09/ 10/ 2001
Annui ty scheme insurers to i npose 7pc penalty

Habhaj an Si ngh

EXI STI NG pol i cyhol ders of the discontinued Enpl oyees Provi dent Fund ( EPF)
annui ty scheme previously offered by conventional insurers now stand to

| ose 7 per cent of the prem umthey have paid.

It is understood that the six insurers involved in marketing the schene
before it was suspended five nonths ago will inpose the penalty for
wi t hdrawal s despite intense | obbying by unionists for themto take a fl at
RMbO processing fee.

"The withdrawal penalty is in their contract. It is there to cover the
costs incurred for marketing and establishing the schene," said an
i nsurer.

But unlike the conventional schene, the country's two Islamc insurers
which offered the Takaful version only inpose a RVb0 exit fee regardl ess
of the prem um anount.

The EPF said in a statenent yesterday that the schene, introduced in
July 2000, will no | onger accept new participants follow ng the
Governnent's decision to the effect.

Prime Mnister Datuk Seri Dr Mhathir Mohamad had said | ast Friday that
the EPF woul d manage a new annuity schene itself.

Under it, contributors would be paid a nonthly sumfor 20 years after
retirenment based on the balance in their EPF accounts.

Contributors have the option of either withdrawi ng the total anount upon
reachi ng the age of 55, or just a portion of it.

Dr Mahathir, who is also the Finance Mnister, outlined the new format
in his speech at the EPF' s gol den jubil ee cel ebration dinner.

Inits statement, the EPF said the previous schene will continue for its
exi sting 286, 000 policyhol ders as per the agreed terms and conditi ons.
The EPF said it was working out the details for the new optional scheneg,
to be announced shortly. It will be a refinement of the existing periodic
paynents scheme introduced in 1994, the EPF said.

The annuity schenme was suspended on May 8 foll owi ng objections fromthe
Mal aysi an Trades Uni on Congress (MIUC) and ot her organi sations.

VWhen first introduced, eight insurers were selected to market the schene

Mal aysi an Assurance Alliance Bhd (MAA), M S I nsurance Bhd, Hong Leong
Assurance Bhd, Ml aysia National |nsurance Bhd, Maybank Life Assurance
Bhd, John Hancock Life Assurance Bhd, Takaful Nasional and Syari kat
Takaf ul

As of March, they had roped in 137,692 partici pants who contri buted
RV.7 billion in total prem uns. The anpunt cane fromtheir EPF savings.

The EPF manages over RML80 billion in funds.

In a separate statenent, MAA chief executive officer Raznan Hafidz Abu
Zarimreassured policyhol ders that the conpany will honour their policy
benefit guarantees and contract provisions.

The largest player in the annuity schene, MAA said its assurance is
backed by the RML30 million paid-up capital of parent conpany MAA Hol di ngs
Bhd and the cl ose supervision of the regul ators.

Razman Hafidz al so took to task sone of the statenments nmade by MIuC
presi dent Senator Datuk Zai nal Ranpak, alleging that the latter had nade
fal se and m sl eadi ng statenents regardi ng the paynent of interest due to
pol i cyhol ders.

"A proper know edge of the schene woul d show t hat the schene provides
guaranteed lifetinme pension incone and is not a | unp sumbenefit |ike



menbers' EPF accounts.

"Therefore, profit fromthe insurer's annuity fund is not distributed in
the formof interest. Rather, profit is distributed in the formof bonus
pensi on i ncone, " he said.

Razman Hafidz al so said that Zainal's claimthat there has been no
distribution of profits to policyhol ders was m sl eadi ng and questions the
reputati on of MAA and ot her insurers.

"In fact for the year endi ng Decenber 31 2000, we had previously
announced our first declaration of bonus pension i ncone of RM, 645, 946.
Furthernore, the anount of profit allocated to shareholders was nil," he
sai d.

Zai nal was not avail able for conmment.
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