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The Effect Of COVID-19 On

N The Pension Industry
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Pension funds, which plays a key
role in the economic development
of many countries have suffered
some setbacks. In fact, any event
that appears likely to disrupt the
growth of an economy will in in-
evitably affect pension funds.

CONTRIBUTORS “Pension funds are collective in-
Gideon Osei Poku vestment undertakings (UCITs)
Seth Sackey that manage employee savings and

retirement. Their primary objec-
tive is to provide pensioners who
have reached retirement age with
income in the form of a lifetime
pension or capital”
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Some businesses have folded up
resulting in loss of jobs as oth-
ers that are still in operations are
struggling to pay their workers
let alone pay their social security

contributions which many businesses, over the years, try to
avoid even in good times. The pension industry has there-
fore seen a reduction in pension contributions.

Today, some of these businesses are opting for the Gov-
ernment’s stimulus packages for survival. Following the
economic hardship, the COVID-19 pandemic has brought
across the country and the world at large, the government
has allocated some GHS600 million as soft loans to Mi-
cro, Small and Medium Enterprises (MSMEs), with up to
a one-year moratorium and a two-year repayment period
with an interest rate of three percent

Such companies clearly, will not be able to pay social se-
curity contributions for their workers during their revival
and this may continue for a while.

Employers who fear to be prosecuted for failure to pay
pension contributions of their workers have changed their
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employment terms to avoid compulsory payment of 1st
and 2nd Tier contributions. This has led to a shortfall in
the pension funds available for investment by the pension
scheme providers in the country.

Apparently, some workers who have lost their jobs due to
COVID -19 have also been forced to withdraw from the
funds to mitigate the hardship they are going through.
These workers do not see themselves finding jobs anytime
soon and therefore have to withdraw from the mandatory
2nd Tier Occupational Pension scheme, taking advantage
of the section 101 subsection 2 of the National Pensions
Act, 2008 (Act 766).

The recent amendment of the Revenue Act by the Parlia-
ment of Ghana to allow workers affected by COVID19 to
withdraw from the 3rd Tier Voluntary scheme has also
resulted in the spontaneous reduction of the funds under
management by the trustees. It is estimated that about one-
third of the over four billion Ghana cedis accumulated in
the 3rd tier voluntary schemes could be paid out due to this
amendment.

The growth of pension funds directly depends on contri-
butions and investment returns. Therefore, any fall in in-
vestment returns even as we are witnessing now will have a
dire consequence on the funds. The directive by the Bank
of Ghana to the banks and specialized deposit institutions
to freeze payment of dividends will also impact on the per-
formance of pension funds which have an investment in
these banks.

Fixed deposit assets class which has a considerable por-
tion of the pension funds may not also perform well due
to the inability of the banks to give good rates for new in-
vestments as they would have to adjust their revenue per-
formance and expectations due to the pandemic. Some of
these banks are giving interest-free loans and have also al-
lowed delayed in loan repayments as a way of supporting
their clients in this difficult time.

Even though it is acknowledged that COVID-19 is having a
toll on contributors forcing people to withdraw their bene-
fits, care should be taken not to deplete the funds as it is al-
ready under pressure due to the reduction in contributions
and investment returns. International Organization of
Pensions Supervisors (IOPS) has advised that early access
to pension savings should be limited, temporary, and pro-
portionate to actual needs, especially for most vulnerable
groups, and should be withdrawn in a considered manner
to avoid the situation which may lead to a material worsen-
ing of the retirement benefits of beneficiaries.
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Government Will Ensure Pensioners Are Not
Worse Off — Minister, MELR

he Minister for Employ-

ment and Labour Rela-

tions, Hon. Ignatius Baf-
four Awuah has assured Ghanaian
workers that the Government will
do all it can to ensure that pen-
sioners are not worse off during
their retirement.

He has therefore called on all
actors within the pension indus-
try to ensure utmost pragmatism
and vigilance to help safeguard
pension funds in the country.

He was speaking in an exclusive
interview with the Pension Digest
in his office in Accra. He said the
funds of the Ghanaian worker is
entrusted to the industry player
to ensure maximum and favour-
able returns.

