14/10/ 2001

EPF annuity investors unhappy over 7pc penalty

KUALA LUMPUR, Sat. - Mal aysian Trades Uni on Congress today said that

Enpl oyees' Provi dent Fund contributors are dissatisfied with the decision
of insurance conpanies involved in the annuity schene to i npose a seven
per cent penalty.

MIUC secretary-general G Rajasekaran said there was no justification
for the conpanies to withhold such a | arge sumof contributors' hard-
ear ned noney.

"The EPF should take this matter seriously," he said in a letter handed
to EPF chi ef executive officer Azlan Zainol at his office yesterday.

In the letter, Rajasekaran said that though the MTUC was grateful to
Prime M nister Datuk Seri Dr Mahat hir Mhanmad for hel ping resol ve the
matter, the EPF should negotiate with the consortium of insurance
conpani es to reduce the penalty.

"The EPF, while remaining conpletely silent on this, has however hasten
to give the assurance that despite Dr Mahathir's announcenent, insurance
conmpanies will continue to service those who had purchased earlier."

Raj asekaran said the MIUC viewed this as being nmore in the interest of
i nsurance conpani es and not the contributors.

He added that one of the insurance conpanies involved, MIS |Insurance
Bhd, has justified the inposition of the penalty for early w thdrawals. He
quoted its expl anati on:

"You woul d note fromgeneral provision No. 5 that a surrender charge
woul d be inposed for any early ternination of the policy. The surrender
charge will not exceed seven per cent of the cash surrender value. The
conpl ete wordi ng can be found on page 2.

"The i nsurance conpany woul d have incurred consi derabl e expenses in the
i ssuance of the policy. The expenses include agency conm ssion,
operational expenses in the processing and i ssuing of the policy,
mar keti ng and pronoti onal expenses, advertising and publicity and costs
relating to the setting up of systens.

"The surrender charge is necessary to cover the cost incurred by the
i nsurance conpany as stated above. If full refunds are made to EPF nenbers
by wai ving any surrender charge, the above expenses will not be covered
and the insurance conpani es woul d i ncur substantial losses in this
regard. "

Raj asekaran said the MIUC found the reasons nost ridicul ous and
unaccept abl e, and asked why contri butors should be nade to pay a
comm ssi on for handi ng over their noney to i nsurance conpani es. Further,
how does a contributor benefit by an insurance conpany's marketing and
pronoti on canpai gn?

He al so said that the MIUC believed that insurance conpani es have spent
hundr eds of thousands of ringgit on advertisenents and pronotions, and
wondered how did this enhance contributors' investnent.

The MIUC felt that adm nistrative costs and operational expenses ought
to be nmet by insurance conpani es.

The MIUC al so wanted to know whet her the insurance conpani es had
di scl osed the seven per cent penalty to contributors when they signed up
for the schenme, and whet her the EPF was aware of such a condition and, if
so, what was the basis for allowing it.

The MIUC has al so asked the EPF why it told its 150 general counci
menbers | ast Novenber that only RVBO woul d be deduct ed.



Raj asekaran said the two conpani es marketi ng Takaful insurance schenes
were charging RVMb0 and felt the rest of the insurance conpani es should do
the sane.

( END)



	EPF annuity investors unhappy over 7pc penalty (NST 14/10/2001)

