PFRDA and other NPS intermediaries such as Pension
Funds, Annuity Service Providers, Trust Bank etc.

CRA is responsible to resolve all queries pertaining to investors. CRA informs about the fund flow to
Pension Fund Managers (PFM) and also instruct Axis Bank to credit PEM's pool account maintained
with them.

PFRDA has appointed the Karvy Computershare Pvt. Ltd as additional CRA in FY 2016-17 for the
NPS, which got operational with effect from 15" February, 2017,




NPS trust has designated Stock Holding Corporation of India Ltd. (SHCIL) as the custodian, who is
responsible for safe custody of securities and settlements of trades.

The fees payable to CRA, in terms of IMA, is charged to the investor by redeeming the equivalent
number of units on receipt of intimation from CRA. As stated above, the amount of funds received
from the subscribers is intimated by the Trustee Bank on consolidated basis on T+2 basis. PFM
records the same on receipt basis. Accordingly, funds with Trustee Bank at the yearend do not get
reflected in the financial statements.

1.2 Basis of preparation

The financial statements have been prepared to comply with the Pension Fund Regulatory and
Development Authority Act, 2013, PFRDA (Preparation of financial statements and Auditor's report of
Schemes under National Pension System) Guidelines — 2012, Accounting Standards notified under
the Companies Act, 1956 to the extent made applicable by PFRDA (Preparation of financial
statements and Auditor's report of Schemes under National Pension System) Guidelines — 2012 and
generally accepted accounting principles. These financial statements have been prepared on an
accrual basis, except as otherwise stated.

The financials have been prepared for SCHEME E TIER | being managed by the Company.

The Company manages eight separate schemes under the two tiered structure (Tier | and 1)
prescribed under the NPS. The schemes are classified as Scheme E, C, G and A based on the asset
class prescribed under the NPS as follows:

Scheme E - Equity market instruments
Scheme C - Credit risk bearing fixed income instruments
Scheme G - Government securities

Scheme A — Alternate Investment funds

1.3 Investments

Trar.sactions for purchase and sale of securities are accounted on trade date.
The holding cost of investments is determined by the weighted average cost method and the cost
includes applicable taxes and stamp charges but exclude brokerage and other transactional charges.

Investments are reconciled with the custodian records on daily basis.




Valuation of Investments
The scheme marks all investments to market and carries investments in the Balance Sheet at the

market vaiue as on Balance Sheet date / date of determination / date of valuation.

The change in unrealised appreciation/depreciation in the value of investments is determinéd
separately for each assets category at the year-end and is recognised in the Revenue Account. The
change in net unrealised appreciation, if any, is transferred to /from “Unrealised Appreciation

Reserve" shown as part of Reserves and Surplus.

As per directive received from NPS Trust, the valuation of investments is carried out by Stock Holding
Corporation of India Limited (SHCIL) effective April 1, 2011. The Investment valuation methodology
adopted by SHCIL is as follows:

The following valuation norms are as prescribed by PFRDA (Preparation of Financial Statements and
Auditor's Report of schemes under National Pension System) Guidelines - 2012.

Securities traded at a stock exchange:

The securities are valued at the daily closing price on the stock exchange.

Listed equity shares are valued at market value, being the last quoted closing price on the National
stock exchange (NSE). If they are not quoted on NSE, then the last quoted closing price on the
Bombay stock exchange (BSE) is taken.

Non traded rights are valued at the difference of closing market price of the original equity share for
the day and the offer price. Traded rights are valued at the closing market price of the rights
renunciation till the time of application. In the event of application of rights, the rights entitlement
would be valued at the closing market price of the original equity share till the date of allotment/listing.

Mutual fund units are valued based on the net asset values of the preceding day of the valuation
date.

Securities not traded at a stock exchange:

Non-traded / thinly traded / privately placed equity securities including those not traded within thirty
days are valued “in-good faith” on the basis of following valuation methods approved by the
Authority/Trust:

Equity instruments are generally valued on the basis of capitalization of earnings solely or in
combination with the net asset value, using for the purposes of capitalization, the price or earning
ratios of comparable traded securities and with an appropriate discount for lower liquidity.

3




1.4 Income Recognition
Dividend Income is recognised on the "Ex-Dividend" date in case of listed equity shares.

exchange on an ex-rights basis.

Profit or loss on sale of equity is the difference between the sale consideration net of expenses and
the weighted average book cost as on the date of sale.

€xpenses and the weighted average book cost.

Interest income on all interest bearing investment is recognised on daily accrual basis; when
investments are purchased, interest paid for the period from the last interest due date upto the date of
purchase is debited to Interest Recoverable Account and not included in cost of purchase. Similarly

credited to Interest Recoverable Account and not included in sale value.

1.5 Units reconciliation

The subscribers’ units as per Investment management system are reconciled with Central

brokerage but excludes custodian charges and applicable taxes, if any,

dated July 31, 2014.

1.7 Trustee fees




1.8 Other Expenses
Custody charges are recognised on daily accrual basis in accordance with IMA, Trustee bank
charges, if any, are recognised when they are debited by the trustee bank on a quarterly basis.

1.9 Unit Premium Reserve
Upon issue and redemption of units, the net premium or discount to the face value of units is adjusted

against the Unit Premium Reserve of the Scheme.




NP5 TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIER |

Notes to accounis
2.1 Contingent labilitles {in)
Particulars Scheme E Tier |
March 31, 2017 March 31, 2016
Uncalled liabilty on parily paid shares NIL MIL
Dther NiL NIL
2.2 Investments
Alll are p g invest Al of the scheme are in the name of the NPS Trust, Al i are traded i
2.3 Details of transactions with sponsor and its related parties
Nature of relationst Name of the related party
Panslon fund manager HDFC Pension Management Company Limited
Sponsor company HOFC Standard Life Insurance Company Limited
Assoclates and group companies
Holding Company HDFC Limited
Mr. Amttabh Chaudhry Key Management Personnel
M. Vibha Padalkar Key Management Parsonnsl
Mr. Sumit Shukla Kay Management Personnel
Mr. Fagun Pancholi Key Managemant Parsonnel
Mr. MNagesh Pai Key Management F 1
The 0 i) b the Company and its related parties for the yaar ended March 31, 2017
in®
Mature of Transaction Scheme E Tier |
March 31, 2017 March 34, 2016
Investment managemant fass 296,451 58,343
Balances with HDFC Pension Management Company Limited are as follows:
{in%)
Nature of Transaction Scheme E Tier |
March 31, 2017 March 31, 2016
Investmant management fees payabla 100,177 25,913
Aggragate i made in the and group companies as at March 31, 2017 are as follows: (in®)
Scheme E Tier |
March 31, 2017 rch 31, 2016
Name of the Company Assat typa Marsh 3¢
Cost Market Value Cost Market Valua
HODFC Ltd Equity 23,231,909 29,208,832 24,877,630 22,835,062
Investmont with other Group Companies
Nature of relationship Name of the related party
A i of Holding Company HDFC Bank Limited
Aggregate investments made In the other group companies as at March 31, 2017 are as follows: (inT)
Scheme E Tier |
March 31, 2017 March 31, 2018
Name of the Compai As
o i el Cost Market Valua Cost Market Valu
HOFC Bank Ltd Equity 155,882,296 181,781,252 42,245,164 44,705 516
2.4 Provislon
Thare are no p for doubtful debts and g and Income,
2.5 Aggregate value of purchase and sale with percentage to average assets
Aggregate value of purchase and sale with percentage to average assets as at March 31, 2017 is as follows -
(Ine)
Particular 8ct E Tier|
March 31, 2017 March 31, 2016
Average Naet Asset Value 2,578,013.475 510,954,665
Purchase of Investment 27.8912,726,734 4,148,715.828
% 1o average Nat Assets Value 1082.30% 811.85%
Sale of Invesiment 25,196,608,685 2,867.708,380
% fo average Net Assels Value [\ 976.98%

56176%




NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIER |

Notes to accounts
ggregate value of and sale i ,,quummmmd]'wmmmwnrageassalsasntMsn:h.‘a‘l.zoﬂisasfuluws:
{In®)
Scheme E Tler |
SRpichiar March 31, 2017 March 31, 2016
Average Net Asset Value 2,579,013.475 510,954 665
Purchase of Investmant 3,310,108,733 1,285,855 780
% to average Net Assets Value 128.35% 251.66%
Sale of Investment 731,761,842 40,933,112
% to averags Net Assets Value 28.37% B8.01%
“Liguid mutugl fund investments are held for day to day cash menagement, hence excluded
2.6 Invastments falling under each major Industry group
The total vaiue of investments falling under each major industry group (which constitutes not less than 5% of the total investments In the major ck of the ) are di as under:
(Ing)
Scheme E Tier |
March 31, 2017 ~ March 31, 2018
Industry Classification % of industry % of Industry
Market value Classification Markst value Classification
Monetary intermeadiation of commercial / saving / postal banks 1,257,045 692 28.94% 338,551,802 2277%
Comp i and related 425 817,037 2.12% 185,840,520 13.25%
Manufacture of passenger cars 330,928 262 7.28% 49,212 521 333%
[ { of ey o tob 323,846,288 6.94% 86,730,872 5.87%
of refined r 319483990 6.85% 86,222,811 5.83%
Construction of Utiity Projacts 235,631,813 5.05% 42,885,025 2.90%
Others 1,611,928,376 34.54% 628,108,716 42 50%
Mutual Funds 187 407,000 4.23% 52,529,000 3.55%
Net Current Assets -44 375,765 -0.85% -85,595 -0.01%
Nat Asset Value 4,666,713,603 100.00% 1,477,883,672 ‘IN.IWL
Note :
f.hdlas#yﬂbssﬂ:aﬂmhnsbmtdmnafsubd&sshvﬂd" Ch (NIC) 2008
2.7 Age wise discl for Sk others appli maney panding all
(inT)
Bcheme E Tier |
et i Agelng Tharch 31, 2017 Warch 31, 2016
ICICI Prudential Liquld - Direct Plan - Growth, Llquid Mutual Fund Less than 7 Days 162,000.00 20,000
2.8 Prior Year Comparatives ;
The Figures of the previous perlod have been ! ] h li . to conform current year's presentation,
2.9 Noto on status of litigation matters with PFRDA
In January 2014, a fresh Request for Proposal (RFF’) was floated by the PFRDA seeking bids from Sponsors for of pansion fund gers afrash to ge the pension funds. In
response to the RFP, HDFC Standard Life Insurance Company Limited (HDFC Life’ / 'the Sponsor') had submitted its technical and | bid. The tech bid made under RFP was

opened in April 2014 and the bld submitted b
Wit Petition bafore the Hon'ble High Court igh Court of Delhi by its Order dated May 15, 20
with the steps set out in the RFP. While the PFRDA cisared the
Sponsor even agreed to match the lowest commercial bid, the PFRDA di to grant the Sy a 'Letter of Appoi
High Court of Delhi aainst the rejection. Vids its Order dated December 18, 2014 the Hon'ble High Court of Delhi quashed_.and set aside the PFRDA's
the PFRDA to grar. HDFC Life a ‘Letter of Appointment’ to act as a Sponsor. Subsequently, the PFRDA has filed a Special Leave Petition before the
the above said Order dated December 18, 2014.The Hon'ble Supreme Court, by its Qrder dated March 8, 2015, refused to grant the PFRDA any
pending hearing. On March 27, 2015, complying with the High Court order, the PFRDA had issusd a ‘Latter of Appointment' in
subject to the out of the above p ings filed befora the Hor'ble Supreme Court. The Company has obtained an opinion
chance of succeeding in the matter.

the bid in

Hon'ble Supreme
ad-interim relief al

It may be noted that the PFRDA (Pension Fund) Regulations, 2015 were notified in M.
submitted its application for the same,

ay 2015, pursuant to which re-registration of all pension funds wa:

and a respense from the PFRDA is awaited, Howaver, vide a letter dated June 24, 2016, the PFRDA, while

Sponsor, therefore, filed a

14 quashed and set aside the PFRDA's rejection
Sponsor's technical and commercial bid and the
. The Sponsor therefore filed ancther Writ Petition befors the Hon'ble
rejection of the Sponsors bid and directed

Court of India challenging
nd the matter is presently

favour of the Sponsar, stating inter alia that such appointment is
from its lawyers, as per which the Company stands a fairly good

s sought by the PFRDA. HDFC Pension has

had granted an extension to continue as a Pension Fund until the selection of Pension Funds in tarms of procass specified under PFRDA (Pension Fund) Jat

of Annual Faes,
2015. This ion was

subject to the Order of the Supreme Court of India on the appeal filed against the Order of the High Court of Delhi.
During the year under review, the PFRDA had issuad a fresh Request For Proposal ('RFP’) for selection of Pension
Technical and C ial bid. On N 29, 2018 the PFRDA issued a notice that the Commercial Bid would
included which implies that the Technical Bid of HDEC Life has been accepted. HDFC Life is also given to
accepted by the PFRDA and formal lssuance of letters of appointment is awaited.

Funds for private sector, pursuant to which the
be d on Ne ber 30, 2018 wherein the

that the C
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Bid submitted by HDFC Pension hasalso been




NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIER |
3. PORTFOLIO STATEMENT AS ON YEAR ENDED MARCH 31, 2017

{In%)

Asset Head Scrip Name Quantity Market Value s of
Portiolio |
Equity Shares ITC Ltd 1,155,356 323,846,288 6.94%
Reliance Industries Ltd 188,897 249,249 867 5.34%
ICICI Bank Ltd B74,885 242,211,312 5.19%
Larsen & Toubro Ltd 149,617 235,631,813 5.05%
Kotak Mahindra Bank Ltd 268,331 234,038,298 5.02%
Infosys Ltd 210,843 215,534,257 4.62%
Maruti Suzuki India Ltd 35,322 212,486 555 4.55%
HDFC Bank Ltd 132,946 191,781,252 4.11%
Indusind Bank Ltd 123,249 175,648,312 3.76%
State Bank of India 593,121 174,021,701 3.73%
UltraTech Cement Ltd 38,246 152,400,749 3.27%
Yes Bank Ltd 85,833 132,762,193 2.84%
Mahindra & Mahindra Ltd 99,030 127,441,707 2.73%
Tata Motors Lid 244 960 114,114,616 2.45%
Tata Consultancy Services Ltd 45,509 110,668,788 2.37%
Hero Motocorp Ltd 29,371 94,631,883 2.03%
Hindustan Unilever Ltd 89,666 90,870,476 1.95%
HCL Technologies Ltd 98,577 86,230,231 1.85%
Sun Pharmaceuticals Industries Ltd 123,692 85,118,650 1.82%
Zee Entertainment Enterprises Ltd 153,702 82,315,108 1.76%
Cipla Ltd 108,834 65,126,070 1.40%
Tata Steel Ltd 129,965 62,734,106 1.34%
Axis Bank Ltd 127,528 62,590,742 1.34%
Hindustan Pstroleum Corporation Ltd 99,061 52,071,415 1.12%
Power Grid Corporation of India Ltd 258,818 51,064,791 1.09%
Bharat Petroleum Corporation Ltd 76,957 50,010,506 1.07%
Bajaj Finance Ltd 38,568 45,166,985 0.97%
Mational Thermal Power Corporation Ltd 260,125 43,180,750 0.93%
Coal India Ltd 141,284 41,349,689 0.89%
Vedanta Ltd 139,033 38,227,123 0.82%
Qil & Natural Gas Corporation Ltd 178,225 32,971,625 0.71%
Exide Industries Lid 139,360 31,265,416 0.67%
Bharati Airtel Ltd 86,641 30,328,682 0.65%
Wipro Ltd 58,514 30,175,670 0.65%
Housing Development Finance Corporation Ltd 19,444 29,206,832 0.63%
Bank of Baroda 161,266 27,880,855 0.60%
Ambuja Cements Ltd 103,407 24,471,267 0.52%
Dr Reddys Laboratories Ltd 8,502 22,380,240 0.48%
Tata Motors Ltd DVR 79,035 22,299,725 0.48%
Adani Ports And Special Economic Zone Ltd 59,636 20,252,386 0.43%
Lupin Ltd 13,914 20,108,513 0.43%
Indian Oil Corporation Ltd 46,926 18,162,708 0.39%
Siemens Ltd 13,913 17,463,598 0.37%
Rural Electrification Corporation Lid 93,372 16,900,332 0.36%
Hindalco Industries Ltd 84,567 16,494,783 0.35%
Shree Cements Ltd 955 16,314,456 0.35%
Federal Bank Ltd 176,067 16,101,327 0.35%
UPL Ltd 21,218 15,932,104 0.34%
Bharti Infratel Ltd 48,691 15,868,397 0.34%
Gas Authority of India Ltd 41,153 15,512,623 0.33%
Bharat Electronics Ltd 96,860 15,182,805 0.33%
QOracle Financial Services Software Ltd 3,795 14,480,771 0.31%
Cummins India Ltd 15,066 14,304,414 0.31%
Eicher Motors Ltd 5565 14,201,063 0.30%
Dabur India Ltd 49 111 13,620,936 0.28%
Godrej Consumer Products Ltd 8,009 13,386,243 0.28%
Tech Mahindra Ltd 29,148 13,383,763 0.29%
Petronet LNG Ltd 33,100 13,344,265 0.29%
Britannia Industries Ltd 3,850 0.28%
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME ETIER |
3. PORTFOLIO STATEMENT AS ON YEAR ENDED MARCH 31, 2017 '

(In%)
Asset Head Serip Name Quantity Market Value = of
Portfolio

Ashok Leyland Ltd 152,288 12,875,850 0.28%

Divis Laboratories Ltd 19,745 12,317,918 0.26%

Shriram Transport Finance Co. Ltd 10,832 11,676,896 0.25%

Asian Paints (India) Ltd 10,723 11,511,141 0.25%

Glenmark Pharmaceuticals Ltd 13,200 11,247,720 0.24%

Cadila Healthcare Ltd 23,000 10,166,000 0.22%

United Spirits Ltd 4,193 9,118,517 0.20%

Havells India Ltd 17,840 8,308,980 0.18%

Hindustan Zinc Ltd 26,021 7,514,865 0.16%

LIC Housing Finance Ltd 11,917 7,370,069 0.16%

Oil India Ltd 12,138 4,051,664 0.09%

|Equity Shares Total 8,109,034 4,513,682 458 86.72%
Mutual Fund Units ICICI Prudential Liquid - Direct Plan - Growth B20,324 197,407,000 4.23%
Mutual Fund Units Total 820,324 197,407,000 4.23%
Net Current Assats - (44,375,765) -0.95%
Grand Total 8,929,368 4,666,713,693 | 100.00%
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME ETIER |

3.1 KEY STATISTICS FOR THE YEAR ENDED MARCH 31, 2017

Scheme E Tier |
SHNg farclans March 31, 2017 March 31, 2016
1 NAV per unit (T) |
Open 14.2812 15.4345
High 17.5602 16.0622
Low 13.9545 12.7527
End 17.5602 14.2812
2 Closing Assets Under Management (T in Lakhs)
End 46,667.14 14779.84
Average daily net assets (AAUM) Il 25,790.13 5108.55
3 Gross income as % of AAUM NI 22.34% 1.93%
4 Expense ratio
a Total expense as % of AAUM (scheme wise) IV 0.03% 0.03%
b | Management fee as % of AAuM (scheme wise) V 0.01% 0.01%
5 Net income as % of AAuM VI 21.47% -0.49%
] Portiglio tumover ratio VI 28.37% 8.01%
7 Total dividend per unit distributed during the period N.A N.A.
8 Retumns: (%)
a Last one year 22.96% -1.47%
Benchmark IX 20.87% -8.07%
b Since inception 75.80% 42.81%
Benchmark IX 68.10% 39.90%
1 Compound annualised yield (%) VIl
Last 1 year 22.96% -7.47%
Last 2 year 6.66% 9.10%
Last 3 year 13.53% N.A.
Since launch of the scheme 16.60% 14.30%
Launch Date August 01, 2093

| NAV = (Market value of investment held by scheme + value of curent assets - value of current liability and provisions, if any) /
{no. of units at the valuation date (before creation/ redemption of units)

[} AAuM = Average daily net assets

] Gross income = Total Income as per Revenue Account

v Total expenses = Expenses include management fees, custody fees, trustee bank charges but excludes Unrealised /Realised loss
v Management fee as % of AAuM is annualised

-V Net income = Surplus / Deficit as per Revenue Account
Wil Portfolio tumover = Lower of sales or purchase divided by the average AUM for the period.

Investments in liquid mutual fund is excluded from the tumover as the same is primarily for liquidity management
il Compounded annualised yield is to be calculated based on following formula: = {1+ cumulative return)*n -1 (where n=365/no. of days)

Post changes in the PFRDA investment regulation vide circular No PFRDA/2015/PFM/08 in September 2015; company has changed the fund management
X strategy of the equity schemes. Due to this change, the benchmark of the scheme has been changed from Nifty 50 to Nifty 100 effective from October 01,
2015. The benchmark return mentioned above represents the retumn of existing scheme benchmark, which is Nifty 100.
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Chartered Accountants ' :

502, Marathon Icon, '
Off. Ganpatrao Kadam Marg | \\ ]
Opp. Peninsula Corporate Park = 3
Lower Parel, Mumbai — 400 013

Tel.: 022-49669000

Fax.: 022-49669023

Email:mumbai@trchadha.com

INDEPENDENT AUDITORS’ REPORT

To,
The Board of Trustees

National Pension System (NPS) Trust

1st Floor, ICADR Building,

6, Vasant Kunj Institutional Area- Phase II,
New Delhi 110 070

Report on Financial Statements

| B We have audited the accompanying financial statements of NPS Trust A/e HDFC Pension
Fund Scheme E — Tier II under the National Pension System Trust (NPS trust) managed by
HDFC Pension Management Company Ltd. (PFM) which comprise of the Balance Sheet as at
March 31, 2017 and the Revenue Account for the year then ended, and a summary of significant
accounting policics and other explanatory information.

Management’s Responsibility for the Financial Statements

% Management of the PFM, in accordance with the Pension Fund Regulatory and
Development Authority (PFRDA) Guidelines and the Investment Management Agreement (IMA)
with the NPS Trust, is responsible for the preparation of these financial statements that give a true
and fair view of the financial position and financial performance of the Scheme in accordance with
the accounting standards specified under Section 133 of the Companies Act, 2013 read with Rule 7
of the Companies (Accounts) Rules, 2014 to the extent made applicable by PFRDA to Scheme.
This responsibility includes the design, implementation and maintenance of internal control
relevant to the preparation and presentation of the financial statements that give a true and fair view
and are frec from material misstatement, whether due to fraud or error. These financial statements
are also approved by the NPS Trust on the recommendation of the Board of Directors of the PFM.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the ﬁnan01al
statements are free from material misstatement.

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP
(A limited liability partnership w1th LLP Identification No. AAF-3926) with effect from 28th December, 2015]

Corporate Office : B-30, Connaught Place, Kuthiala Building, New Delhi - 110001
Phone : 43259900, Fax : 43259930, E-mail : delhi@trchadha.com

Regd. Office : Suite No, 11A, 2" Floor, Gobind Mansion, H-Block, Connaught Circus, New Delhi - 110001
Phone : 011 41513059 / 41513169

Branches at:  %* AHMEDABAD ** BENGALURU %* CHENNAI % GURGAON ** HYDERABAD ** PUNE
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai — 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

4. An audit involves performing procedures to obtain audit cvidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment or the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the PEM’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of the accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

3. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

6. In our opinion and to the best of our information and according to the explanations given to
us, the financial statements give the information required by PFRDA (Preparation of Financial
Statements and Auditors Report of Schemes under National Pension System) Guidelines 2012 and
give a true and fair view in conformity with the accounting principles generally accepted in India:
a) in the case of the Balance Sheet, of the state of affairs of the Scheme as of March 31, 2017,
b) in the case of the Revenue Account, of the surplus of the Scheme for the year ended on that
date: P AT

g o)
Emphasis of Matter /;—;( l p \,\\
in B )
7. Without modifying our opinion, we invite attention to Note &Eﬁ,ﬁ;ﬁe{i C
with litigation relating to granting of license to PFM to undertake pen\b Y
National Pension System by PFRDA.

7 in connection
"
agement under the

Report on Other Legal and Regulatory Requirements

8. As required by the PFRDA (Preparation of F inancial Statements and Auditors Report of
Schemes under National Pension System) Guidelines 2012, as amended, we report that:

a) We have obtained all information and explanations which to the best our knowledge and
belief were necessary for the purpose of the audit.

b) The Balance Sheet and Revenue account of the Scheme are in agreement with the books of
account of the Scheme.

c) In our opinion, proper books of account of the Scheme, as required by the PFRDA have

been maintained by the PFM so far as appears from our examination of those books. y T
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d) All transactions expenses in excess of the limits contractually agreed to / approved by the
Authority are borne by the Pension Fund (if any) and are not charged to the NAV of the
Scheme.

c) In our opinion the Balance Sheet and Revenue Account of the Scheme dealt with by this

report comply with the Accounting Standards specified under Section 133 of the Companies
Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 to the extent made
applicable by PFRDA.

9. We further certify that
a) Investments have been valued in accordance with the guidelines issued by the Authority.
b) Transaction and claims/fee raised by different entities are in accordance with the prescribed

fee. The CRA charges have been charged based on communication reccived from CRA.

For T R Chadha & Co LLP
Chartered Accountants
Firm Registration No 006711N/N500028

/_\f\ oD \,{ WA

Vikas Kumar

Partner P~
Membership No 75363
Place: Mumbai

Date: y2-7)-v /7
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIER II

BALANCE SHEET AS AT MARCH 31, 2017 {In%)
Scheme E Tierll
Schedul

Forticulars B March 31, 2017 March 31, 2016
Liabilities

Unit Capital 1 80,251,831 26,085,973

Reserves & Surplus 2 41,466,931 6,000,572

Current Liabilities and Provisions 3 3,278,316 955,649

Total 124,997,078 33,042,434
Assets

Investments 4 123,012,808 32,138,444

Deposits 5 - -

Other Current Assels- -] 1,984,170 803,750
| Total 124,997,078 33,042,194
(a) Net asset as per Balance Shest (Schedule 4+5+6-3) 121,718,762 32,086,545
{b) Number of un*s outstanding 8,025,183 2,608,597
(c) NAV per unit (a)/(b) (%) 15.1671 12.3003

Significant accounting policies and notes to accounts 7

The notes referred to above form an integral part of the financial statements.

This is the Balance Sheet referred to in our report of even date.

For T R Chadha & Co LLP (FRN 006711N/N500028) For and on behalf of Board of Directors of HDFC Pension Management
Company Limited
Chartered Accountants
ra
Y
! /4 -
Vikas Kymar Amitabh Chaud| Vibha Pad,
Partner {Director) (Director)
Membership No.75363
| w} R
. I W
'S PR | P v [
Sumit Shukla |\ Fagun Pancholi Nagesh Pal
(Chief Executive Officer) (CHief Financial Officer)  (Company Secretary)
Place : Mumbai . LA NEY Place : Mumbai
Date : y2-"J- 4 7 4 Date : April 24, 2017

For and on Behalf of NPS Trust
_ | AL N
: L > o0 % /’\

Shailesh V.Haribhakti
(Chairman, NPS Trust Board)

Kamal Chaudhry
{Chief Executive Officer)

Place :

Date: 1.3 JUL 2017
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NATIONAL PENSION SYSTEM TRUST

NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME E TIER Il

REVENUE ACCOUNT FOR THE YEAR ENDED MARCH 31, 2017 {In%)
i Scheme E Tler Il
Faticuis March 31, 2017 March 31, 2016
Income
Dividend 200,447 220,984
Interest - 24
Profit on sale/r plion of i its 1,235 664 52120
Unrealised gain on appreciaticn in i it 12,434,794 -
Total Income (A) 14,670,905 273,128
Expenses & Losses
Unrealised losses In valug of investments - 784,544
Loss on salefredemption of i t 496,240 7,758
Management fees (including sarvice tax) 7,574 1,759
NPS Trust feas 6,588 889
Custodian fees 2,475 1,266
CRA fees 46,723 15,540
Less . Amount recoverable on sale of units on account of CRA Charges (48,723) (15,540)
Depository and settlement charges 392 -
Total Expenditure (B) §13,269 796,216
Sumplus/(Deficit) for the year (A-B = C) 14,067,636 (523,088)
Less: Amount transfi dto U lised appreciation account | {11,868,098) 217 848
Less: Amount transferred to General Reserve | (2,189 538) 305,240
Amount cirried forward to Balance Sheet - -
Significant accounting policlies and notes to accounts 7

The notes referred to above form an integral part of the financial statemants.

This is the Revenue Account referred to in our report of even date.

For T R Chadha & Co LLP (FRN 006711N/N500028)

Chartered Accountants T

Vikas Kul

For and on behalf of Board of Direct

of HDFC Penslon M

Company Limited

\\J.\L\“\ '

Amitabh Chaudhry Vibha Padalkdr
Partner (Directar) {Director)
Membership No.75363
T
\ ' U\?&V&y/
Apafppts 1
| Fayun Pancholl Nagesh Pal

{Ct_'ief Financial Officer) {Company Secratary)

Place :
Date :

Mumbai

12-747)

For and on Behalf of NPS Trust

N

Shailesh V.Haribhakti Kamai"Chaudhry
{Chairman, NPS Trust Board) {Chief Executive Officer)
Place :

Date :
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Schedules forming part of the financial statements

Schedule 1: Unit capital {In%)
Particul Scheme E Tier Il
bl March 31, 2017 March 31, 2018
Initial capital
Unit capital
Outstanding units at the beginning of the year 26,085,973 4,068,912
Add Units issued during the year 62,633,146 23,491,486
Less: Units redeemed during the year {8,467,288) {1.474,425)
Qutstanding at the end of the year 80,251,831 26,085,973
(Face Value of Rs.10/- each unit, fully paid up)
Outstanding units at the beginning of the year 2,608,597 406,891
Add :Units issued during the year 6,263,315 2,349,149
Less: Units redeemed during the year (B46,729) (147 ,443)
Outstanding Units at the end of the year 8,025,183 2,608,587
Schedule 2: Reserves and surplus (InT)
Scheme E Tier Il
Particulars
March 31, 2017 March 31, 2018
Unit premium reserve
Opening balance 6,256,944 1,055,959
Add: Premium on Units issued 24,836,124 5,529,923
Less: Premium on Units redaemed (3,427.401) (328,938)
Closing balance 27,665,667 6,256,944
General Reserve
Opening balance {256,372) 48,868
Add/{Less): Transfer from/(to) Revenue Account 2,189,538 {305,240)
Closing balance 1,933,168 (266,372)
Unrealised Appreciation Reserve
Opening balance - 217 848
Add/(Less): Transfer from/{to} Revenue Account 11,868,098 (217.848)
Closing balance 11,868,098 -
Total 41,466,831 6,000,672
Schedule 3: Current liabilities and provisions {InT)
Particulars Scheme E Tier i
March 31, 2017 March 31, 2016
Current liabilities & Provision
Sundry creditors for expenses 8,652 2,199
Redemption Payable 244759 54,548
TDS Payable 125 24
Contracts for purchase of investments 3,024,780 898,767
Provisions* - 11
Total 3,278,316 855,649

* The Provision referred above is towards TDS payable on Custodian fees.
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Schedules forming part of the financial statements

Schedule 4: Investments (Long Term and Short Term) {(In%)
Particulars Scheme E Tler I
March 31, 2017 March 31, 2016
Equity shares 117,256,908 31,596,944
Others - Mutual Fund Units 5,756,000 541,500
Total 123,012,908 32,138,444
Schedule 5: Deposits (In%)
Particulars Scheme E Tler Il
March 31, 2017 March 31, 2018
Deposits with scheduled banks - -
Total L &
Schedule 6: Other current assets {InX)
Scheme E Tier Il
Particulars
i March 31, 2017 March 31, 2018
Balances with banks in current account 9,619 688
Contracts for sale of investments 114,290 -
Brokerage receivable from PFM 396 -
Others - Dividend receivable 40,076 4,296
Sundry debtors 1,819,789 898,766
Total 1,984,170 803,750
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Schedule 7
Significant accounting policies & notes to accounts for the year ended March 31, 2017

1.1 Background

HDFC Pension Management Company Limited (‘the Company') has been appointed as a Pension
Fund Manager (‘PFM’) by the Pension Fund Regulatory and Development Authority ("PFRDA") for
the management of Pension Schemes under the National Pension System (‘NPS'). Accordingly, the
Company has entered into an Investment Management Agreement (IMA") with NPS Trust. The
Pension Fund Regulatory and Development Authority ("PFRDA" / "Authority") guidelines require each
PFM to manage subscribers’ funds. As per unbundled architecture of the NPS, the main
responsibility of PFM is to manage funds in accordance with the laid down guidelines and declare
NAV. As per the architecture, the NSDL e-Governance Infrastructure Ltd and Karvy Computershare
Pvt.Ltd being the Central Recordkeeping Agency (CRA) provides consolidated data to PFM for
allotment / redemption of units and Axis Bank, being the Trustee Bank, provides / receives funds on
consolidated basis in respect of such allotment / redemption.

Central Record Keeping Agency (CRA): National Securities Depository Limited (NSDL), Karvy
Computershare Pvt.Ltd and PFRDA have set up Central Recordkeeping Agency (CRA,) for the NPS
Some of the key responsibilities of the CRA include the following:

- e Recording keeping, Administration and Customer service function for NPS subscriber,
o Providing Unique Permanent Retirement Account Number (PRAN) to each subscriber,
e Maintaining database of all PRANs issued and recording transactions relating to each
subscribers PRAN,
e PRAN Transaction Statement,
e An operational interface between PFRDA and other NPS intermediaries such as Pension
Funds, Annuity Service Providers, Trust Bank etc.

CRA is responsible to resolve all queries pertaining to investors. CRA informs about the fund flow to
Pension Fund Managers (PFM) and also instruct Axis Bank to credit PFM's pool account maintained
with them.