He indicated that pension is
perhaps one of the best forms of
social intervention and one of
the worst things anyone can do
to pensions is to misappropriate
funds belonging to pensioners.

He said the primary aim of the
second and third pension tiers
where monies are deducted on
monthly basis and given to pri-
vate schemes of members to in-
vest them on behalf of their mem-
bers was to make it possible to
give them the best of returns and
they will be able to accumulate
huge sums of monies to pension-
ers even as and when they retire.

“So, let us not do anything that
will breach the confidence our
customers have in us. Should that
happen it will also be a big blow
to the pension industry.” Mr. Baf-
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four Awuah stressed.

He expressed the view that
most contributors of pensions
in the country have complained
about bureaucracies and delays
in the processing of their pen-
sion scheme, the Social Securi-
ty and National Insurance Trust
(SSNIT) has been trying to re-
duce the waiting time, “I must
say that some progress has been
made in that direction” adding
that there was the urgent need to
do even better than that.

Mr. Baffour Awuah noted that
people invest in pension funds for
the future and the only way one
can choose a particular Trustee,
Fund Manager or a Custodian de-
pends on the company’s strategy
to grow and protect the fund.

He said there is generally a low
understanding of pensions in the
country and especially for per-

sons who are not in the formal
sector of employment. The Min-
ister noted that the involvement
of such people in pension is very
low so it increases the dependen-
cy ratio of would-be retirees even
as they go.

“Our biggest problem has been
our inability to penetrate the in-
formal sector. It is estimated that
the total number of persons on
the SSNIT pension is about 1.6
million people while we have a
working population of about 11.9
million so it then suggests that
the majority of our working pop-
ulation are not on pension.” He
lamented.

Mr. Baffour Awuah noted that
pension in itself is a social in-
tervention program so if a larg-
er portion of the working popu-
lation are operating outside the
pension scheme, it is an indica-
tion of a big problem.
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Tax Relief For Contributors Amidst
Covid- 19 Pandemic

ife in Ghana and all over
Lthe world has been se-

verely affected by the
Novel Corona Virus. The rapid
spread of the COVID- 19 has
brought some developed econo-
mies to a standstill. Day in day
out, the numbers of confirmed
cases in Ghana and across the
world keeps rising and precious
lives keep dropping like leaves
on a dead tree.

In Ghana and across the world,
industries, companies and pri-
vate institutions have been neg-
atively affected by the pandemic.
The closure of borders, the dec-
laration of full and partial lock-
downs in many countries have
caused industries such as avia-
tion, transport, hospitality etc
to tremble. Many private firms
in these industries and other
affected industries have sort to
salvage this unexpected circum-
stance by closing some branch-
es, laying off workers and re-
questing staff to accept pay cuts
in an attempt to reduce cost.

The unfortunate situation has
caused poverty and financial
hardship to many individuals
who have lost their jobs or have
their business collapsed due to
the COVID-19 pandemic. This
situation is worrying because
many of the affected people do
not have enough savings to fall
on during this period and the
thought of not being employed
until things get back to normal
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makes it very frightening.

In Ghana, some individuals
have called on the government
to put in place schemes to help
alleviate the plight of businesses
and individuals who have been
directly affected by the Corona-
virus. Many have suggested that
individuals who have contribut-
ed to the Social Security and Na-
tional Insurance Trust (SSNIT)
and have lost their jobs due to
the COVID- 19 pandemic must
be allowed to make a withdraw-
al from the 1st Tier Pension
Scheme (SSNIT Scheme).

However, the SSNIT Scheme
is a defined benefit scheme by
which the average of the best
three (3) years salary and the
number of months/years of
contribution known as pension
right earned is used to deter-
mine the benefits a contributor
is entitled to. Under the Three-
Tier Pension Scheme, a contrib-
utor must be able to contribute
for a minimum period of 180
months or 15 years to the 1st
Tier Pension Scheme (SSNIT
Scheme) to qualify for full ben-
efits. A contribute who is unable
to meet the minimum contrib-
utory months or years will re-
ceive an old age lump sum from
SSNIT without any monthly
benefit upon retirement. The
question then is, should it be
made possible for individuals to
make a partial withdrawal from
the SSNIT Scheme, would it be

