LIC Pension Fund Limited
SCHEME 01: NPS TRUST A/C LIC PENSION FUND SCHEME-CENTRAL GOVERNMENT

Note 8: Background

LIC Pension Fund Limited (‘the Company’) is appointed as a Pension Fund Manager (‘PFM’)
by the National Pension System Trust (‘NPS’) for the management of Pension Schemes
under the National Pension System. Accordingly, the Company has entered into an
Investment Management Agreement (‘IMA’) with NPS. The Pension Fund Regulatory and
Development Authority (‘PFRDA’) guidelines require each PFM to manage subscribers’ funds
made available to it by the Trustee bank. However the responsibility of maintaining
individual subscribers records is not with PFM and same is managed by the Central Record
Keeping Agency (CRA). The CRA does not furnish any subscribers level data to the PFM and
provides only consolidated subscribers data of cash inflow for units to be allotted and
number of units to be redeemed to PFM. The PFM makes investments as per the
requirements of IMA and the scheme wise flow of funds from CRA.

The Central Government had introduced the National Pension System (NPS) with effect
from January 1, 2004 (except for armed forces). Pension Fund Regulatory and Development
Authority (PFRDA), the regulatory body for NPS, finalized the architecture and appointed
NSDL as Central Recordkeeping Agency (CRA), other entities for National Pension System
and appointed LICPFL as one of the Fund manager for the Scheme.

In NPS, a government employee contributes towards pension from monthly salary along
with matching contribution from the employer. The funds are then invested in earmarked
investment schemes through Pension Fund Managers.

Note 9: Notes to Financial Statements
1) Significant Accounting Policies

(a) Basis of accounting

The financial statements have been prepared to comply with the 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 custodian fees which is accounted on monthly
basis on receipt of the bill from Custodian.

(b) Investments
Transactions for purchase or sale of:
i) Investments in Equity shares, Fixed Deposits and Mutual Funds units are
recognized as of the trade date



(c)

ii) Investments in Government securities and Non Convertible Bonds/Debentures
are recognized as of the settlement date.

In determining the holding cost of investments and the gains or loss on sale of
investments, the “weighted average cost” method is followed. The cost of
investments acquired or purchased includes applicable taxes and stamp charges but
exclude brokerage and other transactional charges. In respect of privately placed
debt instruments any front-end discounts offered are reduced from the cost of the
investment. Investments are reconciled with the custodian records on monthly basis.

Investment Valuation

The below mentioned valuation of investment is carried out by Stock Holding
Corporation of India, the Custodian of NPS Trust as per the tripartite agreement
between NPS Trust, LIC Pension Fund Limited and Stock Holding Corporation of India
Ltd.

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:
i. The securities shall be valued at the daily close price on the stock exchange.

ii. Debt securities (other than government securities) are valued at the last quoted
closing price on the principal exchange on which the security is traded.

iii. Money market instruments like treasury bills, commercial paper and certificate of
deposit are valued at amortised cost.

iv. Government securities and unlisted debt securities are valued at yield to maturity
based on the methodology provided by CRISIL/ICRA.

v. Investments in mutual fund schemes are valued based on the latest available net
asset value of the respective schemes.

Securities not traded at a stock exchange:

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

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

ii. Debt securities are valued at yield to maturity based on the methodology
provided by CRISIL/ICRA.

(d) Bonus Shares
Bonus shares are recognized only when the original shares on which the bonus
entitlement accrues are traded on the stock exchange on an ex-bonus basis.

(e) Right Shares
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.

(f) Interest Income
In respect of all interest-bearing investments, income is accrued on a daily basis.
Interest paid for the period from the last interest date up to the date of purchase is
not treated as a cost of purchase but debited to Interest Recoverable Account.
Similarly interest received at the time of sale for the period from the last interest date
up to the date of sale is not treated as an addition to sale value but is credited to
Interest Recoverable Account.

(g) Dividend Income
Dividend income is recognized on Ex-dividend date.