PFRDA has appointed the Karvy Computershare Pvt. Ltd as additional CRA in FY 2016-17 for the
NPS, which got operational with effect from 15" February, 2017.

\" \“_/
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NPS trust has designated Stock Holding Corporation of India Ltd. (SHCIL) as the custodian, who is

responsible for safe custody of securities and settlements of trades.

The fees payable to CRA, in terms of IMA, is charged to the investor by redeeming the equivalent
number of units on receipt of intimation from CRA. As stated above, the amount of funds received
from the subscribers is intimated by the Trustee Bank on consolidated basis on T+2 basis. PFM
records the same on receipt basis. Accordingly, funds with Trustee Bank at the yearend do not get
reflected in the financial statements.

1.2 Basis of preparation

The financial statements have been prepared to comply with the Pension Fund Regulatory and
Development Authority Act, 2013, PFRDA (Preparation of financial statements and Auditor’s report of
Schemes under National Pension System) Guidelines — 2012, Accounting Standards notified under
thé Companies Act, 1956 to the extent made applicable by PFRDA (Preparation of financial
statements and Auditor’s report of Schemes under National Pension System) Guidelines — 2012 and
generally accepted accounting principles. These financial statements have been prepared on an
accrual basis, except as otherwise stated.

The financials have been prepared for SCHEME E TIER Il being managed by the Company.

The Company manages eight separate schemes under the two tiered structure (Tier | and I)
prescribed under the NPS. The schemes are classified as Scheme E, C, G and A based on the asset
class prescribed under the NPS as follows:

Scheme E - Equity market instruments
Scheme C - Credit risk bearing fixed income instruments
Scheme G - Government securities

Scheme A — Alternate Investment funds

1.3 Investments

Transactions for purchase and sale of securities are accounted on trade date.
The holding cost of investments is determined by the weighted average cost method and the cost
includes applicable taxes and stamp charges but exclude brokerage and other transactional charges.

Investments are reconciled with the custodian records on daily basis.
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Valuation of Investments
The scheme marks all investments o market and carries investments in the Balance Sheet at the
market value as on Balance Sheet date | date of determination / date of valuation.

The change in unrealised appreciation/depreciation in the value of investments is determined
separately for each assets category at the year-end and is recognised in the Revenue Account. The
change in net unrealised appreciation, if any, is transferred to /from “Unrealised Appreciation

Reserve" shown as part of Reserves and Surplus.

As per directive received from NPS Trust, the valuation of investments is carried out by Stock Holding
Corporation of India Limited (SHCIL) effective April 1, 2011. The Investment valuation methodology
adopted by SHCIL is as follows:

The following valuation norms are as prescribed by PFRDA (Preparation of Financial Statements and
Auditor's Report of schemes under National Pension System) Guidelines - 2012.

Securities traded at a stock exchange:

The securities are valued at the daily closing price on the stock exchange.

Listed equity shares are valued at market value, being the last quoted closing price on the National
stock exchange (NSE). If they are not quoted on NSE, then the last quoted closing price on the
Bombay stock exchange (BSE) is taken.

Non traded rights are valued at the difference of closing market price of the original equity share for
the day and the offer price. Traded rights are valued at the closing market price of the rights
renunciation till the time of application. In the event of application of rights, the rights entitiement
would be valued at the closing market price of the original equity share till the date of allotment/listing.

Mutual fund units are valued based on the net asset values of the preceding day of the valuation
date.

Securities not traded at a stock exchange:

Non-traded / thinly traded / privately placed equity securities including those not traded within thirty
days are valued “in-good faith” on the basis of following valuation methods approved by the
Authority/Trust:

Equity instruments are generally valued on the basis of capitalization of earnings solely or in
combination with-the net asset value, using for the purposes of capitalization, the price or earning
ratios of comparable traded securities and with an appropriate discount fgr lower liquidity.
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1.4 income Recognition

Dividend Income’is recognised on the "Ex-Dividend" date in case of listed equity shares.

Bonus entitled shares are recognised only when the original shares on which the bonus entitiement
acerues are traded on the stock exchange on an ex-bonus basis. Rights entitlements are recognized
only when the original shares on which the right entitlement accrues are traded on the stock

exchange on an ex-rights basis.

Profit or loss on sale of equity is the difference between the sale consideration net of expenses and

the weighted average book cost as on the date of sale.

Profit or loss on sale of mutual fund units is the difference between the sale consideration net of

expenses and the weighted average book cost.

Interest income on all interest bearing investment is recognised on daily accrual basis; when
investments are purchased, interest paid for the period from the last interest due date upto the date of
purchase is debited to Interest Recoverable Account and not included in cost of purchase. Similarly
interest received at the time of sale for the period from the last interest due date upto the date of sale

credited to Interest Recoverable Account and not included in sale value.

1.5 Units reconciliation
The subscribers’ units as per Investment management system are reconciled with Central
Recordkeeping Agency (CRA) records on daily basis.

1.6 Investment management fees :
Investment management fees are recognised on daily accrual basis on closing Asset Under
Management (AUM) in accordance with IMA. The Investment management fee is inclusive of
brokerage but excludes custodian charges and applicable taxes, if any.

The Company has charged investment management fee of 0.01% per annum (inclusive of brokerage
but excluding custodian charges and applicable taxes), with effect from August 01, 2014, in terms of
the Pension Fund Regulatory and Development Authority's circular no. PFRDA/6/PFM/9/2 dated July
31, 2014.




1.7 Trustee fees
The Company has started charging Trustee fee of 0.01% per annum, with effect from November 01,

2015 in terms of the National Pension Scheme Trust circular no. 1/20/2015/NPS dated October 19,
2015.

1.8 Other Expenses

Custody charges are recognise
ed when they are debited by the trustee bank on a quarterly basis.

d on daily accrual basis in accordance with IMA. Trustee bank

charges, if any, are recognis

1.9 Unit Premium Reserve
Upon issue and redemption of units,
against the Unit Premium Reserve of the Scheme.

the net premium or discount to the face value of units is adjusted
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Notes to accounts
2.1 Contingant liabilitias {In%)
Particulars Bchemo E Tier Il ‘
March 31, 2017 March 31, 2016
Uncalled liabllity on partly paid shares MIL NIL
Other commliments MNIL NIL
2.2 Investmenis
All are i All i of the scheme are in the name of the NPS Trust. Al its are raded
2.3 Details of transactions with sponsor and its ralated parties
Mature of | Nama of the related party
Pension fund managar HDFC Pen: nt G Limited
Sponsor Company HDFG d Life G Limited
and group i
Holding Company HOFC Limited
Mr. Amiabh Chaudhry Key Management Personnel
Ms. Vibha Padalkar Key Management Personnal
Mr, Sumit Shukla Key Management Personnel
Mr. Fagun Pancholi Key Management Personnel
Mr. Nagesh Pai Key Management Parsonnel
The i o significant the C: and its related parties for the year ended March 31, 2017
(In%)
Mature of Transactian Schema E Tier il
March 31, 2017 March 34, 2018
investment management faas 7,574 1,759
Balances with HDFC Pension Managament Company Limited are as follows:
[(LR4]
Schema E Tir Il
ture of Transact
\ i A Warch 31, 2017 Warch 31, 2016
‘ Investment management fees payable 2,684 538
te i ts made in the jates and group COMp as at March 31, 2017 are as follows: {(In%)
Schems E Tier Il
Marech 31, 2017 March 31, 2018
Name of the Company Asset type
¥ Cost Market Value Cost Market Valus
HDFC Lid Equity 858,402 1,086,491 858,402 784,976
investment with other Group Companias
Nature of relationship Nama of the related party
Associates of Holding Company HDFC Bank Limited
Aggregate Investments made in the other group companles as at March 31,2017 are as fodlows: {In )
Scheme E Tier ll
Name of tha Com| March 31, 2017 I March 31, 2016
pany Asset typa ' d '
Cost Markst Value Cost Market Valua
HDFC Bank Lid Equity 3,853,582 4,670,877 877,134 935,114
2.4 Provision
Thera are no provisions for bt ful its, debis and ding and accrued income.
2.5 Aggregate value of purchase and sale with parcentage to average assets
Aggregate value of purchase and sale with percentage to average assets as at March 31, 2017 is as foliows :
(In%)
Particular Schema E Tier i
March 31, 2017 March 31, 2016
Average Nel Asset Value 65,882,009 15,409,085
Purchase of Invasiment 713,827,377 64,258,266
% to average Mt Assets Value 1083.48% £17.02%
Sale of Investment 636,084,718 36735844
% to avarage Nl Assets Valus

B65.40% 23540%
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Notas to accounts

te value of purchase and sale Juding liquid mutual fund)® with percentage lo average assels as at March 31, 2017 is as follows -

(In%)
Schema E Tier i :
DI Warch 31, 2017 Warch 31, 2018
Average Net Asset Value 85,882,000 15,408,085
Purchase of lnvastment 89,412,176 27.364,088
=4 to gverage Met Assels Value 135.71% 177.58%
Sale of Investment 16,716,791 121,100
|___% %o average Net Assels Vaiue 25.37% 0.79%
“Liquid mutual fund Investments are held for day to day cash management, hence axcluded
2.6 Investments falling undar each major industry group
The total value of investments falling under each major Industry group (which constitutes not lsss than 5% of the tolal L in the major lon of the arg as under;
{in%)
Scheme E Tier il
Industry Classification March 31, 2017 March 31, 2018
% of Industry. % of Industry
LA Classification Nk vRNBY Classification
of | / saving / postal banks 33,078 486 27.18% 7,374,166 22.88%
Computer program..ing and related activities 11,105,623 8.12% 4,344,023 13.54%
Manufacture of passenger cars 9,057,269 T.44% 1,083 817 341%
of cig 2 tobacco 8,823,563 7.25% 1,927,156 B.01%
of refined p product ' 7,678,326 8.31% 1,908,207 5,05%
of p ticals dicinal lcal and product 3,435,257 2.82% 1,824,705 5.08%
Others 44,077,384 368.21% 13,323,870 41.52%
Mutual Funds 5,756,000 4.73% 541,500 1.68%
Net Current Assets (1,294,148) -1.08% (51.800) -0.16%
Met Asset Value 121,718,762 100.00% 32,086,546 400.00%
Nota
1) Industry classification has been faken af sub class level of Natienal | Classii (NIC) 2008.
2.7 Age wise for othars ag monay
(in%)}
Schame E Tier il
Security Asgat i,
S e gosny March 31,2017 March 31, 2016
NIL MIL MIL NIL
2.8 Prior Year Comparatives :
The Figures of the previous peried have been regroup I ged {o conform cument year's presentation.
2.9 Note on status of litigation mattars with PFRDA
In January 2014, a fresh Reguest for Proposal ('RFP') was fioated by the PFRDA seeking bids from S far selaction of pansion fund gors afresh to the ion funds. In resp

to the RFP, HDFC Standard Life Insurance Company Limited {HDFC Lifa’ / 'the Sponsor’) had submitted its technical and commercial bid. The technical bid made under RFP was opened in April
2014 and the bid submitted by the Sponsor was not accepted by the PFRDA on technical grounds of not having profitability for a period of 3 years. The Sponsor, therefore, filed a Writ Patition bafore

the Hon'ble High Court of Delhi, ch ing the said rejsction. The Hon'ble High Court of Delhl by its Order dated May 15, 2014 guashed and set aside the PFRDA’s rejection of the Sponsor's bid and
directed the PFRDA to eval the bid in with tha steps set out in the RFP. While the PFRDA cleared the Si s technical and jal bid and the Sp aven agreed to match
the lowest commercial bid, the PFRDA declined to grant the a'Letter of Appointment, The Sponsor thersfore filed another Wit Petition before the Hon'ble High Court of Delhi against the

rejection. Vide its Order dated December 18, 2014 the Hon'ble High Court of Delhi quashed and set aside the PFRDA'S rejaction of the Sponsor's bid and directad the PFRDA to grant HOFC Lifa a
‘Letter of Appointment’ to act as a Sponsor. Subsaquently, the PFRDA has filed a Special Leave Pefition before the Hon'ble Supreme Court of India challenging the above said Order dated December
18, 2014.The Hon'ble Supreme Court, by its Order dated March 8, 2015, refused to grant the PFRDA any ad-interim relief and the matter is presently pending hearing. On March 27, 2015, complying
with the High Court order, the PFRDA had issued a "Letter of Appointment' in favour of the Sponsor, stating inter alia that such appointment is subject to the outcome of lhe abave proceedings filed

bafare the Hon'ble Sup Court. The Comg has ined an opinion from its lawyers, as per which the Company stands a fairly good chance of succeeding in the matter.
It may be noted that the PFRDA (Pension Fund) Regulations, 2015 were notified in May 2015, p it to which r istration of all pension funds was sought by the PFRDA. HOFC Pension has
submitted its application for the same, and a response from the PERDA is awalted. However, vide a letter dated June 24, 2018, the PFRDA, while ach fedging our ission of Annual Fees, had

granted an extension {o continus as a Penslon Fund untl the salection of Pension Funds in terms of process specified under PFRDA (Pension Fund) ragdaﬂ‘::lm. 2015. This extension was subject to
tha Order of the Supreme Court of India on the appeal filed against the Order of the High Court of Delhi.

During the year under review, the PFROA had issued a fresh Request For Proposal {'RFF') for selection of Pension Funds for private sector, pursuant to which the Sponsor had submitted a Tachnical

and C ial bid. On N ber 29, 2016 the PFRDA issued a notice that the Commercial Bid would be opened on N ber 30, 2016 in the nama of HOFC Life was included which implies
that the Technical Bid of HDFC Life has been accepted. HOFC Life is also given to i that the © ial Bid submitted by HDFC Pension hasalso been accepted by the PFRDA and formal
i of ltters of appai is awal : :
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3, PORTFOLIO STATEMENT AS ON MARCH 3, 2017 (In¥)
Asset Hoad Scrlp Name Quantity Market Value % of
; 7 Portfolio
Equity Shares ITC Ltd 31,479 8,823,563 7.25%
' Kotak Mahindra Bank Ltd 7.349 6,409,797 5.27%
ICICI Bank Ltd 22,607 6,283,663 5.16%
Infosys Ltd 6,021 6,154,966 5.06%
Reliance Industries Ltd 4,498 5,941,408 4.88%
Maruti Suzuki India Ltd 977 5,877,339 4.83%
Larsen & Toubro Ltd 3,498 5,509,000 4.53%
State Bank of India 18,368 4,802,665 3.95%
Indusind Bank Ltd 3,201 4,690,162 3.85%
HDFC Bank Ltd 3,238 4,670,977 3.84%
UltraTech Cement Ltd 963 3,837,314 3.15%
Yes Bank Lid 2,081 3,218,787 2.64%
Mahindra & Mahindra Ltd 24T 3,179,930 2.61%
Tata Motors Lid 8,225 2,809,916 2.38%
Tata Consultancy Services Ltd 1,135 2,760,093 227%
Hero Motocorp Ltd 730 2,352,024 1.93%
Hindustan Unilever Ltd 2,505 2,283,934 1.88%
Zes Entertainment Enterprises Lid 3,983 2,133,098 1.75%
Sun Pharmaceuticals industries Lid 2,937 2,021,097 1.66%
HCL Technologies Ltd 2,099 1,836,100 1.51%
‘|cipla Ltd 2,869 1,701,174 1.40%
Axis Bank Ltd 3,434 1,685,407 1.38%
Tata Steel Ltd 3,358 1,620,807 1.33%
Power Grid Corporation of India Ltd 7,098 1,400,435 1.15%
Hindustan Petroleum Corporation Ltd 2,487 1,307,292 1.07%
Bharat Petroleum Corporation Ltd 1,899 1,299,050 1.07%
National Thermal Power Corporation Lid 7,542 1,251,972 1.03%
Bajaj Finance Ltd 1,007 1,179,298 0.97%
Coal India Ltd 3,674 1,075,196 0.88%
Housing Development Finance Corporalion Ltd 710 1,066,481 0.88%
Vedanta Ltd 3,732 1,026,113 0.84%
Bank of Baroda 5115 884,630 0.73%
Qil & Natural Gas Corporation Ltd 4,725 874,125 0.72%
Wipro Lid 1,527 787,474 0.65%
Exide Industries Ltd 3,478 780,289 0.64%
Bharati Airtel Ltd 2,161 756,458 0.62%
Tata Motors Ltd DVR 2,288 645,559 0.53%
Ambuja Cements Ltd 2,627 621,680 0.51%
Dr Reddys Laboratories Ltd 228 600,176 0.49%
Lupin Ltd 373 539,080
Adani Ports And Special Economic Zone Lid 1,559 529,436
Siemens Ltd 370 464 424
UPL Ltd 610 443,409
Federal Bank Ltd 4,739 433382
Indian Oil Corporation Ltd 1,110 429,626
Rural Electrification Corporation Ltd 2,370 428,970
Gas Authority of India Ltd 1,114 419,922
Hindalco Industries Ltd 2,141 417 602
Bharti Infratel Ltd 1,280 417,152
Shree Cements Ltd 24 408,997
Bharat Electronics Ltd 2,570 402,848
Cummins India Ltd 402 381,679
Oracle Financial Services Software Ltd 100 381,575
Dabur India Ltd 1,325 367,489
Petronet LNG Ltd 895 360,819
Tech Mahindra Ltd 772 354 464
Godrej Consumer Products Lid 340,966
Ashok Leyland Ltd 338,707
Eicher Motors Ltd 332,638
Divis Laboratories Ltd 327,521
Britannia industries Ltd 323,904
Shriram Transport Finance Co. Ltd 307,230
Asian Paints (India) Ltd 304,874
Glenmark Pharmaceuticals Ltd 302,498
Cadila Healthcare Ltd 274,924
United Spirits Ltd 243 566
Havells India Ltd 214,245
e Hindustan s 202,160
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3. PORTFOLIO STATEMENT AS ON MARCH 31, 2017 {ing)
Assget Head Scrip Name Quantity Market Value %ot
Portfolio

LIC Housing Finance Lid 323 199,759 0.16%

Qil India Lid 37 112,491 0.09%
Eqguity Shares Total 214,681 117,256,808 96.33%
Mutual Fund Units ICIC! Prudential Liquid - Direct Plan - Growth 23,919 5,756,000 4.73%
Mutual Fund Jnits Total 23,919 5,756,000 4.73%
Net Current Assets - {1,294,146) -1.06%
Grand Total 238,600 124,748,762 | 100.00%
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3.1 KEY STATISTICS FOR THE YEAR ENDED MARCH 31, 2017

heme E Tier Il ]
li' B Earmciacs March 34, 2017 March 31, 2016
1 NAV per unit (2} |
Open 12.3003 13.2506
High 15,1671 13.7615
Low 12.0125 10.9822
End 15,1671 12.3003
2 Closing Assets Under Management (Z in Lakhs)
End 121719 320.87
Averaga daily net assets (AAuM) Il £58.83 154.08
3 Gross income as % of AAuM 11l 22.12% 1.77%
4 Expense ratio
a Total expense as % of AAuM (scheme wisa) IV 0.03% 0.03%
b Managemant fee as % of AAUM {scheme wise) V 0.01% 0.01%
5 Net income as % of AAUM VI 21.34% -3.39%
6 Portfolio turnover ratio VIl 25.37% 0.7%%
7 Total dividend per unit distributed during the period N.A, N.A.
;] Returns: (%) VIII
a Last one year 23.31% T7AT%
Benchmark X 20.87% -8.07%
b Since incaption 51.67% 23.00%
Benchmark X 60.10% 39.90%
¢ |Compound annualised yield (%) X
Last 1 year 23.31% TAT%
Last 2 year 6.99% 6.76%
Last 3 year 12.01% N.A
Since launch of the schemea 12.03% 8.08%
Launch Date August 01, 2013

I NAV = (Market value of investment neld by scheme + value of current assets - valua of current liability and provisions, if any) !
(no. of units at the valuation date (before creatlon/ redemption of units)

1] AAUM = Average daily net assets

i} Gross income = Total Income as per Revenue Account

v Total expenses = Exg include g i feas, custody fees, trustee bank charges but excludes Unrealised /Realised loss
v Management fee as % of AAUM is annualised

i Net incorne = Surplus / Deficit as per Revenue Account

vl Pcﬂioliohnmvar=LmarofsalasoercividadbylhaavaragsAUMfoﬂhepeﬁnd,

investments in liquid mutual fund is excluded from fhe turnover as the sama is prirnarily for liquidity management

The investments inta the mandated assets of the fund startad in March 2014, From the date of inception of the fund till March 2014

Wil There was a minimum threshold amaunt for investmant in Nifty 50 basket and till the ime investable amount reaches the thrasheld,

inception of the scheme is not comparable with the benchmark.

The benchmark return mentioned above reprasents the return of existing schema benchmark, which is Nifty 100.

the inflows were irvested in

iqtidsmamesufmmmlhnds,hspsr, iling fund objective of Tier Il Sch E,lhaft.lnﬂowldorlyinveslineq..litrseu.lritlaﬁlhrwg\NiHyEDIndexbasket

It was invested temporarily in

liquid and money market schemes of mutual funds. Due to small size of the fund this has affected the fund performance. Hence, Fund performance since

X Gompounded annualised yieid is to be calculatad based on following formula: = (1+ cumulative return)™n -1 {where n=365/no. of days)

Post changes in the PFRDA investment ragulation vide circular No PFRDA/2015/PFM/OB in September 2015, company has changed the fund management
strategy of the equity schemes. Dus to this changs, the benchmark of the scheme has bean changed from Nifty 50 to Nifty 100 effective from October 01, 2015.

| —
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai - 400 013
Tel.: 022-49669000

Fax.:; 022-49669023
Email:mumbai@trchadha.com

INDEPENDENT AUDITORS’ REPORT
To,

The Board of Trustees

National Pension System (NPS) Trust

1st Floor, ICADR Building,

6, Vasant Kunj Institutional Area- Phase II,
New Delhi 110 070

Report on Financial Statements

1. We have audited the accompanying financial statements of NPS Trust A/c HDFC Pension
Fund Scheme C — Tier I under the National Pension System Trust (NPS trust) managed by
HDFC Pension Management Company Ltd. (PFM) which comprise of the Balance Sheet as at
March 31, 2017 and the Revenue Account for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

2 Management of the PFM, in accordance with the Pension Fund Regulatory and
Development Authority (PFRDA) Guidelines and the [nvestment Management Agreement (IMA)
with the NPS Trust, is responsible for the preparation of these financial statements that give a true
and fair view of the financial position and financial performance of the Scheme in accordance with
the accounting standards specified under Section 133 of the Companies Act, 2013 read with Rule 7
of the Companies (Accounts) Rules, 7014 to the extent made applicable by PFRDA to Scheme.
This responsibility includes the design, implementation and maintenance of internal control
relevant to the preparation and presentation of the financial statements that give a true and fair view
and are free from material misstatement, whether due to fraud or error. These financial statements
are also approved by the NPS Trust on the recommendation of the Board of Directors of the PFM.

Auditor’s Responsibility

3 Our responsibility 1s to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai — 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s Judgement,
including the assessment or the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the PFM’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of the accounting estimates
made by management, as well as evaluati ng the overall presentation of the financial statements,

5. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

6. In our opinion and to the best of our information and according to the explanations given to

us, the financial statements give the information required by PFRDA (Preparation of Financial

Statements and Auditors Report of Schemes under National Pension System) Guidelines 2012 and

give a true and fair view in conformity with the accounting principles gencrally accepted in India:

a) in the case of the Balance Sheet, of the state of affairs of the Scheme as of March 31, 201 fid

b) in the case of the Revenue Account, of the surplus of the Scheme for the year ended on that
date:

Emphasis of Matter
7 Without modifying our opinion, we invite attention to Note 2.9 of Schedule 7 in connection
with litigation relating to granting of license to PFM to undertake pension management under the

National Pension System by PFRDA.

Report on Other Legal and Regulatory Requirements

8. As required by the PFRDA (Preparation of Financial Statements and Auditors Report of

Schemes under National Pension System) Guidelines 2012, as amended, we report that:

a) We have obtained all information and explanations which to the best our knowledge and
belief were necessary for the purpose of the audit.

b) The Balance Sheet and Revenue account of the Scheme are in agreement with the books of
account of the Scheme.

c) In our opinion, proper books of account of the Scheme, as required by the PFRDA have

been maintained by the PFM so far as appears from our examination of those books.
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d) All transactions expenses in excess of the limits contractually agreed to / approved by the
Authority are borne by the Pension Fund (if any) and are not charged to the NAV of the
Scheme.

€) In our opinion the Balance Sheet and Revenue Account of the Scheme dealt with by this

report comply with the Accounting Standards specified under Section 133 of the Companies
Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 to the extent made
applicable by PFRDA.

9. We further certify that

a) Investments have been valued in accordance with the guidelines issued by the Authority.

b) Transaction and claims/fee raised by different entities are in accordance with the prescribed
fee. The CRA charges have been charged based on communication received from CRA.

For T R Chadha & Co LLP
Chartered Accountants
Firm Registration No 006711N/N500028

(\l[\'-\:\r.-da \,{'V‘"ﬂ ‘s

Vikas Kumar

Partner

Membership No 75363
Place: Mumbai

Date: \2.917
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER |

BALANCE SHEET AS AT MARCH 31, 2017 g {(In%)
Scheme C Tier |
Schedule
| rortuiars March 31, 2017 March 31, 2016
Liabilities
Unit Capital 1 1,909,845,530 752,163,302
Reserves & Surplus 2 974,824,004 260,350,164
Current Liabilities and Provisions 3 54,788,616 516,349
Total 2,939,558,160 1,013,029,815
Assets
Investments 4 2,837,910,870 975,498,875
Deposits 5 # 5
Other Current Assets 6 101,647,280 37,530,940G
Total 2,939,568,180 1,013,029,815
{a) Net asset as per Balance Sheet (Schedule 4+5+6 -3} 2,884,769,534 1,012,513,466
(b} Number of units outstanding 190,994,553 75,216,330
(c) NAV per unit {a)/(b) (T) 15.1039 13.4613
Significant accounting policies and notes to accounts 7
The notes referred to above form an integral part of the financial statements,
This is the Balance Sheet referred to in our report of even date.
For TR Chadha & Co LLP (FRN 006711N/N500028) For and on behalf of Board of Directors of HDFC Pension Management

Company Limitad
Chartered Accountants —

wwed \/{

Vikas Kumar
Partner
Membership No.75363

Amitabh Chaudhry bha Pada/

(Director) (Director)

o

Faélun Pancholi Nagesh Pai
'f{a"_hiET Executive Officer) ' (Chief Financial Officer)  (Company Secretary)

- Sumit Shukla

1 0
Place : Mumbai Plice:  Mumbai

pate : 13-7). () N S ——pde :  April 24,2017

For and on Behalf of NPS Trust

N

Shailesh V.Haribhakti Kamal Chaudhry
(Chairman, NPS Trust Board} {Chief Executive Officer)

Place :

13 JuL 2617
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER |

REVENUE ACCOUNT FOR THE YEAR ENDED MARCH 31, 2017 (InT)
ST Froe
C Tier|
Particulars PR
March 31, 2047 March 31, 2016

Income

Interast 136.401,605 31,654,196

Profit on salah ption of i its 2,831,683 765,065

Unrealised gain on appreciation in investments 36,587,261 4,475,178

Total Income (A) 175,820,849 36,884,429
Expenses & Losses

Management fees (including service tax) 194,520 43,194

NPS Trust fees 169,229 24,013

Custodian fees 60,886 29,899

CRA fees 6,145,519 2,734,609

Less : Amount recoverable on sale of units on account of CRA Charges (6.145,519) (2,734,609)

Dapository and settlement charges 8,695 -

Total Expenditure (B} 433,330 97,108

Surplus/(Deficit) for the year (A-B = C) 176,387,218 36,787,333
Less: Amount t d to Unrealised appreciation account | I (36,587,261) (4,475,178)
Less: Amount transferred to General Reserve [ | {138,?99‘95B]| (32,312,155}

Amount carried forward to Balance Sheot ] - -

Slgnificant accounting policies and notes to accounts | 7
The notes referred to above form an integral part of the financial statements,
This is the Revenue Account referred to in our report of even date,
For TR Chadha & Co LLP (FRN LO6T11N/N5D0028) For and on behalf of Board of DI s of HDFC Py Manag

Company Limited
Chartered Accountants P\
o v
/)
/) V})\,
[
e iy e . N”\/\‘
Vikas Kumar Amitabh Chaudhry Vibha Pada
Partner [~ (Directar) (Director)
Membership'No.75363 W
’ 6 U Nz . W
| g et \
| Fagun Pancholl Nagesh Pai
| (Chisf Financial Officer) {Company Secretary)

Place : Mumbai
Date : 1°2-73-17)
For and on Behalf of NPS Trust

Shallesh V. Harlbhakti Kamal Chaudhry
(Chairman, NPS Trust Board) (Chief Exscutive Officer)
Place :
oee: 13 JUL 28V
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NATIONAL PENSION SYSTEM TRUST

NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME ¢ TIERI

Scheduies forming part of the financial staternents

Schedule 1: Unit capltal {(inT)
Parteuim Scheme C Tier |
T Mareh 31, 2017 March 31, 2016
Initial capital
Unit capital
OQuitstanding at the beginning of the year 752,163,302 119,154,538
Add ‘Units issued during the year 1,209,580,776 646,849,771
Less: Units redeemed during the year (51,798,548) {13,841,007)
QutstandIng at the end of the yoar 1,909,945, 530 752,163,302
{Face Value of R5.10/- each unit, fully paid up)
Qutstanding units at the beginning of the year 75,216,330 11,815,454
Add :Units issued during the year 120,958,078 64,684,977
Less: Units redesmed during the year {5.179,855) (1,384,101)
Outstanding Units at the end of the year 190,994,553 75,218,330
Schedule 2: Reserves and surplus {inT)
Particulars Scheme C Tier |
March 31, 2017 March 31, 2018
Unit premium reserve
Opening balance 214,545,981 18,708,382
Add: Premium on Units issued 562,744,284 199,962,330
Less: Premium on Units redeemed (23,657,663) (4,124,731)
Closing balance 753,832,602 214,548,981
General Reserve
Opening balance 38,222,390 5,910,235
Add/(Less): Transfer from/(to) Revenue Account 138,799,958 32,312,155
Closing balance 177,022,348 38,222,290
Unrealised Appreciation Reserve
Opening balance 7,581,793 3,106,615
Add/(Less): Transfer from/(to) Revenue Account 36,587 261 4,475,178
Closing balance 44,169,064 7,681,783
Total 974,824,004 260,350,164
Schedule 3: Current liabilities and provisions (in%)
Particulars Scheme C Tier |
March 31, 2017 March 31, 2018
Current labilities
Sundry creditors for expenses 183,528 59,611
Redemption Payable 1,881,347 200,754
TDS Payable 2.949 734
Contract for Purchase of Investments 52,468,114 -
Interest received in advance 252,678 252,678
Provisions* - 2,572
Total 54,788,618 516,349 |

* The Provision referred above is towards TDS payable on Custodian fees.

63




NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER |

Schedules forming part of the financial statements

Scheduie 4: Investments (Long Term and Short Term) {In%)
Particulare Scheme C Tier |
March 31, 2017 March 31, 2018
Debentures and Bonds Listed/Awaiting Listing 2,733,428,869 968,726,876
Others - Kutual Fund Units 104,482,001 5,771,999
Total 2,837,910,870 975,498,875
Schedule 5: Deposits {Ing)
Particulars Scheme C Tier |
March 31, 2017 March 31, 2016

Deposits with scheduled banks 2 =

Total o .4‘

Schedule 6: Other current assets {(In%)
Particulars Scheme C Tier |
i March 31, 2017 March 31, 2018
Balances with banks In current account 25133 270
Qutstanding and accrued income 101,622,147 37,226,670
Application money pending allotment - 304,000
Total 101,647,280 37,530,940
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NPS TRUST AJ/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER |
Schedule 7
Significant accounting policies & notes to accounts for the year ended March 31, 2017

1.1 Background
HDFC Pension Management Company Limited (‘the Company’) has been appointed as a Pension
Fund Manager (‘PFM’) by the Pension Fund Regulatory and Development Authority ("PFRDA") for
the management of Pension Schemes under the National Pension System (‘NPS’). Accordingly, the
Company has entered into an Investment Management Agreement ('IMA’) with NPS Trust. The
Pension Fund Regulatory and Development Authority ("PFRDA" / "Authority") guidelines require each
PFM to manage subscribers’ funds. As per unbundled architecture of the NPS, the main
responsibility of PFM is to manage funds in accordance with the laid down guidelines and declare
NAV. As per the architecture, the NSDL e-Governance Infrastructure Ltd and Karvy Computershare
Pvt. Ltd being the Central Recordkeeping Agency (CRA) provides consolidated data to PFM for
allotment / redemption of units and Axis Bank, being the Trustee Bank, provides / receives funds on

consolidated basis in respect of such allotment / redemption.

Central Record Keeping Agency (CRA): National Securities Depository Limited (NSDL), Karvy
Computershare Pvt. Ltd and PFRDA have set up Central Recordkeeping Agency (CRA) for the NPS
Some of the key responsibilities of the CRA include the following:

¢ Record keeping, Administration and Customer service function for NPS subscriber,

e Providing Unique Permanent Retirement Account Number (PRAN) to each subscriber,

s Maintaining database of all PRANs issued and recording transactions relating to each
subscribers PRAN,

¢ PRAN Transaction Statement,

e An operational interface between PFRDA and other NPS intermediaries such as Pension
Funds, Annuity Service Providers, Trust Bank etc.

CRA is responsible to resolve all queries pertaining to investors. CRA informs about the fund flow to

Pension Fund Managers (PFM) and also instruct Axis Bank to credit PFM's pool account maintained
with them. '

PFRDA has appointed the Karvy Computershare Pvt. Ltd as additional CRA in FY 2016-17 for the
NPS, which got operational with effect from 15 February, 2017
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NPS trust has designated Stock Holding Corporation of India Ltd. (SHCIL) as the custodian, who is
responsible for safe custody of securities and seftlements of trades.