a portion of the years contribut-
ed? Example; an individual who
has made 10 years contributions
is allowed withdrawal of four
years contributions, the person
will now have six years contri-
bution with SSNIT. This scenar-
io would greatly affect a lot of
contributors in the long run be-
cause most contributors may not
be able to meet the minimum 15
years contributions before 60
years due to the deduction of
years for the partial withdrawal.
This means they would not re-
ceive any monthly benefit when
they go on retirement. Moreover,
even if individuals can meet or
contribute above the minimum
15 years after the deduction, it
will reduce the pension rights of
contributors which means upon
retirement, their monthly bene-
fits will reduce.

In response to the numerous
calls on government to compel
SSNIT to allow affected con-
tributors to withdraw from the
SSNIT scheme, Parliament on
the advice and recommenda-
tion by the National Pensions
Regulatory Authority (NPRA)
amended the Income Tax
(Amendment) Act 2015 to ex-
empt withdrawals from the 3rd
Tier voluntary Provident Fund
and Personal Pension Schemes
from tax. continued on Pg.6
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Private Pension Schemes Statistics

(3-Pillar) Pension Scheme. The pri- Pension Schemes. This data provides informa-
vate pension schemes (defined con- tion on the growth of private pension schemes
tribution plans) consists of a mandatory 2nd in Ghana from 2016 to 2019
Tier Occupational Pension Scheme and a Vol-

Ghana operates a contributory 3-Tier untary 3rd Tier Provident Fund and Personal

20 — 17,363,269,255.'14

15— 13,013,606,576.00
11,023,178,469.40

10 792 946,26168

2016 2017 2018 2019

Distribution of Private Pension Funds
under Tiers 2 &3 (2019)

4,263,261,146
Share (%)

B Tier2

. Tier 3

13,100,008,109
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Private Pension Schen(les Sdgatisti)cs
continued from Pg. 5

The National Pensions Act provides for assets classes that are permissible for investment of pension funds.
These assets are guided by the guidelines on investment approved by the Authority inline with the Act. The
data below provide information on investment of pension fund in various assets classes.

Asset Class

Percentage (%)

GOG Bonds
Fixed Deposits
Treasury Bills
Mutual Funds

Corporate Bonds

—h

14.51

Note: "0 therinvestments refersto Schemes thathad notsubmitted the required investment
reports hence such funds could notbe appropriately classified.

Tax Relief For Contributors Amidst

(continued from Pg. 4)

The NPRA further issued a
guideline to operationalized
the amendment of the Income
Tax Act. According to the Au-
thority, contributors who have
been directly affected by the
pandemic can withdraw from
their provident funds under the
3rd Tier Pension Scheme which
will be tax-exempt, contributors
of personal and group personal
pension schemes are also al-
lowed to make a full withdraw-
al from their savings account
without any tax implications.

i 6 Ensuring Retirement Income Security

The initial position of the law
with regards to withdrawal from
the 3rd tier pension scheme was
that contributors of a 3rd Tier
Provident fund scheme could
only enjoy tax exemption after
10 years of contributions whiles
withdrawal from the personal
pension scheme should be after
5 years.

Any withdrawal before these
periods would have attracted a
15 percent tax on the amount
being withdrawn.

Workers who were fortunate to

have a provident fund scheme
registered as a 3rd Tier Pension
Scheme and have been affected
by COVID- 19 may have part
of their plights alleviated by this
intervention from the govern-
ment. Those who also took the
opportunity to enrol on a per-
sonal pension scheme would
now have a financial cushion to
fall on during this unexpected
period.

Credit: Ivan Ashley-Lawson
(Staft Of NPRA)

inemag a‘ info@npra.gov.gh
Seswer



T HE

P ENSIONS

DI GEST

J UN E ,

2 0 2 0

The Staft of Burma Camp Educated On

. 3-Tier Pension Scheme

r I ~he National Pensions Reg-
ulatory Authority as part of
its education and sensitiza-

tion programme has educated the
civilian staft of Ghana Armed Forc-
es on the Implementation of the
3-Tier Pension Scheme. The staff
were taken through a presentation
on pension reformsin Ghana, man-
agement and payment of benefits
under the 3-Tier Pension Scheme.

