16/ 10/ 2001
Suspensi on of annuity schene will cover Takaful players

Habhaj an Si ngh

THE country's two Takaful players providi ng Syari ah-based annuity schene
t hr ough Enpl oyees Provi dent Fund (EPF) withdrawal s will not be spared if
the scheme is suspended i ndefinitely, industry sources say.

It is understood that the two Islam c insurers, Syarikat Takaf ul
Mal aysi a Bhd and Takaf ul Nasi onal Sdn Bhd, were hoping to avoi d suspensi on
along with the six conventional insurers originally approved to market the
schene.

The argunment woul d have been that the EPF may find it difficult to
provi de a Syariah-conpliant annuity product.

"That was supposed to be their trunp card. They felt EPF' s present
i nvest nent approach may not allowthe fund to provide a truly Islamc
product," said an i ndustry source.

When asked to comment on the matter, Ml aysi an Trades Uni on Congress
(MIUC) president Senator Zainal Rampak confirned that the Takaf ul
operators were not singled out for special treatnent.

“I'"mconfident that the EPF can provi de an alternate schene," he said
when cont act ed yest er day.

The EPF-initiated annuity scheme, introduced in July 2000, raninto
strong opposition fromworkers' unions nonths later which led toits
suspensi on on May 8 this year

Chances of insurers getting back the schene appear slimafter Prine
M ni ster Datuk Seri Dr Mahat hir Mohamad said recently that the EPF woul d
cone out with its own annuity plan

This was foll owed by an EPF statement | ast Monday that the suspended
schene woul d no | onger accept new partici pants. However, the existing
pol i cyhol ders will continue to be serviced as per agreed terns and
condi tions.

It is understood that Takaful players had witten to the EPF sone tine
ago, highlighting the fundanmental difference in operations of the Takaf ul
annui ty product as opposed to conventional annuity.

Takaful essentially offers participants or policyhol ders a fi nanci al
progranmme to cover |osses and al so share profits based on the Al -

Mudhar abah princi pl e. Any surplus or profit made is divided between the
partici pants and Takaful operators. Likew se the risks are equally borne
by the two parties.

The Mal aysi an takaful industry applies the conditional At-Tabarru' at
standard which requires nenbers to contribute according to their risk
| evel . Hence, the rate is higher for those in the higher risk category.

The Takaful firms act as facilitators to the risk involved, and forma
contract with the contributors to nanage the risk. The products offered
i ncl udi ng the annuity schene, are designed wi thout el ements of al riba
(interest), al maisir (ganbling) and al gharar (uncertainty).

The funds col l ected by the takaful firms are i nvested and any profits
made are shared al ong the principles of Midharabah

Inthe conventional schene, insurers invest the collected preni uns and
payout dividends, if any, to contributors.

"One major difference is that all investnents nust be in activities and
i nstrunents perm ssi bl e and approved by t he Syari ah supervisory counci l
This is the major question nark with regards to the EPF handli ng of any
Syari ah-based annuity schene," said an insurer

The annuity schene t hrough EPF savi ngs wit hdrawal had been a good source



of premiumearner for the insurers, providing a sizeable injection of
funds into the two Takaful conpanies.

Bef or e suspensi on on May 10, both players attracted about RM300 million
each fromcontri butors.

Prior to suspension, Takaful Ml aysia had attracted about 16, 000
participants involving RM365 million in contributions.

Takaf ul Nasi onal cl ai med about 50, 000 contributors with RML. 2 billionin
contributions, with RMBOO million of the amount havi ng been rel eased after
approval of applicants by EPF.

(END)



	Suspension of annuity scheme will cover Takaful players (NST 16/10/2001)