The fees payable to CRA, in terms of IMA, is charged to the investor by redeeming the equivalent
number of units on receipt of intimation from CRA. As stated above, the amount of funds received
from the subscribers is intimated by the Trustee Bank on consolidated basis on T+2 basis. PFM
records the same on receipt basis. Accordingly, funds with Trustee Bank at the yearend do not get
reflected in the financial statements.

1.2 Basis of preparation

The financial statements have been prepared to comply with the Pension Fund Regulatory and
Development Authority Act, 2013, PFRDA (Preparation of financial statements and Auditor's report of
Schemes under National Pension System) Guidelines — 2012, Accounting Standards notified under
the Companies Act, 1956 to the extent made applicable by PFRDA (Preparation of financial
statements and Auditor's report of Schemes under National Pension System) Guidelines — 2012 and
generally accepted accounting principles. These financial statements have been prepared on an
accrual basis, except as otherwise stated.

The financials have been prepared for SCHEME C TIER | being managed by the Company.

The Company manages eight separate schemes under the two tiered structure (Tier | and 1)
prescribed under the NPS. The schemes are classified as Scheme E, C, G and A based on the asset
class prescribed under the NPS as follows:

Scheme E - Equity market instruments
Scheme C - Credit risk bearing fixed income instruments
Scheme G - Government securities

Scheme A - Alternate Investment funds

1.3 Investments

Transactions for purchase and sale of securities are accounted on trade date,
The holding cost of investments is determined by the weighted average cost method and the cost
includes applicable taxes and stam P charges but exclude brokerage and other fransactional charges.

Investments are reconciled with the custodian records on daily basis.




Valuation of Investments
The scheme marks all investments to market and carries investments in the Balance Sheet at the
market value as on Balance Sheet date / date of determination / date of valuation.

The change in unrealised appreciation/depreciation in the value of investments is determined
separately for each assets category at the year-end and is recognised in the Revenue Account. The
change in net unrealised appreciation, if any, is transferred to /ffrom “Unrealised Appreciation
Reserve" shown as part of Reserves and Surplus.

As per directive received from NPS Trust, the valuation of investments is carried out by Stock Holding
Corporation of India Limited (SHCIL) effective April 1, 2011. The Investment valuation methodology
adopted by SHCIL is as follows:

The following valuation norms are as prescribed by PFRDA (Preparation of Financial Statements and
Auditor's Report of schemes under National Pension System) Guidelines - 2012.

Securities traded at a stock exchange:
Debt securities (other than government securities) with a residual maturity over/upto 60 days are
valued at National Stock Exchange (NSE) weighted average traded price on that day.

Securities not traded at a stock exchange:

Non-traded debt securities (i.e. securities not traded on a day) with a residual maturity over 60 days
are valued on a yield to maturity basis by using the benchmark rate / matrix of spread over risk free
benchmark yield obtained from CRISIL and ICRA.

Non-traded debt securities (i.e. securities not traded on a day) with a residual maturity upto 60 days
are valued at last valuation price plus the difference between redemption price and last valuation
price, spread uniformly over the remaining maturity period of the instrument.

Valuation of securities having call and/or Put options:

a) Callable Bonds with single / daily / multiple call options will be valued at lowest value basis,

b) Puttable Bonds with single / daily / multiple call options will be valued at highest value basis,

¢) The securities with both Call & Put options on the same day would be deemed to mature on the
Call/Put day and will be valued accordingly.

d) For perpetual bonds with single / daily / multiple call options, the price for all options dates till the
maturity date will be computed and the lowest price will be used for valuing the bonds.
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Valuation of Partly Paid up Bonds
Partly paid bonds will be valued on the paid up value of the bonds till it is fully paid.

Valuation of debt securities below Investment grade of BBB-

Valuation of performing non-government debt securities below Investment grade of BBB-ata
discount of 25% to face value ( as per SEBI guideline CIR MFD/CIR/8/92/2000 dated September
18,2000)

Va'uation of Money Market Investment and Mutual Fund
Money market instruments like treasury bills, commercial paper, and certificate of deposit are valued
at amortised cost. If they are traded, then they are valued at the last traded price on NSE.

Mutual fund units are valued based on the net asset value of the preceding day of the valuation date

1.4 Income Recognition
Interest income on all interest bearing investment is recognised on daily accrual basis: when
investments are purchased, interest paid for the period from the last interest due date up to the date
of purchase is debited to Interest Recoverable Account and not included in cost of purchase. Similarly
interest received at the time of sale for the period from the last interest due date up to the date of sale

credited to Interest Recoverable Account and not included in sale value.

Aczretion of discount and amortisation of premium relating to debt securities like Zero Coupon Bond
and Money Market Investment are recognised over the holding / maturity period on a straight-line
basis.

Profit or loss on sale of debt securities is the difference between the sale consideration net of
expenses and the weighted average amortised cost as on the date of sale.

Profit or loss on sale of mutual fund units is the difference between the sale consideration net of
expenses and the weighted average book cost.

1.5 Non-Performing Assets

An investment is regarded as non-performing, if interest/principal or both amount has not been
received or has remained outstanding for 90 days from the day such income/instalment has fallen
du=.
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Where income receivable on investments has accrued but has not been received for a period of 90
days beyond the due date, provision is made by debiting to the Revenue Account for the income so
accrued and no further accrual of income shall be made in respect of such investments.

Income on non-performing assets (NPA) are recognised on receipt and other incomes of
miscellaneous nature are accounted for when there is certainty of collection,

1.6 Units reconciliation

The subscribers’ units as per Investment management system are reconciled with Central
Recordkeeping Agency (CRA) records on daily basis.

1.7 Investment management fees
Investment management fees are recognised on daily accrual basis on closing Asset Under
Ménagement (AUM) in accordance with IMA. The Investment management fee is inclusive of
brokerage but excludes custodian charges and applicable taxes, if any.

The Company has started charging investment management fee of 0.01% per annum (inclusive of
brokerage but excluding custodian charges and applicable taxes), with effect from August 01, 2014,
in terms of the Pension Fund Regulatory and Development Authority’s circular no. PERDA/6/PFM/9/2
dated July 31, 2014.

1.8 Trustee fees

The Company has started charging Trustee fee of 0.01% per annum, with effect from November 01,
2015 in terms of the National Pension Scheme Trust circular no. 1/20/2015/NPS dated October 19,
2015.

1.9 Other Expenses

Custody charges are recognised on daily accrual basis in accordance with IMA. Trustee bank
charges, if any, are recognised when they are debited by the trustee bank on a quarterly basis.

2 Unit Premium Reserve

Upon issue and redemption of units, the net premium or discount to the face value of units is adjusted
against the Unit Premium Reserve of the Scheme.
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NP5 TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER|

Notas to accounts

2.1 Contingent liabilities LR Y]
Particulars I C Tier |
March 31, 2017 March 31, 2018
Uncalled Eability on parly paid shares NIL NIL
Other commitmenis ML NIL
2.2 Invastments
Alli are p ing | All of the scheme are in the name of the NPS Trust, All are iraded
2.3 Details of transactions with sponsor and its related parties
Natura of Name of the related party
Pansion fund managaer HDFC Pension Managemeni Company Limited
Sponsor company HDFC Standard Life Insurance Company Limited
i and group
Holding Company HDFG Limhed
Mr. Amitabh Chaudhry Key Management Personnel
Ms. Vibha Padalkar Key Management Personnel
Mr. Sumit Shukla Key Management Personnal
Mr. Fagun Panchol Key Managemeant Personnal
Mr. Nagesh Pai Key Management Personnel
The P the C and fts related parties for the year ended March 31, 2017
n®)
Nature of Transaction G Tier |
March 31, 2017 March 31, 2018
Investment management fees 184,520 43184
Balances with HOFC Pension Management Company Limited are as fallows:
(In%}
Nature of Transaction Scheme C Tier |
March 31, 2097 March 31, 2018
Investment management fees payable 63,528 18,854
Aggregate investments made in the and group T as at March 31, 2017 are as follows: {in%)
Schemo C Tier |
Name of the Company Mareh 31, 2017 March 31, 2016
Cost Market Value Cost Market Value
HOFC Lwd NCD 102,738,500 103.754.748 MIL NIL
Investment with other Group Companies
Mature of relationship Name of the refated party
Associates of Holding Company HDFC Bank Limited
Aggregate investments made in the other group companies as at March 31, 2017 are as foliows: {In%e}
Scheme C Tier |
the C A . 2017 "
Nama of the Company March 31 March 31, 2016
7 Cost [ Market Valua Cost I Market Value
wiL | NIL L | NIL
2.4 Provision
There are no p for doubtful d debis and ding and accrued income.
2.5 Aggregate value of purchase and sale with percentage o avarage assets
Aggregate value of purchase and sale with percentage to @verage assels as al March 31, 2017 Is as follows :
{in®)
Particular Scheme C Tier |
March 31, 2017 March 31, 2016
Average Net Asset Value 1,682,285,445 378,202,586
Purchase of Investment 9,888,059,197 3.170.924,248
‘% to average Met Assels Value 583.00% B38,22%
Sale of Investment 7.888.311,018 2,315,151.367
L% 1o average Net Assels Value 472.04% §12.00%
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER|

Notes to accounts
A value of and sale ing liquid mutual fund) with percentage to average assets as at March 31, 2017 Is as follows :
{in%)
Scheme C Thar |
Fatetian Wiarch 31, 2017 March 31,2018
Average Net Asset Value 1,6082,285,445 378,282 586
Purchase of Investment 1,604,905 840 854,806,474
% to average Net Assels Value 106.86% 226.00%
Sale of Investiment 23,753,481 NIL
Sloa et Assets Valua 1.40% NIL
-Lwnmmmdmmmmnmrwmw day cash managemernt, hence excluded
2.6 Investments falling undar aach major industry group
The tolal value of investments falling under each major industry group {which constitutes not less than 5% of the total investments in the major classi are di as under:
{in®)
Scheme C Tier |
March 31, 2017 March 31, 2018
Industry Classification % of Industry % of Industry
i IfiArketalug Glansification RATas Rl ClassHfication
Other credit granting 932,290,869 3232% 332,049,897 32.79%
Activities of specialized institutions granting credit for house purchases 356,465,425 12.36% 82,066,624 B.11%
M y int di of ial / saving / postal banks 353,716,586 12.26% 145,269,276 14.35%
Transmission of Electric Energy 263,853,168 5.15% 65,063,166 £.43%
Senvice incld fo water 247,381,565 8.58% 78,296,820 7.73%
Elactric Power Ti and D 191,532,569 6.64% 83,032,814 B.20%
Trusts, Funds and Other Financial Vehicles 145,191,058 5.03% 45,318,879 4.48%,
Cthers 242,997,629 B4a2% 138,629,400 13.69%
Mutual Funds 104,482,001 3.62% 5,771,999 0.57%
MNet Gurrent Assets 46,858,664 1.62% 37,014,591 3.66%
Net Asset Value 2,684,769,534 100.00% 1.012,513,486 100.00%
Note
1. industry classification has been faken af sub class lovel of Natk Ci (NIC} 2008.
2.7 Age wise discl for Sh othars ap money ding all
{In7}
Scheme C Tier |
Bacurity Name Asset Ll
"y Tyee oL March 31, 2017 March 31, 2016
Reliance Liquidity Fund - Direct Growth Plan - Growih Optien Liguid Mutual Fund Less than 7 Days MNIL 304,000
2.8 Prior Year Comparatives
The Figures of the previous period have been grouped / ged, i to cumant year's
2.9 Note on status of litigation matters with PFRDA.
In January 2014, a fresh Request for Proposal {RFF') was floated by the PFRDA seeking bids from Spensors for selection of f fund s afresh to the p funds. In
response to the RFP, HDFC Standard Life Insurance Company Limited (HDFC Life’ / ‘the Sponsor) had submitted its technical and | bid, The ical bld made under RFP was openad

in April 2014 and the bid submitted by the Sponsor was not accepted by the PFRDA on technical grounds of not having profitability for a period of 3 years. The Sponsor, thersfors, filed a Writ

Petition before the Hon'ble High Court of Deihi, challenging the said

Sponscr's bid and directed the PFRDA to evaluate the bid In accordance with the steps set out in the RFP. Whila the PFRDA cleared the Spi
even agreed to match the lowest commercial bid, the PFRDA declined to grant the Sponsor a "Letter of Appoi The 5 theref:

The Horble High Court of Delhi by its Order dated May 15, 2014 quashed and set aside the PFRDA's rejection of the

and bid and the Sponsor

filad another Writ Petition before the Hon'ble High Court

of Delhi against the rejection. Vide its Order dated Decembar 18, 2014 the Hon'ble High Court of Delhi quashed and set aside the PFRDA’s rej

of the Sp

the PFRDA to

grant HDFC Life a 'Letter of Appointment’ to act as a Sponsor. Subsequently, the PFRDA has filed a Speclal Leave Petition before the Hon'ble Supreme Court of Indla challenging the above said
Order dated December 18, 2014.The Hon'ble Supreme Court, by its Order dated March 9, 2015, refused to grant the PFRDA any ad-interim ralief and the matter is presently pending hearing. On
March 27, 2015, complying with the High Court order, the PFRDA had issued a "Letter of Appointmant’ in favour of the Sponser, stating inter alia that such appointment is subject to the outcoma of

the above proceedings filed before the Hon'ble
matter,

Court. The Ci y has

l an opinion from its lawyers, as per which the Company stands a fairly good chance of succeading in the

During the year under review, the PFRDA had issued a frash Request For Proposal ('RFP') for selaction of Pansion Funds for private sector, pursuant to which the Sponsor had submitted a

Technical and Ci | bid. On N 28, 2016 the PFRDA Issusd & notice that the Commercial Bid would be op on N

which implies that the Technical Bid of HDFC Life has basn accepted. HDFC Life is also given to und that the C
PFRDA and formal Issuancs of lettars of appointment is awaited.
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3. PORTFOLIO STATEMENT AS ON YEAR ENDED MARCH 31, 2017

{In®)

Asset Haad Scrip Name Quantity Market Valuo 8.0
A Portfolle |
Non-convertible Debanture 10.40% Reliance Ports and Terminal Ltd NCD Mat 18-Jul-2021 94 104,088,294 3.61%
' 8.45% Reliance Ports and Terminal Lid NCD Mat 12-Jun-2023 74 77,038,197 267%
8.87% IDFC Bank Ltd NCD Mat 03-Jan-2025 71 75,167,617 261%
9.20% Capital First Ltd NCD Mat 22-Jan-2021 73 75,020,270 2860%
9.34% Rural Electrification Corp Ltd NCD Mat 25-Aug-2024 85 71,058,115 2.45%
7.80% Reliance Ports and Terminal Ltd NCD Mat 18-Noy-2026 65 66,255,074 2.30%
8.89% LIC Housing Finance Lid. NCD Mat 25-Apr-2023 60 63,685,563 221%
9.95% Food Corporation of India Ltd NCD Mat 07-03-2022. 51 56,036,454 1.94%
9.30% Power Grid NCD Mat 04-Sep-2024 51 55,854,970 1.93%
8.18% EXIM Bank NCD Mat-07-Dec-2025 52 53,556,048 1.88%
8.85% Power Grid NCD Mat 18-Oct-2024 40 53,365,880 1.85%
8,35% HDFC Ltd NCD Mat 13-May-2026 5 52,309,748 To181%
8.15% EXIM Bank NCD Mat-21-Jan-2030 50 52,180,857 1.81%
8.20% Power Grid NCD Mat 23-Jan-2022 50 51,599,754 1.79%
8.75% HDFC Ltd NCD Mat 04-Mar-2021 5 51,445,000 1.78%
9.20% Capital First Ltd NCD Mat 28-Jan-2021 50 51,369,630 1.78%
7.83% IRFC NCD Mat 21-Mar-2027 50 50,987,050 1.77%
8.94% Power Finance Corp Lid. NCD Mat 25-Mar-2028 46 50,479,251 1.75%
8.82% Food Corporation of India Ltd NCD Mat 22-03-2023 48 50,313,395 1.74%
7.50% Power Finance Corporation Ltd. NCD Mat-18-Aug-2021 50 50,105,100 1.74%
8.55% BAJAJ FINANCE LTD NCD MAT 28-APR-2021 48 49,583,794 1.72%
7.25% Nuclear Power Corp, NCD Mat 15-12-2029 (SR-XXXIIl TRCH-C} 50 48,876,291 1.68%
7.40% Power Finance Corporation Lid. NCD Mat-30-09-2021 47 46,926,304 1.63%
7.25% Nuclear Power Corp. NCD Mat 15-12-2031 (SR-X3XIl TRCH-E) 48 48,755,843 1.62%
10.15% BAJAJ FINANCE LTD NCD MAT 19-SEP-2024 43 48,622,427 1.62%
10.00% Shriram Transport Fin NCD Mat 13-Nov-2024 41 44,088 634 1.53%
8,94% BAJAJ FINANCE LTD NCD MAT 07-Nov-2025 38 38,741,915 1.34%
8.17% NTPC NCD Mat 22-Sep-2024 30 32,534,940 1.13%
8.57% Rural Electrification Corp Ltd NCD Mat 21-Dec-2024 30 31,689,060 1.10%
10.25% Shriram Transport Fin NCD Mat 10-Oct-2024 28 31,579,578 1.08%
9.30% LIC Housing Finance Ltd. NCD Mat-14-Sep-2022 29 31,171,538 1.08%
8.40% Nuclear Power Corp. NCD Mat 28-Nov-2025 (SR-XXIX TRCH-A} 29 30,855,450 1.06%
8.22% LIC Housing Finance Co. Lid. NCD Mat 16-Oct-2024 28 30,480,596 1.06%
8.11% Rural Electrification Corp Lid NCD Mat 07-Oct-2025 29 29,752,086 1.03%
8.48% NTPC NCD Mat 25-Mar-2025 2,244,982 29,355,285 1.02%
7.59% LIC Housing Financa Ltd. NCD Mat-14-Oct-2021 28 28,206,436 0.98%
8.14% Nuclear Power Corp. NCD Mat 25-03-2026(Tranche A} 28 27,140,100 0.94%
8.36% IDFC Bank Ltd NCD Mat 21-Aug-2024 22 24,073,051 0.83%
8.30% Rural Electrification Corp Lid NCD Mat 10-Apr-2025 23 23,829,288 0.83%
8.82% Rural Electrification Corp. Ltd. NCD Mat - 12.04.2023 22 23,345894 0.81%
8.32% Power Grid NCD Mat 23-Dec-2030 22 23,146 587 0.80%
9.30% Power Grid NCD Mat 28-June-2026 16 22,153,143 0.77%
9.60% LIC Housing Finance Ltd. NCD Mat-07-MAR-2021 20 21,468,145 0.74%
9.00% LIC Housing Finance Ltd. NCd Mat-23-NOV-2020 20 21,077,830 0.73%
9.05% Shriram Transport Fin NCD Mat 30-June-2021 20 20,491,472 0.71%
10.25% Shriram Transport Fin NCD Mat 18-Sep-2024 i8 19,817,122 0.68%
9.45% LIC Housing Finance Co. Ltd. NCD Mat-30-Jan-2022 18 19,466,180 067%
B.40% Power Grid NCD Mat 27-May-2029 18 18,108,485 0.68%
8.85% Power Finance Corporation Ltd. NCD Mat-28-DEC-2024 18 18,033,794 0.66%
8.10% EXIM Bank NCD Mat-18-Nov-2025 18 18,523,810 0.64%
8.50% EXIM Bank NCD Mat-08-07-2023 17 17,743,508 062%
8.38% Power Finance Corporation Ltd, NCD Mat-27-April-2020 17 17,554,349 0.61%
10.70% IRFC NCD Mat 11-Sep-2023 15 17,465,238 061%
8.80% Food Corporation of India Ltd NCD Mat 22-03-2028. 18 17,304,057 0.60%
8.70% IDFC Bank Ltd NCD Mat 23-June-2025 16 17,009,385 0.59%
10.25% United Phosphorus Ltd. NCD MAT 08-June-2019 18 16,843 827 0.58%
8.75% IDFC Bank Ltd NCD Mat 28-Jul-2023 16 16,898,429 0.58%
8.70% Power Grid NCD Mat 15-JULY-2028 15 16,211,514 0.56%
9.39% Power Finance Corporation Ltd. NCD Mat-27-Aug-2024 14 15,344 448 0.53%
8.70% Power Finance Corporation Lid, NCD Mat-14-05-2025 14 14,877,773 0.52%
9.22% Shriram Transport Fin NCD Mat 13-Apr-2026 14 14,532,888 0.50%
8.83% IRFC NCD Mat 14-May-2031 13 14,430,229 0.50%
8.95% IRFC NCD Mat 10-Mar-2025 13 14,121,208 0.45%
9.02% Rural Electrification Corp Ltd NCD Mat 18-Nov-2022 13 13,820,648 0.48%
9.43% LIC Housing Finance Co. Ltd. NCD Mat-10-Feb-2022 12 12,973,371 0.45%
9.15% EXIM Bank NCD Mat-05-Sap-2022 12 12,825,169 0.44%
8.48% IDFC Bank Ltd NCD Mat 11-Decembar-2024 12 12,576,734 0.44%
8.50% LIC Housing Finance Co. Ltd. NCD Mat-29-Aug-2025 1 11,570,224 0.40%
9.17% IDFC Bank Ltd NCD Mat 14-Oct-2024 10 10,850,350 0.38%
©.35% Rural Electrification Corp Ltd NCD Mat 15-Jun-2022 10 10,623 488 0.38%
8.80% Power Finance Corporation Ltd, NCD Mat-15-JAN-2025 10 10,663 489 0.37%
10.15% Shriram Transport Fin NCD Mat 15-July-2021 10,000 10,628,782 0.37%
8.14% Nuclear Power Corp. NCD Mat 25-03-2028 (Tranche C} 10 10,502,783 0.36%
8.89% IDFC Bank Ltd NCD Mat 02-Dec-2020 10 10,488,918 0.35%
9.30% Shriram Transport Fin NCD Mat 18-Mar-2026 10 10,417,400 0.36%
8.40% LAT NCD Mat 24 Sep 20 10 10,361,825 0.38%
8.23% Rural Electrification Corp Ltd NCD Mat 23-Jan-2025 10 10,344,088 0.36%
8.20% Power Finance Corporation Ltd. NCD Mat-10-03-2025 1 10,328,867 0.36%
8.52% Power Finance Corporation Ltd. NCD Mat-08-Dec-2019 10 10,314,573 0.38%
9.25% Shriram Transport Fin NCD Mat 18-Mar-2021 3 10 10,302,375 0.36%
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3. PORTFOLIO STATEMENT AS ON YEAR ENDED MARCH 31, 2017

(in%)
Asset Head Sorip Name Quantity Market Valus %ol
Porifollo |
8.85% BAJAJ FINANCE LTD NCD MAT 21-July-20268 10 10,242,922 0.36%
8.75% Powar Finance Corporation Ltd, NCD Mat-15-Juna-2025 9 9,593,623 0.33%
8.56% Nuclear Power Corp. NCD Mat 15-03-2023(Tranche C) g 9,473,811 0.33%
8.14% Nuclear Power Corp. NCD Mat 25-03-2027 (Tranche B) 9 9,424,621 0.33%
9.15% Shriram Transport Fin NCD Mat 13-Apr-2021 2] 9,271,962 0.32%
8.85% Power Finance Corporation Ltd, NCD Mat-15-06-2030 7 7,708,564 0.27%
8.83% IRFC NCD Mat 14-May-2034 6 6,735,887 0.23%
8.83% IRFC NCD Mat 14-May-2035 5 5,630,368 0.20%
9.38% IDFC Bank Ltd NCD Mat 12-September-2024 5 5,478,380 0.19%
8.40% Nuclear Power Corp. NCD Mat 28-11-2026 (SR-XXIX TRCH-B) 5 5,318,382 0.18%
8.73% IDFC Bank Ltd NCD Mat 14-Jun-2022 5 5281779 0.18%
9.25% Tata Sons Ltd NCD Mat 18-June-2018 5 5215777 0.18%
8.44% Rural Electrification Corp Ltd NCD Mat 04-Dec-2021 5 5,207,625 0.18%
B8.75% i and Mahindra Finanical Services Ltd NCD Mat-09-Oct-2025 5 5,085,718 0.18%
8.79% IRFC NCD Mat 04-May-2030 4 4,438,635 0.15%
8.93% Power Grid NCD Mat 20-Oct-2027 4 4,373,643 0.15%
8.93% Power Grid NCD Mat 20-Oct-2020 4 4,211,749 0.15%
8.25% EXIM Bank NCD Mat-23-Jun-2031 4 4,203,516 0.15%
8.55% Power Finance Corporation Ltd. NCD Mat-08-DEC-2021 4 4,178,253 0.14%
8.70% Power Finance Corp Ltd NCD Mat 14-May-2020 4 4,185,039 0.14%
8.64% IDFC Bank Ltd NCD Mat 15-April-2020 4 4,155,695 0.14%
9.46% Power Finance Corporation Ltd. NCD Mat-01-AUG-2026 3 3,368,178 0.12%
8.90% IDFC Bank Ltd NCD Mat 18-Nov-2025 3 3,232,451 0.11%
9.48% Rural Electrification Corp Ltd NCD Mat 10-Aug-2021 3 3,226,011 0.11%
8.68% IRFC NCD Mat 28-11-2021 3 3,168,138 0.11%
8.68% LIC Housing Finance Lid. NCD Mat 30-Mar-2020 3 3,118,873 0.11%
8.27% Rural Electrification Corp Ltd NCD Mat 08-Mar-2022 3 3,107,847 0.11%
9.50% IL&FS Ltd. NCD Mat 2B-July-2024 2,900 3,068,985 0.11%
7.74% IRFC NCD Mat 22-12-2020 3 3,049,489 0.11%
8.84% Power Grid NCD Mat 21-10-2023 2 2,685,525 0.09%
8.64% Power Grid NCD Mat 08-Jui-2024 2 2,636,403 0.09%
9,80% LA&T Infrastructure Finance Lid NCD Mat-16-01-2018 1 2,570,411 0.09%
9.18% Nuclear Power Corp. NCD Mat 23-01-2028(Tranche D} 2 2,251,942 0.08%
9.47% LIC Housing Finance Lid NCD Mat 23rd Aug 2024 2 2,200,631 0.08%
8.93% Power Grid NCD Mat 20-Oct-2028 2 2,198,233 0.08%
9.75% EXIM Bank NCD Mat-04-Oct-2020 2 2,153,808 0.07%
B.93% Power Grid NCD Mat 20-Oct-2024 2 2,143 566 0.07%
8,70% IDFC Bank Ltd NCD Mat 20-May-2025 2 2,125 502 0.07%
9.55% ILEFS Ltd. NCD Mat 13-Aug-2024 2,000 2,120,567 0.07%
8.83% Power Grid NCD Mat 20-Oct-2021 2 2115137 0.07%
9.44% LIC Housing Finance Co. Ltd. NCD Mat-30-Aug-2019. 2 2,097,778 0.07%
9.55% Hindalco Ind. Ltd. NCD Mat 27-Jun-2022 2 2,096,342 0.07%
9.43% Tata Sons Ltd NCD Mat 02-Jun-2018 2 2,091,812 0.07%
10.00% Shriram Transport Fin NCD Mat 15-07-2019 2,000 2,078,504 0.07%
8.69% ILE&FS Lid. NCD Mat 25-Aug-2025 2,000 2,028,860 0.07%
10.50% Shriram Transport Fin-Series Il NCD Mat 09-08-2017 2,000 2,023,745 0.07%
8.50% NHPC NCD Mat 14-July-2023 15 1,565,706 0.05%
9,25% Power Grid NCD Mat 24-07-2017 1 1,258,828 0.04%
9.47% IRFC NCD Mat 10-May-2031 1 1,169,236 0.04%
9.18% Nuclear Power Corp. NCD Mat 23-01-2028(Tranche E) 1 1,133,346 0.04%
9.74% Tata Sons Ltd NCD Mat 13-Jan-2024 1 1,110551 0.04%
9.75% Rural Electrification Corp Ltd NCD Mat 11-Nov-2021 1 1,088,302 0.04%
8,83% IRFC NCD Mat 25-03-2023 1 1,072 566 0.04%
9.20% Power Finance Corp Ltd NCD Mat 07-July-2021 1 1,064,141 0.04%
11.15% Rural Electrification Corp Ltd NCD Mat 24-Oct-2018 1 1,057 480 0.04%
10.24% L&T Financa Ltd NCD Mat-17-09-2019 1,000 1,050,864 0.04%
8.97% Tata Sons Ltd NCD Mat 15-Jul-2020 1 1,050,822 0.04%
9.51% LIC Housing Finance Co. Ltd. NCD Mat-24-07-2018 1 1,049,371 0.04%
9.45% LIC Housing Finance Co. Lid. NCD Mai-10-Sept-2018 1 1.049,323 0.04%
8.84% IRFC NCD Mat 17-May-2021 1 1,049,166 0.04%
8.72% IDFC Bank Ltd NCD Mat 28-Sep-2020 1 1,045 880 0.04%
9.63% LIC Housing Finance Co. Ltd. NCD Mat-22-01-2018 1 1,041,563 0.04%
9,18% IDFC Bank Ltd NCD Mat 11-Jun-2024 1 1,040,952 0.04%
9.33% IDFC Bank Ltd NCD Mat 14-March-2028 1 1,039,642 0.04%
8.80% IDFC Bank Ltd NCD Mat 29-Sep-2019 1 1,037,840 0.04%
8.37% LIC Housing Finance Co. Ltd. NCD Mat-21-05-2023 1 1,037,051 0.04%
8.65% LIC Housing Finance Co. Ltd. NCD Mat-01-11-2018 1 1,036,604 0.04%
B.36% Rural Electrification Corp Ltd NCD Mat 22-SEP-2020 1 1,035,474 0.04%
B8.55% IRFC NCD Mat 15-Jan-2018 1 1,026,571 0.04%
B8.95% Power Finance Corp Ltd NCD Mat 11-Mar-2018 1 1,018,148 0.04%
B.70% Power Grid NCD Mat 15/07/2018 1 1,018,741 0.04%
7.94% EXIM Bank NCD Mat-22-05-2023 1 1,016,575 0.04%
9.85% Tata Sons Ltd NCD Mat 21-May-2017. 1 1,003,430 0.03%
10.75% Shriram Transport Finance-Series || NCD Mat 24-10-2018 397 412,752 0.01%
|Mon_convertible Dabenture Total 2,269,732 2,733,428,869 94.75%
Mutual Fund Units Liquidity Fund - Direct Growth Plan - Growth Option 42,638 104,482,001 3.62%
Mutual Fund Units To 42,638 104,482,001 A.62%
{Not Current Assets - 46,858,664

|Grand Total

2,684,760,658
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3.1 KEY STATISTICS FOR THE YEAR ENDED MARCH 31, 2017

Scheme C Tier |
SrNo Farticulare March 31, 2017 March 31, 2018
1 NAV per unit (T) |
Open 13.4613 12,3268
High 15.1531 13.4613
Low 13,5316 12.3377
End 15.1038 13.4613
2 Closing Assets Under Management (T in Lakhs)
End 28,847.70 10125.13
Average daily net assets (AAuM) Il 16,922.85 3782.93
3 Gross income as % of AAUM Il 10.39% 9.75%
4 Expense ratio
a Total expense as % of AAUM (scheme wise) IV 0.03% 0.03%
b Management fee as % of AAuM (scheme wise) V 0.01% 0.01%
5 Net income as % of A4uM VI 10.368% 9.72%
6 Portfolio turnover ratio VIl 1.40% NIL
T Total dividend per unit|distributed during the period MN.A. hLA.
8 Returns: (%)
a Last one year 12.20% 9.20%
Benchmark 12.31% 8.31%
b Since inception 51.04% 34.61%
Benchmark 44.21% 29.81%
¢ | Compound annualised yield (%) VIl
Last 1 year 12.20% 9.20%
Last 2 year 10.69% 12.16%
Last 3 year 12.18% N.A.
Since launch of the scheme 11.91% 11.80%
Launch Date August 01, 2013
I NAV = (Market value of investment held by scheme + value of current assets - value of current liability and provisions, if any) /
(no. of units at the valuation date (before craation/ redemption of units)
[} AAuM = Average daily net assels
1 Gross income = Total Income as per Revenue Account
~ Total expenses = Expenses include management fees, custody fees, trustes bank charges but excludes Unrealised /Realised loss
v Management fee as % of AAUM is annualised
Vi Met income = Surplus / Deficit as per Revenue Account
Vil Portfolio turnover = Lower of sales or purchase divided by the average AUM for the period.
I tments in liquid mutual fund is excluded from the lurnover as the same is primarily for liquidity management
Vil Compounded annualised yield is to be calculated based on following formula: = {1+ cumulative return)®n -1 (where n=365/no. of days)
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INDEPENDENT AUDITORS’ REPORT
To,

The Board of Trustees

National Pension System (NPS) Trust

1st Floor, ICADR Building,

6, Vasant Kunj Institutional Arca- Phase II,
New Delhi 110 070

Report on Financial Statcments

1. We have audited the accompanying financial statements of NPS Trust A/c HDFC Pension
Fund Scheme C — Tier II under the National Pension System Trust (NPS trust) managed by
HDFC Pension Management Company Ltd. (PFM) which comprise of the Balance Sheet as at
March 31, 2017 and the Revenue Account for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

2. Management of the PFM, in accordance with the Pension Fund Regulatory and
Development Authority (PFRDA) Guidelines and the Investment Management Agreement (IMA)
with the NPS Trust, is responsible for the preparation of these financial statements that give a true
and fair view of the financial position and financial performance of the Scheme in accordance with
the accounting standards specified under Section 133 of the Companies Act, 2013 read with Rule 7
of the Companies (Accounts) Rules, 2014 to the extent made applicable by PFRDA to Scheme.
This responsibility includes the design, implementation and maintenance of internal control
relevant to the preparation and presentation of {he financial statements that give a true and fair view
and are free from material misstatement, whether due to fraud or error. These financial statements
are also approved by the NPS Trust on the recommendation of the Board of Directors of the PFM.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP i * 0 a
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4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment or the risks of material misstatement of the financial statements, whether
due to {fraud or error. In making those risk asscssments, the auditor considers internal control
relevant to the PFM’s preparation and [air presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances. An audit also includes evaluating
the appropriateness of accounting policics used and the reasonableness of the accounting estimates
made by management, as well as cvaluating the overall presentation of the financial statements.