Mrs. Rosina Akrofi, the Corpo-
rate Affairs Officer of NPRA in
her presentation explained the
factors that led to the pension
reforms in Ghana, the various
pension benefits and the vari-
ous institutions responsible for
the payment of these benefits.

Capitan Anokye Boakye who
heads the civilian establishment
expressed the concerns of staff that
although they are satisfied with
the management of the 2nd Tier

scheme with the indication on
their 2nd Tier benefits statement,
they are worried of the past cred-
it being paid by SSNIT. She indi-
cated that the past credit is very
insignificant and that the Author-
ity should do something about it.

They also expressed the concern
about interest not showing on their
2nd Tier contribution statement be-
tween the period of 2010 and 2017.

In responding to some of the con-
cern of the staff, the Assistant Man-
ager, Corporate Affairs, Mr. Frank
Anderson, said the Authority had
engaged SSNIT and that SSNIT
has accepted to pay 100% Treasury
bill rate on the past credit contri-
butions from 2010 in compound
interest. He also indicated the
Authority is in engagement with
SSNIT and other stakeholders to
get SSNIT to pay appropriate inter-
est on contributions before 2010.

On the issue of statements with-
out interest, Mr. Anderson indi-
cated that the Authority has not
approved the release of any state-
ments on contributions from pub-
lic sector workers as the contribu-
tions on the said period are being
worked on. He urged them to write
officially to NPRA for an investiga-
tion to be conducted on the matter.

Mrs. Akrofi in her closing remarks
urged the management staff of the
civilian establishment to encourage
their staff to consider contributing
into the 3rd Tier Voluntary scheme
to enhance their pension benefit
since the scheme has no age limit.

In all, thirty-eight manage-
ment staff of the establishment
drawn from the various Mili-
tary Camps in Accra participat-
ed in the education programme.
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Information Minister Pledges Support To

The Minister of Infor-
mation, Hon. Kojo Nk-
rumah has pledged his sup-
port to the National Pensions
Regulatory Authority in its
education campaign for the
informal sector. He said, “edu-
cating the public on pensions
is a good initiative and that
the ministry will support you”

The Minister said this during
a courtesy call on him by the
management of the National
Pensions Regulatory Authori-
ty. He bemoaned the situation
where workers begin to think of
their pension and their expec-
tations very late in their work-
ing life. The Minister indicated
that most workers fail to plan
and that goes to affect them
on their retirement. He was
therefore pleased to hear that
Authority plans to engage the
Information Service Depart-
ment under his ministry to em-

i 8 Ensuring Retirement Income Security

NPRA’s Sensiti

[

bark on a nationwide awareness
creation campaign to sensitize
and educate the public on pen-
sions and retirement planning.

The Chief Executive Officer of
the Authority, Mr. Hayford At-
tah Krufi in his remarks indicat-
ed that the Authority embarked
on the campaign to sensitize in-
formal sector workers on the rel-
evance of pension as part of ef-
forts to reduce old-age poverty.

He said the Authority has
been working with the region-
al offices of Information Ser-
vices Department (ISD) in
its educational programmes
in the regional capitals.

Mr Atta Krufi further indi-
cated that the call is also to
seek the Ministry’s support for
more collaborative effort since
the Department has the exper-
tise in communicating poli-
cies of government to the local

zation Effort.

people in a manner that they
understand and appreciate.

The Hon. Minister in his clos-
ing remarks directed Infor-
mation Service Department
to liaise with the Authority to
develop a plan for the cam-
paign. He congratulated the
Authority on its 10th anniver-
sary and urged the regulator to
do more in educating the pub-
lic on the relevance of pension.

Present at the meeting were,
Director of Information Ser-
vices Department, Mr. Charles
Wereko; Mr. Ebenezer Owusu
Ansah, Deputy Director of
Operations of ISD; the Dir. of
HR & Admin, Mrs Drusilla
Frimpong, NPRA; the Dir. of
Finance, James Addai, NPRA;
the Head of Corporate Affairs,
Nana Sia Twum and Mr. Frank
Anderson, Assistant Manag-
er, Corporate Affairs, NPRA.
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Teachers In Kwehu West Municipal
Assembly Educated On Payment Of
Pension Benefits Under The 3-Tier Pension

eachers of Kwehu West
Municipal Assembly
have been educated on

how they can access their retire-
ment benefits upon retirement.