(h) Expenses
All allowable expenses and incomes accrued up to the valuation date are considered
for computation of asset value/NAV. Major Expenses like management fees are
accrued on a daily basis except custodian charges which is accounted on monthly
basis on receipt of the bill from Custodian.

(i) Taxes
All taxes which are leviable and actually paid are charged to the NAV of the Fund and
are borne by the Subscriber. Any subsequent refund on this account, if any, is added
to the scheme/fund as income.

(j) Unit Capital
Unit Capital is tallied with CRA records on daily basis.

2) As per the unbundled architecture of National Pension Scheme, unit allocations and
redemptions are accounted by PFM on the basis of consolidated data received from the
Central Record Keeping Agency.

3) Non-Performing Assets:

There are no Non-Performing assets as on March 31, 2013. As on date the scheme has
received all the interest on the investments which is accrued and due as on March 31,
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2013 except interest amounting to Rs. 36,75,000 pertaining to Parekh Aluminex Limited
which was due on March 1, 2013. The said company applied for Corporate Debt
Restructuring with its banker’s .Total exposure of the scheme as on March 31, 2013 in
the said company is Rs. 103,659,250.00 (inclusive of outstanding interest).

4) Investment Management Fees:
Management Fees is paid at the rate prescribed in the investment management
agreement entered between National Pension System Trust and LIC Pension Fund
Limited.

5) Investment in Group Company and Associates as on March 31, 2013

Name of the Group | Amount Invested | Market Value % on NAV
Company/Associate (Rs.) (Rs.)

LIC Housing Finance Ltd. 199,955,000.00 199,048,150.00 | 0.42%

6) Details of Custodian Fees paid or payable to Stock Holding Corporation of India Limited (A
Company in which sponsor of LIC Pension Fund Limited has substantial interest)

Name of | Name of the company | No of shares | % of Share | Amount  Paid/
Sponsor of LIC | in which sponsor has | held Holding Payable
PFL substantial interest (Rs.)
LIC of India Stock Holding | 31,50,000.00 | 14.97 % 28,43,586.02
Corporation of India
Ltd.

7) Aggregate Value of purchase and sales of investment as a % of average daily net assets
value:

Aggregate Value of purchase and sales of investment | 23,672,771,738.14
during the year (except liquid funds) (Rs.)

Average daily net assets value (Rs.) 37,922,440,663.94

% 62.42 %




less then 5% of total investment related to that classification)

8) Total Value of investment falling under each major industry group (which constitute not

Equity Group:

Industry Group Amount of | % of total investment
Investment related to that
(Rs.) classification

Manufacture of chemicals and | 272,873,278.30 7.77 %

chemical products

Manufacture of pharmaceuticals, | 339,594,604.15 9.67 %

medicinal chemical and botanical

products

Computer programming, consultancy | 275,651,478.25 7.85%

and related activities

Financial service activities, except | 850,062,888.25 24.20%

insurance and pension funding

Electricity, gas, steam and air | 204,951,627.85 5.83%

conditioning supply

Manufacture of coke and refined | 175,953,748.70 5.01%

petroleum products

Total amount invested in Equity Shares | 3,513,003,499.45

as on March 31, 2013

Corporate Bonds & Debentures

Industry Group Amount of | % of total investment
Investment related to that
(Rs.) classification

Financial service activities, except | 10,186,988,038.00 58.44 %

insurance and pension funding

Manufacture of basic metals 1,081,190,457.00 6.20 %

Electricity, gas, steam and air | 1,250,471,961.25 7.17 %

conditioning supply

Total amount invested in Corporate
Bonds & Debentures as on March 31,
2013

17,430,770,244.75

Non Convertible Bond & Debentures:

9) Aggregate value of Non Traded investment at the end of the year:

Aggregate value of Non
Investment (Rs.)

traded

% to Net Assets Value as on 31.3.2013

13,922,734,571.75

29.11 %

10) Previous year amounts have been regrouped wherever necessary.