B We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

6. In our opinion and to the best of our information and according to the explanations given to
us, the financial statements give the information required by PFRDA (Preparation of Financial
Statements and Auditors Report of Schemes under National Pension System) Guidelines 2012 and
give a true and fair view in conformity with the accounting principles gencrally accepted in India:
a) in the case of the Balance Sheet, of the state of affairs of the Scheme as of March 31, 2017;

b) in the case of the Revenue Account, of the surplus of the Scheme [or the year ended on that
date: /E‘&“ﬂ\
S/ \
Emphasis of Matter ;/jf DQ&;? o)
';0‘ 8 i =

| =)
. S W W . . . o /S i .
7. Without modifying our opinion, we invite attention to Note 2 ‘bi;&t,hﬂehﬂ}{/ 7 in connection
with litigation relating to granting of license to PFM to undertake pen v maragement under the
National Pension System by PFRDA.

Report on Other Legal and Regulatory Requirements

8. As required by the PFRDA (Preparation of Financial Statements and Auditors Report of
Schemes under National Pension System) Guidelines 2012, as amended, we report that:

a) We have obtained all information and explanations which to the best our knowledge and
belief were necessary for the purpose of the audit.

b) The Balance Sheet and Revenue account of the Scheme are in agreement with the books of
account of the Scheme.

c) In our opinion, proper books of account of the Scheme, as required by the PFRDA have

been maintained by the PFM so far as appears from our examination of those books.
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Opp. Peninsula Corporate Park
Lower Parel, Mumbai — 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

d) All transactions expenses in eXcess of the limits contractually agreed to / approved by the
Authority are borne by the Pension Fund (if any) and are not charged to the NAV of the
Scheme.

e) In our opinion the Balance Sheet and Revenue Account of the Scheme dealt with by this

report comply with the Accounting Standards specified under Section 133 of the Companies
Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 to the extent made

applicable by PFRDA.
0. We further certify that
a) Investments have been valued in accordance with the guidelines issued by the Authority.
b) Transaction and claims/fee raised by different entities are in accordance with the prescribed

fee. The CRA charges have been charged based on communication received from CRA.

For T R Chadha & Co LLP
Chartered Accountants
Firm Registration No 006711 N/N500028

r\[\‘v\ o V>

Vikas Kumar

Partner

Membership No 75363
Place: Mumbai

Date: V2 717

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP
(A limited liability partnership with LLP Identification No. AAF-3926) with effect from 28th December, 2015)

Corporate Office : B-30, Connaught Place, Kuthiala Building, New Delhi - 110001
Phone : 43259900, Fax : 43259930, E-mail : delhi@trchadha.com

Regd. Office : Suite No. 11A, 2 Floor, Gobind Mansion, H-Block, Connaught Circus, New Delhi - 110001
Phone : 014 41513059 / 41513169

Branches at: % AHMEDABAD & BENGALURU ** CHENNAI %* GURGAON % HYDERABAD %* PUNE
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER Il

BALANCE SHEET AS AT MARCH 31, 2017 (In%)
al e Schema C Tier Il
u

Particulars March 31, 2017 March 31, 2016
Liabilities

Unit Capital * 1 62,979,573 25,261,091

Reserves & Surplus 2 26,583,325 6,718,599

Current Liabilities and Provisions 3 135,293 38,340
| Total 9,698,191 32,018,030
Assets

Investments 4 86,561,081 30,820,736

Deposits 5 ' - -

Other Current Assets 6 3,137,130 1,197,204

Total 29,698,191 32,018,030
{a) Net asset as per Balance Sheet (Schedule 4+5+6 -3) 89,562,898 31,979,690
(b) Number of units outstanding 6,297,957 2,526,109
(c) NAV per unit (a)/(b) (%) 14,2209 12,6696

Significant accounting policles and notes to accounts 7
The notes referred to above form an integral part of the financial statements.
This is the Balance Sheet referred to in our report of even date.
For T R Chadha & Co LLP (FRN 006711N/N500028) For and on behalf of Board of Directors of HDFC Pension Management

Company Limited
Chartered Accountants e
’
/ \
V — \ .
\\;\L'\ﬁ = o _,\/ l\b'v /
Vikas Kumar Amitabh Chaudhry Vibha Padal
Partner (Director) (Director)
Membership No.75363 {/ A
S TN
s Lo~ ot \J v
~ .\ Sumit Shukia | /Fagun Pancholi Nagesh Pai
Y <(Chief Executive Qfficer) (Chief Financial Officer) (Company Secretary)

Place : Mumbai i '_ITI:IPlace: Mumbai
oate : V3717 N\ i/ Date = Apdl 24,2017

For and on Behalf of NPS Trust

s e

Shailesh V.Haribhakti
(Chairman, NP3 Trust Board)

Kamal Chaudhry
(Chief Executive Officer)

Place :

w13 JUL 2077
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NATIONAL PENSION SYSTEM TRUST
NP8 TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER Il

REVENUE ACCOUNT FOR THE YEAR ENDED MARCH 31, 2017 {in%)
Scheme C Tler I

Rardculars March 31, 2017 March 31, 2016

Income
Interest 4,474,824 1,584,022
Profit on salefredemption of investments 110,308 90,282
Unrealised gain on appraciation in investments 1,145 612 52,672
Total Income {A) 5,730,744 1,726,976

Expenses & Losses
Management fees (including service tax) 6,467 2,236
NPS Trust fees 5,626 1,046
Custodian fees 2,061 1.440
CRA fees 27,198 10,380
Less - Amount recoverable on sale of units on account of CRA Charges (27,199) {10,380)
Depository and settlement charges 632 -

| Total Expenditurs (B) ; 14,786 4,722
Surplus/(Reficit) for the year (A-B = C) 5,715,958 1,722,264

Less: Amount red to Unrealised appreciation account | I {1,145,612)] (52,672)

Less: Amount transferred to General Reserve | | {4,570,346)] {1,669,582)
Amount carried forward to Balance Sheet - H
Significant accounting policies and notes to accounts ; 7

The notes referred to above form an integral part of the financial statements,

This is the Revenus Account referred to in our report of sven date.

For TR Chadha & Co LLP {FRN 006711N/N5600028) For and on behalf of Board of Directors of HDFC Penslion Management

Company Limited

Chartered Accountants
Wﬂ/‘
VoA u
Vikas Kumar bhn Padalk

(Director)

Partner
Membersfig No.75363

A A
Fag Pancholl
| (Chiet Financial Officer)

Place : Mumbai

Date : \2-7- 47

Nagesh Pai
{Company Secretary)

For and on Behalf of NP5 Trust

AN

Shailesh V.Haribhakti Kamal Chaudhry
(Chairman, NPS Trust Board) (Chief Executiva Officer)

Place ;

et 13 JULBY
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME CTIER N

Schedules forming part of the financial statements

a1

Schedule 1: Unit capital (In%)
Particula Scheme € Tier Il
. March 31, 2017 March 34, 2016
Initial capital
Unit capital
Cutstanding at the beginning of the year 25,261,091 6,099,940
Add ;Units tssued during the year 46,207,259 20,305,704
Less: Units redeamed during the year {8,488,777) (1,144,553)
0 Ing at the end of the year 62,879,673 265,261,001
(Face Value of Re.10/- each unit, fully pald up}
Qutstanding units at the beginning of the year 2,528,109 609,994
Add :Unrits issusd during the year 4,620,726 2,030.5?0
Less: Units redeemed during the year {848,878} (114,455}
O ding Units at the end of the year 8,297,967 2,626,109
Schedule 2: Reserves and surplus {InT)
Sch C Tler N
culars
Fart March 31, 2017 WMarch 31, 2016
Unit premium reserve
Opening balance 4,840,262 832,633
Add: Premium on Units issued 17,263,816 4,268,992
Less: Premium on Units redeamed (3,115,148) {261,363)
Closing balance 18,938,030 4,840,262
Ganeral Reserve
Opening balance 1,709,588 130,006
Addf{Less): Transfer from/(to) Revenus Account 4,570,346 1,669,582
Closing balance 6,369,034 4,799,568
Unrealised Appreciation Reserve
Opening balance 78,749 26,077
Addf(Less): Transfer from/{to) Revenue Account 1,145,612 52,672
Closing balance 1,224,361 78,749
Total 26,683,326 8,718,699
Schedule 3: Current liabilities and provisions (In%)
Particulars Scheme € Tier Il
March 31, 2017 * March 31, 2018
Current liabilittes & Provisions
Sundry creditors for expenses 6,481 2,502
Redemption Payable 128,717 35,686
TDS Payable a5 25
Provisions* - 127
Total 136,293 38,340
* The Provisk farred above is ds TDS ble on C




NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER I

Schedules forming part of the financlal statements

Schedule 4: Investments (Long Term and Short Term) (In%)
Particula Scheme C Tier Il
il e March 31, 2017 March 31, 2018
Debentures and Bonds Listed/Awaiting Listing 83,082,081 20,987,536
Others - Mutual Fund Units 3,479,000 833,200
Total 86,561,061 30,820,736
Schedule 5: Deposits (In%)
Scheme C Tier ll
Fanichiars March 31, 2017 March 31, 2016
Deposits with scheduled banks = =
Total o o
Schedule 6: Other current assets {(In%)
particul Scheme C Tier Il
ks i March 31, 2017 March 31, 2016
Balances with banks in cumrent account 5,797 301
Qutstanding and accrued income 3,131,333 1,196,993
Total 3,437,130 1,197,294
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER Il

Schedule 7

Significant accounting policies & notes to accounts for the year ended March 31, 2017

1.1 Background
HDFGC Pension Management Company Limited (‘the Company’) has been appeinted as a Pension
Fund Manager (‘PFM’) by the Pension Fund Regulatory and Development Authority ("PFRDA") for
the management of Pension Schemes under the National Pension System (‘NPS'). Accordingly, the
Company has entered into an Investment Management Agreement (IMA") with NPS Trust. The
Pension Fund Regulatory and Development Authority ("PFRDA" / "Authority”) guidelines require each
PFM to manage subscribers’ funds. As per unbundied architecture of the NPS, the main
responsibility of PFM is to manage funds in accordance with the laid down guidelines and declare
NAV. As per the architecture, the NSDL e-Governance Infrastructure Ltd and Karvy Computershare
pvt.Ltd being the Central Recordkeeping Agency (CRA) provides consolidated data to PFM for
allotment / redemption of units and Axis Bank, being the Trustee Bank, provides / receives funds on

consolidated basis in respect of such allotment / redemption.

Central Record Keeping Agency (CRA): National Securities Depository Limited (NSDL), Karvy

Computershare Pvt. Ltd and PFRDA have set up Central Recordkeeping Agency (CRA) for the NPS
Some of the key responsibilities of the CRA include the following:

o Record keeping, Administration and Customer service function for NPS subscriber,

e Providing Unique Permanent Retirement Account Number (PRAN) to each subscriber,

e Maintaining database of all PRANs issued and recording transactions relating to each
subscribers PRAN,

e PRAN Transaction Statement,

s An operational interface between PFRDA and other NPS intermediaries such as Pension
Funds, Annuity Service Providers, Trust Bank etc.

CRA is responsible to resolve all queries pertaining to investors. CRA informs about the fund flow to
Pension Fund Managers (PFM) and also instruct Axis Bank to credit PFM's pool account maintained
with them.

PFRDA has appointed the Karvy Computershare Pvt. Ltd as additional CRA in FY 2016-17 for the
NPS, which got operational with effect from 15% February, 2017.




NPS trust has designated Stock Holding Corporation of India Ltd. (SHCIL) as the custodian, who is
responsible for safe custody of securities and settlements of trades.

The fees payable to CRA, in terms of IMA, is charged to the investor by redeeming the equivalent
number of units on receipt of intimation from CRA. As stated above, the amount of funds received
from the subscribers is intimated by the Trustee Bank on consolidated basis on T+2 basis. PFM
records the same on receipt basis. Accordingly, funds with Trustee Bank at the yearend do not get

reflected in the financial statements.

1.2 Basis of preparation

The financial statements have been prepared to comply with the Pension Fund Regulatory and
Development Authority Act, 2013, PFRDA (Preparation of financial statements and Auditor’s report of
Schemes under National Pension System) Guidelines — 2012, Accounting Standards notified under
the Companies Act, 1956 to the extent made applicable by PFRDA (Preparation of financial
statements and Auditor’s report of Schemes under National Pension System) Guidelines — 2012 and
generally accepted accounting principles. These financial statements have been prepared on an
accrual basis, except as otherwise stated.

The financials have been prepared for SCHEME C TIER |l being managed by the Company.

The Company manages eight separate schemes under the two tiered structure (Tier | and 1)}
prescribed under the NPS. The schemes are classified as Scheme E, C, G and A based on the asset
class prescribed under the NPS as follows:

Scheme E - Equity market instruments
Scheme C - Credit risk bearing fixed income instruments
Scheme G - Government securities

Scheme A — Alternate Investment funds

1.3 investments

Transactions for purchase and sale of securities are aocouﬁted on trade date.
The holding cost of investments is determined by the weighted average cost method and the cost
includes applicable taxes and stamp charges but exclude brokerage and other transactional charges.

Investments are reconciled with the custodian records on daily basis.




Valuation of Investments
The scheme marks all investments to market and carries investments in the Balance Sheet at the

market value as on Balance Sheet date / date of determination / date of valuation.

The change in unrealised appreciationfdepreciation in the value of investments is determined
separately for each assets category at the year-end and is recognised in the Revenue Account. The
change in net unrealised appreciation, if any, is transferred to firom “Unrealised Appreciation

Reserve" shown as part of Reserves and Surplus.

As per directive received from NPS Trust, the valuation of investments is carried out by Stock Holding
Corporation of India Limited (SHCIL) effective April 1, 2011. The Investment valuation methodology
adopted by SHCIL is as follows:

The following valuation norms are as prescribed by PFRDA (Preparation of Financial Statements and
Auditor's Report of schemes under National Pension System) Guidelines - 2012.

Securities traded at a stock exchange:
Debt securities (other than government securities) with a residual maturity over/upto 60 days are
valued at National Stock Exchange (NSE) weighted average traded price on that day.

Securities not traded at a stock exchange:

Non-traded debt securities (i.e. securities not traded on a day) with a residual maturity over 60 days
are valued on a yield to maturity basis by using the benchmark rate / matrix of spread over risk free
benchmark yield obtained from CRISIL and ICRA.

Non-traded debt securities (i.e. securities not traded on a day) with a residual maturity upto 60 days
are valued at last valuation price plus the difference between redemption price and last valuation
price, spread uniformly over the remaining maturity period of the instrument.

valuation of securities having call and/or Put options:

a) Callable Bonds with single / daily / multiple call options will be valued at lowest value basis.

b) Puttable Bonds with single / daily / multiple call options will be valued at highest value basis.

¢) The securities with both Call & Put options on the same day would be deemed to mature on the
Call/Put day and will be valued accordingly.

d) For perpetual bonds with single / daily / multiple call options, the price for all options dates till the
maturity date will be computed and the lowest price will be used for valuing the bonds.
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Valuation of Partly Paid up Bonds:
Paﬁly paid bonds will be valued on the paid up value of the bonds till it is fully paid.

valuation of debt securities below Investment grade of BBB-:

Valuation of performing non-government debt securities below Investment grade of BBB- ata
discount of 25% to face value ( as per SEBI guideline CIR MFD/CIR/8/92/2000 dated September
18,2000)

Valuation of Money Market Investment and Mutual Fund:
Money market instruments like treasury bills, commercial paper, and certificate of deposit are valued
at amortised cost. If they are traded, then they are valued at the last traded price on NSE.

Mutual fund units are valued based on the net asset value of the preceding day of the valuation date

1.4 Inéome Recognition
Interest income on all interest bearing investment is recognised on daily accrual basis; when
investments are purchased, interest paid for the period from the last interest due date up to the date
of purchase is debited to Interest Recoverable Account and not included in cost of purchase. Similarly
interest received at the time of sale for the period from the last interest due date up to the date of sale

credited to Interest Recoverable Account and not included in sale value.

Accretion of discount and amortisation of premium relating to debt securities like Zero Coupon Bond
and Money Market Investment are recognised over the holding / maturity period on a straight-line
basis.

Profit or loss on sale of equity is the difference between the sale consideration net of expenses and
the weighted average book cost as on the date of sale.

Profit or loss on sale of mutual fund units is the difference between the sale consideration net of
expenses and the weighted average book cost.

1.5 Non-Performing Assets
An investment is regarded as non-performing, if interest/principal or both amount has not been

received or has remained outstanding for 90 days from the day such incomefinstaiment has fallen
due.
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Where income receivable on investments has accrued but has not been received for a period of 90
days beyond the due date, provision is made by debiting to the Revenue Account for the income s0

accrued and no further accrual of income shall be made in respect of such investments.

Income on non-performing assets (NPA) are recognised on receipt and other incomes of

miscellaneous nature are accounted for when there is certainty of collection.

1.6 Units reconciliation
The subscribers’ units as per Investment management system are reconciled with Central
Recordkeeping Agency (CRA) records on daily basis. '

1.7 Investment management fees
Investment management fees are recognised on daily accrual basis on closing Asset Under
Management (AUM) in accordance with IMA. The Investment management fee is inclusive of

brokerage but excludes custodian charges and applicable taxes, if any.

The Company has started charging investment management fee of 0.01% per annum (inclusive of
brokerage but excluding custodian charges and applicable taxes), with effect from August 01, 2014,
in terms of the Pension Fund Regulatory and Development Authority’s circular no. PFRDA/6/PFM/9/2
dated July 31, 2014.

1.8 Trustee fees
The Company has started charging Trustee fee of 0.01% per annum, with effect from November 01,
2015 in terms of the National Pension Scheme Trust circular no. 1/20/2015/NPS dated October 19,
2015.

1.9 Other Expenses

Custody charges are recognised on daily accrual basis in accordance with IMA. Trustee bank
charges, if any, are recognised when they are debited by the trustee bank on a quarterly basis.

2 Unit Premium Reserve

Upon issue and redemption of units, the net premium or discount to the face value of units is adjusted
against the Unit Premium Reserve of the Scheme.
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER R

Notas to accounts
2.4 Contingent liabilities {In%)
" Particulars I Bcheme C Tier I
March 31, 2017 March 31, 2018

Uncalted lability on partly paid shares

Qther commitments

tments. Al 1l '—Mlhesdwmear&h!hennmenllhnNPSTnﬂ.mi nis are traded it

2.3 Detalls of transactions with sponsor and its ralated parties

HOFG Penslon Management Company Limited
HDFG Standard Life Company Limied

Pension fund manager
Sponsor company
jatas and group P

HOFC Limited

Holding Company

Mr, Amitabh € dnry Key it F i
Ms. Vibha Padalkar Key Management Personnel
MAr. Sumil Shukla Key Management Parsonnel
Mr. Fagun Panchoii Kay Management Personnel

Mr. Nagesh Pai agemant Parsonnel

The [ p ts signi i i bety the C and iis related parties for the half year anded March 31, 2017
(In®
Nature of Transaction Scheme C Tier Il ]
Mareh 31, 2017 I March 31, 2016
Investment management fees 8,467 2,236
wilth HDFC F i t Company Limited are as follows:
{In%)

Investment managemant faes payable

A1 at s made in the A ates and group panl as at March 31, 2017 are as follows:

8chema C Tiar il
Nama of tha Company. Warch 31, 2047 | farch 31, 2016
il cost [ Warkotvale | Cost Parket Value
NiL MIL NIL

Investment with other Group Companies

Name of the related party
HDFC Bank Limited

Asspclates of Holding Company

Aggregale investments made In the olher group companies as at March 31, 2017 are as follows: {inT)
Schema C Thar I}
Narne of the Company March 31, 2017 March 31, 2016
sapitl Cost [ Warkot Vaiuo Cost Taarket Valug
NIL NIL HIL HIL
2.4 Provision
Thers are no p for tful deposits, debts and ding and accrued Incoma.

2.5 Aggregate vajue of purchase and sale with percentage to avarage assels

A ale valua of purchase and sale with p it mmmgenssdsasathﬂarmal.zuﬁlsashwms:

inT

Particular Scheme © Ther il

ok March 31, 2017
Avorage Met Asset Value 56,258,447 19,600,238
Purchase of Investment 431,715,085 156,945,252
% to average Net Assets Value 787.38% 800,73%
Sale of Invesiment 475,760,251 132,461,882
% to average Nel Assels Value A67.92% B75.82% |




NPS TRUST A/C HDFGC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER T

Notes to accounts

A ate value of p and sale

ding liquid mutual fund)® with percentage to average assels as at March 31, 2017 is as follows ©

(InT)

Particular

March 31, 2017

March 34, 2016

Average Nat Asset Value 58,258,447 18,600,238
Purchase of Invastment 53,420,265 25,458,358
o 10 average Net Assets Valug 84.96% 129.86%
Sale of Investmant NIL NIL
9, 10 gverage Net Assels Vaiue MIL NIL
“Liquid mutual fund investments are ‘hald for day to day cash management, hence excluded
2.8 Investments falling undar each major industry group
The total value of investments faliing under each major industry group (which constitutes not iess than 5% of the total investments in the major of the lals) are disclosed as under:
(In T}
Scheme C Tier Il
b DChan el
Industry Classification March 31, 2017 March 31, 2016
% of Industry % of industry
Warkst vakie Classification Maiket yale Classification
Other credit granting 27.396,278 3059% 8,330,508 26.08%
y i jiation of Jal f saving / postal banks 12,673,500 14.15% 4,108,355 1285%
Transmission of Electric Energy 8,283,880 9.25% 2,028,803 5.34%
Activities of specialized Institutions granting credit for house purchases 6,374,316 718% 2,093,800 8.55%
Activity of commission agents dealing in whelesale trade In agriculture 5,381,020 6.01% 1,075,378 3.36%
Service activities incidental to water P i 5,204,320 5.91% 2,141,580 6.70%
Electric Power 4l lssion and Distributi 5,006,274 5.69% 3,023,906 B46%
Electric power generation by coal based thermal power plants 4261156 4.76% 2,044,400 B.30%
Actlvities of holding companies 2,108,970 2.36% 2,042,788 §.28%
Others 6,211,337 6.94% 3,088,325 9.66%
Mutual Funds 3,470,000 3.88% 833,200 281%
Net Current Assets 3,001,837 3.35% 1,158,854 3.62%
'\— Met Asset Valua 46,662,898 100.00% 31,979,600 100.00%
Note
1. industry classification has been taken st sub class level of National dustrial Classification (NIC) 2008.
2.7 Age wise i for | others application monay f i
The Figures of the previous period have been reg d/ d F ble. to conform current year's presentation.
{In%
Name Assat Schieme C Tior Il |
l ki s faskn Warch 31, 2017 Warch 31,2016 |
HIL ML ML NIL

2.8 Prior Year Comparatives :

di bl o

The Figures of the previous periad have boen reg 1o

2.8 Noto on status of litigation mattars with PFRDA

cument year's presentatlon.

In January 2014, a frash Request for Proposal (RFP) was floated by the PFRDA seeking bids from Sponsors for selection of pension fund managers afresh to manage the pension funds. In
response to the RFP, HOFC Standard Life Insurance Company Limited {HDFC Life' / 'the Sponsor) had submitted its technical and ial bid. The | bid mada under RFP was openad
in Apfil 2014 and th3 bid submitted by the Sponsor was not accepted by the PFRDA on technical grounds of not having profitability for a period of 3 years. The Sponser, therefors, filed a Writ

Petition before the Hon'ble High Court of Delhi, challenging the said rejection. The Hon'ble High Court of Dalhi by its Ordar dated May 15, 2014 quashed and set aside the PFRDA’s rejection of the

Sponsufshldanddlrm:lﬁdlmPFRDAho juate the bid in .wwimmaﬁspssatominmRFP.MHeMPFRDA:lemdthnSpmm‘s j and jal bid and the Sp
evan agreed to match the lowast commercial bid, the PFRDA declined to grant the Sy a'Letter of Appoi nt'. The Sp herafore filed another Writ Petition before the Hon'ble High Court
of Dalhi against the rejection. Vide its Order dated December 18, 2014 tha Hon'ble High Court of Delhi quashed and set aside the PFRDA's refection of the Sf r's bid and ted the PFRDA to

grant HOFC Life a "Letter of Appointment’ to act as a Sponsor. Subsequantly, the PFRDA has
Order dated December 18, 2014.The Hon'bla Supreme Court, by its
March 27, 2015, complying with the High Court arder, the PFRDA
the above procesdings filed before the
matter.

filed & Special Leave Petition bafore the Hon'ble Supreme Courl of India challenging the above said
Order dated March 9, 2015, refused to grant the PFRDA any ad-interim refief and the matter is presently pending hearing. On
had issued a 'Letter of Appaintment' in favour of the Sponsor, stating inter alia that such appointment is subject to the oulcome of

Hon'ble Supreme Court. The Company has obtained an opinion from its lawyers, as per which the Company stands fairly good chance of succaeding in the

It may be noted that the PFRDA (Pension Fund) Regulations, 2015 were notified in May 2015, pursuant to which re-registration of all
submitted its application for the sama, and a response from the PFRDA is awaited. Howevar, vide a letter dated June 24, 2018, the PFRDA, while dgi
granted an extension to continue as a Pension Fund until the selection of Pension Funds in terms of process specified under PFRDA (Pension Fund)
{0 the Ordar of the Supreme Court of India on the appeal filed against the Order of the High Court of Delhi.

pension funds was sought by the PFRDA. HDFC Pension has
ission of Annual Feas, had

iging our
gulati 2015. This lon was subject

During the year under review, the PFRDA had issued a fresh Request For Proposal (RFP) for selection
Technical and C ial bid. On ber 208, 2016 the PFRDA issued a notice that the Commercial Bid
which implies that the Technical Bid of HDFC Life has bean accepted. HDFC Life is also given to
BFERDA and formal issuance of letters of appointment is awaitad.

of Panslon Funds for private sector, pursuant to which the Sponsor had submitted a
would be openad on November 30, 2018 wherein the name of HDFC Life was included
d that the C ial Bid submitted by HOFC Pensi iso been d by the
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3, PORTFOLIO STATEMENT AS ON MARCH 31, 2017 {In®)
[ Asset Head Serip Name Quantity Market Valus Yof

i ! Portfolio |

Non-convertible Debenture 8,18% EXIM Bank NCD Mat-07-Dec-2025 3 3,089,772 3.45%

8.41% Rural Electrification Corp Ltd NCD Mat 07-Oct-2025 3 3,077,800 3.44%

7.40% Power Finance Corporation Ltd. NCD Mat-30-08-2021 3 2,995,204 3.34%

8,68% Power Grid NCD Mat 07-Dec-2020 2 2,607,074 291%

10.40% Reliance Ports and Terminal Ltd NCD Mat 18-Jul-2021 2 2,214,845 2.47%

9.95% Food Corporation of India Ltd NCD Mat 07-03-2022. 2 2,197,508 2.45%

©.34% Rural Elsctrification Corp Ltd NCD Mat 25-Aug-2024 2 2,186,404 2.44%

9,30% Power Grid NCD Mat 04-Sep-2024 2 2,182,548 2.44%

8,95% IRFC NCD Mat 10-Mar-2025 2 2,172,508 2.43%

9.17% NTPG NCD Mat 22-Sep-2024 2 2,168,998 2.42%

8.00% IDFC Bank Ltd NCD Mat 19-Nov-2025 2 2,154,087 2.41%

8.62% Food Corporation of India Ltd NCD Mat 22-03-2023 2 2,086,292 2.34%

8.49% NTPC NCD Mat 25-Mar-2025 180,000 2,082,160 2,34%

9.20% Capital First Ltd NCD Mat 22-Jan-2021 2 2,055,350 2.29%

8.94% BAJAJ FINANCE LTD NCD MAT 07-Nov-2025 2 2,039,048 2.28%

7.60% Rellance Ports and Terminal Ltd NCD Mat 18-Nov-2026 2 2,038,618 2.268%

7.74% IRFC NCD Mat 22-12-2020 2 2,032,993 2.27%

7 250 Nuclear Power Corp. NCD Mat 15-12-2031 (SR-XXXIll TRCH-E) 2 1,948,160 2.18%

9,30% Power Grid NCD Mat 28-June-2026 1 1,384,571 1.55%

8.83% IRFC NCD Mat 14-May-2034 1 1,122,648 1.25%

9.46% Power Finance Corporation Ltd. NCD Mat-01-AUG-2026 1 1,119,393 1.25%

8.83% IRFC NCD Mat 14-May-2031 1 1,110,710 1.24%

9.60% Tata Sons Ltd NCD Mat 12-Jun-2022 1 1,086,490 1.22%

9.36% IDFC Bank Lid NCD Mat 21-Aug-2024 1 1,094,230 1.22%

10.25% Shriram Transport Fin NCD Mat 10-Oct-2024 1 1,088,951 1.22%

9.22% LIC Housing Finance Co. Ltd. NCD Mat 16-Oct-2024 1 1,087,878 1.21%

8.80% Food Corporation of India Lid NCD Mat 22-03-2028. 1 1,087,129 1.21%

10.15% BAJAJ FINANCE LTD NCD MAT 18-SEP-2024 1 1,084,242 1.21%

9.45% LIC Housing Financa Co. Ltd. NCD Mat-30-Jan-2022 1 1,081,454 1.21%

§.75% EXIM Bank NCD Mat-04-Oct-2020 1 1,076,948 1.20%

10.00% Shriram Transport Fin NCD Mat 13-Nov-2024 1 1,075,284 1.20%

9.30% LIC Housing Finance Ltd. NCD Mat-14-Sep-2022 1 1,074,881 1.20%

9.60% LIC Housing Financa Ltd. NCD Mat-07-MAR-2021 1 1,073,407 1.20%

5.75% Power Finance Corporation Ltd. NCD Mat-15-June-2025 1 1,085,958 1.18%

9,029 Rural Electrification Corp Ltd NCD Mat 19-Nov-2022 1 1,083,127 1.18%

8,70% IDFC Bank Ltd NCD Mat 20-May-2025 4 1,082,751 1.18%

8.70% Power Financa Corporation Ltd. NCD Mat-14-05-2025 1 1,062,698 1.19%

10.35% United Phosphorus Ltd. NCD MAT 08-June-2019 1 1,058,989 1.18%

8,67% IDFC Bank Ltd NCD Mat 03-Jan-2025 1 1,058,699 1.18%

8,93% Power Grid NCD Mat 20-Oct-2021 1 1,057,589 1.18%

8.40% Nuclear Power Corp. NCD Mat 28-Nov-2025 (SR-XXIX TRCH-A) 1 1,057,084 1.18%

8.75% IDFC Bank Ltd NCD Mat 28-Jul-2022 1 1,056,152 1.18%

8.32% Power Grid NCD Mat 23-Dec-2030 1 1,052,118 147%

8,25% EXIM Bank NCD Mat-23-Jun-2031 1 1,050,879 1.17%

8.85% Power Financa Corporation Ltd. NCD Mat-31-05-2021 1 1,050,855 1.17%

9.45% LIC Housing Finance Co. Ltd. NCD Mat-10-Sept-2019 1 1,048,323 117%

8.14% Nuclear Power Corp. NCD Mat 25-03-2027 (Trancha B) 1 1,047,180 147%

8.55% Power Finance Corporation Ltd. NCD Mat-08-DEC-2021 1 1,044,563 1.47%

8.14% Nuclear Power Corp. NCD Mat 25-03-2026(Tranche A) 1 1,043,850 117%

8.44% Rural Electrification Corp Ltd NCD Mat 04-Dec-2021 1 1,041,525 1.18%

8.45% Reliance Ports and Terminal Ltd NCD Mat 12-Jun-2023 4 1,041,057 1.16%

9.15% Shriram Transport Fin NCD Mat 13-Apr-2021 1 1,030,218 1.15%

8.10% EXIM Bank NCD Mat-13-Nov-2025 1 1,029,101 1.15%

8.75% Mahindra and Mahindra Fi i Services Lid NCD Mat-09-0ct-2025 1 1,017,144 1.14%

8,68% IL&FS Ltd. NCD Mat 25-Aug-2025 1,000 1,013,480 1.13%

8.55% BAJAJ FINANCE LTD NCD MAT 26-APR-2021 1 1,011,914 1.13%

7.58% LIC Housing Finance Ltd. NCD Mat-14-Oct-2021 1 1,007,373 1.12%

Non-convertible Debe otal 161,075 83,082,061 92.76%

Mutual Fund Units Reliance Liguidity Fund - Diract Growth Plan - Growth Option 1,420 3,479,000 3.88%

Mutual Fund Unit: 1,420 3,478,000 3.08%

Net Current Assets - 3,001,837 3,35%

Grand Total 162,498 89,562,898 100.@]
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME C TIER 1l

3.1 KEY STATISTICS FOR THE YEAR ENDED MARCH 31, 2017

Scheme C Tlar Il
it Paicylars L Warch 31, 2017 March 31, 2016
1 NAV per unit (T} |
Open 12.6596 11.6208
High 14.2940 12.6506
Low 12.7169 11.6242
End 14.2209 12.6596
2 Clasing Assets Under Managemant (% in Lakhs}
End ) 895.63 319.80
Average daily net assets (AAuM} 11 562.58 186.00
3 Gross income as % of AAuM Il 10.18% B8.81%
4 Expense ratio
a Total expense as % of AAUM (schema wisa) IV 0.03% 0.02%
b Management fee as % of AAUM (scheme wisa) V 0.01% 0%
5 Net income as % of AAUM VI 10.16% B.79%
8 Portfalio turnover ratio VIl 94.96% 0.00%
7 Total dividend per unit distributed during the period WA MN.A.
8 Returns: (%) VI
a Last one year 12.33% 8.94%
Benchmark 12.31% 8.31%
b Since inception 42.21% 26.60%
Benchmark 44.21% 29.81%
c Compound annualised yield (%) X
Last 1 year 12.33% 8.94%
Last 2 yaar 10.62% 9.22%
Last 3 year 10.25% M.A.
Since launch of the schema 10.08% 9.25%
Launch Date August 01, 2013
|

I NAV = (Market value of investment held by scheme + value of currant assets - value of current liability and provisions, if any) /
(no. of units at the valuation date (bafore creation/ redemption of units)

I AAUM = Average daily net assets

il Gross income = Tatal Income as per Revenue Account

IV Total expenses = Expenses include management faes, custody fees, trustes bank charges but excludes Unrealised /Realised loss
W Management fee as % of AAUM is annualised

Wi Met income = Surplus / Deficit as per Revenua Account

Vil Portfolio turnover = Lower of sales or purchase divided by the average AUM for the period.