Mr. Frank Anderson, Assistant
Corporate Affairs Manager of
NPRA made a presentation on the
3-Tier Pension Scheme and took
the teachers through the manage-
ment of the 2nd tier scheme. He ex-
plained that workers who are retir-
ing from January 2020 will access
their pension benefits under the
3-Tier Pension Scheme. He further
explained that such workers will
receive their monthly pension from
SSNIT and their lumpsum from the
2nd -Tier Pension Scheme man-
aged by trustees and not NPRA.

Mr. Anderson indicated that five
schemes have been set up for pub-
lic sector workers including GES

S5aa¢ ) Ensuring Retirement Income Security
o

Scheme.

Occupational Pension Scheme for
workers in the educational sector,
Judiciary Service Occupational
Pension Scheme for judicial work-
ers, CLOSSAG Occupational Pen-
sion Scheme for Civil servants and
Health Sector Occupational Pen-
sion Scheme for those in the health
sector. He went on to say that public
sector workers who do not belong
to any of the four schemes have
also registered Public Sector Work-
ers Occupational Pension Scheme,
making a total of five schemes.

He said Controller and Ac-
countant General’s remits the tier
2 contributions of these work-
ers directly to their schemes and
therefore stressed on the need
for everyone to know who their
trustees are, their contact details
and location so that they will not
be frustrated when they retire.

The Municipal Welfare Secre-
tary of Ghana National Associ-
ation of Teachers (GNAT), Mr.
Charles Gyamfi promised to call
the administrator of their scheme
to give them more information on
the performance of the scheme
and the procedures for claim-
ing benefits under the scheme.

According to the teachers, until
they were educated by the NPRA,
they do not know where to access
their pension benefits, whether
their benefits will be paid under the
3-Tier Pension scheme or the old
SSNIT scheme. Mostofthe teachers
were between the aged between 55
to 60 years who are about to retire.

The teachers were also advised
to consider contributing to the
3rd Tier Voluntary scheme to
enhance their pension benefit
since the scheme has no age limit.
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Staft Of Wildlife Division Of Forestry Commis-
sion At Kumasi Z.oo Sensitized On The 3- Teir
Pension Scheme

efore the restrictions

on social gatherings

put in place by the
Government of Ghana due
to the Covid-19 pandemic,
the Kumasi Zonal Office of
the National Pensions Reg-
ulatory Authority on the
10th March 2020 conduct-
ed an education and sensi-
tization programme for the
staff of Wildlife Division
of Forestry Commission at
Kumasi Zoo.

During the programme, the
Corporate Affairs Officer

i ‘| 0 Ensuring Retirement Income Security

advised the staff to regu-
larly request for statements
for both Tier 1 and Tier
2 contributions to be able
to identify omissions and
anomalies to be corrected
in due time to prevent de-
lays in payment of pension
benefits on retirement.

He again advised staff to
update details of beneficiar-
ies stated for both Tier 1
and Tier 2 schemes, as well
as any other investment to
make it easier for benefi-
ciaries to claim survivor’s

benefits if the contributor
passes on.

The Head of the manage-
ment of the Zoo, Dr. Ziekah
added that he would invite
one of the Corporate Trus-
tees to help in the registra-
tion of its staff under the
3rd-Tier pension scheme
for them to take advantage
of it which will help increase
their pensions and limit the
intake of loans and also rely-
ing on their children when
they go on retirement.
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COVID-19 : Do’'s And Don’ts

At The Workplace

Wear A Nose Mask

Wash Your Hands With Soap
And Water Frequently.

_ |\ Cough And Sneeze Into Your
Elbow.

49 (39
&

Keep A Minimum 1.5 Meters
Distance From Colleagues.

Use Tissues once and Dippose
in Closed Bins.

e

Do not touch Mouth, Eyes, Nose.

