14/ 05/ 2001
EPF annuity scheme i nsurers down but not out

Habhaj an Si ngh

I NSURERS ar e confident that the heavily-criticised annuity schene through
Enpl oyees Provi dent Fund (EPF) withdrawal s will stay, but may return with
some changes in terns of its nmanagenent.

I nsurers contacted by Busi ness Ti nes expressed confidence that the
scheme, currently under suspension pendi ng a study by EPF-appointed
consultants, will continue to see the Iight of day despite fierce
obj ection fromunionists.

"Fromt he broader perspective, the annuity schene isinline wth the
i ntention of policymakers as expressed in sone of the recently rel eased
mast er pl ans, " says Gregory John Murray fromMal aysi an Assurance Al liance
(MAA) Bhd.

Insurers are also taking refuge in a statement fromthe EPF rel eased
| ast Thursday, which said the fund's consul tants are studyi ng whet her the
schene shoul d be i npl enented internal ly or by approved i nsurance
compani es.

"The statement clearly states that the pension fund is | ooking into the
guestion of who shall ultinmately nanage the fund, and not whether it
shoul d be scrapped, " said L. Meyappan, MCIS | nsurance Bhd's chi ef
executive officer and al so presi dent of the Life | nsurance Associ ati on of
Mal aysi a (Liam.

Both MAA and MCIS are anpng the six insurers approved by the EPF under
the annuity schene.

Uni on | eaders, pressing for the scrapping of the schene, criticisedthe
EPF for continuing to accept applications fromcontibutors but processing
themonly upon conpletion of a study by its consultants.

The Mal aysi an Trades Uni on Congress (MIUC) questioned the fund's notives
inreleasing the statenent which was tantanount, as per its reading of the
situation, to negating the assurance given by Prime M nister Datuk Seri Dr
Mahat hi r Mohamad.

"What is the purpose and notive of this statenment which seens to
contradict the Prime Mnister's assurance to defer the schene,” queried
MIUC secretary-general G Raj asekaran

Inaletter to the MIUC, the Prine Mnister agreed to defer the annuity
scherme until the conpletion of the consultant's study, reconsider
restoring the death and i ncapacitati on benefit to RVM30, 000 as wel | as
enhance public confidence in the pension fund.

The letter dated May 8 resulted in the MTUC calling off its plan to
stage pickets in front of EPF offices nati onwi de | ast Saturday.

However, insurers are unhappy with the MIUC s conti nuous criticismof
t he schene.

"We wi sh the MTUC wi || stop speculating on the fate of the schene as it
only creates doubt in the mnds of those who have opted for the schene.

"They shoul d be at a | evel of confort that they have bought the right
policy. Speculationwll only cause themto run," said Meyappan

Clearly, the weeks ahead will see sone heated debates as the stakes are
hi gh.

The schene, | aunched | ast July, has attracted cl ose to 200, 000
applications. Till end-March, the EPF approved 137,692 applications worth
RV2.7 billion

Interested applicants withdraw a specific amount of their EPF savings to
be paid to their preferred annuity i nsurance provider which in turn



i nvests the noney and proni ses to pay thema guaranteed |ifetine nmonthly
i ncone upon retirement.

On the part of the insurers, the battle before themis on two fronts:
mai nt ai ni ng confi dence in the product and def endi ng t he schene.

The six insurers, acting as a consortium came out with full-page
advertisenments in sel ected national dailies to assure existing
pol i cyhol ders and applicants that their benefits remainintact.

"Al'l provisions of your policy contract are still in force and shall be
honoured, " the adverti senent prom sed.

Besi des MAA and MCI' S, ot her consortiumnenbers are Hong Leong Assurance
Bhd, Mal aysi a National |nsurance Bhd, Maybank Life Assurance Bhd and John
Hancock Life Assurance Bhd.

"The insurers will also be witing individually to their policyhol ders
on the | atest devel opnent, " sai d anot her insurer.

Wth the defernent of the schene, insurance agents are expected to turn
their attention to pronoting other insurance products.

"W put it on hold... but life goes on as we have ot her products to
sell," said an insurance official, noting that nost of the annuity
consortiumnenbers are conposite insurers providing bothlife and general
i nsurance.

Meyyappan added: "We will refocus until the matter is resolved. But we
will be nobst surprised if the schene does not continue."
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