Investmerits in liquid mutual fund is excluded from the turnover as the same is primarily for liquidity management

The invesiments into the mandated assets of the fund started in March 2015. From the date of inception of the fund till March 2015 the inflows were invested in
liquid schemes of mutual funds. As per fund ebjective of Tier II Scheme C, the fund anly invests in Corporate Bonds. Thare is a minimum threshold of Rs.10 Lacs

Vil for investment Corparate Bonds and till the time investable amount reachas this threshold, it is invested temporarily in liguid and money market schemes of mutual
funds. Dus to small size of the fund this has affected the fund performance. Hence, Fund per since inception of the schema is not comparable with the
benchmark.

X Compounded annualised yield is to be calculated based on following formula: = {1+ cumulative retum)*n -1 (where n=385/no. of days)

9
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai — 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

INDEPENDENT AUDITORS’ REPORT
To,

The Board of Trustees

National Pension System (NPS) Trust

1st Floor, ICADR Building,

6, Vasant Kunj Institutional Arca- Phase 11,
New Delhi 110 070

Report on Financial Statements

1. We have audited the accompanying financial statements of NPS Trust A/c HDFC Pension
Fund Scheme G — Ticr I under the National Pension System Trust (NPS trust) managed by
HDFC Pension Management Company Ltd. (PFM) which comprise of the Balance Sheet as at
March 31, 2017 and the Revenue Account for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

2 Management of the PIFM, in accordance with the Pension Fund Regulatory and
Development Authority (PFRDA) Guidelines and the Investment Management Agreement (IMA)
with the NPS Trust, is responsible for the preparation of these financial statements that give a true
and fair view of the financial position and financial performance of the Scheme in accordance with
the accounting standards specified under Section 133 of the Companies Act, 2013 read with Rule 7
of the Companies (Accounts) Rules, 2014 to the extent made applicable by PFRDA to Scheme.
This responsibility includes the design, implementation and maintenance of internal control
relevant to the preparation and presentation of the financial statements that give a true and fair view
and are free from material misstatement, whether due to fraud or error. These financial statements
are also approved by the NPS Trust on the recommendation of the Board of Directors of the PFM.

Auditor’s Responsibility

i Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we comply with cthical requircments
and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are frec from material misstatement.

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP
(A limited liability partnership with LLP Identification No. AAF-3926) with effect from 28th Del:em_.bf_; 201

h )
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Phone : 011 41513059 / 41513169
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai - 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment or the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the PFM’s preparation and fair presentation of the financial statements in order 10
design audit procedures that are appropriate in the circumstances. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of the accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

5, We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

6. In our opinion and to the best of our information and according to the explanations given (o
us, the financial statements give the information required by PFRDA (Preparation of Financial
Statements and Auditors Report of Schemes under National Pension System) Guidelines 2012 and
give a true and fair view in conformity with the accounting principles generally accepted in India:
a) in the case of the Balance Sheet, of the state of affairs of the Scheme as of March 31, 2017;

b) in the case of the Revenue Account, of the surplus of the Scheme for the year ended on that
date:
" -.\\‘
Emphasis of Matter \=)
153
T Without modifying our opinion, we invite attention to Note 7/in connection
with litigation relating to granting of license 1o PFM to undertake pension=shali: a@ment under the

National Pension System by PFRDA.
Report on Other Legal and Regulatory Requirements

8. As required by the PERDA (Preparation of Financial Statements and Auditors Report of
Schemes under National Pension System) Guidelines 2012, as amended, we report that:

a) We have obtained all information and explanations which to the best our knowledge and
belief were necessary for the purpose of the audit.
b) The Balance Sheet and Revenue account of the Scheme are in agreement with the books of

account of the Scheme.
c) In our opinion, proper books of account of the Scheme, as required by the PFRDA have
been maintained by the PFM so far as appears from our examination of those books.

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP e
(A limited liability partnership with LLP Identification No. AAF-3926] with effect from 28th December, ;v )
A
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Regd. Office : Suite No. 11A, 2 Floor, Gobind Mansion, H-Block, Connaught Circus, New Delhi - 11
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Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai - 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

4, An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment or the risks of material misstatement of the (inancial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the PFM’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonablencss of the accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

8. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

6. In our opinion and to the best of our information and according to the explanations given to
us, the financial statements give the information required by PFRDA (Preparation of Financial
Statements and Auditors Report of Schemes under National Pension System) Guidelines 2012 and
give a true and fair view in conformity with the accounting principles generally accepted in India:

\aément under the

a) in the case of the Balance Sheet, of the state of affairs of the Scheme as of March 31, 2017;
b) in the case of the Revenue Account, of the surplus of the Scheme for the year ended on that
date: ,
N

. S5

Emphasis of Matter <
S _,l" .‘I ' .

7 Without modifying our opinion, we invite attention to Note Seliedule 7/in connection

with litigation relating to granting of license to PFM to undertake pensior
National Pension System by PFRDA.

Report on Other Legal and Regulatory Requirements

8. As required by the PFRDA (Preparation of Financial Statements and Auditors Report of
Schemes under National Pension System) Guidelines 2012, as amended, we report that:

a) We have obtained all information and explanations which to the best our knowledge and
belief were necessary for the purpose of the audit.

b) The Balance Sheet and Revenue account of the Scheme are in agreement with the books of
account of the Scheme.

c) In our opinion, proper books of account of the Scheme, as required by the PFRDA have

been maintained by the PFM so far as appears from our examination of those books.

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP
(A limited liability partnership with LLP Identification No. AAF-3926) with effect from 28th December,

Corporate Office : B-30, Connaught Place, Kuthiala Building, New Delhi - 110001
Phone : 43258900, Fax : 43259930, E-mail : delhi@trchadha.com
Regd. Office : Suite No. 11A, 2" Floor, Gobind Mansion, H-Block, Connaught Circus, New Delhi -
Phone : 011 41513059 / 41513169

Branches at: % AHMEDABAD ** BENGALURU %* CHENNAI ¢ GURGAON ** HYDERABAD *%* PUNE

MA



T R Chadha & Co LLP s

Chartered Accountants ;
502, Marathon Icon,
Off. Ganpatrao Kadam Marg

Opp. Peninsula Corporate Park

Lower Parel, Mumbai - 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

d)

9.
a)
b)

All transactions expenses in excess of the limits contractually agreed to / approved by the
Authority are borne by the Pension Fund (if any) and are not charged to the NAV of the
Scheme.

In our opinion the Balance Sheet and Revenue Account of the Scheme dealt with by this
report comply with the Accounting Standards specified under Section 133 of the Companies
Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 to the extent made
applicable by PFRDA.

We further certify that

Investments have been valued in accordance with the guidelines issued by the Authority.
Transaction and claims/fee raised by different entities are in accordance with the prescribed
fee. The CRA charges have been charged based on communication received from CRA.

For T R Chadha & Co LLP
Chartered Accountants
Firm Registration No 006711N/N500028

Vikas

Partner
Membership No 75363

VoD Unwacx

umar

Place: Mumbai
Date: 137 1)
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDEC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER |

BALANCE SHEET AS AT MARCH 31, 2017 (In¥)

e S Schedule Scheme G Tier |

AeLAn March 31, 2017 March 31, 2016

Liabllities

Unit Capital 1 2,540,074,900 895,774,852

Reserves & Surplus 2 1,228,516,574 288,381,748

Current Liabilities and Provisions . 3 2,048,306 28,797,840

Total ! 3,770,839,780 1,212,954,440
Assets

Investments 4 3,705,684,086 1,163.447,194

Deposits 5 - =

Other Current Assets 2] 64,955,694 49,507,246

Total 3,770,639,780 1,212,954,440
{(a) Net asset as per Balance Sheet (Schedule 4+5+6 -3) 3,768,591,474 1,184,156,600
(b) Number of urits outstanding 254,007,490 89,577,485
(c) NAV per urit (a)/(b) (3} 14,8365 13.2193
'_ Significant accounting policies and notes to accounts 7

The notes referred to above form an integral part of the financial statements.

This is the Balance Sheet referred to in our report of even date.

For T R Chadha & Co LLP {(FRN 006711N/N500028) For and on behalf of Board of Directors of HDFC Pension Management
Company Limited
Chartered Accountants —

e, \]\%W

{Director) (Director)

Vikas Kumar
Partner
Membership No.75363

FaQun ;;ancholl Magesh Pai
(Ch%pf Financial Officer) (Company Secretary)

:'If
J

_/.-_Pl_a'g_é’: Mumbai

“'Date : April 24, 2017

Place : Mumbai
Date : \3-7) .y

For and on Behalf of NPS Trust

Shailesh V.Haribhakti Kamal Chaudh
(Chairman, NPS Trust Board) (Chief Executive Officer)
Place :
Date: 13 JUL 20T
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER |

REVENUE ACCOUNT FOR THE YEAR ENDED MARCH 31, 2017 (InT)
ke Scheme G Tier |
ey Warch 31, 2017 March 31, 2018
income
Interest 154,917,298 32,638,257
Profit on sale/n plion of i 44,013,261 866,236
Unrealised gain on appreciaiion in investments - 9,173,325
Total Income {A) 188,930,669 42,877,818

Expenses & Losses

Unrealised losses in value of investmeants 10,853,283 -
Loss on salefr p of i its 55608,625 -
Management fees (including servica tax) 244,083 47 871
NPS Trust fess 212,343 26,358
Custodian fees 75,115 33,180
CRA fees 7,609,709 2,790,077
Less - Amuunt recoverable on sale of units on account of CRA Charges (7.699,709) (2,790,077)
Depesitory and setiement charges 42 811 -
Total Expenditure (B} 11,987,270 107,209
Surplus/{Reficlt) for the yoar (A-B = C) 186,943,289 42,670,609
Less: Amount transferred to Unrealised appreciation account I I 10,853,293 (9.173,325)
Less: Amount ransferrad to General Resarve | | {197,796,582) (33,397,284)

Amount carried forward to Balance Shoet 4 i g
Significant accounting policies and notes to accounts 7

The notes referred to above form an integral part of the financial stataments.
This is the Revenus Account refermed to in our report of even date.

For T R Chadha & Co LLP {FRN 006711N/N500028) For and on behalf of Board of Directors of HDFC Pension Manag t
Company Limited
Chartered Accountants ~
L}
" nz:
// p
VWAD i ", \] N\
Vikas Kumar Amitabh Chaudhry Vibha Padalkar
Partner {Director) {Diractar)
Membership No.75363

A~

: S .5 5
hY Yy A o A =

Sum'hl Shukla ."-_Fagun Pancholl Nagesh Pal
{Clyef, E)}:elqmiva Officar) _(Chlef Financial Officer) (Company Secretary)

Place : Mumbai
O 13°-907

For and on Behalf of NPS Trust

/*\\("

Kamal Chaudhry
(Chief Executive Officer)

Shallesh W, Haribhakti
{Chairman, NPS Trust Board)

Place :

oz JIMLABT N
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NATIONAL PENSION SYSTEM TRUST

NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER |

Schedules forming part of the financial statements

Schedule 1: Unit capital {in%)
Particul Scheme G Tier |
S March 31, 2017 March 31, 2018
Initial capital
Unit capital
Qutstanding units at the beginning of the year 805,774,852 139,818,985
Add :Units Issued during the year 1,697,554,751 771,653,637
Less: Units redeemed during the year (53,254,703) (15,897,770)
Closing bal 2,540,074,800 896,774,852
{Face Value of Rs.10/- each unit, fully paid up)
Outstanding units at the beginning of the year 89,577,485 13,981,808
Add :Units issued during the year 169,755,475 77,165,364
Less: Units redeemed during the year (5,325,470) {1,569,777)
{o] ding Units at the end of the year 254,007,490 89,577,486
Schedule 2: Reserves and surplus {(In%)
Scheme G Tlor |
Particulars
& March 31, 2017 March 31, 2018
Unit premium reserve
Opening balance 232,370,792 19,845,979
Add: Premium on Units issued 777,092,524 216,536,331
Less: Premium on Units (23,800,987) (4.011,518)
Closing balance 985,562,329 232,370,792
General Resarve
Opening balance 39,943,874 6,546,590
Addf(Less): Transfer from Revenue Account 197,796,582 33,397,284
Closing balance 237,740,456 39,943,874
Unrealised Appreciation Reserve
Opening balance 16,067,082 6,893,757
Add/{Less): Transfer from Revenue Account (10,853,293) 9,173,325
Closing balance 5,213,789 16,087,082
Total 1,228,518,574 288,381,748
Scheduls 3: Current liabilities and provisions {In%)

Particulars

Crh

G Tier |

March 31, 2017

March 31, 2018

Current liabilities & Provisions

Sundry creditors for expenses 263,785 65,436
Redemption Payable 1,780,712 122,951
TDS Payable 3,809 824
Contracts for purchase of investments - 28,605,750
Provisions” - 2,879
Total 2,048,306 28,797,840

* The Provision referred above is towards TDS payable on Custodian fees.




NATIONAL PENSION SYSTEM TRUST

NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER |

Schedules forming part of the financial statements

Schedule 4: Investments (Long Term and Short Term) {InX)
Particulire Scheme G Tler |
March 31, 2017 March 31, 2018
Central and state government securities (including treasury bills ) 3,561,876,088 1,150,015,694
Others - Mutual Fund Units 143,808,000 13,431,500
Total 3,705,684,086 1,163,447,194
Schedule 5: Deposits {InTj
Particulars Scheme G Tier |
. March 31, 2017 March 31, 2048
Deposits with scheduled banks = _
Total = -
Schedule 6: Other current assets {(In%)
At 1L Scheme G Tier |
March 31, 2017 March 31, 2018
Balances with banks in cumrent account 25,355 475
Qutstanding and accrued income 64,830,339 20,901,022
Sundry debtors - 28,605,740
Total 64,955,804 49,607,248
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER |
Schedule 7
Significant accounting policies & notes to accounts for the year ended March 31, 2017

1.1 Background

HDFC Pension Management Company Limited (‘the Company’) has been appointed as a Pension
Fund Manager (‘PFM’) by the Pension Fund Regulatory and Development Authority ("PFRDA") for
the management of Pension Schemes under the National Pension System (‘NPS'). Accordingly, the
Company has entered into an Investment Management Agreement (IMA’) with NPS Trust. The
Peasion Fund Regulatory and Development Authority ("PFRDA" / "Authority") guidelines require each
PFM to manage subscribers’ funds. As per unbundled architecture of the NPS, the main
responsibility of PFM is to manage funds in accordance with the laid down guidelines and declare
NAV. As per the architecture, the NSDL e-Governance Infrastructure Ltd and Karvy Computershare
Pvi.Ltd being the Central Recordkeeping Agency (CRA) provides consolidated data to PFM for
allotment / redemption of units and Axis Bank, being the Trustee Bank, provides / receives funds on
consolidated basis in respect of such allotment / redemption. '

Central Record Keeping Agency (CRA). National Securities Depository Limited (NSDL),Karvy
Computershare Pvi.Ltd and PFRDA have set up Central Recordkeeping Agency (CRA) for the NPS
Some of the key responsibilities of the CRA include the following:

e Record keeping, Administration and Customer service function for NPS subscriber,

e  Providing Unigque Permanent Retirement Account Number (PRAN) to each subscriber,

¢ Maintaining database of all PRANs issued and recording transactions relating to each
subscribers PRAN,

e PRAN Transaction Statement,

° An operational interface between PFRDA and other NPS intermediaries such as Pension
Funds, Annuity Service Providers, Trust Bank etc.

CRA is responsible to resolve all queries pertaining to investors. CRA informs about the fund flow to
Pension Fund Managers (PFM) and also instruct Axis Bank to credit PFM's pool account maintained
with them.

PFRDA has appointed the Karvy Computershare Pvt. Ltd as additional CRA in FY 2016-17 for the
NPS, which got operational with effect from 15% February, 2017.
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NPS trust has designated Stock Holding Corporation of India Ltd. (SHCIL) as the custodian, who is
responsible for safe custody of securities and settlements of trades.

The fees payable to CRA, in terms of IMA, is charged to the investor by redeeming the equivalent
number of units on receipt of intimation from CRA. As stated above, the amount of funds received
from the subscribers is intimated by the Trustee Bank on consolidated basis on T+2 basis. PFM
records the same on receipt basis. Accordingly, funds with Trustee Bank at the yearend do not get
reflected in the financial statements.

1.2 Basis of preparation

The financial statements have been prepared to comply with the Pension Fund Regulatory and
Development Authority Act, 2013; PFRDA (Preparation of financial statements and Auditor’s report of
Schemes under National Pension System) Guidelines — 2012, Accounting Standards notified under
the Companies Act, 1956 to the extent made applicable by PFRDA (Preparation of financial
statements and Auditor’s report of Schemes under National Pension System) Guidelines ~ 2012 and
geherally accepted accounting principles. These financial statements have been prepared on an
accrual basis, except as otherwise stated.

The financials have been prepared for SCHEME G TIER | being managed by the Company.

The Company manages eight separate schemes under the two tiered structure (Tier | and II)
prescribed under the NPS. The schemes are classified as Scheme E, C, G and A based on the asset
class prescribed under the NPS as follows:

Scheme E - Equity market instruments
Scheme C - Credit risk bearing fixed income instruments
Scheme G - Government securities

Scheme A - Alternate Investment funds

1.3 Investments

Transactions for purchase and sale of securities are accounted on frade date.
The holding cost of investments is determined by the weighted average cost method and the cost
includes applicable taxes and stamp charges but exclude brokerage and other transactional charges.

Investments are reconciled with the custodian records on daily basis.
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Vaiuation of Investments
The scheme marks all investments to market and carries investments in the Balance Sheet at the

market value as on Balance Sheet date / date of determination / date of valuation.

The change in unrealised appreciation/depreciation in the value of investments is determined
separately for each assets category at the year-end and is recognised in the Revenue Account. The
change in net unrealised appreciation, if any, is transferred to /from “Unrealised Appreciation

Reserve" shown as part of Reserves and Surplus.

As per directive received from NPS Trust, the valuation of investments is carried out by Stock Holding
Corporation of India Limited (SHCIL) effective April 1, 2011. The Investment valuation methodology
adopted by SHCIL is as follows:

The following valuation norms are as prescribed by PFRDA (Preparation of Financial Statements and
Auditor's Report of schemes under National Pension System) Guidelines - 2012,

Central Government, State Government securities are valued at the aggregated prices received from

independent valuation agencies CRISIL & ICRA on the particular valuation day.

Treasury bills are valued at the aggregated prices received from independent valuation agencies
CRISIL & ICRA on the particular valuation day.

Mutual fund units are valued based on the net asset value of the preceding day of the valuation date.

1.4 Income Recognition
Interest income on all interest bearing investment is recognised on daily accrual basis; when
investments are purchased, interest paid for the period from the last interest due date upto the date of
purchase is debited to Interest Recoverable Account and not included in cost of purchase. Similarly
interest received at the time of sale for the period from the last interest due date upto the date of sale
credited to Interest Recoverable Account and not included in sale value.

Accretion of discount relating to Treasury bills is recognised over the holding / maturity period on a
straight-line basis.

Profit or ioss on sale of Government securities is the difference between the sale consideration net of
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Profit or loss on sale of mutual fund units is the difference between the sale consideration net of

expenses and the weighted average book cost.

1.5 Non-Performing Assets
An investment is regarded as non-performing, if interest/principal or both amount has not been
received or has remained outstanding for 90 days from the day such incomef/installment has fallen

due.

Where income receivable on investments has accrued but has not been received for a period of 90
days beyond the due date, provision is made by debiting to the Revenue Account for the income so

accrued and no further accrual of income shall be made in respect of such investments.

Income on non-performing assets (NPA) is recognised on receipt and other incomes of miscellaneous

nature are accounted for when there is certainty of collection.

1.6 Units reconciliation
The subscribers’ units as per Investment management system are reconciled with Central
Recordkeeping Agency (CRA) records on daily basis.

1.7 Investment management fees
Investment management fees are recognised on daily accrual basis on closing Asset Under
Management (AUM) in accordance with IMA. The Investment management fee is inclusive of
brokerage but excludes custodian charges and applicable taxes, if any.

The Company has started charging investment management fee of 0.01% per annum (inclusive of
brokerage but excluding custodian charges and applicable taxes), with effect from August 01, 2014,
in terms of the Pension Fund Regulatory and Development Authority's circular no. PFRDA/B/PFM/9/2
dated July 31, 2014. '

1.8 Trustee fees
The Company has started charging Trustee fee of 0.01% per annum, with effect from November 01,
20'i5 in terms of the National Pension Scheme Trust circular no. 1!20(2015:'NPS dated October 19,
2015.
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1.9 Other Expenses
Custody charges are recognised on daily accrual basis in accordance with IMA. Trustee bank
charges, if any, are recognised when they are debited by the trustee bank on a quarterly basis.

2 Unit Premium Reserve
Upon issue and redemption of units, the net premium or discount to the face value of units is adjusted
against the Unit Premium Reserve of the Scheme.
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER |

Notes to accounts
2.1 Contingent liabllities {(InT)
Particulars Scheme G Tier |
March 31, 2017 March 31, 2018
Unecalled iability on partly paid shares NIL NIL
Dther ¢ itments WNIL NIL
2.2 Investments
Allir ts are p ing i Al s of the scheme are in the name of the NPS Trust. All investments are traded investments.
2.3 Details of th with sp and its parti
Mature of relationship Name of the related party
Penslon fund manager HDFC Pension Management Company Limited
Sponsor company HODFC Standard Life Insurance Company Limited
Assoclates and group companies
Holding Company HOFC Limited
Mr. Amitabh Chaudhry Key Management Personnel
Ms. Vibha Padalkar Key Managsment Personnel
Mr. Sumit Shukla Key Management Personnel
Mr. Fagun Pancholi Key Managament Personnel
Mr. Nagesh Pai Key Management Pt |
The following represents significant transactions between the Company and its related parties for the yaar ended March 31, 2017
(In%)
Nature of Transaction Scheme G Tler |
March 31, 2017 March 31, 2018
Investmant management fees 244,083 47,671
Balances with HDFC Pension Management Company Limited are as follows:
{In%)
Nature of Transaction Sch G Tier |
March 31, 2017 March 31, 2018
Investment management fees payable 81,818 20,607
Aggregate investments made in the A | and group as at March 31, 2017 are as follows: (InT)
Scheme G Tier |
N S Py March 31, 2017 March 31, 2018
ame om 58
it Cost Market Value Cost Market Value
NIL NIL NIL NIL
Investment with other Group Companles
Mature of relationship Name of the related party
Assoclates of Holding Compary HOFC Bank Limited
Aggregate investments made in the other group companies as at March 31, 2017 are as follows: {in%)
Sch G Tler |
March 31, 2017 March 31, 2018
Name of the Company Asset type
Cost Market Value Cost Market Value
NIL NIL NIL NIL
2.4 Provision
There are no provisions for doubtful deposits, debis and outstanding and accrued income.
2.5 Aggregate vaiue of purchase and saie with percentage to average assets
Aggregate value of purchase and sale with percentage to average assels as at March 31, 2017 is as follows
(In%)
Scheme G Tier |
rtlcular
faricule March 31, 2017 March 31, 2018
Average Net Asset Value 2,123,428,725 417,530,011
Purchase of Investment 12,122,123,991 2,274,955763
% to average Net Assets Value 570.88% 544.86%
Sale of Investmant 9,571,891,712 1,274,412,309
% to average Net Assets Value 305.23%
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER ]

Notes to accounts
Aggregate value of purchase and sale (excluding liquid mutual fund)® with percentage to average assels as at March 31, 2017 is as follows : "
In%)
Scheme @ Tier |
Pacticula Warch 31, 2017 March 31, 2018
Average Met Asset Value 2,123,428,725 417,530,011
Purchase of Investment 3,618,890,488 1,013,691,362
% to average Nat Assets Value 170.43% 242.78%
Sale of Investment 1,196,664,589 26,156,835
% to average Net Assets Value 56.36% 5.26%
“Liquid mutual fund investments are held for day to day cash management, hence excluded
2.6 Investments falling under aach malor Industry group
The total valus of investments falling under each major industry group (which constitutas not less than 5% of the total investments in the major classification of the financials) are
disclosed as under:
(In%)
Scheme G Tlerl
i March 31, 2017 March 31, 2016
Industry Classification o of Industry % of Industry
Market value classification Market valug Classification
Central Government Securities 3,290,710,179 87.32% 1,117,469,922 94 37%
State Development Leans 271,165,807 7.20% 32,545,772 2.75%
Mutual Funds 143,808,000 3.82% 13,431,500 1.13%
Net Current Assets 62,807 388 1.67% 20,709,406 1.75%
Net Asset Value 3,768,5691,474 100.00% 1,184,1686,600 100.00%
2.7 Age wise discl for St ideb ! others application money pending allotment.
(In%)
Scheme G Ter |
Fjecnﬁtﬂ Name Asset Type Ageing March 31, 2017 March 31, 2016
‘ NIL NIL NIL NIL
2.8 Prior Year Comparatives :

The Figures of the previous period have been regrouped / rearranged, wherever applicable, to conform current year's presentation.

2.9 Note on status of litigation matters with PFRDA

In January 2014, a fresh Request for Proposal (RFP") was floated by the PFRDA seeking bids from Sponsors for
manage the pension funds. In response to the RFP, HDFC Standard Life Insurance Company Limited (HDFC Life’ /
commercial bid. The technical bid made under RFP was open
grounds of not having profitability for a period of 3 years. The Sponsor, therefore, filed a Writ Petition before the Hon

) of pensl

fund gers afresh to
‘the Sponsor) had submitied its technical and
ed in April 2014 and the bid submitted by the Sponsor was not accepted by the PFRDA on technical
'ble High Court of Delhi, challenging the said

rejection. The Hon'ble High Court of Delhi by its Order dated May 15, 2014 quashed and set aside the PFRDA's rejection of the Sponsors bid and directed the
PFRDA to evaluate the bid in accordance with the steps set out in the RFP. While the PFRDA cleared the Sponsor's technical and commercial bid and the Sponsor

even agreed to match the lowest commercial bid, the PFRDA declin
Petition before the Hon'ble High Court of Dethi against the rejection. Vide its Order dated

ed to grant the Sponsor a 'Letter of Appaintment’. The Sponsor therefore filed another Wit
December 18, 2014 the Hon'ble High Court of Delhi quashed and set aside

the PFRDA's rejection of the Sponsor's bid and directed the PFRDA to grant HDFC Life a 'Letter of Appointment' to act as a Sponsor. Subsequently, the PFRDA has

filed a Special Leave Petition before the Hon'ble Supreme Court of India challengi
its Order dated March 8, 2015, refused to grant the PFRDA any ad-interim relief and the matter is presently pending hearing. On March 2
High Court order, the PFRDA had issued a 'Letter of Appointment’
above proceedings filed before the Hon'ble Supreme Courl. The Company has obtained an opinion from its

chance of succeeding in the matter.

It may be noted that the PFRDA (Pension Fund) Regulations, 2015 we
PFRDA. HDFC Pension has submitted its application for the same, an
PFRDA, while acknowledging our submission of Annual Fees, had granted an extension to continue as a
of pracess spucified under PFRDA (Pension Fund) regulations, 201 5. This extension was subject to the Order of the Supreme

against the Order of the High Court of Delhi.

During the year under review, the PFRDA had issued a fresh Request For Proposal ('RFP') for selection of P
Sponsor had submitted a Technical and Commercial bid. On November 29,
30, 2016 wherein the name of HDFC Life was included which implies that the Technical Bi

Funds for privat

ng the above said Order dated December 18, 2014.The Hon'ble Supreme Court, by
7. 2015, complying with the
in favour of the Sponsor, stating inter alia that such appointment is subject to the gutcome of the
lawyers, as per which the Company stands a fairly good

re notified in May 2015, pursuant to which re-registration of all pension funds was sought by the
d a response from the PFRDA Is awaited. However, vide a letter dated June 24, 2016, the
Pension Fund untii the selection of Pension Funds in terms
Court of India on the appeal filed

seclor, pursuant to which the
2016 the PFRDA issued a notice that the Commercial Bid would be opened on November
d of HDFC Life has been accepted. HDFC Life is also given to understand

that the Commercial Bid submitted by HDFC Pension hasalso been accepted by the PFRDA and formal issuance of letters of appointment is awaited.
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3. PORTFOLIO STATEMENT AS ON MARCH 31, 2017 (In%)
Asset Head Scrlp Namo. Quantity Market Vaiue % "'"o

Government Securities 7.61% GOl Mat 09-May-2030 4,151,000 429,960,582 11.41%

8.17% GOI MAT 01-Dec-2044 3,118,000 335,808,800 891%

8.24% GOI MAT 15 Feb 2027 2,137,700 228,794,824 6.07%

8.24% GOI MAT 10 MNov 2033 2,046,200 219,884 652 5.83%

8.32% GOI Mat 02-Aug-2032 1,808,900 195.799,677 5.20%

7.88% GO 19March2030 1,860,700 194,443,150 5.16%

8.13% GOI MAT 22-Jun-2045 1,764,600 190,488,570 5.05%

8.30% GOI Mat 31-Dec-2042 1,476,100 160,826,852 427%

8.30% GOl MAT D2-July-2040 1,389,000 150,697,888 4.00%

8.28% GOl Mat 21-Sep-2027 1,233,700 132,561,085 3.52%

§.23% GOI MAT 23-Dec-2043 1.100,100 131,131,820 3.48%

8.15% GOI Mat 24-Nov-2026 1,219,100 130,017,015 3.45%

8.83% GOI Mat 12-Dec-2041 976,600 111,576,550 2.86%

8.28% GOI Mat 15-Feb-2032 1,011,800 108,871,006 2.89%

9.20% GOI Mat 30-Sep-2030 09,400 105,235,313 279%

7.73% GOI Mat 19-Dec-2034 1,009,700 104,304,534 277%

6.79% GOI Maturity 26-Dec-2029 955,000 93,570,800 2.48%

#.60% GOl MAT 2JUN2028 783,800 85,880,586 2.28%

5.33% GOI Mat-07-Jun-2035 768,400 83,755,600 2.22%

6.97% GOI Mat 06-Sep-2026 500,000 50,955,000 1.35%

7.50% GOI Mat 10-Aug-2034 200,000 20,140,000 0.53%

7.72% GOl Mat 25-May-2025 100,000 10,413,000 0.28%

8.40% GOl Mat 28-JUL-2024 60,600 6,542,370 0.17%

8.26% GOI Mat 02-Aug-2027 24,900 2,686,314 0.07%

8.20% GO Mat 24-Sep-2025 22,400 2,382,016 0.06%

8.33% GOI Mat 09-Jul-2026 17,100 1,838,248 0.05%

7.95% GO! Maturity 28-Aug-2032 15,600 1,634,880 0.04%

7.28% GOl Mat 03-Jun-2019 3,500 306,357 0.01%

7.16% GOl Mat 20-May-2023 1,300 131,430 0.00%

Govermnment Securlties Total 30,665,600 3,290,710,179 87.32%

State Development Loans 8.69% Tamil Nadu SOL Mat 24-Feb-2026 1,000,000 106,500,000 2.83%

7.88% Andhra Pradesh SDL Mat 15-Mar-2027 500,000 51,012,350 1.35%

7.96% Maharashira SDL 26-June-2026 470,000 48,155,636 1.28%

B.67% Maharashtra SDL 24-Feb-2026 300,000 32,050,890 0.85%

8.72% Andhra Pradesh SDL Mat 24-Feb-2026 100,000 10,699,770 0.28%

8,00% Tamil Nadu SDL Mat 28-0ct-2025 80,000 8,172,944 0.22%

8.24% Andnra Pradesh SDL Mat 09-Sep-2025 43,300 4488326 0.12%

8.44% Tamil Nadu SDL Mat 26-Nov-2024 40,500 4,242,055 0.11%

8.17% Tamil Nadu SDL Mat 26-Nov-2025 24,600 2,541,810 0.07%

9.77% Andhra Pradesh SDL Mat 28-Aug-2023 10,000 1,108,078 0.03%

9,4%% Tamil Nadu SDL Mat 18-Dec-2023 10,000 1,088,870 0.03%

9.39% Maharashtra SDL 20-Nov-2023 10,000 1,004,177 0.03%

¢ Development Loans Total 2,588,400 271,185,907 7.20%

Mutual Fund Units Birta Sun Life Cash Plus - Growth - Direct Plan 550,492 143,808,000 3.82%

Mutual Fund Unlts Total 550,492 143,808,000 3.82%

Net Current Assets - 52,907,388 1.87%

Total 33,804,492 3,768,691,474 100.00%
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3.1 KEY STATISTICS FOR THE YEAR ENDED MARCH 31, 2017

n P Scheme @ Tler |
S Atuns March 31, 2017 March 31, 2018
4 NAV per unit (2} |
Open 13.2193 12,3806
High 156015 13.2193
Low 13.2556 12.1525
End 14.8365 13.2183
2 Closing Assets Under Management (¥ in Lakhs)
End 37685.91 11841.57
Avaerage daily net assets (AAUM) I 21234.29 4175.30
3 (Gross income as % of AAUM I 9.37% 10.22%
4 Expense ratio
a Total expense as % of AAuM (scheme wise) IV 0.03% 0.03%
b Management fee as % of AAUM (scheme wise) WV 0.01% 0.01%
5 Net income as % of AAuM VI 8.80% 10.20%
=] Portfolio turnover ratio VIl 56.368% 6.26%
7 Total dividend per unit distributed during the period N.A. M.A,
8 Returns: (%)
a Last one year 12.23% 6.77%
Benchmark 11.80% 7.63%
b Since incaption 48.37% 32,19%
Banchmark 47.45% 31.10%
¢ | Compound annualised yield (%) VIl I
Last 1 year 12.23% 6.77%
Last 2 year _ 947% 13.14%
Last 3 year 12.83% N.A.
Since launch of the scheme 11.36% 11.04%
Launch Date August 01, 2013
| NAV = (Market value of investment held by schems + value of current assets - value of current liability and provisions, if any) /
(na. of units at the valuation date (before creation/ redemption of units)
1 AAUM = Average dally net assets
n Gross income = Total Income as per Revenue Account
1 Total expenses = Expenses include management fees, custody fees, trustee bank charges but excludes Unrealised /Realised loss
v Management fee as % of AAUM is annualised
wi Meat income = Surplus / Deficit as per Revenue Account
il Portfolio tumover = Lower of sales or purchasa divided by the average AUM for the period.
Investmants in liquid mutual fund is excluded from the turnover as tha same is primarily for liquidity management
Vil Compoundsd annualised yield is to be calculated based on follewing formula; = (1+ cumulative retum)*n - (where n=365/no. of days)
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai — 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

INDEPENDENT AUDITORS’ REPORT
To,

The Board of Trustces

National Pension System (NPS) Trust

1st Floor, ICADR Building,

6, Vasant Kunj Institutional Area- Phase II,
New Delhi 110 070

Report on Financial Statements

1. We have audited the accompanying financial statements of NPS Trust A/e HDFC Pension
Fund Scheme G — Tier 1I under the National Pension System Trust (NPS trust) managed by
HDFC Pension Management Company Ltd. (PFM) which comprise of the Balance Sheect as at
March 31, 2017 and the Revenue Account for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

2. Management of the PFM, in accordance with the Pension Fund Regulatory and
Development Authority (PFRDA) Guidelines and the Investment Management Agreement (IMA)
with the NPS Trust, is responsible for the preparation of these financial statements that give a true
and fair view of the financial position and financial performance of the Scheme in accordance with
the accounting standards specified under Section 133 of the Companies Act, 2013 read with Rule 7
of the Companies (Accounts) Rules, 2014 to the extent made applicable by PFRDA to Scheme.
This responsibility includes the design, implementation and maintenance of internal control
relevant to the preparation and presentation of the financial stalements that give a true and fair view
and are free from material misstatement, whether due to fraud or error. These f{inancial statements
are also approved by the NPS Trust on the recommendation of the Board of Directors of the PFM.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP L//A“
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Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai - 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment or the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the PFM’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances. An audit also includes evaluating
the appropriatcness of accounting policics used and the reasonableness of the accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

5. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

6. In our opinion and to the best of our information and according to the explanations given to
us, the financial statements give the information required by PFRDA (Preparation of Financial
Statements and Auditors Report of Schemes under National Pension System) Guidelines 2012 and
give a true and fair view in conformity with the accounting principles generally accepted in India:
a) in the case of the Balance Sheet, of the statc of aftairs of the Scheme as of March 31, 2017;
b) in the case of the Revenue Account, of the surplus of the Scheme for the year ended on that
date:

Emphasis of Matter

7 Without modifying our opinion, we invite attention to Note
with litigation relating to granting of license to PFM to undertake pe
National Pension System by PFRDA.