Do Not Shake Hands & No Hugs.

Stay Home, If ill

devek
ﬂ(m Do Not Use Crowded Lifts
o

Avoid Touching Office Surfaces

DISCLAIMER: The informationin this document is based on simplified scientific data. It is not claimed to exhaustive. Information was collated to the best knowledge, based
on currently available information from the following sources: World Health Organisation, European Commission, European Centre for Disease Prevention and Control,

European Medicines Agency. NPRA cannot be held liable for any damages of nature whatsover resulting from the use or reliance to the information contained in this

document.
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Pensions Industry Donates To COVID- 19 Trust

Fund

he Chief Executive Of-
ficer of the National
Pensions  Regulatory

Authority, Mr. Hayford Attah
Krufi has led a seven-member
delegation to present a cheque
of Two Hundred and Fifteen
Thousand Ghana Cedis (GHS
215,000.00) to the National
COVID- 19 Trust Fund on the
16th June 2020 at the Jubilee
House in Accra. The amount
was raised from contributions
by the Authority and seven Cor-
porate Trustees.

Speaking at the donation, Mr.
Hayford Attah Krufi said: “on
behalf of the Board, Manage-
ment of NPRA and the Pensions
Industry represented by their
Chamber, we present a cheque of
GHS 215,000.00 to the COVID-
19 Trust Fund to assist govern-
ment’s effort in fighting against
the COVID- 19 pandemic in the
country.’

Receiving the cheque on behalf
of the Trust Fund, the Chair-
person, Justice Sophia Akuf-

L
3 a
=S58 fJ Ensuring Retirement Income Security

fo expressed her gratitude to
the Board and Management of
NPRA and the Trustees of the
pensions industry who made
contributions for the donation.
“The Trustees of the COVID- 19
National Trust Fund, as well as
the people of Ghana, are most
grateful for the donation. This
COVID- 19 pandemics came
upon the nation like a thief in
the night and it is still busy rob-
bing. Every day we need funds
to support the combating of it
in the form of PPE’s, supplies of
various types to the health cen-
tres and care centres. We also
need inputs to help support the
needy and vulnerable who have
been afflicted or affected by the

. »
virus.

She assured the delegation
that the donation will be put to
good use and well accounted for.
She promised that the Trustees
of the COVID- 19 Trust Fund
will publish information on the
state of account of the funds
very soon for the public to know
what the monies are being used.

('The following institutions con-

. J/

“we will be publishing quite a lot
of information on what we have
received and where that has
gone to. We will be doing that
reporting to the nation on a very
regular basis.”

~

tributed the total amount of
GHS 215,000.00 which was do-
nated;

1. National Pensions Regulatory
Authority

2. Secure Pensions Trust Limited

3. Pensions Alliance Trust Limited
4. United Pensions Trustees Limited
5. Enterprise Trustees Limited

6. General Trust Company Limited
7. Axis Pensions Trust Limited

8. Petra Trust Limited

P T venra covon JEE ]
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NPRA Relocates It’s Takoradi Office

he National Pensions Reg-
ulatory Authority (NPRA)
has relocated its Takoradi

office to the Vish Tower building
as of 30th March 2020.

The relocation is an attempt to
move closer to major service pro-
viders such as the Social Securi-
ty and National Insurance Trust
(SSNIT) and also to ensure the

Service Providers and the general
public.

The new office building is located
close to the Takoradi market cir-
cle opposite Société General (SG)
Bank and adjacent Garden Mart on
the Kofi Annan street.

The office will continue to edu-
cate workers and the general pub-

lic on the 3-Tier Pension Scheme
and other related pension matters.
It also ensures that employers pay
their Mandatory Basic Social Se-
curity Scheme and the Mandato-
ry 2nd Tier Occupational Pension
Scheme contributions to ensure re-
tirement income security of work-
ers.

Education And Sensitization For Don Bosco

Training And Vocational Institute

he Sunyani Zonal Office
of the National Pensions

Regulatory Authority
has advised final year students
of Don Bosco Technical and
Vocational Institute to pay at-
tention to retirement planning.

