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Introduction



The Micro Pension Plan (MPP) was introduced to cover the informal sector and self-
employed individuals of the economy.

Until the MPP was introduced there has not been a guideline as to how those in the
informal sector of the economy would participate in the Contributory Pension Scheme
(CPS) under the PRA 2014.

It is generally believed that pension plan or retirement plan is mainly for the formal sector
of the economy and therefore those in the informal sector or self-employed do not fit in.
So whenever pension plan is mentioned, it is assumed that it is referring to those in the
formal sector only. This narrative is changing with the introduction of the MPP.

Section 2(3) of the PRA 2014 has made provision for the inclusion of the informal sector or
businesses with less than 3 employees that are not mandated to participate in the
mandatory CPS. This section gives PenCom the power to issue guidelines from time to time
as to how those in the informal sector and those employing less than 3 people could be
absorbed into the CPS.

In 2018, the National Pension Commission (PenCom) therefore issued Guidelines for Micro
Pension Plan which gives a detailed directions as to how the categories of workers
mentioned above will participate in the CPS. The MPP is now being implemented
nationwide.

Introduction

The Micro Pension Plan
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The Micro Pension 
Plan – An Overview



The Micro Pension Plan

The informal sector which comprises majorly
of the SMEs and self-employed individuals
contribute in no small measure to the
success of the economy at large. In fact, in
Nigeria the informal sector contributed an
average of 48% to the national GDP in the
last 5 years and account for 96% of
businesses and 84% of employment. They
constitute the life blood of the economy.
Hence, it is important that they are well
taken care of and given high priority in any
plan of socio-economic prosperity.

The introduction of the MPP will thus serve
as a motivating factor to the informal
sector by giving them an avenue to plan
their lives after retirement from active work.
By having a retirement plan, it gives the
contributor a lifeline to fall back on when
old age beckons. It will also help them feel
a sense of belonging and boost their
productive capacity as a whole by making
them work even harder in order to save
enough money for retirement purpose.

To be eligible for the MPP, the intending
contributor must be at least 18 years of age
and must also satisfy the following
conditions:
• Being a member of a business

association, trade, profession or
Cooperative society; or

• Being a self-employed with a
registered business name, partnership
or company; or

• Being an employee working in the
informal sector with or without written
employment contract; or

• Other self-employed individuals; and
• Must be a resident of Nigeria.

Thereafter, a Retirement Savings Account
(RSA) should be opened with any Pension
Fund Administrator (PFA) of choice. To
open an RSA account with the PFA, the
eligible contributor will provide the following
at the point of registration:
• National Identification Number

(NIN)/Permanent Voter’s Card
(PVC)/Driver’s Licence/International
Passport

• Other documentations include any of
the following:

– Evidence of membership of an
association, Union or
Cooperative society

– Certificate of business registration
or Incorporation

– Letter of employment
– Bank Verification Number (BVN)

• Other documentations as may be
required by the PFA (usually to confirm
identity or authenticate their residence).

It is a known fact that the informal sector 
has its own peculiarities, hence, the modus 
of operation of the MPP is quite different 
from the regular mandatory CPS of the 
formal sector. Unlike the regular mandatory 
CPS whose contribution is received once a 
month, the MPP contribution is quite 
flexible. 
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An MPP contributor is allowed to contribute
daily, weekly, monthly or as may be
convenient for him/her. This is taking into
consideration the volatility of the earnings
of workers in the informal sector. This
flexibility is in reality with what is obtainable
in the practical business environment of the
informal sector.

In addition, every contribution made by a
MPP contributor is divided into two. The first
part is called Contingent contributions while
the second part is called Fixed
contributions.

The Contingent contribution is 40% of any
amount contributed and would be
available for withdrawal for any contingent
needs of the contributor. The first
withdrawal from this pool will be available
only after 3 months of initial contribution
and once every week thereafter. However,
the contingent contribution is a replica of
voluntary contributions and as such for tax
purpose it is treated as such. This means
that if withdrawal is made before the end
of 5 years of initial contribution, then tax will
be paid on such withdrawal as stipulated in
the PRA 2014.

The Fixed contribution is 60% of any amount
contributed and would only be available
for withdrawal at retirement of the worker.
No part of this pool is allowed to be
withdrawn before retirement which is at the
age of 50 years or on health grounds
certified by a qualified medical
professional. Please note that no part of this
amount is taxed upon withdrawal.

