25/ 05/ 2001
EPF | ikely to take over annuity scheme

Hami sah Hami d

THE neet i ng yest erday between t he uni ons and a consul t ant appoi nted by the
Enpl oyees Provi dent Fund (EPF) to study the annuity schene ended with the
possibility that the schenme woul d be nmanaged by the EPF.

A source said there was an indication fromthe study that the
adm ni stration of the annuity scheme by a consortiumof siXx insurance
firms and two Takaful insurers could be transferred to the EPF.

However, Mal aysi an Trades Uni on Congress (MIUC) and Congress of Unions
of Enpl oyees in the Public and Cvil Services Cupeacs (Cuepacs) | eaders,
met after the nmeeting, declined to reveal details of the actuarial study
by the consultant.

MIUC presi dent Senator Zai nal Ranpak was tightlipped about details of
t he study.

However, his beam ng face and that of MIUC of ficials, including
secretary-general G Rajasekaran, who attended the neeting, gave the
i mpression that their demand was nearly realised.

Bot h Zai nal and Cuepacs president N Sivasubranmaniamtold reporters
during a separate press conference that they were satisfied with the
st udy.

"W are quite happy with the content of the study and t he consul t ant
will include our input inthe final report to be subnmitted to the EPF
Board, which will neet next nonth," Zainal said after the nearly two-hour
nmeeting at the EPF headquarters in Kual a Lunpur.

The nmeeting was held foll owi ng the MTUC s nove to defer its nationw de
pi cket on May 12 for three nonths when Prinme Mnister Datuk Seri Dr
Mahat hi r Mohamad gave an undertaking in aletter to shelve the annuity
schene until the conpletion of a study conducted by a consul tant engaged
by the EPF.

Ten representatives fromthe MIUC and four fromCuepacs attended t he
first neeting with the consultant, Qu Wn Fah, who i s the managi ng
director of AON Consultant (M Sdn Bhd.

The consultant is nowdrafting the findings of the study and Zai nal said
they will nmeet the unions again before the report is finalised.

Bot h MTUC and Cuepacs accept the annuity scheme but they want the schene
to be managed by the EPF, instead of the insurance firns.

By bypassing the practice of giving comm ssion to agents under
conventional insurance, the unions reasoned that the prem umpaid by the
EPF contributors woul d be I ess and the returns woul d be hi gher as all the
profits fromthe scheme will go into the EPF

Zainal reiterated that the uni ons were not agai nst the annuity schene
but they were opposed to the idea that the schenme was managed by private
i nsurance firns.

Bef ore the schene was suspended to all owthe study to be done, it was
of fered by si x conventional and two Takaful insurers.

The si x were Mal aysi an Assurance Al liance Bhd, MCI S | nsurance Bhd, Hong
Leong Assurance Bhd, Mal aysi a National |nsurance Bhd, Maybank Life
Assur ance Bhd and John Hancock Life Assurance Bhd; while the | sl am c-based
i nsurers are Takaful Nasional and Syari kat Takaf ul

Zai nal said todate, the schenme had nobilised sone RV billion EPF
savi ngs from200, 000 contri butors.

"I'f the EPF can approve such an amount of noney for the annuity schene
over a short period of time, | amsure it can handl e the schene



efficiently," he said when queri ed about the EPF' s conpet ence to nmanage
t he schene, given the current backl og of wi thdrawal cases experienced by
t he pensi on fund.

"The EPF has the capability....it has proven this by administering the
| argest fund, anmounting to RM2OO billionin 9.7 mllion accounts. No banks
can handl e such a large fund," he added.

Zai nal al so said that EPF contributors who had signed up with the schene
but not satisfied with the terns offered by the insurance firns, could
withdraw fromthe schene any tine.

"There is a penalty for withdrawal but we will talk to the EPF
managenent on how to reduce it," he said.
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