Speaking to about 309 partici-
pants comprising of final year stu-
dents, teachers and non-teaching
staff during their annual forum, the
Zonal Manager Mr William Ohene
Adjei highlighted and elaborat-
ed on the relevance of pensions,
the need to plan retirement early,

i ‘| 4 Ensuring Retirement Income Security

the history and the management
of the 3-Tier Pension Scheme.

He reiterated that those who will
begin their life with private insti-
tutions should never connive with
their employer to default the pay-
ment of the mandatory scheme due
to the amount they will be paid for
it which will eventually affect them
in future. “You cannot eat your cake
and have it back” he explained. He
further advised the participants
who are willing to go directly into
skilled trading to voluntarily con-
tribute to the Personal Pension

Scheme under the 3rd Tier Scheme.

Finally, the Zonal Head advice
participants to update their records
with their service providers regu-
larly to reflect their current status.

Participants  expressed  their
delight in the presentation and
recommended that officials of
NPRA should embark on more
of such programmes since the
youth of today are the poten-
tial contributors to the scheme.
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How The Misunderstandings Of Some
Ghanaian Formal Sector Workers Are Making
Them Frustrated On Retirement

t is the dream of every Ghana-

ian worker to have financial

peace during retirement.
While this dream tends to influ-
ence the decisions of many workers
to save more during their working
lives, others, unfortunately, appear
to spend their lives under a rath-
er strange assumption that their
retirement incomes have already
been covered under Tier 1 and 2
of Ghana’s 3-Tier pension system,
hence there is no real cause to save
more.

Although all Ghanaian formal
sector workers are mandatorily
required to contribute to Tiers 1
and 2, the benefits envisaged under
these tiers are expected to provide
the basic income (safety net) re-
quired during the workers’ retire-
ment lives to essentially alleviate
poverty in old age. Generally speak-
ing, it is often not the intention of
the state to over-burden workers
and employers on saving towards
retirement. For this reason, work-
ers contributions to mandatory
pension schemes across the world
are mostly limited to a very small
percentage of their basic salaries to
provide the basic income required
on retirement.

In Ghana, formal sector work-
ers under the National Pensions
Act, 2008 (Act 766) are required
to contribute only 5.5% of their
basic salary to the two mandato-
ry pension schemes namely; Tier
1 and Tier 2. This is complement-
ed with a mandatory 13% of basic
salary contribution from their em-
ployers to make up a total contri-
bution of 18.5% payable to the two
mandatory pension schemes. Out

s Ensuring Retirement Income Security
e

of the 18.5%, 13.5% is remitted to
the Basic National Social Security
Scheme (BNSSS) managed by the
state through the Social Securi-
ty and National Insurance Trust
(SSNIT) as the Tier 1: to provide
monthly pension benefits for up
to 15 years of the worker’s retire-
ment life (though the worker con-
tinues to receive payments if he
or she lives beyond age 75). The
remaining 5% is remitted to a pri-
vately managed registered pension
scheme, as the Tier 2, to provide a
one-off lump sum benefit at retire-
ment.

As noted from the above, it is ap-
parent that adequacy of retirement
income will be of concern to those
workers who have strangely mis-
understood the benefit envisaged
under Tiers 1 and 2. Interestingly,
Tier 1 replaces between 37.5% and
60% of the worker’s basic salary on
retirement depending on the num-
ber of years of work. This leaves a
shortfall in basic salary that needs
to be addressed by the worker to
maintain his or her level of earning
prior to retirement. Even though
the Tier 2 benefit is available on re-
tirement, it partially addresses the
shortfall through the payment of a
one-off lump sum on retirement.
The plight of the worker, on retire-
ment, is worsened by the fact that
he or she will not be entitled to the
allowances enjoyed during his or
her working life and this is of much
greater concern during the transi-
tion from active working life to a
life on retirement. Additionally,
most workers do not enjoy medical
cover from employers after exiting
employment and for this reason,
their expected income from Tier 1

and 2 will be appropriated to meet
their medical needs during retire-
ment.

