11/ 05/ 2001
Annui ty scheme suspensi on catches insurers by surprise (H)

Habhaj an Si ngh
| NSURERS wor ki ng wi t h Enpl oyees Provi dent Fund (EPF) to offer an annuity
scheme to contributors have been caught offguard by the Government's
deci sion to suspend the programe pendi ng a study.

The schene was introduced |ast July, and despite a | ess than
ent husi astic response initially, insurers were able to rake in prem uns
worth RM760 million in six nonths from EPF nenbers who opted for the
arrangement .

The anmount made up close to 8 per cent of the RMLO.39 billion in tota
wi thdrawal s for approved alternative investnments by EPF contributors | ast
year.

The annuity schene basically involves a bulk upfront investnent in
exchange for a guaranteed lifetine nonthly i ncome upon retirenment.

"Insurers are waiting for nore details. They are concerned as to how far
the Government is prepared to accomopdat e uni on demands," said one
i ndustry source.

The Ml aysi an Trades Uni on Congress (MIUC) had on Wdnesday announced
that it had received an undertaking fromthe Governnent to reviewthe
schene.

MIUC had pl anned to picket at EPF offices nati onwi de tonorrow over a
nunber of issues related to the fund's operations.

The picket was called off follow ng an assurance by Prinme M nister Datuk
Seri Dr Mahathir Mhamad that the Government would | ook into MIUC s
concerns, including the possibility of restoring the death and
i ncapaci tation benefit to RM30,000, as well as enhancing the public's
confidence in the pension fund.

Yesterday, EPF said in a statenment that the fund's consultants are
st udyi ng whet her the annuity schene should continue to be operated through
approved i nsurance conpani es, or inplenmented internally.

This puts in linbo a potentially lucrative business for the insurers,
but what could prove trickier is the question of refunds and contractua
obligations to the annuity schene's existing nenbership in the event that
the programme is scrapped.

Mal aysi an Assurance Al liance Bhd |l ed five other insurance conpanies in
the sale of the EPF annuity product as of end-2000, with RVMB70 mllion in
approved prem uns.

This is close to the total business garnered by Hong Leong Assurance
Bhd, Mal aysia National |nsurance Bhd, MCI S I nsurance Bhd, Maybank Life
Assurance Bhd and John Hancock Life Assurance Bhd.

The Takaful version of the schene is narketed by Syari kat Takaf ul
Mal aysi a Bhd and Takaful Nasional Sdn Bhd. Al eight conpani es are nmenbers
of the Annuity Mal aysia Consortium

"The matter requires careful deliberation... it can have grave
i mplications, including on the confidence of the EPF contributors,
anot her industry source.

Nati onal | nsurance Associ ation of Ml aysia, representing the six
participating insurers, yesterday registered its di sappoi ntrent over the
schene' s suspensi on.

"The conpani es invol ved are di sappoi nted that the individual EPF
menbers' right to choose a guaranteed retirenment incone for |ife has been
suspended, " said its chai rman Tunku Yaacob Tunku Abdul | ah.

The associ ation al so assured existing policyholders that their policies

sai d



were still valid, and the benefits remained i ntact and would continue to
be honour ed.

The Consuner Associ ation of Penang (CAP) however wel coned the deci sion
to review the scheme, alleging that it benefits the insurers nore than the
contri buting EPF nenbers.

CAP stressed that it supports the concept of the annuity schene as nany
wor kers are not disciplined in handling nmoney and would fritter away their
retirenent savings within a few years; and that it believes it is not too
| ate to anend the schene.

"Unfortunately, according to our study on the conventional annuity
scheme offered by the panel of insurance conpanies, workers woul d be nmuch
better off leaving their noney in EPF," said its president SM Mbhamed
Idris.

"The present arrangenent is al so di sadvant ageous to nmenbers as they take
greater risk by putting their trust in the insurance conpani es as conpared
to the EPF," he said.

CAP suggested that EPF nanage the annuity schene on its own to ensure
that as nuch as possible of the investnent incone derived is returned to
t he nenbers.
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