PRESS BRIEFING BY THE DIRECTOR GENERAL, NATONAL PENSION COMMISSION, MALAM M. K. AHMAD
ON THE ISSUANCE OF APPROVAL-IN-PRINCIPLE TO SOME APPLICANTS FOR LICENCE TO OPERATE AS PENSION FUND CUSTODIANS ON WEDNESDAY, JULY 27, 2005
Distinguished members of the Senate Committee on establishment and Civil Service Matters;

Honourable Members of the House Committee on Pensions;

Members of the Board of the National Pension Commission;

Management and Staff of the National pension Commission;

Invited Guests;

Gentlemen of the Press;

Ladies and Gentlemen.

It is my pleasure to welcome you once again to a press briefing on the activities of the National Pension Commission (PenCom). 
PenCom had recorded milestones on the implementation of the new pension scheme especially in the areas of licencing operators of the scheme, collection of pension contributions and the computation of accrued pension rights. 

It would be recalled that on Thursday, 30th June 2005, a press briefing was held on the issuance of Approval-In-Principle to some successful applicant companies for licence to operate as Pension Fund Administrators (PFAs).  Today marks another historic day when Approval-In-Principle is issued to some successful applicant companies for licence to operate as Pension Fund Custodians (PFCs).
I would like to express my appreciation and that of the entire Board and Management of PenCom to you all for not only accepting our invitation but for also playing your part in informing the Nation and indeed the world about the activities of PenCom.

It is important to reiterate that the PFCs are required to receive contributions from employers, maintain the safe custody of the pension assets on trust, render accounting services on the pension assets and execute transactions on behalf of the PFAs.  
Distinguished Ladies and Gentlemen, the new pension scheme is going to be contributory and fully funded.  This ensures that both employer and employee contribute a certain percentage of the employee’s basic salary and some allowances to the Retirement Savings Account (RSA) of the employee and also ensures that the pension assets meet the pension liabilities. 
To this end, the Federal Government has since July 2004 started discharging its obligation through making timely pension contributions into a special account opened with the CBN.  These contributions would eventually be transferred into the individual RSAs of the employees after full operational licences are issued to the PFAs and PFCs.   
In its design, the new pension scheme is not intended to short-change any employee.  Therefore, any worker who is qualified for gratuity or for both gratuity and pension under the old pension scheme would be given his/her accrued pension rights.  These benefits would be actuarially determined to make sure that every worker receives what is due to him/her.  PenCom has recorded a remarkable progress towards the computation of these accrued pension rights.  
However, the accrued pension rights would not be paid to every worker one-off.  Bonds will be issued to qualified employees to the tune of their accrued benefits.  These bonds are redeemable only at the time of retirement. 

Applications for PFA and PFC Licences
Ladies and Gentlemen, it would be recalled that 13 out of 27 applicant companies were issued A-I-P for licence to operate as PFAs.  Already, all the 13 successful applicant companies were issued their A-I-P letters while those that could not meet the requirements for the issuance of A-I-P were also issued letters specifying the reasons why their applications were not successful.  
I believe the rigorous evaluation criteria used in the evaluation of these applications were the most meticulous ever in the history of our great nation.  All the promoters, proposed directors and top management staff of the applicant companies were subjected to thorough fitness and properness due diligence in order to make sure that they deserve the confidence of the nation to be given the task of managing pension funds. Not less than 10 security and/or supervisory and regulatory agencies were involved in this evaluation process.  
Similarly, the 6 applications PenCom received from applicant companies for licences to operate as PFCs were evaluated by observing the same criteria and standards.  I would wish to once more express PenCom’s profound gratitude to all the agencies involved for their invaluable assistance.
Approval-In-Principle issued for the PFC Licence
After due consideration for all the set criteria for the issuance of PFC licence, the Board of the National Pension Commission has approved the issuance of Approval-In-Principle to the following …. Prospective PFCs:
It is pertinent to advise the successful applicants on the need to fully be aware of all the rules and regulations governing their operations and all the requirements issued by PenCom for their guidance.  
Terms and Conditions of the Approval-In-Principle

As with the A-I-Ps issued for licence to operate as PFAs, the A-I-P for licence to operate as PFCs would be valid for a period of 90 days from the date of issuance.  Successful applicant companies will further be required to undertake to comply with certain requirements before they would be granted the licence to commence full operations.
Pension Contributions

As mentioned earlier, pension contributions have commenced in July 2004 for the public service of the Federation and the FCT.  This marked the beginning of the implementation of the new pension reforms in the country.  The money collected is deposited in a special account with the CBN and is being invested in Nigeria Treasury Bills to make sure that contributors will not only receive their money back but also some interest.  
PenCom is of the opinion that contributions should not be dormant but some level of investment must be maintained until such a time when PFAs are fully licenced and employees opened their individual RSAs, then the contributions should be credited into these accounts. 

The Federal Government has so far contributed a total sum of N….. for employees working in the public service of the federation.  It is expected that with this trend, contribution of federal employees into the industry will be about N …. annually.  
Ladies and Gentlemen, the scheme took off in January 2005 for the private sector employees.  All employers of labour in the private sector with 5 or more employees were expected to be on the scheme, open temporary RSAs for their employees and commence the deductions in January this year.   It will be recalled that PenCom had issued guidelines to this effect in some National Dailies during the fourth week of December 2004.   
Private organisations with pension schemes that provide more to their employees than the minimum recommended by the Pension Reform Act 2004 were directed not to review the contributions downwards.  However, private organisations that meet certain conditions could be allowed to continue with their existing scheme under certain conditions.  Those that wish to manage their own scheme can apply for Close Pension Fund Administrator (CPFA) licence.  It is in this regard that I would like to mention that PenCom had so far received 2 such applications.

Computations of Accrued Pension Rights
The summary of the estimated accrued benefit liabilities by sector shows that Core Civil Service, Education, Military, Police, Custom & Prisons have N543.01 billion, 327.15 billion, 455.51 billion, 341.85 billion and 119.56 billion respectively.  Therefore, the total estimated figure for the accrued benefits is N1,787.08 billion.  However, this did not include figures from Ministries, Departments and Agencies that are yet to return their confirmed personnel schedules.
These computations were based on the assumption that the accrued benefits were computed with effect from 30th June 2004.  The computation also assumed that employees of individual MDAs could be grouped based on grade levels and the last step for each grade level was employed.  Estimated life span per gender is as determined from actuarial Tables A55.  The coefficients of gratuity and pension are as provided in the First Schedule of the Act or by the authorised officers of the concerned MDA.  Finally, annuity factor based on interest rate of 10% is used to perpetuity.