Report on Other Legal and Regulatory Requirements

8. As required by the PFRDA (Preparation of Financial Statements and Auditors Report of
Schemes under National Pension System) Guidelines 2012, as amended, we report that:

a) We have obtained all information and explanations which to the best our knowledge and
belief were necessary for the purpose of the audit.
b) The Balance Shect and Revenue account of the Scheme are in agreement with the books of

account of the Scheme.
c) In our opinion, proper books of account of the Scheme, as required by the PFRDA have

been maintained by the PFM so far as appears from our examination of those books
_,-f/\:_,‘flad_tli'_] §

{A limited liability partnership with LLP ldentification No. AAF-3926} with effect from 28th December, 2
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d) All transactions expenses in excess of the limits contractually agreed to / approved by the
Authority are borne by the Pension Fund (if any) and are not charged 1o the NAV of the
Scheme.

€) In our opinion the Balance Sheet and Revenue Account of the Scheme dealt with by this
report comply with the Accounting Standards specified under Section 133 of the Companies
Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 to the extent made
applicable by PFRDA.

9. We further certify that

a) Investments have been valued in accordance with the guidelines issued by the Authority.

b) Transaction and claims/fee raised by different entities are in accordance with the prescribed
fee. The CRA charges have been charged based on communication received from CRA.

For T R Chadha & Co LLP

Chartered Accountants

Firm Registration No 006711N/N500028

f\if\"\ﬁ oD \,‘{vt VNGV

Vikas Kumar
Partner 2
Membership No 75363

Place: Mumbai

Date:

12-717
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER i

BALANCE SHEET AS AT MARCH 31, 2017 {in%)
_p 5 Schedula Scheme G Terll
articutars i March 31, 2047 March 31, 2018

Liabilities

Unit Capital 1 63,342,401 17,424,438

Reserves & Surplus 2 32,639,211 6,125,686

Current Liabilities and Provisions 3 160,772 57,086

Total 96,142,384 23,607,210
Assets

Investments 4 04,317,239 23,025,035

Deposits 5 ‘ -

Other Current Assets 6 1,825,145 582,175

Total 96,142,384 23,607,210
(@) Net asset as per Balance Sheet (Schedule 4+5+6 -3) 95,981,612 23,550,124
(b) Number of units outstanding 6,334,240 1,742,444
(c) NAV per unit (a)/(b) (3) 15.1528 135155

Significant accounting policles and notes to accounts 7

The notes referred to above form an integral part of the financial statements.

This is the Balance Sheet referred to in our report of even date.

For T R Chadha & Co LLP {(FRN 006711N/N500028) For and on behalf of Board of Directors of HDFC Pension Management Company
_~Limited
Chartered Accountants S

i
!

'A‘n?ﬁ.ﬁh’crﬁdhw Vibha Padaym/

Vikas Kumnar
Partner (Director) {Director)
Membership No.75383
| 4
; / 0> /
- \ [\ ™ «
AN = 4 I'.' L\—-it'-"“ e \jll
Sumlﬂ Shukla | Fagun Pancholi Nagesh Pai
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER Il

REVENUE ACCOUNT FOR THE YEAR ENDED MARCH 31, 2017 (in%)
I Sch G Tier Il
Barticulars March 31, 2017 March 31, 2016
Income
Interest 3,866,043 792,014
Profit on sale/r ion of i i 98,707 16,861
Unrealised gain on appreciation in investments 69,181 138,401
Total Income (A) 4,033,931 947,278
Expenses & Losses
Loss on ption of i It - 8157
Management fees {including service tax) 6,103 1.155
NPS Trust fees 5,309 632
Custodian fers 1,847 803
CRA fees 32,069 11,213
Less - Amount recoverable on sale of units on account of CRA Chargas (32,069) 11.213)
Depository and settiement charges B850 -
Total Expenditure (B) 14,108 10,747
Surplus/{Deficit) for the year (A-B = C) 4,019,822 938,520
Less: Amount to Unrealised appreciat | | (89,181)] {138,401}
Less: Amount to General Resarve [ [ (3,350,641} {798,128}/
Amount carrled forward to Balance Sheet [ [ - -
Significant accounting policles and notes to accounts ] I ]
The notes referrad to above form an integral part of the fi ial it
This is the Revenue Account referred to in our report of even date.
For TR Chadha & Co LLP {FRN 006711N/N500028) —Far and on behalf of Board of [ of HDFC F lon Manag
Gompany Limited
Chartered Accountants q
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Vikas Kumar | Amitabh Chaudhry Vibha Padal
Partner (Director) {Director)
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| Fagun Pancholt Nagesh Pal
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Schedules forming part of the financlal statements

Schedule 1: Unit capital {In%)
Particul Scheme G Tler ll
g March 31, 2017 March 31, 2016
Initial capital
Unit capital
Qutstanding units at the beginning of the year 17.424 438 2,339,290
Add :Units issued during the year 51,281,374 16,308 B56
Less: Lnits redeemed during the year (5,363.411) (1,223,708)
Closing balance 63,342,401 17,424,438
(Face Value of Rs.10/- each unit, fully paid up)
Dutstanding units at the beginning of the year 1,742,444 233,929
Add :Units issued during the year 5128,137 1,630,886
Less: Units redeemed during the year {536,341) (122,371)
Outstanding Units at the end of the year 6,334,240 1,742,444
Schedule 2;: Reserves and surplus {n%
Scheme G Tier Il

Particulars

March 31, 2017

March 31, 2016

Unit premium reserve

Opening balance 4,979,476 410,709
Add: Premium on Units issued 25,127,368 4,938,370
Less: Premium on Units redeemed (2,633,665) (369,603)
Closing balance 27 473,179 4,979,478
General Reserve
Openirg balance 903,082 104,954
Add/{Less): Transfer from/{to) Revenue Account 3,950,641 798,128
Closing balance 4,853,723 803,082
Unrealised Appreciation Reserve
Opening balance 243,128 104,727
Add/(Less): Transfer from/(lo) Revenue Account 69,181 138,401
Closing balance 312,308 243,128
Total 32,638,211 6,126,886
Schedule 3: Current liabilities and provisions {In%)
eme G Ti
Partlculars b 2
March 31, 2017 March 31, 2016
Current liabilities & Provisions
Sundry credilors for expensss 6,564 1,526
Redemption Payable 154,110 55472
TDS Payable 88 18
F - 70
Total 160,772 57,086

* The Pmﬁs‘non referred above Is towards TDS payable on Custodian fees.
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NPS TRUST 4/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME G TIER Il

Schedules forming part of the financial statements

Schedule 4: Investments (Long Term and Short Term) {(In%)
Scheme G Tier |l
Particul
i March 31, 2017 March 31, 2016
Central and state government securities (including treasury bills } 91,752,239 22,733,035
Others - Mutual Fund Units 2,565,000 292,000
Total 94,317,239 23,025,035
Schedule 5: Deposits {(In%)
Particulars ~ Scheme G Tier Il
March 31, 2017 March 31, 2016
Deposits with scheduled banks - -
Total 4 =
Schedule 6: Other current assets {In%)
Particulars Scheme G Tier |l
March 31, 2017 March 31, 2018
Balances with banks in current account 5,067 [:1:1:]
Outstanding and accrued income 1,820,078 429,487
Application money pending allotment - 152,000
Total 1,825,145 582,175
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Schedule 7

Significant accounting policies & notes to accounts for the year ended March 31, 2017

1.1 Background

HDFC Pension Management Company Limited (the Company’) has been appointed as a Pension
Fund Manager (‘PFM’) by the Pension Fund Regulatory and Development Authority ("PFRDA") for
the management of Pension Schemes under the National Pension System (‘NPS'). Accordingly, the
Company has entered into an Investment Management Agreement (IMA’) with NPS Trust. The
Pension Fund Regulatory and Development Authority ("PFRDA" / "Authority”) guidelines require each
PFM to manage subscribers’ funds. As per unbundled architecture of the NPS, the main
responsibility of PFM is to manage funds in accordance with the laid down guidelines and declare
NAV. As per the architecture, the NSDL e-Governance Infrastructure Ltd and Karvy Computershare
Pvt.Ltd being the Central Recordkeeping Agency (CRA) provides consolidated data to PFM for
allotment / redemption of units and Axis Bank, being the Trustee Bank, provides / receives funds on
consolidated basis in respect of such allotment / redemption.

Central Record Keeping Agency (CRA): National Securities Depository Limited (NSDL),Karvy
Computershare Pvt.Ltd and PFRDA have set up Central Recordkeeping Agency (CRA) for the NPS
Some of the key responsibilities of the CRA include the following:

o Record keeping, Administration and Customer service function for NPS subscriber,

e Providing Unique Permanent Retirement Account Number (PRAN) to each subscriber,

e Maintaining database of all PRANs issued and recording transactions relating to each
subscribers PRAN,

o PRAN Transaction Statement,

e An operational interface between PFRDA and other NPS intermediaries such as Pension
Funds, Annuity Service Providers, Trust Bank etc.

CRA is responsible to resolve all queries pertaining to investors. CRA informs about the fund flow to
Pension Fund Managers (PFM) and also instruct Axis Bank to credit PFM's pool account maintained
with them.

PFRDA has appointed the Karvy Computershare Pvt. Ltd as additional CRA in FY 2016-17 for the
NPS, which got operational with effect from 15" February, 2017.
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NPS trust has designated Stock Holding Corporation of India Ltd. (SHCIL) as the custodian, who is
responsible for safe custody of securities and settlements of trades.

The fees payable to CRA, in terms of IMA, is charged to the investor by redeeming the equivalent
number of units on receipt of intimation from CRA. As stated above, the amount of funds received
from the subscribers is intimated by the Trustee Bank on consolidated basis on T+2 basis. PFM
records the same on receipt basis. Accordingly, funds with Trustee Bank at the yearend do not get
reflected in the financial statements.

1.2 Basis of preparation

The financial statements have been prepared to comply with the Pension Fund Regulatory and
Development Authority Act, 2013, PFRDA (Preparation of financial statements and Auditor's report of
Schemes under National Pension System) Guidelines — 2012, Accounting Standards notified under
the Companies Act, 1956 to the extent made applicable by PFRDA (Preparation of financial
statements and Auditor's report of Schemes under National Pension System) Guidelines — 2012 and
generally accepted accounting principles. These financial statements have been prepared on an
accrual basis, except as otherwise stated.

The financials have been prepared for SCHEME G TIER |l being managed by the Company.

The Company manages eight separate schemes under the two tiered structure (Tier | and )
prescribed under the NPS. The schemes are classified as Scheme E, C, G and A based on the asset
class prescribed under the NPS as follows:

Scheme E - Equity market instruments
Scheme C - Credit risk bearing fixed income instruments
Scheme G - Government securities

Scheme A - Alternate Investment funds

1.3 Investments

Transactions for purchase and sale of securities are accounted on trade date.
The holding cost of investments is determined by the weighted average cost method and the cost

includes applicable taxes and stamp charges but exclude brokerage and other transactional charges.

Investments are reconciled with the custodian records on daily basis.
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Valuation of Investments
The scheme marks all investments o market and carries investments in the Balance Sheet at the
market value as on Balance Sheet date / date of determination / date of valuation.

The change in unrealised appreciation/depreciation in the value of investments is determined
separately for each assets category at the year-end and is recognised in the Revenue Account. The
change in net unrealised appreciation, if any, is transferred to /from “Unrealised Appreciation

Reserve" shown as part of Reserves and Surplus.

As per directive received from NPS Trust, the valuation of investments is carried out by Stock Holding
Corporation of India Limited (SHCIL) effective April 1, 2011. The Investment valuation methodology
adopted by SHCIL is as follows:

The following valuation norms are as prescribed by PFRDA (Preparation of Financial Statements and
Auditor's Report of schemes under National Pension System) Guidelines - 2012.

Central Government, State Government securities are valued at the aggregated prices received from
independent valuation agencies CRISIL & ICRA on the particular valuation day.

Treasury bills are valued at the aggregated prices received from independent valuation agencies
CRISIL & ICRA on the particular valuation day.

Mutual fund units are valued based on the net asset value of the preceding day of the valuation date.

1.4 Income Recognition
Interest income on all interest bearing investment is recognised on daily accrual basis; when
investments are purchased, interest paid for the period from the last interest due date upto the date of
purchase is debited to Interest Recoverable Account and not included in cost of purchase. Similarly
interest received at the time of sale for the period from the last interest due date upto the date of sale
credited to Interest Recoverable Account and not included in sale value.

Accretion of discount relating to Treasury bills is recognised over the holding / maturity period on a
straight-line basis.

Profit or loss on sale of Government securities is the difference between the sale consideration net of
expenses and the weighted average amortised cost as on the date of sale.




Profit or loss on sale of mutual fund units is the difference between the sale consideration net of

expenses and the weighted average book cost.

1.5 Non-Performing Assets
An investment is regarded as non-performing, if interest/principal or both amount has not been
received or has remained outstanding for 90 days from the day such incomef/instaliment has fallen

due.

Where income receivable on investments has accrued but has not been received for a period of 90
days beyond the due date, provision is made by debiting to the Revenue Account for the income so

accrued and no further accrual of income shall be made in respect of such investments.

income on non-performing assets (NPA) are recognised on receipt and other incomes of

miscellaneous nature are accounted for when there is certainty of collection.

1.6 Units reconciliation
The subscribers’ units as per Investment management system are’ reconciled with Central
Recordkeeping Agency (CRA) records on daily basis.

1.7 Investment management fees
Investment management fees are recognised on daily accrual basis on closing Asset Under
Management (AUM) in accordance with IMA. The Investment management fee is inclusive of
brokerage but excludes custodian charges and applicable taxes, if any.

The Company has started charging investment management fee of 0.01% per annum (inclusive of
brokerage but excluding custodian charges and applicable taxes), with effect from August 01, 2014,
in terms of the Pension Fund Regulatory and Development Authority’s circular no. PFRDA/&/PFM/9/2
dated July 31, 2014.

1.8 Trustee fees
The Company has started charging Trustee fee of 0.01% per annum, with effect from November 01,
2015 in terms of the National Pension Scheme Trust circular no. 1/20/2015/NPS dated October 19,
2015.
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1.9 Other Expenses
Custody charges are recognised on daily accrual basis in accordance with IMA. Trustee bank
charges, if any, are recognised when they are debited by the trustee bank on a quarterly basis.

2 Unit Premium Reserve

Upon issue and redemption of units, the net premium or discount to the face value of units is adjusted

against the Unit Premium Reserve of the Scheme.
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Notes to accounts
2.1 Gontingent liabllities [{:R4]
Particulars G Tiarll
March 31, 2017 March 31, 2018
Uncalled libilly on partly paid shares NIL N'j
Other commitments MIL HIL
2.2 Invastments
AL its are ing its. All stments of the scheme are in the name of the NPS Trust, All ts are traded 4
2.3 Detalls of transactions with sponsor and its relatad parties
Nature of relationship Nama of the related party
Pansion fund manager HOFC Pensicn Managemsnt Company Limited
Spansor company HOFC Standard Life Insurance Company Limited
Associates and group companies
Holding Company HOFC Limited
Mr. Amitabh Chaudhry Key Management Personnel
Ms. Vibha Padalkar Key Management Persannel
Mr. Sumit Shukla Key Management Perscnnel
Mr. Fagun Pancheli Key Management Personnel
Mr. Magesh Pai Key Management Persannal
Tha ing rep igni it I the G and its related parties for the year ended March 31,2017
(In®)
™ Nature of Transaction Scheme G Tierll
March 31,2017 | Warch 31,2018
Investmant management fees 6,103 1.15ﬂ
Balances with HOFC Pension Managemant Company Limited are as follows:
{ine)
Nature of Transaction Schame G Tier |l
March§,2017 |  March31,2018
Invastment management fees payable 2156 | 463
Aggregate investments made in the Associates and group as at March 31, 2017 are as foliows: {InT)
Scheme G Tier |l 2]
MName of the Company i Asset type March 31, 2017 March 31, 2016
Cost Market Valua Cost Market Value
HDFC Lid NIL MIL MIL NIL
Investment with othar Group Companies
Nature of relationship [__Name of the related party
Associates of Holding Company HDFC Bank Limited
[LLE
Aggregate investments made in the other group companies as &t March 31, 2017 are as follows: (in®)
Scheme G Tler il
Name of the Company Asset type Mareh 3, 2017 March 31, 2016
Cost Market Value Cost Market Value
HDFC Bank Lid NIL MIL NIL HIL
2.4 Provislon
There aré No provi: for ful its, debts and and d Income.

2.5 Aggrepata value of purchase and sale with percentage to averaga assels

Aggregate value of purchase and sale with percentage to average assets as at March 31, 2017 is as follows :

r Particular

| March 31, 2017

Average MNet Asset Value 53,089,410
Purchase of Investmant 262,028,540
% to average Net Assets Value 531.23%
Sale of Investment 209.814,121
% to average Net Assels Value 395.21%

122
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Notes to accounts

Aggregate value of purchase and sale (exchuding %quid mutual fund)® with percentage 1o average assets as gt March 31, 2017 is as follows

{In%)
Schame G Tier Il
Fanioar Warch 31, 2017 March 31, 2018
Average Net Asset Value 53,088,410 10,118,015
Purchase of Investme it 71,335,539 21,256,580
% to average Met Assets Value 134.37% 210.08%
Sale of Investment 1,336,787 1,158,431
% to average Net Assets Value 2.52% 11.45%
1Mmmﬂwwmdsmmﬂbrdaymdaycnsﬁmmamaﬁ, hence exciuded
2.6 Invastments falllng under each major industry group
The total value of investments falling under each major industry group (which constitutas not less than 5% of the total investinents In the major of the Is) are d as under:
: (in T}
Scheme G Ter Il
Industry Classification March 31, 2017 Marsh 31, 2018
% of Industry % of Industry
Market value Classification Market valua Classification
Central Government Securities 88,060,022 91.74% 22,122 567 93.94%
State Development Loans 3j02217 3.86% 610,468 259%
Mutual Funds 2,565,000 2.687% 292,000 1.24%
Net Current Assets 1,664,373 1.73% 525,088 2.23%
Net Asset Valua 95,081,612 100.00% 23,850,124 100.00%
2.7 Age wise for othors apf maoney pendi
(InT)
Scheme G Tier Il |
Becurlty Nam Asset
sl s fasing Narch $1,2017 March 31,2016
Birla Sun Life Cash Plus - Growth - Direct Plan Liquid Mutual Funds \ Less than 7 Days NIL 152,000
2.8 Prior Year Comparatives :
The Flgures of the previous period have been regroup -1 d, bie, to conform current year's prasentation.

2.9 Note on status of litigation matters with PFRDA

In January 2014, a fresh Request for Proposal (RFP} was floated by the PFRDA seeking bids from Sponsors

d s

Life Company Limited (HDFC Life' / the Sp } had

the RFP, While the PFRDA clearad the Sp rs technical and ial bid and the Sp

PFRDA's

of the r's bid and di

Court, The C

| and
was not accepted by the PFRDA on technical grounds of not having profitabiity for a pericd of 3 years. The Sponsor, therefore, filed a Writ Petition
The Hon'bla High Court of Delni by its Order dated May 15, 2014 quashed and set aside the PFRDA's rejection of the Sponsor's bid and directed
even agreed to match the
The Sponsor therefere fled anather Writ Patition before the Hon'ble High Court of Delhi against the rejection. Vide its Orde
ol ‘lhsPFRmhng:aﬂl-DFcIJﬁon'Lnﬂefoprpoleﬂ'hoadasas
Supreme Court of Indla challenging the above zaid Order dated December 18, 2014.The Hon'bla Suprema Court, by fts Order
presently pending hearing. On March 27, 2015, complyling with the High Court order, tha PFROA had issued a 'Letter of Appointment’ in favour of

ial blid. The

outcorme of ihe above procesdings fled before the Hon'ble Suf I has

ponsor.

an opinion from its lawyers,

It may be noted that the PFROA (Pension Fund) Regulations, 2015 were notified In May 2015, |

application for the same, and a response from the PFRDA is awalted. However, vide a letter dated Juns 24, 2016, the PFRDA, while acknowledging our s
as & Pansion Fund until the selection of Pension Funds in terms aof process specified under PFRDA (F

appeal filad against the Order of the High Court of Dalhi.

During the year under review, the PFRDA had issued a fresh Request For Proposal (RFF) for salaction of Pension Funds
bid, On November 29, 2016 the PFRDA Issued a notice that the Commercial Bid would be opened on November 30, 2016 whel
itted by HDFG Pansicn hasalso been accepted by the PFRDA and formal

ial Bid

has been accepted. HDFC Life is also given to d that the C

{ to which T -

2015. This I

Fund) regulath
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for private seclar, p

t to which the

lowest commercial bid, the PFRDA declined to grant the Sp

for selection of pension fund managers afrash to manage the pension funds. In response to the RFFP, HOFC
hnical bid made under RFP was opened I April 2014 and the bld submitted by the Sponsor
befors tha Hon'bla High Court of Delhl, challenglng the sald rejection.
{ha PFRDA to evaluate the bld in accordance with the steps set out in

a “Letter of App

r dated December 18, 2014 the Hon'ble High Court aof Delhi quashed and set aslda the
Subsequently, the PFRDA has filed a Special Leave Patition bafore the Hon'ble
dated March 8, 2015, refused 1o grant the PFRDA any ad-Interim relief and the matter is
the Sponsor, stating inter alia that such appointment Iz subject to the
as per which the Company stands a fairly good chance
of all pension funds was sought by the PFRDA. HDFC Pengion has submitted ils
ubmisslon of Annual Fees, had granted an extension to continue
was subject to the Order of the Supreme Courl of India on the

of succeeding in the matter.

i and © Lol

had

a Techni

of letters of app

rein the name of HDFG Life was included which implies that the Technical Bid of HDFC Life
is awaited.
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3. PORTFOLIO STATEMENT AS ON MARCH 31, 2017 {InT}
Asset Head ScripName Quantity Warket Valuo P;:t"u'm__‘_

Govemment Securities 7.61% GOI Mat 09-May-2030 99,000 10,254 418 10.668%
8.17% GOl MAT 01-Dec-2044 89,700 9,660,600 10.07%

8.13% GOI MAT 22-Jun-2045 72,500 7,826,375 8.15%

7.88%G0I 19March2030 67,400 7,043,300 7.24%

8.30% GOI Mat 31-Dec-2042 55,000 5,992,465 6.24%

8.40% GOI Mat 28-JUL-2024 44 600 4,815,012 5.02%

6.79% GOI Maturity 26-Dec-2029 45,000 4,409,100 4.59%

8.15% GOl Mat 24-Nov-2026 40,700 4,340,655 4.52%

8.28% GOI Mat 15-Feb-2032 37,600 4,045,843 4.22%

B.30% GOl MAT 02-July-2040 36,900 4,003,421 4.17%

9.23% GOI MAT 23-Dec-2043 30,800 3,671,360 3.83%

8.24% GOI MAT 10 Nov 2033 33,800 3,632,148 3.78%

B.83% GOl Mat 12-Dec-2041 30,500 3,484,625 3.63%

8.60% GOI MAT 2JUN2028 31,300 3,429,541 3.57%

7.73% GOI Mat 18-Dec-2034 31,500 3,254,029 3.39%

8.32% GOl Mat 02-Aug-2032 27,900 3,019,983 3.15%

8.33% GOl Mat-07-Jun-2036 20,000 2,180,000 2.27%

9,20% GOl Mat 30-5ep-2030 17,700 2,048,235 2.13%

8.24% GOI MAT 15 Feb 2027 3,600 385,303 0.40%

8.28% GOI Mat 21-Sep-2027 2,000 214,900 0.22%

8.26% GO| Mat 02-Aug-2027 1,100 117,788 0.12%

8.12% GOl Mat 10-Dec-2020 1,100 115,126 0.12%

8.20% GOI Mat 24-Sep-2025 600 63,804 0.07%

7.95% GO Maturity 28-Aug-2032 400 . 41,920 0.04%

vernment Securities Total 820,700 88,060,022 91.74%
State Development Loans 7.96% Maharashtra SDL 29-June-2026 30,000.00 3,073,764.00 3.20%
8.44% Tamil Nadu SDL Mat 26-Nov-2024 6,000.00 628,453.00 0.65%

State Development Loans Total 36,000 3,702,217 3.86%
Mutual Fund Units Birla Sun Life Cash Plus - Growth - Direct Plan 9,818.73 2,565,000 2.67%
Mutual Fund Units Total 9,819 2,566,000 2.67%
Net Current Assets - 1,664,373 1.73%
Grand Total ; 866,619 95,981,812 100.00%
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3.1 KEY STATISTICS FOR THE YEAR ENDED MARCH 31, 2017

Scheme G Tier |l
Srhlo Paticulars March 31, 2017 March 31, 2016
1 NAV per unit (T} !
Open 13,6155 12.6520
High 15.9730 13.5155
-Low 13.5516 12.4358
End 15,1528 13.5155
2 Closing Assets Under Management (T in Lakhs)
End 959.82 235.50
Average daily net assets (AAUM) L 530.89 i01.18
3 Gross income as % of AAuM 1l 7.60% 9.36%
4 Expense ratio
a Total expense as % of AAUM (scheme wise) IV 0.03% 0.03%
b Management fee as % of AAuM (scheme wise) V 0.01% 0.01%
5 Net income as % of AAuM Vi 7.57% 9.26%
6 Portfolio turnover ratio Vil 2.52% 11.45%
74 Total dividend per unit distributed during the period N.A. N.A.
8 Returns: {%)
a Last one year 12.11% 6.83%
Benchmark i 11.80% 7.63%
b Since inception 51.53% 35.16%
Benchmark 47.45% 31.10%
¢ | Compound annualised yield (%) Vill
Last 1 year 12.11% 6.83%
Last 2 year 9.44% 12.96%
Last 3 year 12.68% N.A
Since launch of the scheme 12.01% 11.96%
Launch Date August 01, 2013
1 NAV = (Market value of investment held by scheme + value of current assets - value of current liability and provisions, if any) /
{no. of units at the ion date (bef ion/ redemption of units)
1] Aaul = Average daily net assels
1] Gross income = Total Income as per Revenue Account
I\ Total expenses = Expenses include management fees, custody fees, bank charges but excludes U lised /Realised loss
v Management fee as % of AAuUM is annualised
| Net income = Surplus / Deficit as per Revenue Account
Vil Portfolio turnover = Lower of sales or purchase divided by the average AUM for the period.
Investments in liquid mutual fund is excluded from the turnover as the same is primarily for liquidity management
Vil Gompounded annualised yield is to be calculated based on following formula: = (1+ cumulative return)*n -1 (where n=365/no. of days)
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai — 400 013
Tel.: 022-49665000

Fax.: 022-49669023
Email:mumbai@trchadha.com

INDEPENDENT AUDITORS’ REPORT
To,

The Board of Trustees

National Pension System (NPS) Trust

1st Floor, ICADR Building,

6. Vasant Kunj Institutional Area- Phase II,
New Delhi 110 070

Report on Financial Statements

1. We have audited the accompanying financial statements of NPS Trust Alc HDFC Pension
Fund Scheme A — Tier I under the National Pension System Trust (NPS trust) managed by
HDFC Pension Management Company Ltd. (PFM) which comprise of the Balance Sheet as at
March 31, 2017 and the Revenue Account for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

2. Management of the PFM, in accordance with the Pension Fund Regulatory and
Development Authority (PFRDA) Guidelines and the Investment Management Agreement (IMA)
with the NPS Trust, is responsible for the preparation of these financial statements that give a true
and fair view of the financial position and financial performance of the Scheme in accordance with
the accounting standards specified under Section 133 of the Companies Act, 2013 read with Rule 7
of the Companies (Accounts) Rules, 2014 to the extent made applicable by PFRDA to Scheme.
This responsibility includes the design, implementation and maintenance of internal control
relevant to the preparation and presentation of the financial statements that give a true and fair view
and are free from material misstatement, whether due to fraud or error. These [inancial statements
are also approved by the NPS Trust on the recommendation of the Board of Directors of the PFM.

Auditor’s Responsibility

3, Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

T
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4, An audit involves performing procedures 1o obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures sclected depend on the auditor’s judgement,
including the assessment or the risks of material misstatement of the financial statements, whether
due to fraud or crror. In making those risk assessments, the auditor considers internal control
relevant to the PFM’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances. An audit also includes evaluating
the appropriateness ol accounting policies used and the reasonableness of the accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

3. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

6. Tn our opinion and to the best of our information and according to the explanations given to
us, the financial statements give the information required by PFRDA (Preparation of Financial
Statements and Auditors Report of Schemes under National Pension System) Guidelines 2012 and
give a true and fair view in conformity with the accounting principles generally accepted in India:
a) in the case of the Balance Sheet, of the state of affairs of the Scheme as of March 31, 2017;

b) ‘0 the case of the Revenue Account, of the surplus of the Scheme for the year ended on that
date:
/Gv;.vu’_-_:_'__ * N
Emphasis of Matter 1/ &
(3o 48 )3
13 3 5]
T Without modifying our opinion, we invite attention to Noté&&eﬁf Schédylle 7 in connection

with litigation relating to granting of license to PFM to undertake \ﬁw agement under the
National Pension System by PFRDA. e

Report on Other Legal and Regulatory Requirements

8. As required by the PFRDA (Preparation of Financial Statements and Auditors Report of
Schemes under National Pension System) Guidelines 2012, as amended, we report that:

a) We have obtained all information and explanations which to the best our knowledge and
belief were necessary for the purpose of the audit.

b) The Balance Sheet and Revenue account of the Scheme are in agreement with the books of
account of the Scheme.

c) In our opinion, proper books of account of the Scheme, as required by the PFRDA have

been maintained by the PFM so far as appears from our examination of those books.
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d) All transactions expenses in excess of the limits contractually agreed to / approved by the

Authority are borne by the Pension Fund (if any) and are not charged to the NAV of the
Scheme.

e) In our opinion the Balance Sheet and Revenue Account of the Scheme dealt with by this
report comply with the Accounting Standards specified under Section 133 of the Companies
Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 to the extent made

applicable by PFRDA.
9. We further certify that
a) Investments have been valued in accordance with the guidelines issued by the Authority.
b) Transaction and claims/fee raised by different entities are in accordance with the prescribed

fee. The CRA charges have been charged based on communication received from CRA.