7



Making 
Contributions Into 

A Micro Pension 
Account



Making Contributions

After a successful registration with the PFA,
the MPP contributor will be given a unique
Personal Identification Number (PIN) issued
by PenCom. With the PIN, the Contributor
can make contributions into his RSA
account either with Cash or using an
approved payment platform by CBN.

The PFAs have agents located at different
locations who help them with the
contribution collection. The MPP contributor
can also use electronic means of payment
to make contributions. Details of this is
usually given to the contributor by the PFAs
on how to make payment into their RSA
account.

Please note that every contribution that is
made is charged an administrative fee,
which is the total and final charges of the
fund administrator. All contributions that is
less than ₦4,000.00 is charged a flat
amount of ₦20.00 and all contributions from
₦4,000.00 and above is charged a flat
amount of ₦80.00. There are no hidden
charges. Those are the final charges.

Please note that other convenience
charges may apply depending on your PFA
for the use of third party payment platform
such as USSD charges or transaction
processing charges.

Contributions can however be made as
much as the MPP contributor is able and
capable to. It can be done daily, monthly,
weekly or even monthly. The Capacity of
the contributor will determine the extent of
his or her contributions. However, in order to
prevent abuse and prevent any form of
money laundering act, the PFAs are
mandated to report any single contribution
made that is up to ₦5 million and above to
the Commission.
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Making 
Withdrawals From A 

Micro Pension 
Account



Making Withdrawals

To make a withdrawal from the MPP RSA
account, the contributor has various
options.
There are withdrawals allowed before
retirement and there are those allowed
only at retirement.

WITHDRAWALS ALLOWED BEFORE 
RETIREMENT

An MPP contributor can make withdrawals
from his RSA account before retirement
only from the contingent portion of his total
contributions. The contingent portion
constitute 40% of contributions set aside for
contingent purpose in the RSA of the
contributor. However, the first withdrawal
can only occur 3 months after the initial
contribution, thereafter withdrawals can be
made once every week.

It is allowed to fully withdraw the total
amount of contingent portion in the RSA
account if the contributor wishes to do so.
Please note that there is a tax implication
for withdrawing the contingent portion
before the end of 5 years of making the
contributions. If the contingent portion is
withdrawn before the end of 5 years, it will
be subject to tax using the applicable PITA
Cap P8 LFN 2011. This is treating the
contingent portion as Voluntary
contribution in line with S10(4) of PRA 2014.

A contributor can also transfer or convert
the Contingent portion of his RSA account
to the Fixed portion at the end of every
year i.e. once in a year. This is so allowed to
enhance the fixed portion available at
retirement.

In the same vein, a contributor can also
transfer the balance in the Contingent
portion of his RSA at retirement to form part
of total pension payment package.

This is can also happen where the MPP
contributor secures an employment in the
formal sector where his/her contributions
will be moved to the appropriate fund
under the CPS according to his/her age.

WITHDRAWALS ALLOWED ONLY AT 
RETIREMENT

An MPP contributor is allowed to withdraw
the fixed portion of his contribution only at
retirement. The Fixed portion represent 60%
of all contributions set aside for retirement
purpose. Retirement happens at the age of
50 years or on medical grounds duly
certified by a qualified health professional.
No amount of the fixed portion is allowed to
be withdrawn before retirement. This
portion of contribution is not subject to tax
as it is tax exempt, unlike the contingent
portion that can be subject to tax if
withdrawn before the end of 5 years of
contribution.

It is noteworthy to stress that whenever an
MPP contributor decides to convert to any
of the regular pension funds under the
mandatory CPS on securing employment in
the formal sector, the PFA should be
notified immediately. If the contributor fails
to do this, the PFA is empowered to move
the MPP contributor’s RSA balance to the
appropriate funds under the CPS after the
receipt of the second contribution from the
new employer without waiting for any
directive from the contributor.
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You can talk to your Pension Fund Administrator to know more about 
their MPP services and ways they can help you further.

Talk to Your PFA



PensionTalk.com.ng is a website dedicated to raising awareness about 
the pension industry in Nigeria.

The mission is to ensure that the public is well enlightened about the 
happenings and workings in the Nigerian pension space.

You can visit www.pensiontalk.com.ng to learn more. 

If you have any questions feel free to email at 
pensiontalkng@gmail.com
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