For T R Chadha & Co LLP
Chartered Accountants
Firm Registration No 006711N/N500028

(\/Wt oA Vwwaor-

Vikas Kumar

Partner 3?"
Membership No 75363
Place: Mumbai

Date: 1377
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME ATIER |

BALANCE SHEET AS AT MARCH 31, 2017 {In%)
hTeceal Scheme A Tier |
Particulars March 31, 2017 March 31, 2016 *
Liabilities
Unit Capital 1 2,325,120 -
Reserves & Surplus 2 66,347 -
Current Liabilities and Provisions 3 2,555 -
Total 2,394,022 -
Assets
Investments 4 2,390,837 -
Deposits 5 - ' -
Other Current Assets ] 3,185 -
Total 2,394,022 -
(a) Met asset as per Balance Sheet (Schedule 4+5+6 -3) 2,391 467 -
(b} Number of units outstanding 232,512 -
() NAV per unit (a)/(b) () 10.2853 -
Significant accounting policles and notes to accounts 7

* The Scheme launched on October 10, 2016, hence previous year figures are not available.
The notes referred to above form an integral part of the financial statements.
This is the Balance Sheet referred to in our report of even date.

For TR Chadha & Co LLP (FRN 006711N/N500028) For and on behalf of Board of Directors of HDFC Pension Management
_ Company Limited
Chartered Accountants /,/ )

; \ MP -

4 v >
Vikas Kumar Amitabh Chaudhry Vibha Padalka
Partner ({Director) (Director)
Membership No.75363

3 Sumlt Shukla ' FagE.m Pancholi Nagesh Pal
{ A (Ch“el‘ Executive Officer) (Chiéf Financial Officer) {Company Secretary)

Place : Mumbai

Date : 13-77-37

= Mumbai
6 : ~gpril §4, 2017

For and on Behalf of NPS Trust (

A A

Shailesh V.Haribhakti

Kamal Chaudhry

{Chairman, NPS Trust Board) /ﬁ“ & )9_] \3’,% (Chief Executive Officer)
Place : ( :‘- :u Isja
bate ;13 L 2077 ( N

_“:
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER |

REVENUE ACCOUNT FOR THE YEAR ENDED MARCH 31, 2017 {InT)
e Scheme A Tier |
Aoy March 31, 2017 March 31, 2018
Income
Unrealised gain on appreciation in investments 15,437
Total Income (A) 16,437 -
Expenses & Losses
Management faes {including service tax) 28 -
NPS Trust fees 24 i
CRA fees 5,256 <
Less : Amount recoverable on sale of units on account of CRA Charges {5.256) -
Total Expenditure (B) 62 .
Surplus/(Deficit) for the year (A-B = C) 15,386 -
Less: Amount Ted to Unrealised appreciation account [ | (15,437)] -
Less: Amount transferred to General Reserve | [ 52| -
Amount carried forward to Balance Sheet d = 5
Significant accounting policies and notes to accounts 7

The notes refamed to above form an integral part of the financial statements.
This is the Revenus Account referred to in our report of even date.

For T R Chadha & Co LLP {FRN 006711N/N500028) For and on behalf of Board of Directors of HDFC Penslon Management
- Company Limited
Chartered Accountants /oAl
R Y S~ / \) AL '
VeV b ird TR A
Vikas Kumar 1{ LM A Amitabh Chaudhry — 7 Vibha Padalkar
Partner {Director) (Director) r
Mem ip No.75363
. 7 N Q- /
Fagun Panchoeli Nagesh Pal
cChEe‘f Financial Officer) {Company Secretary)
Place : Mumbai
pate : Y&,- |7 \ April 24, 2017
For and on Behalf of NPS Trust
j . / \
Shailesh V.Haribhalktl ) Kamal Chaudhry

(Chairman, NPS Trust Board)

13JULZU"/”

{Chief Executive Officer)

Place : o510

@ J,.a-‘.\gb }
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NATIONAL PENSION SYSTEM TRUST
NP$ TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER |

Schedules forming part of the financial statements

Schedule 1: Unit capital (In3)
o 'Scheme A Tier |
Particulars March 31, 2017 March 31, 2016
Initial capital
Unit capital
Quistanding at the beginning of the year - -
Add :Units issued during the year 2,344,385 -
Less: Units redeemed during the year {19,265) -
Qutstanding at the end of the year 2,325,120 -
{Face Value of Rs.10/- each unit, fully paid up)
Qutstanding units at the beginning of the year - -
Add :Units issued during the year 234,439 -
Less: Units redeemed during the year {1,927) -
Outstanding Units at the end of the year 232,512 -
Schedule 2: Reserves and surplus {inT)
Scheme A Tier |
Particulars
March 31, 2017 March 31, 2018
Unit premium reserve
Opening balance - 2
Add: Premium on Unils issued 51,427 -
Less: Premium on Units red d {465) -
Closing balance 50,862 .
General Reserve
Opening balance = ¢
Add/(Less): Transfer from Revenue Account (52) -
Closing balance (52) &
Unrealised Appreciation Reserve
QOpening balance - -
Add/{Less}): Transfer from Revenue Account 15,437 -
Closing balance 15,437 -
Total 66,347 -
Schedule 3: Current liabilities and provisions {nT)
Particulars Scheme A Tier
March 31, 2017 March 31, 2016
Current liabilities
Sundry creditors for expenses 46 =
Redemption Payable 2,507 -
TDS Payable 2 =
Provisions - -
Total
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER |

Schedules forming part of the financial statements

Schedule 4: Investments (Long Term and Short Term) (In%)
Eartictlars Scheme A Tier |
March 31, 2017 March 31, 2018
Others - Mutual Fund Units 2,390,837 -
Total 2,390,837 -
Schedule 5: Deposlts [(LE4]
B Scheme A Tier |
March 31, 2017 March 31, 2018
Deposits with scheduled banks - -
Total - i
Schedule 6: Other current assets {(In%)
Diiculare : Scheme A Tler |
March 31, 2017 March 31, 2018
Balances with banks in cument account 3,185 -
Total 3,185 -
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER |

Schedule 7

Significant accounting policies & notes to accounts for the year ended March 31, 2017

1.1 Background

HDFC Pension Management Company Limited (‘the Company’) has been appointed as a Pension
Fund Manager (‘PFM’) by the Pension Fund Regulatory and Development Authority ("PFRDA") for
the management of Pension Schemes under the National Pension System (‘NPS'). Accordingly, the
Company has entered into an Investment Management Agreement ('IMA’) with NPS Trust. The
Pension Fund Regulatory and Development Authority ("PFRDA" / "Authority") guidelines require each
PFM to manage subscribers’ funds. As per unbundled architecture of the NPS, the main
responsibility of PFM is to manage funds in accordance with the laid down guidelines and declare
NAV. As per the architecture, the NSDL e-Governance infrastructure Ltd and Karvy Computershare
Pvt.Ltd being the Central Recordkeeping Agency (CRA) provides consolidated data to PFM for
allotment / redemption of units and Axis Bank, being the Trustee Bank, provides / receives funds on
consolidated basis in respect of such allotment / redemption.

Central Record Keeping Agency (CRA): National Securities Depository Limited (NSDL),Karvy
Computershare Pvt. Ltd and PFRDA have set up Central Recordkeeping Agency (CRA) for the NPS
Some of the key responsibilities of the CRA include the following:

o Record keeping, Administration and Customer service function for NPS subscriber,

e Providing Unique Permanent Retirement Account Number (PRAN) to each subscriber,

o Maintaining database of all PRANs issued and recording transactioné relating to each
subscribers PRAN,

o PRAN Transaction Statement,

e An operational interface between PFRDA and other NPS intermediaries such as Pension
Funds, Annuity Service Providers, Trust Bank etc.

CRA is responsible to resolve all queries pertaining to investors. CRA informs about the fund flow to
Pension Fund Managers (PFM) and also instruct Axis Bank to credit PFM's pool account maintained
with them.

PFRDA has appointed the Karvy Computershare Pvt. Ltd as additional CRA in FY 2016-17 for the
NPS, which got operational with effect from 15" February, 2017.
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NPS trust has designated Stock Holding Corporation of India Ltd. (SHCIL) as the custodian, who is

responsible for safe custody of securities and settlements of trades.

The fees payable to CRA, in terms of IMA, is charged to the investor by redeeming the equivalent
number of units on receipt of intimation from CRA. As stated above, the amount of funds received
from the subscribers is intimated by the Trustee Bank on consolidated basis on T+2 basis. PFM
records the same on receipt basis. Accordingly, funds with Trustee Bank at the yearend do not get

reflected in the financial statements.

1.2 Basis of preparation

The financial statements have been prepared to comply with the Pension Fund Regulatory and
Development Authority Act, 2013, PFRDA (Preparation of financial statements and Auditor's report of
Schemes under National Pension System) Guidelines — 2012, Accounting Standards notified under
the Companies Act, 1956 to the extent made applicable by PFRDA (Preparation of financial
statements and Auditor’s report of Schemes under National Pension System) Guidelines — 2012 and
generally accepted accounting principles. These financial statements have been prepared on an
accrual basis, except as otherwise stated.

The financials have been prepared for SCHEME A TIER | being managed by the Company.

The Company manages eight separate schemes under the two tiered structure (Tier | and I)
prescribed under the NPS. The schemes are classified as Scheme E, C, G and A based on the asset
class prescribed under the NPS as follows:

Scheme E - Equity market instruments
Scheme C - Credit risk bearing fixed income instruments
Scheme G - Government securities

Scheme A - Alternate Investment funds

1.3 Investments

Transactions for purchase and sale of securities are accounted on trade date.
The holding cost of investments is determined by the weighted average cost method and the cost

includes applicable taxes and stamp charges but exclude brokerage and other transactional charges.

Investments are reconciled with the custodian records on daily basis.
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Valuation of Investments
The scheme marks all investments to market and carries investments in the Balance Sheet at the

market value as on Balance Sheet date / date of determination / date of valuation.

The change in unrealised appreciation/depreciation in the value of investments is determined
separately for each assets category at the year-end and is recognised in the Revenue Account. The
change in net unrealised appreciation, if any, is transferred to /from “Unrealised Appreciation
Reserve" shown as part of Reserves and Surplus.

As per directive received from NPS Trust, the valuation of investments is carried out by Stock Holding
Corporation of India Limited (SHCIL) effective April 1, 2011. The Investment valuation methodology
adopted by SHCIL is as follows:

The following valuation norms are as prescribed by PFRDA (Preparation of Financial Statements and
Auditor’s Report of schemes under National Pension System) Guidelines - 2012.

Mutual fund units are valued based on the net asset value of the preceding day of the valuation date.

1.4 Income Recognition
Profit or loss on sale of mutual fund units is the difference between the sale consideration net of
expenses and the weighted average book cost.

1.5 Non-Performing Assets
An investment is regarded as non-performing, if interest/principal or both amount has not been
received or has remained outstanding for 90 days from the day such income/installment has fallen
due.

Where income receivable on investments has accrued but has not been received for a period of 90
davs beyond the due date, provision is made by debiting to the Revenue Account for the income so
accrued and no further accrual of income shall be made in respect of such investments.

Income on non-performing assets (NPA) is recognised on receipt and other incomes of miscellaneous
nature are accounted for when there is certainty of collection.
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1.6 Units reconciliation
The subscribers' units as per Investment management system are reconciled with Central

Recordkeeping Agency (CRA) records on daily basis.

1.7 Investment management fees
Investment management fees are recognised on daily accrual basis on closing Asset Under
Management (AUM) in accordance with IMA. The Investment management fee is inclusive of

brokerage but excludes custodian charges and applicable taxes, if any.

The Company has started charging investment management fee of 0.01% per annum (inclusive of
brokerage but excluding custodian charges and applicable taxes), with effect from August 01, 2014,
in terms of the Pension Fund Regulatory and Development Authority’s circular no. PFRDAJG/PFM/9/2
dated July 31, 2014.

1.8 Trustee fees
The Company has started charging Trustee fee of 0.01% per annum, with effect from November 01,
2015 in terms of the National Pension Scheme Trust circular no. 1/20/2015/NPS dated October 19,
2015.

1.9 Other Expenses
Custody charges are recognised on daily acerual basis in accordance with IMA. Trustee bank
charges, if any, are recognised when they are debited by the trustee bank on a quarterly basis.

2 Unit Premium Reserve

Upon issue and redemption of units, the net premium or discount to the face value of units is adjusted

against the Unit Premium Reserve of the Scheme.
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME ATIER 1

Notes to accounts
2.1 Contingant liahilitias - {InT}
“Particulars ATierl
March 31, 2017 March 34, 2016
Uncalied liability on partly paid shares MIL NIL
Othar commitmants NIL HIL
2.2 investmants
Al ts are i All i of the scheme are In the name of the NPS Trust, All are traded |
2.3 Details of transactions with spenser and its related parties
Nature of Name of the related party
Pansion fund manager HODFC Pensi o Comyg Limited
Sponsor company HDFC Standard Life Insurance Company Limited
and groug F
Holding Company HOFC Limited
Mr. Amidabh Chaudhry Key Management Personnal
Ms. Vibha Padalkar Key Management Personnel
Mr. Sumil Shukla Key Managament Personnel
Mr. Fagun Pancholl Kay Management Personnal
L Mr. Nagesh Pai Key Management Personnel
The i i i the C and s retated partles for the year ended March 31, 2017
(In ¥}
Nature of Transaction Scheme A Tier |
March 34, 2017 March 31, 2016
Invesimant management fees 28 .
Balances with HOFC Pensi il Company Limited are as follows:
(InT)
Nature of Transaction Schemo A Tier |
March 31, 2017 March 31, 2016
Investmant mansgement fees payable 26 i
\ggreg made in the iates and group panies as at March 31, 2017 are as follows:
{In T}
A Tier |
Name of the C March 31, 2017 March 31, 2016
ompany Asset fype ' +
Cost Market Value Cost Market Valua
NIL HNIL MIL NIL
Investmant with other Group Companles
Nature of ralationship Mame of the relatad party |
Associates of Holding Company HOFG Bank Limited
Aggregate investments made in the other group companies as at March 31, 2017 are as follows:
’ In ¥
. Scheme A Tier |
e of the Com March 31, 2017 Marc! 016
Nami ﬂn. pany ttype i 2 h 31, 21
Cost | Market Value Gost | Market Valus
NIL MIL HNIL ! HIL
2.4 Provision
Thera are No provi: for its, debts and ing and accrued income.
2.5 Aggregate value of p and sale with | to aggets
‘Aggregate value of purchase and sale with parcenlage 1o average assels as al March 31, 2017 Is as follows :
(in®)
—
Particular Scheme A Tler |
March 31, 2017 March 34, 2016
Average Wet Assel Value s 513,458 -
Purchase of Investment 2,375 400 -
% to average Net Assels Value 4682.83% i
Sale of Investmant - =
|__ % to average Nel Assels Valus = -
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER1

Motes (o accounts

Aggregate value of purchase and sals (sxcluding quid mutual fund)* with percentage to average assels as at March 31, 2017 Is as follows ©

{In®)
ATier |
Paricular March 31, 2097 March 31, 2018
Average Met Asset Value 513,456 NIL
Purchase of Investment NIL NIL
% o average Net Assets Value NIL NIL
Sale of Invesiment MIL ML
% to a e Net Assets Valug NIL NIL
" *Liquid mutual fund Investments are heid for day to day cash management, hence excluded
2.6 Investmants falling under each major industry group
The total value of investments faling under each major industry group (which constilulas not iess than 5% of the tolal investments in the major ificat) ials) are d as under:
(In ¥}
N Scheme A Tler |
March 31, 2017 March 34, 2016
Industry Classification % of Industry % of Industry
Market value Classification Market value Classificat]
Mutual Funds 2,390,837 99.97% . -
Met Curment Assels 630 0.03% 5 -
Net Asset Value 2,391 467 100.00% - =
2.7 Age wise di for Sk othars monay !
{n%)
Scheme A Tler |
Sacurity Name Asset Type Ageing Warch 31, 2017 March 31, 2016
NIL NIL NIL NIL
2.8 Prior Year Comparatives :
The Figures of the pravious period have been regrouped / pp fo cument year's presentation.
2.9 Note on status of liigation matters with PFRDA
In January 2014, a fresh Request for Proposal {RFP') was fioated by the PFRDA seeking bids from Sponsors for jon of pension fund 5 afresh to manage the pension funds. In
rasponse to the RFP, HDFC Standard Life Insurance any Limited ('HDFC Life' / 'the Sponsor’) had submitted its technical and bid. The | bid made under RFP was opened
pon.

in April 2014 and the bid submitted by the Sponsor was not accepted by the PFFRDA
j The Hon'

Palition before the Hon'ble High Court of Delhl,
Sponsor's bid and directed the PFRDA to

the said
the bid in

sven agreed to match the lowest commercial bid, the PFRDA declined to grant the Sponsor a ‘Letter of Appai
of Dethi against the rejection. Vide its Order dated December 18, 2014 the Hon'ble High Court of Dalhi quashed and set aside the PFRDA's

', The

P

of the Sy

1 the PFR]

on technical grounds of not having profitability for a period of 3 years, The Sponsor, therafore, filed a Writ
ble High Court of Delhi by its Order dated May 15, 2014 quashed and set aside the PFRDA's rejection of the
with the steps set out in the RFP. While the PFRDA clearad the Sponsor's technical and commercial bid and the Sponsor
filed another Writ Petition befora the Hon'ble High Court
s bid and

DA to

grant HDFC Life a ‘Letter of Appointment' to act as a Sponsor. Subsequently, the PFRDA has filed a Special Leave Pefition before the Hon'ble Supreme Court of India challenging the above said
Order dated December 18, 2014.The Hon'ble Supreme Court, by its Order dated March 9, 2015, refused to grant the PFRDA any ad-interim relief and the matter is presently pending hearing. On

March 27, 2015, complying with the High Court order, the PFRDA had issued a 'Letter of Appointment' in favour of tha

the above proceedings filed before the Hen'ble Supreme Court. The Comg has
matter.

It may be noted that the PFRDA (Pension Fund) Regulations, 2015 were ntified in May 2015, pursuant to which re-registration of all
submitted its application for the same, and a response from the PFRDA is awaited. However, vide a letier dated June 24, 2018, the PFRDA, whils
granted an extension to continue as a Pension Fund until the selection of Penslon Funds in terms of process specified under PFRDA (Pension

an

pinion from its lawy

to the Ordar of the Supreme Court of India on the appeal filed against the Order of the High Court of Delhi.

During the year unuer review, the PFRDA had issued a frash Request For Proposal {‘RFP') for selection of Pension Funds for priv
29, 2016 the PFRDA Issued a notice that the Commercial Bid would be op
which implies that the Technical Bid of HDFC Life has been accepted. HDFC Life is also given to

Technical and Ci ial bid, On

PFRDA and formal issuance of letters of appointment is awaited.

on 30, 2018 wt

our

d that the C
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Fund) regulations, 2015. This extension was subject
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NP5 TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER |

3. PORTFOLIO STATEMENT AS ON MARCH 31, 2017

(In®)
Asset Head Scrip Name Quantity Market Valuo Yot

Alternative Investment Funds (AIF) NIL NiL NIL

Iterna unds (Al otal NIL NIL NIL
Mutual Fund Uniits Bida Sun Life Cash Plus - Growth - Direct Plan 9,152 2,390,837 99.97%
W und Total 9,152 2,390,837 ns’rgJ
N Avs - 630 0.03%
{Grand Total 9,152 2,391,467 100.00%




NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER |

3.1 KEY STATISTICS FOR THE YEAR ENDED MARCH 31, 2017

Scheme A Tler |
arlio particuins sl March 31, 2017 March 31, 2016
A NAV per unit (T} |
Open 10.0000 N.A
High 10.2853 N.A
Low 10.0000 N.A
End 10.2853 NA
2 Closing Assets Under Management (T in Lakhs}
End 239 N.A
Average daily net assets (AAUM) Il 513 N.A
3 Gross income as % of AAUM 111 3.01% NA
4 Expense ratio .
a Total expense as % of AAUM (scheme wise) IV 0.01% N.A
b Management fee as % of AAuM (scheme wise) V 0.01% A
] Net income as % of AAUM VI 3.00% NA
6 Poartfolio turnover ratio Vil & N.A
T Total dividend per unit distributed during the period NA N.A
2] Returns: (%)
a | Lastone year N.A. NA
Benchmark VIII N.A, N.A
b Since inception 2.85% NA
Benchmark VIlI N.A. N.A
c Compound annualised yield (%) X
Last 1 year N.A, NA
Last 2 year NA. NA
Last 3 year N.A. N.A
Since launch of the scheme 6.15% N.A
Launch Date October 10, 20168
1 NAV = (Market value of ir 1 held by scheme + value of current assets - value of current liability and provisions, if any) /

(no. of units at the valuation date {befare creation/ redemption of units)
1 AAUM = Average daily net assels

1 Grass income = Total Incoma as per Revenue Account

v Total expenses = Exp includa q \t foes, custody fees, trustee bank charges but excludes Unrealised /Realised loss
v Management fee as % of AAUM is annualised

il Met income = Surplus / Deficit as per Revenue Account

il Portfolio turnaver = Lower of sales or purchase divided by the average AUM for the period.

Investments in liquid mutual fund is excluded from the turnaver as the same is primarily for liquidity management

As per fund objective of Scheme A, the fund is mandated to Invest in Commercial/Residential mortgage based securitias, Units issued by REITs, Altemative
vl Investrmant Funds, Units issuad by InviTs, Asset backed securities, etc. for that there is no comparable market banchmarks s available and henca
benchmark returns are not disclosed for this fund.

X Compounded annualised yield is to be calculated based on fallowing formula: = {1+ cumulative retum)™n -1 {whare n=365/no. of days)
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai — 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

INDEPENDENT AUDITORS’ REPORT
To,

The Board of Trustees

National Pension System (NPS) Trust

1st Floor, ICADR Building,

6, Vasant Kunj Institutional Areca- Phase II,
New Delhi 110 070

Report on Financial Statements

1. We have audited the accompanying financial statements of NPS Trust A/e HDFC Pension
Fund Scheme A — Tier IT under the National Pension System Trust (NPS trust) managed by
HDFC Pension Management Company Ltd. (PFM) which comprise of the Balance Sheet as at
March 31, 2017 and the Revenue Account for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

2. Management of the PFM, in accordance with the Pension Fund Regulatory and
Development Authority (PFRDA) Guidelines and the Investment Management Agreement (IMA)
with the NPS Trust, is responsible for the preparation of these financial statements that give a true
and fair view of the financial position and financial performance of the Scheme in accordance with
the accounting standards specified under Section 133 of the Companies Act, 2013 read with Rule 7
of the Companies (Accounts) Rules, 2014 to the extent made applicable by PFRDA to Scheme.
This responsibility includes the design, implementation and maintenance of internal control
relevant to the preparation and presentation of the financial statements that give a truc and fair view
and are {ree from material misstatement, whether due to fraud or error. These financial statements
are also approved by the NPS Trust on the recommendation of the Board of Directors of the PFM.

Auditor’s Responsibility
3 Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute of

Chartered Accountants of India. Those Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free from material misstatement.
=
m

T R Chadha & Co., a partnership firm converted into T R Chadha & Co LLP I".‘“-'I':f"‘.
(A limited Hability partnership with LLP Identification No. AAF-3926) with effect from 28th DecemL‘e\:r, ?O 15)
R
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T R Chadha & Co LLP

Chartered Accountants
502, Marathon Icon,

Off. Ganpatrao Kadam Marg
Opp. Peninsula Corporate Park
Lower Parel, Mumbai - 400 013
Tel.: 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

4. An audit involves performing procedures o obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures sclected depend on the auditor’s judgement,
including the assessment or the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the PFM’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of the accounting estimates
made by management, as well as evaluating the overall presentation of the financial stalements.

3 We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis [or our audit opinion.

Opinion

6. In our opinion and to the best of our information and according to the explanations given to
us, the financial statements give the information required by PFRDA (Preparation of Financial
Statements and Auditors Report of Schemes under National Pension System) Guidelines 2012 and
give a true and fair view in conformity with the accounting principles generally accepted in India:
a) in the case of the Balance Sheet, of the state of affairs of the Scheme as of March 31, 2017;
b) in the case of the Revenue Account, of the surplus of the Scheme for the year ended on that
date:

Emphasis of Matter .

MBAl ) |
‘; Ql_]gdﬁi‘ /7 in connection
oA ‘At gement under the

e Without modifying our opinion, we invite attention to Note -
with litigation relating to granting of license to PFM to undertake pen
National Pension System by PFRDA.

Report on Other Legal and Regulatory Requirements

8. As required by the PFRDA (Preparation of Financial Statements and Auditors Report of
Schemes under National Pension System) Guidelines 2012, as amended, we report that:

a) We have obtained all information and explanations which to the best our knowledge and
belief were necessary for the purpose of the audit.

b) The Balance Sheet and Revenue account of the Scheme are in agreement with the books of
account of the Scheme.

c) In our opinion, proper books of account of the Scheme, as required by the PFRDA have

T R Chadha & Co., a parmership firm converted into T R Chadha & Co LLP (,,
{A limited liability partnership with LLP Identification No. AAF-3926) with cffect from 28th December, 20; 5

Corporate Office : B-30, Connaught Place, Kuthiala Building, New Delhi - 110001
Phone : 43259900, Fax : 43259930, E-mail : delhi@trchadha.com \
Regd. Office : Suite No. 11A, 2™ Floor, Gobind Mansion, H-Block, Connaught Circus, New Delhi - 110001 N

Phone : 011 41513059 / 41513169
Branches at: % AHMEDABAD %* BENGALURU %* CHENNAI % GURGAON %* HYDERABAD ** PUNE
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Chartered Accountants
502, Marathon Icon,
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Opp. Peninsula Corporate Park
Lower Parel, Mumbai - 400 013
Tel.; 022-49669000

Fax.: 022-49669023
Email:mumbai@trchadha.com

d) All transactions expenses in excess of the limits contractually agreed to / approved by the
Authority are borne by the Pension Fund (if any) and are not charged to the NAV of the
Scheme.

e) In our opinion the Balance Sheet and Revenue Account of the Scheme dealt with by this

report comply with the Accounting Standards specified under Section 133 of the Companies
Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 to the extent made
applicable by PFRDA.

9. We further certify that
a) Investments have been valued in accordance with the guidelines issued by the Authority.
b) Transaction and claims/fee raised by different entities are in accordance with the prescribed

fee. The CRA charges have been charged based on communication received from CRA.

For T R Chadha & Co LLLP
Chartered Accountants
Firm Registration No 006711N/N500028

N\ wan  Uwwmer
Vikas Kumar

Partner A<
Membership No 75363
Place: Mumbai

Date: {3 7°V7

T R Chadha & Co., a partnership (irm converted into T R Chadha & Co LLP
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NATIONAL PENSION SYSTEM TRUST

NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER Il

BALANCE SHEET AS AT MARCH 31, 2017 (In%)
Scheme A Tier Il
Particu Schedule
i jors ; March 31, 2017 March 31, 2016 *

Llabilities

Unit Capital 1 143,533 -

Reserves & Surplus 2 2,910 -

Current Liabilities and Provisions 3 4,170 -

Total 160,613 -
Assets

Investments 4 145,181 -

Deposits 5 - -

Other Current Assets 6 5,432 -

Total 160,613 -
(a) Net asset as per Balance Sheet (Schedule 4+5+6 -3) 146,443 -
{b) Mumber of units outstanding 14,353 -
(c) NAV per unit (a)/(b) () 10.2027 -

Significant accounting pelicies and notes to accounts 7

* The Scheme launched on October 10, 2016, hence previous year figures are not available.
The notes referred to above form an integral part of the financial statements.
This is the Balance Sheet referred to in our report of even date.

For T R Chadha & Co LLP (FRN 006711N/N500028)

Company Limited
Chartered Accountants
/"
(\/ o ‘\/( As ===
Vikas Kumar Amitabh Chaudhry
Partner ! / (Director)

Membership No.75363

Mumbai
April 24, 2017

Place : Mumbai

oo 1377

For and on behalf of Board of Directors of HOFC Pension Management

ﬁ\mq\,w

\fibha Padalks
(Director)

0. \j\@‘@”

Fag';lm Pancholi Nagesh Pai

(Chkiat Financial Officer) {Company Secretary)

) ¥

For and on Behalf of NPS Trust

NARS —Re

SN
Shailesh V.Haribhaktl Los bci‘?f. QAR Kamal Chaudhry
(Chairman, NPS Trust Board) ( s b w% wl {Chief Executive Officer)
b= 0 —
Place : “’% 'q,( e 5 rﬁ
A i

Date : sy e 8 n
ey NL
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NATIONAL PEMSION SYSTEM TRUST

MPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER Il

REVENUE ACCOUNT FOR THE YEAR ENDED MARCH 31, 2017 {In%)
Partl SRR Scheme A Tier Il
i March 31, 2017 March 31, 2018
Income
Unrealised gain on appreciation in investments 1,181
Total Income (A) 1,181 -
Expenses & Losses
Management fees (including service lax) 2
NPS Trust fees 2
CRA fees 103 -
Less : Amount recoverable on sale of units on account of CRA Charges (103) -
Total Expenditure (B) 4 =
Surplusi{Deficit) for the year (A-B = C) 1477 -
Less: Amaunt fransferred to Unrealised appreciation account | | (1.181)] -
Lass: Amount red to General Reserve 1 I 4 E N
Amount carried forward to B Sheet - -
J[ Slgnificant accounting policles and notes to accounts 7
The notes referred to above form an integral part of the financial statements.
This is the Revenue Account referred to in our report of aven date.
For TR Ch:.dha & Co LLP {FRN 006711MN/N500028) For and on behalf of Board of Directors of HDFC P Manag t
_— Company Limited
Chartered Accountants 1 -
/ e 1// )
/ " A A
‘e W T %
Vikas Kumar Amitabh Chaudhry ibha Padalkar,
Pam:;A/ {Director) (Director)
Mem ip No.75363
(N ERN,
! 2 Wmlee )
| s ]5. A~ “J
| Fagun Pancholl Magesh Pal
i 1
_{Chief Financial Officer) {Company Secratary)
Place : Mumbai
pate : Y3 : 7))
For and on Behalf of NPS Trust

Aol

Shailesh V.Haribhalti
{Chalrman, NPS Trust Board)

Place :

Date :

13 JUL 2017

Kamal Chaudhry
{Chief Executive Officer)
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER Il

. Schedules forming part of the financial statements

Schedule 1: Unit capital {in%)
B e Sch A Tier Il
articulars March 31, 2017 March 31, 2016
Initial capital
Unit capital
Outstanding at the beginning of the year = &
Add :Units issued during the year 149,404 -
Less: Units redeamed during the year (5,871) -
Qutstanding at the end of the year 143,533 -
(Face Value of Rs.10/- each unit. fully paid up)
Outstanding units at the beginning of the year - -
Add :Units issued during the year 14,940 -
Less: Units redeemed during the year (587) -
Qutstandin~ Units at the end of the year 14,353 -
Scheduls 2: Reserves and surplus (In%)
Schome A Tier I
Parti
pulers March 31, 2017 March 31, 2016
Unit premium reserve
Opening balance - =
Add: Premium on Units issued 1,841 _
Less: P on Units d (108) -
Closing balance 1,733 -
General Reserve
Opening balance = -
Add/(Less): Transfer from/{to} Revenue Account 4) o
Closing balance 4) =
Unrealised Appreciation Reserve
Opening balance 5 %
Addi({Less): Transfer from/(to) Revenue Account 1,181 -
Closing balance 1,181 -
Total 2,810 -
Schedule 3: Current liabilities and provisions {In%)
Particulars Scheme A Tler I
March 31, 2017 March 31, 2016
Current liabilities
Sundry creditors for expenses 4 i
Redemption Payable 4,166 -
Provisions = b
Total 4,170 5
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NATIONAL PENSION SYSTEM TRUST
NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER Il

Schedules forming part of the financial statements

Schedule 4: Investments (Long Term and Short Term) (InX)
Particul Scheme A Tler Il
e March 31, 2017 March 31, 2018
Others - Mutual Fund Units 145,181 -
Total 145,181 -
Schedule 5: Deposits {In%)
Prriciics . . Schl.ime ATierll
I March 31, 2017 March 31, 2018
Deposits with scheduled banks - -
Total = *
Schedule 6: Other current assets (InR)
Particulars Scheme A Tier Il
March 31, 2017 March 31, 2016
Balances with banks in current account 5,432 -
Total 5,432 -

149




NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER I
Schedule 7

Significant accounting policies & notes to accounts for the year ended March 31, 2017

1.1 Background

HDFC Pension Management Company Limited (‘the Company’) has been appointed as a Pension
Fund Manager (‘PFM’) by the Pension Fund Regulatory and Development Authority ("PFRDA") for
the management of Pension Schemes under the National Pension System (‘NPS’). Accordingly, the
Company has entered into an Investment Management Agreement (IMA’) with NPS Trust. The
Pension Fund Regulatory and Development Authority ("PFRDA" / "Authority") guidelines require each
PFM to manage subscribers’ funds. As per unbundled architecture of the NPS, the main responsibility
of PFM is to manage funds in accordance with the laid down guidelines and declare NAV. As per the
architecture, the NSDL e-Governance Infrastructure Ltd and Karvy Computershare Pvt. Ltd being the
Central Recordkeeping Agency (CRA) provides consolidated data to PFM for allotment / redemption
of units and Axis Bank, being the Trustee Bank, provides / receives funds on consolidated basis in
respect of such allotment / redemption.

Central Record Keeping Agency (CRA): National Securities Depository Limited (NSDL), Karvy
Computershare Pvt. Ltd and PFRDA have set up Central Recordkeeping Agency (CRA) for the NPS
Some of the key responsibilities of the CRA include the following:

e Record keeping, Administration and Customer service function for NPS subscriber,

e Providing Unique Permanent Retirement Account Number (PRAN) to each subscriber,

° Maintaining database of all PRANs issued and recording fransactions relating to each
subscribers PRAN,

¢ PRAN Transaction Statement,

° An operational interface between PFRDA and other NPS intermediaries such as Pension
Funds, Annuity Service Providers, Trust Bank etc.

CRA is responsible to resolve all queries pertaining to investors. CRA informs about the fund flow to
Pension Fund Managers (PFM) and also instruct Axis Bank to credit PEM's pool account maintained
with them.

PFRDA has appointed the Karvy Computershare Pvt. Ltd as additional CRA in EY 2016-17 for the
NPS, which got operational with effect from 15t February, 2017,
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NPS trust has designated Stock Holding Corporation of India Ltd. (SHCIL) as the custodian, who is
responsible for safe custody of securities and settlements of trades.

The fees payable to CRA, in terms of IMA, is charged to the investor by redeeming the equivalent
number of units on receipt of intimation from CRA. As stated above, the amount of funds received
from the subscribers is intimated by the Trustee Bank on consolidated basis on T+2 basis. PFM
records the same on receipt basis. Accordingly, funds with Trustee Bank at the yearend do not get
reflected in the financial statements.

1.2 Basis of preparation

The financial statements have been prepared to comply with the Pension Fund Regulatory and
Development Authority Act, 2013, PFRDA (Preparation of financial statements and Auditor’s report of
Schemes under National Pension System) Guidelines — 2012, Accounting Standards notified under
the Companies Act, 1956 to the extent made applicable by PFRDA (Preparation of financial
statements and Auditor’s report of Schemes under National Pension System) Guidelines — 2012 and
generally accepted accounting principles. These financial statements have been prepared on an
accrual basis, except as otherwise stated.

The financials have been prepared for SCHEME A TIER |l being managed by the Company.

The Company manages eight separate schemes under the two tiered structure (Tier | and II)
prescribed under the NPS. The schemes are classified as Scheme E, C, G and A based on the asset
class prescribed under the NPS as follows:

Scheme E - Equity market instruments
Scheme C - Credit risk bearing fixed income instruments
Scheme G - Government securities

Scheme A — Alternate Investment funds

1.3 Investments

Transactions for purchase and sale of securities are accounted on trade date.
The holding cost of investments is determined by the weighted average cost method and the cost
includes applicable taxes and stamp charges but exclude brokerage and other transactional charges.

Investments are reconciled with the custodian records on daily basis.
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Valuation of Investments
The scheme marks all investments to market and carries investments in the Balance Sheet at the

market value as on Balance Sheet date / date of determination / date of valuation.

The change in unrealised appreciation/depreciation in the value of investments is determined
separately for each assets category at the year-end and is recognised in the Revenue Account. The
change in net unrealised appreciation, if any, is transferred to firom “Unrealised Appreciation

Reserve" shown as part of Reserves and Surplus.

As per directive received from NPS Trust, the valuation of investments is carried out by Stock Holiding
Corporation of India Limited (SHCIL) effective April 1, 2011. The Investment valuation methodology
adopted by SHCIL is as follows:

The following valuation norms are as prescribed by PFRDA (Preparation of Financial Statements and

Auditor's Report of schemes under National Pension System) Guidelines - 2012.
Mutual fund units are valued based on the net asset value of the preceding day of the valuation date.

1.4 Income Recognition
Profit or loss on sale of mutual fund units is the difference between the sale consideration net of
expenses and the weighted average book cost.

1.5 Non-Performing Assets
An investment is regarded as non-performing, if interest/principal or both amount has not been
received or has remained outstanding for 90 days from the day such income/installment has fallen

due.
Where income receivable on investments has accrued but has not been received for a period of 90
days beyond the due date, provision is made by debiting to the Revenue Account for the income so

accrued and no further accrual of income shall be made in respect of such investments.

Income on non-performing assets (NPA) are recognised on receipt and other incomes of
miscellaneous nature are accounted for when there is certainty of collection.
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1.6 Units reconciliation
The subscribers’ units as per Investment management system are reconciled with Central

Recordkeeping Agency (CRA) records on daily hasis.

1.7 Investment management fees
Investment management fees are recognised on daily accrual basis on closing Asset Under
Management (AUM) in accordance with IMA. The Investment management fee is inclusive of

brokerage but excludes custodian charges and applicable taxes, if any.

The Company has started charging investment management fee of 0.01% per annum (inclusive of
brekerage but excluding custodian charges and applicable taxes), with effect from August 01, 2014,
in terms of the Pension Fund Regulatory and Development Authority’s circular no. PFRDA/6/PFM/9/2
dated July 31, 2014.

1.8 Trustee fees
The Company has started charging Trustee fee of 0.01% per annum, with effect from November 01,
2015 in terms of the National Pension Scheme Trust circular no. 1/20/2015/NPS dated October 19,
2015.

1.9 Other Expenses
Custody charges are recognised on daily accrual basis in accordance with IMA. Trustee bank
charges, if any, are recognised when they are debited by the trustee bank on a quarterly basis.

2 Unit Premium Reserve
Upon issue and redemption of units, the net premium or discount to the face value of units is adjusted

against the Unit Premium Reserve of the Scheme,
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER I

Notes to accounts

2.1 Contingent llabilities in%)
Particulars . h ATierli
March 31, 2017 March 31, 2016
Uncalled liability on partly paid shares NIL NIL
Other commiimenis NIL NIL
2.2 Investments
All i are i Al of the scheme are in the name of the NPS Trust. All ts are traded i
2.3 Details of transactions with spongor and its related parties
Natura of relationship Name of the related party
Pension fund manager HDFC Penslon Managemanl Company Limited
Sponsor company HDFC Standand Life Insurance Company Limied
i and group
Holding Company HDFC Limited
Mr. Amitabh Chaudhry Key Managemant Personnal
Ms. Vibha Padalkar ey Management Personnel
Mr. Sumit Shukla Key Management Personnel
Mr. Fagun Panchol Key Managemant Personnel
L Mr. Nagesh Pai Key Management Personnel
The P the C and s relaled parties for the year ended March 31, 2017
{(In%)
Nature of Transaction ATierll
March 31, 2017 March 31, 2016
Investment management fees 2 n
Balances with HDFG Fenslon Management Gompany Limited are as follows:
{In%)
Mature of Transaction Scheme A Tier il
March 31, 2017 March 34, 2016
Investment management fees payable 2 -
Apggregate made in the 1 and group ies a5 at March 31, 2017 are as follows:
{In T}
Scheme A Tler Il
Name of the Compan Marech 31, 2017 March 31, 2016
pAnY: Asset type y I
Cost Markat Valuas Cost Market Valua
NIL NIL NIL NIL
Investment with other Group Companias
Nature of relationship Nama of the related party
A of Holding C HDFC Bank Limited
Aggregate investments made in the other group companies as at March 31, 2017 are as follows:
; {in®
8ch A Tier i
the Com| Marc| 2017 May 16
Name of pany Aaat h ¥, rch 34, 20
o Cost [ Market Value Cost | Market Valus
NIL | MIL NIL ! HIL
2.4 Provision
There are no p tor doubtful debis and and accrued incomsa.
2.5 Aggregate valua of purchase and sale with percentage to average assets
Agpregate value of purchase and sale with percentage to average assels as at March 31, 2017 is as follows
n¥)
Particular fich ATler il
March 34, 2017 March 34, 2018
Average Net Asset Value 40,710 -
Purchase of Investment 143 898 -
% to average Net Assels Valug 353.72% -
Sale of Invesiment - i
% to average Net Assels Value - &

154




NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER It

Notes to accounts

F te value of g and sale Ing liquid mutual fund)” with percentage to average assels as al March 31, 2017 is as follows :

{in%)

heme A Tier Il
March 31, 2017 March 31, 2018

40,710 -

Particular

Average Net Asset Value
Purchase of Investment . T .
% to average Met Assets Value & -
Sale of Investmant 3

% 10 average MNet Assels Value _ a -
“Liguid mutual fund investments are held for day fo day cash management, hence excluded

2.6 Investments falling under each major Industry group

of the inls) are as under:

The total value of Investments fafling under each major industry group (which constitutes not less than 5% of the total investments in the major
{In %)

Scheme A Tier I

March 31, 2017 March 31, 2016

Industry Classification

Market value

% of Industry
Classification

Market value

% of Industry
Classification

Mutual Funds
Net Current Assels

145,181
1,262

59.14%
0.86%

Nat Asset Valus

146,443

100.00%

2.7 Age wise disch for

(In%)

Security Nama

Ageing

Schems A Tler I

March 31, 2017

March 31, 2016

MIL

MIL

NIL

NIL

2.8 Prior Year Comparatives :

The Figures of the previous period have been regrouped / h op 1o conform cument year's presentation.

2.9 Note on status of litigation mattars with PFRDA

In January 2014, a fresh Request for Proposal (RFP) was floated by the PFRDA seeking bids from Sponsors for selection of pension fund managers afresh to manage the pension funds. In
response to the RFP, HOFC Standard Life Insurance Company Limited (HDFC Life’ / 'the Spenser) had submitted its technical and lal bid. The tachnical bid made under RFP was cpened
in April 2014 and the bid submitted by the Sponser was not accepted by the PFRDA on technical grounds of not having profitability for a period of 3 years. The Sponsor, therefors, filed a Writ
Petition before the Hon'ble High Court of Delhi, challenging the said rejection. The Hon'ble High Court of Dalhi by its Order dated May 15, 2014 quashed and set aside the PFRDA’s rejection of the

Sponser's bid and directed the PFRDA to evaluate the bid in accordance with the steps set out in the RFP. While the PFRDA ¢l d the Sp s technical and bid and the Sponsor
aven agreed to match the lowest commercial bid, the PFRDA declined to grant the Sp a'Letter of App . The Sp therefore filed her Writ Petition before the Hor'ble High Court
of Delhi against the rejection. Vide its Order dated December 18, 2014 the Hon'ble High Court of Dethi quashed and set aside the PFRDA's rejection of the r's bid and di the PFRDA to

grant HDFC Life a 'Letter of A t' to act as a Sy Subsequently, the PFRDA has filed a Special Leave Petition before the Hon'ble Supreme Court of India challanging the above said
Order dated December 18, 2014.The Hon'ble Suprema Court, by ts Order dated March 8, 2015, refused to grant the PFRDA any ad-interim relief and the matter is presently pending hearing. On
March 27, 2015, complying with tho High Court order, the PFRDA had issued a 'Letler of Appointment' in favour of the Sponsor, stating inter alia that such appointment is subject to the outcome of
the above proceedings filed before the Hon'ble Supreme Courl. The Company has ined an opinion from its lawyers, as per which the Company stands a fairly good chance of succeeding in the

matter,

It may be noted that the PFRDA {Pension Fund) Regulations, 2015 were notified in May 2015, pursuant to which re-registration of all pension funds was sought by the PFRDA. HDFC Pension has
submitted its application for tha same, and a response from the PFRDA s awailed. However, vide a letter dated Juna 24, 2018, the PFRDA, while ledging our ission of Annual Fees, had
granted an ion to conti as a Pansion Fund until the selection of Pension Funds in terms of process specified under PFRDA (Pension Fund) regulations, 2015. This extension was subject
to the Order of the Supreme Court of India on the appeal filed against the Order of the High Court of Delhl.

During the year under review, the PFRDA had issued a fresh Request For Proposal ('RFF) for selection of Pension Funds for private sector, pursuant to which the Sponsor had submitted a
29, 2018 the PFRDA issued & notice that the Commercial Bid would be opened on November 30, 2016 wherein the nama of HDFC Life was included
jal Bid submitted by HDFC Pension hasalso been accepted by the

T ical and C: ial bid. On N ib
which implies that the Technical Bid of HDFC Life has been accepted. HDFC Life is also given to 1
PFRDA and formal issuance of latters of appointment is awaited.

1 that the C
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER Il

3. PORTFOLIO STATEMENT AS ON YEAR ENDED MARCH 31, 2017

(In%)
Asset Head Serip Name Quantity Market Valus N’:;"

Alternative Investment Funds (AIF)
ive Investmant Funds (AIF) Total - - 0.00%
Mutual Fund Units Birla Sun Life Cash Plus - Growth - Direct Plan 556 145,181 99.14%
Mutual Fund otal 556 145,181 99.14%)
Current Ass - 1,262 0.86%
|Grand Total 556 148,443 100.00%]
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NPS TRUST A/C HDFC PENSION MANAGEMENT COMPANY LIMITED - SCHEME A TIER Il

3.1 KEY STATISTICS FOR THE YEAR ENDED MARCH 31, 2017

Scheme A Tier Il
Hillo RAlticars March 31, 2017 March 31, 2018
1 NAV per unit (T) |
Open 10.0000 MN.A
High 10.2027 N.A
Low 10.0000 N.A
End 10.2027 NA
2 Closing Assets Under Management (¥ in Lakhs)
End 1.48 N.A
Average daily net assets (AAuM} II 0.41 N.A
3 Gross income as % of AAuUM Il 2.90% MN.A
4 Expense ratio
a Total expense as % of AAuM (scheme wise) IV 0.01% MN.A
b Management fee as % of AAuM (scheme wise) V 0.01% N.A
] Net incoma as % of AAUM VI 2.89% N.A
6 Partfalio turnover ratio Vil = MN.A
T Total dividend per unit distributed during the penod MN.A. MN.A
8 Returns: (%)
a Last one year N.A. MN.A
Benchmark VIl N.A. N.A
b Sines inception 2.03% N.A
Benchmark Vil N.A. N.A
c Compound annualised yield (%) IX
Last 1 year N.A. NA
Last 2 year MN.A. N.A
Last 3 year N.A. N.A
Since launch of the scheme 4.35% N.A
Launch Date October 10, 2016

I NAV = (Market value of ir

{no. of units at the valuation date (before creation/ redemption of units)
1] AAUM = Average daily net assets

1]} Grass incoma = Total Income as per Revenue Account

v Total expensas = Exg includa g

v Management fee as % of AAUM is annualised

Vi Net income = Surplus / Deficit as par Revenue Account

Vil Portfalio turnover = Lawer of sales or purch divided by the ge AUM for the period,

Investments in liquid mutual fund is excludad from the turnover as the same is primarily for liguidity management

t held by scheme + value of current assets - value of current liability and provisions, if any) /

t fess, custody fees, trustee bank charges but excludes Unreallsed /Realised loss

il Investment Funds, Units issued by InvITs, Asset backed securities, ate. for that there is no comparable market benchmarks is available and hence

benchmark returns are not disclosed for this fund.

X Compounded annualised yield is to be calculated based on following formula: = {1+ cumulative retum)®n -1 (where n=365/no. of days)

As per fund objective of Scheme A, the fund is mandated to invest in Commercial/kesidential mortgage based securities,Units issued by REITs, Allamative
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HDFC PENSION MANAGEMENT COMPANY LIMITED
NATIONAL PENSION SYSTEM TRUST
COMBINED BALANCE SHEET OF ALL PENSION SCHEMES AS AT MARCH 31, 2017

{In <)
Particulars : Schedule
March 31, 2017 March 31, 2016
Liabilities
Unit Capital 1 7,316,602,333 2,751,624,264
Reserves and Surplus 2 4,313,273,550 1,010,645,833
Current Liabilities and Provisions 3 174,170,044 70,841,588
Total 11, 927 3!833!111':685
Assets
Investments 4 11,561,111,640 3,703,009,551
Deposits 5 - ) o
QOther Current Assets 6 242,934,287 130,102,134
Total ILB&MSEQZ'? 3!833!111@85
(a) Net assels os per Balance Sheets ~ ) - ~ 11,629,875,883 3,762,270,097
(b} Number of units outstanding __ . ) 731,660,233 275,162,426
For TR Chadha & Co LLP {FRN D06711N/N500028} _ ’F\ For and on behalf of Board of Directors of HDFC Pension Management Company Limited
Chartered Accountants ]
| WU -
; wwvA ) /\J\_ﬁ\,
w o \,\J \

Vikas Kumar Amitabh Cha a Palh'll(ar .
Partner % [Director} [Dlr\ectoM 27
Membership No.75363

S B ENN

Fagub Pancholl Magesh Pal

_Shu\kla

L{!hlef@; rrtwe Officer) Financial Officer) (Company Secretary)

Place ; y\\kw«jtws | | -

Date : ‘3 _}17

Place': M qh‘lbai
Date'Aprl 24, 2017

For and on Behalf of NPS Trust

Shailesh V.Haribhakt] Kamal Chaudhry
{Chairman, NPS Trust Board) [Chief Executive Officer)

Place :

13 JuL 201
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HDFC PENSION MANAGEMENT COMPANY LIMITED
MATIONAL PENSION SYSTEM TRUST

COMEBINED REVENUE ACCOUNT OF ALL PENSION SCHEMES FOR THE YEAR ENDED MARCH 31, 2017

{In%)

Particulars Schedule

i March 31, 2017 March 31, 2016
Income
Dividend - 36,646,595 7,933,643
Interest & 289,659,770 66,669,457
Profit on sale/redemp ofi . 107,860,708 3,903,666
Unrealised gain on appreciation in investments 531,083,784 13,835,576
Total Income [A) 975,250,857 __ 92,346,342 |
Enpenses and losses
Unrealised losses in value of investments 10,853,293 11,005,513
Loss on sale/red ionof i 22,835,146 1,583,595
Management fees {including service tax) 755,228 154,358
NPS Trust Fees 657,023 85,576
Custodian fees 237,775 109,231
Depository and settlemeant charges 66,378 ) -
CRA fees 23,918,054 9,691,093
Less: Amount recoverable by sale of units on account of CRA Charges (23,918,054} (8,691,093}
Total Expenditure (B) 35,404,843 13,339,073
'Surplus/(Deficit) for the year [A-B) 939,846,014 | 79,007,269
Lass: Amount transfarrad to Unraallsed appreciation account 519,663,795 3,400,359 |
Less: Amount transferred to General Resarve 420,182,219 75,606,919 |
Amount carrled forward to Balance Sheet - -
For T R Chadha & Co LLP [FRN 006711N/N500028) A~ .-\', For and on behalf of Board of Dis of HDFC Pans! G Limited

Chartered Accountants 1
}/

N

Vikas Kumar Amitabh Chaudhry Vibha Padalksr _—
"ﬂm:;{/ |Directar} [Directar} =
Mermberhip Mo.75363 \M
/ ? 10 ok
! { L 5
\ '
sumit Shikla| "V FagunPancholl Nagesh Pal
(ChieT Executive Officer; | (chifef fjnancial Officer) {Company Secretary)

Phaca: {“‘\mwim‘“

Dats - ‘3_}‘7

Place +/ Mumbai
Date': April 24, 2017

Faor and on Behalf of NPS Trust

Shailesh V.Haribhakti
[Chairman, MPS Trust Board)

Komal Chaudhry
{Chief Executive Gfficer}

Place .

= 13 JuL 2017
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HDFC PENSION MANAGEMENT COMPANY LIMITED

NATIONAL PENSION SYSTEM TRUST

" NOTES ANNEXED TO AND FORMING PART OF THE COMBINED BALANCE SHEET OF ALL PENSION SCHEMES AS AT MARCH 31, 2017

(in%)
| Particulars March 31, 2017 March 31, 2016
Schedule 1 - Unit Capltal
Outstanding at the beginning of the year 2,751,624,264 398,049,412
Add: Units issued during the year 4,771,033,913 2,357,072,690
Less: Units redeemed during the year (206,055,844) (43,497,838)
| Outstanding at the end of the year (%} 7,316,602,333 2,751,624,264
(Face Value of Rs.10/- each unit, fully paid up)
Outstanding units at the beginning of the year 275,162,426 39,804,941
Add: Units issued during the year 477,103,391 235,707,269
Less: Units redeemed during the year (20,605,584) (4,349,784)
Outstanding Units at the end of the year 731,660,233 275,162,426
Schedule 2 - Reserves and Surplus
Reserves and Surplus
Unit Premium Reserve
Opening Balance 894,168,185 95,256,967
Add: Premium on Units issued 2,468,396,882 812,552,135
Less: Premium on Units redeemed 105,615,179 13,640,917
Add: Transfer from General Reserve ] 5
Closing Balance 3,256,949,888 894,168,185
General Reserve
Qpening Balance 91,092,390 15,485,480
Add: Transfer from Revenue Account 420,182,219 75,606,910
Less: Transfer to Unit Premium Reserve - -
| Closing Balance 511,274,609 91,092,390
Unrealised Appreciation Account
Opening Balance 25,385,258 21,984,899
Add/{Less): Transfer from/{to) Revenue Account 519,663,795 3,400,359
Closing Balance 545,049,053 25,385,258
Total 4,313,273,550 1,010,645,833
Schedule 3 - Current Liabilities and Provisions
Current Liabilities
Sundry Creditors for expenses 789,654 214,047
Redemption Payable 8,146,970 652,299
TOS Payable 11,741 12,127
Contract for Purchase of Investments 164,969,001 69,710,437
Interest received in Advance 252,678 252,678
Total 174,170,044 70,841,588
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HDFC PENSION MANAGEMENT COMPANY LIMITED

NATIONAL PENSION SYSTEM TRUST

NOTES ANNEXED TO AND FORMING PART OF THE COMBINED BALANCE SHEET OF ALL PENSION SCHEMES AS AT MARCH 31, 2017

(In%)

Particulars March 31, 2017 March 31, 2016
Schedule 4 - Investments

Investments (Long Term and Short Term)

Equity Shares 4,630,938,366 1,457,147,211
Debentures and Bonds Listed/Awaiting Listing 2,816,510,930 999,714,412
Central and State Government Securities {including treasury bills) 3,653,628,325 1,172,748,729
Others - Mutual Fund Units 460,033,019 73,399,199
Total 11,561,111,640 3,703,009,551 |
Schedule 5 - Deposits

Deposits with Scheduled Banks % P
Total - -
Schedule 6 - Other Current Assets

Balances with bank in current account 105,316 2,942
Contracts for sale of investments 4,611,810 -
Qutstanding and accrued income 173,055,105 59,912,756
Brokerage receivable from PFM 15,631 -
Application money pending allotment 162,000 476,000
Sundry Debtors 64,984,425 69,710,436
Total 242,934,287 130,102,134
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Schedule 7

A. Notes

to Financial Statements

5 Compliance of Investment Guidelines.

The Pension Funds have invested the contributicns received from subscribers in the NPS
Schemes in compliance of the Authority’s investment guidelines.

2 Details of Non-Performing Assets in Schemes as on 31* March 2017.

{Amount in I}

Sl

Scheme
Name

Name of Security

Date of
Purchase

Total Face NPA
Value Since

NIL

3.  Residual Units

The term “residual units” means units lying with the Central Recordkeeping Agency which have
not been allotted to any subscriber due to the differences that arise due to rounding off units to
four decimal places while allocating units to the individual subscriber accounts. The balance of
residual units and their value as on 31* March 2017 in respect of all the 8 Schemes managed
by the HDFC Pension Management Co.Ltd was 147 units valued ¥ 2,323/-.

4. Details of balances lying with Trustee Bank as on 31 * March 2017.

{Amount in
Sl Scheme 31 March 2017 31 March 2016

1. Scheme NPS Lite - -
2. Scheme E Tier | 78,014,213 29,954,940
3. Scheme E Tier I 817,216 257,484
4. Scheme C Tier | 49,615,587 20,340,056
5, Scheme C Tier |l 432,964 168,754
6. Scheme G Tier | 77,442 772 36,686,426
7. Scheme G Tier Il 3,021,684 272,185
8. Scheme A Tier | 111,935 -
9. Scheme A Tier ll 5,438 -

Total 209,461,808 87,679,845
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5. Scheme wise redemptions due to collection of charges by Central Recordkeeping
Agency from non-government subscribers.

{Amount in )

sl Scheme 315 March 2017 31° March 2016
1 Scheme NPS Lite - -
2 Scheme E Tier | 9,961,477 4,129,274
3 Scheme E Tier Il 46,723 15,540
4 Scheme C Tier | 6,145,519 2,734,609
5 Scheme C Tier |l 27,199 10,380
6 Scheme G Tier | 7,699,709 2,790,077
7 Scheme G Tier Il 32,069 11,213
8 Scheme A Tier | 5,256 -
9 Scheme A Tier |l 103 -

Total 23,918,055 9,691,093

6. NAV as per Audited Scheme Financial Statements and NAV declared by Pension Funds
to Central Record Keeping Agency (CRA) as on 31 *' March 2017.

On comparison of the NAV of Schemes declared by the Pension Funds to CRA on 31st March
2017 with the NAV derived from the audited Scheme Financials, the following differences were
observed which is within the limit of 1% as prescribed under clause 2(i) I(iii) of Valuation
Policies of Schedule (A) of the PFRDA (Preparation of Financial Statements and Auditor's
Report of schemes under National Pension System) Guidelines - 2012:

(Amount in
Audited Scheme Declared by Difference
PF Name Scheme Name Franmeisls CRA
Scheme NPS Lite - - -
Schems E Tier | 17.5602 17.5602 -
HDFC Scheme E Tier Il 15.1671 15.1671 -
PENSION Scheme C Tier | 15.1039 15.1039 -
MANAGEMENT | Scheme C Tier I 14.2209 14.2209 -
COMPANY Scheme G Tier | 14.8365 14.8365 -
LIMITED Scheme G Tier | 15.1528 15.1528 -
Scheme A Tier | 10.2853 | 10.2853 -
Scheme A Tier |l 10.2027 10.2027 -
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HDFC PENSION MANAGEMENT COMPANY LIMITED

Shest and

Notes to

1 Investments

11 AN

1to the Al

1.2 Opan Positions of derlvatives: As of March 31 2017 and March 31 2046 is NIL

of the scheme are in the name of the NP5 Trust.

for the year anded March 31 2017

13 made by In Amount in¥
; As ot March 31 2017 As at March 31 3018
Scham: Name of Assoclate/Gr Company Nature of I t
¥ 7 E Market Value Markat Valua
SCHEMEETIER | HOFC Lid Equity Shares 29,206 832 Zg‘%ﬂﬁ
SCHEME ETIER I HOFC Lid Equity Shares 1,066 491 784 576
with other Group Ci
Amount in®
As at March 31 2017 Aa ot March 31 2018
Schama Nama of Assockte/Group Company Nature of
Market Value Market Valug
SCHEME E TIER | HDFC Bank Ltd Equity Shares 191,761,252 44,705 515
SCHEME E TIER I HDFC Bank Ltd Equity Shares 4570977 935,114]
Aggregate Market Valee of n los by all Sch
Amount InT
Name of Assoclate/Group Neture of Investment As at March 31 2017 As at March 51 2048
Eompany Aggregato Markel Valus of | Agofegate Market Vais of
Fieirt by all
HDFC Limied Equity Shares 30,273,323 23,620, 038|
HOFC Bank Ltd Equily Shares 196,452,229 45,640 630
1.4 Open position of Securities Borrowed and f or Lend by the Schame : As of March 31 2017 and March 31 2018 ls NIL
1.5 Details of NPA as of March 31 2017 and March 31 2018: Aggregate market value and provision thare of
Aggregate market value =HIL
Provision thereof =HIL
1.8 Aggregate Urwealised Gain / {Loss) as at tha end of the year and parcontage to net assets:
As at March 31 2017 Asg at March 31 2016
Scheme Unreallsed Unreallsed
Galn/ (Loss) % of Net Assets Gain/ {Loss) % of Nat Assats
SCHEME ETIER | 482 244 B24 10.33% 1,414 506| 0.10%
SCHEME E TIER 11,868,008| 5.75% 566 687 1.77%)
SCHEME C TIER | 44,168,054 1.53% 7,551,793 0.75%
SCHEMEC TIER It 1,224,364 1.37% 7§_74_.‘J_| 0.25%
SCHEME GTIER | 5213789 0.14%] 16,067 082 1.36%
SCHEME GTIERI 312 Q 0.33% 243.1@] 1.03%
SCHEME ATIER | 15437 0.65% NA MA
SCHEME ATIER il 1,181 0.61% NA NA
1.7 Aggregate Valua of F and Sala with P ge to average assets.:
Aggregate valua of purchase with percentage to average assats st March 31 2017 is as follows :
Amount inT
For the year endad March 31 2017
‘Schama Average T ¥
Asset Under ‘“'m'p‘w ot % to Average Net Assets | Aggregate Value of Sala | % fo Average Net Assets
Managemant !
SCHEME E TIER | 2,578,013 475 27,912,726, 734 1087 30% 25,196.508,695 976.98%
SCHEMEETIER Il 55,882, 9(;' 713,827 377 1083.48% 636,094,719 965 45%
SCHEME G TIER | 285 445 9,866,059 197 533.00% 7,988,311.018 A72.04%
SCHEME CTIER i 431715995 T57.38% 375,760,251 GET.02%
SCHEME G TIER | 12 122123991 ST0.88% 9,571,881.712 450.78%
SCHEME G TIER Il 282 028 540 531.23% 208,814,121 395.21%/|
SCHEME ATIER | 2,375,400 452.63% A HA
SCHEME ATIER Il 143889 I53.T2% A A
pgregate value of with to average assets at March 31 2016 Is as follows :
Amount inT
For the year endad March 31 2016
% to Avarage Net Assets | Aggregate Value of Sale | % to Average Net Assets.
SCHEME ETIER | B11.95% 2,867,708,380) 561.25%|
SCHEMEETIER N 41?.09‘]5[ 36,735,644 238.40%
SCHEME C TIER | 838.22% 2,315 151 367 612.00%
SCHEME C TIER B00.73%;| 132 461,962 675.82%
SCHEME G TIER | 417,530,011 544 86% 1.2?4,&12,3&3[ 305.23%
SCHEME GTIER Il 10118015 57524289 568.53%, 37,156,026 367.62%
SCHEME ATIER | A A A NA NA
SCHEME ATIER 1 A NA NA HA NA'
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Motes to - I to the dged Shaeet and A t for the year andoed March 31 2017
\ggregata value of purch. and sale uwnmwmwmmmmmuummmumhm 2017 is as follows :
Amountin®
For the year sndad March 31 2017
Asset Under AggregateValue of | o ¢ 5yorane Nat Assats | Aggregate Value of Sale | % ta Average Nat Assets
Managemant Purchase SRR !
SCHEME E TIER | 2575013 475/ 3,310,106,733 128.35% 731,761,843 28.37%
SCHEME E TIER I 55,682,909 89,412,176 135.71% 16716791 25.37%
SCHEME C TIER | 1,692,285,445 106.66% 23,753,461 1_.‘&'
SCHEME C TIER I 56,258,447 £4.96% - 0.00%
SCHEME G TIER | 2,123,428, 725) 170.43% Lmnaj 56.36%
SCHEME G TER 1l 134.37% 1336797 252%
SCHEME ATIER | - 5 z
SCHEME ATIER Il = - =
Aggragate value of purchase and sala {axcluding liquid mutual fund)” with porcontage to avarage assots oo at March 31,2016 is as follows :
Amount InT
For tha yeat entled March 31, 2016
Scheme Averags ‘ Vale of 1
Asset Under - Aggregete X x
Purchass % to Average Net Assets Aggregata Valua of Sale ﬁl_nlvuam_mnnau
SCHEMEETIER | 510,554 665 1,285 855 TR0 252.00% 40,833,112 B.00%
SCHEME E TIER | 27,364,096 178.00% 121,100 1.00%,
SCHEMEC TIER | 854 BI6 474 226 (0% - -
SCHEME G TIER Il 25,453,359 130.00% -
SCHEME G TIER | 1,013,651, 362 243.00% 26,156,835 B.00%
SCHEME G TIER Il 10,118,015 21,256,550} 210.00% 1,158,431 11.00%
SCHEME A TIER | A NA NA NA A
SCHEME ATIER Il [eEY NA NII HA| A/
Non-Traded in the portfoll Value of Equity, Dobt & Money Market Instrumaents and percantage to net assols —
Schema Farticulars As at March 31 2017 As at March 31 2016
AmauntIn® % to Averaga Nt Assets| | AmountIn® o fvstsga st
SCHEME C TIER | value of non fraded Debt 1,194,406 033 T0.58% 260 17 563| 71.35°
SCHEMEC TIER I ate valua of non traded Diabt 40,775,007 T72.49% 13,454,353 68.60%,
Deatails of T with I Amount in®
Name of Assoclatel group Nature of i For the year endad * For the year ended
companies Assoclation Nature Bineme e ol Eerme March 31 2017 March 31 2018
Group Company SCHEME ETIRE | Investmant management fees 286,451 58,343
Group Company SCHEME E TIRE il Investment management fees 7,574 1,759
Group Company SCHEME C TIRE | Investment management feas 194,520 43,154
HOFC PENSION MANAGEMENT Group Company SCHEME G TIRE Il Investment managemeant fees 6,467 2,236
COMPANY LIMITED
Group Company SCHEME GTIRE ! Investment managsmant fees 244 083 47671
| __Group Company | SCHEME GTIREN Investment management fees 6,103 1,155
Group Co ECHEME A TIRE | management fees 28 NA
Group Company SCHEME ATIRE Il Investment management fees 2 NA
Unit Capital movemaent during the year ended.
Bubscription during Redempilon during Facas Valus of Units at
Opening o your o your Closlod the closa of tha yeat
Unizs Units Units Units Amount In®
SCHEME ETIER | 103,491 461 170,128,282 7,865,798 265 753,044 2,657 539,445
SCHEME E TIER I 2,608,597 5,263,315 B4G 729 B.025183 80,251,831
SCHEME C TIER | 75,216330 120 956 078 5,179 855 190,994 553 1,809,945 530
SCHEME C TIER |l 2525100 4620726 848,878 6,297 957 62978573
SCHEME G TIER | 85 577,485 169,755 475 5325470 254 007 450 2.540,074,000
SCHEME G TIER I 1,742 444 5128138 536,341 6,334 240 63,342 401
SCHEME ATIER | - 234 439 1627 237512 2,325120
SCHEME ATIER I = 14,940 587 14353 143,533
Contingent Liabllity:
FY 201617 NIL
FY 2015-16 NIL
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