To effectively deal with this short-
fall and its related consequences
during retirement, it is crucially
important for workers to addition-
ally set aside part of their earnings
to other retirement plans to sup-
plement those mandatorily insti-
tuted by the state. To assist workers
in this circumstance, Act 766 al-
lows for workers to make an addi-
tional contribution of up to 16.5%
of their earnings to privately man-
aged voluntary pension schemes,
described as Tier 3, to assist work-
ers to save more towards their re-
tirement life. The contributions to
Tier 3, together with those made to
Tiers 1 and 2, grant a total tax relief
of 35% to both workers and their
employers. As such it is more ben-
eficial for formal sector workers to
contribute to Tier 3 to effectively
reduces their tax burden.

Consistent with the misunder-
standing as explained above, only
a few formal sector workers, as
available data suggest, have taken
advantage of Tier 3 to save more
toward their retirement. For most
of those enrolled under Tier 3, its
often as a result of deliberate pol-
icies of their respective employers
to set up those schemes as a way of
attracting the best among the la-
bour force, as well as keeping them
over longer employment terms.
Majority of workers do not on their
own volition contribute to Tier 3
schemes. continued on Pg.20
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The Three Tier Pension System In Ghana: Role
Of Fund Managers

hana has run some
structured  pension
systems. Even in

pre-independence era, a va-
riety of provident funds were
developed as a way of offering
retirement income for work-
ers. Pension system in Ghana
metamorphosed over the years
leading to the establishment
of the Social Security and Na-
tional Insurance Trust (SSNIT)
in 1965 to oversee pensions in
the country. In the passage of
time, it became apparent that
retired workers lacked satisfac-
tory financial security leading
to the introduction of reforms
through the National Pensions
Act (Act 766) in 2008, fully
implemented in 2010 with a
Three Tier pension system. It
broke SSNIT’s monopoly in
the administration of pensions
in Ghana and introduced oth-
er private service providers
such as Trustees, Pension Fund
Managers and Pension Fund
Custodians with the National
Pensions Regulatory Authority
(NPRA) as a regulator over the
players.

Under the current pension
system, employee and em-
ployer contributes 5.5% and
13.0% of worker basic salary
respectively of which 13.5% is
managed by SSNIT in a man-
datory Basic National Social
Security Scheme for all workers
in Ghana as Tier I. The remain-
ing 5% forms the mandatory
contribution under Tier II into

i ‘| 6 Ensuring Retirement Income Security

a defined Occupational Pen-
sion Scheme whilst Tier III is
additional voluntary contribu-
tions by workers and employers
under provident fund scheme.
Contributions up to 16.5% of
basic salary is tax exempt. The
Tier III also includes Personal
Pension schemes design to for
the informal sector workers.
Tier II and III contributions
are managed privately by ap-
proved Trustees with assistance
and advice from Pension Fund
Managers and Custodians. So,
pension fund managers play
key role in pension scheme
management in Ghana.

Pension assets under the Three
Tier Pension system has experi-
enced upward trend. Data from
the NPRA shows that total pen-
sion asset increased by 123%
between 2014 and 2018, reach-
ing GHC22.2 billion by the end
of 2018. A system fund manag-
ers are the active economic ac-
tors and facilitators.

The regulator has over the past
ten years successfully adjusted
the pension system to address

emerging challenges.

Moving ahead, the efficien-
cy of fund managers of pen-
sion funds in their role would
be key to the growth and well
managed pension schemes.
Fund managers are expected to
provide advisory on the best fi-
nancial instruments to invest in
for satisfactory returns, mind-
ful of the risks there are. Clear
safe guards by way of invest-
ment policy guide introduced
by the Regulator and the pen-
sion scheme’s investment strat-
egy approved by the Trustee
directs and guides fund man-
agers in investment decisions
in order to provide security of
the scheme funds for pension
contributors. Key players in the
system as they are, it is expect-
ed that Fund Managers would
be guided by current socio-eco-
nomic impact of the covid-19
pandemic in Ghana and glob-
ally.

Credit: Kwame Idrisu

(Pension Analyst Of Delta Capital
LTD.)
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Profile On Delta Capital Limited

elta ~ Capital
Limited is a
fund man-

agement firm licensed
and regulated by the
Securities and  Ex-
change Commission of
Ghana. It is also regu-
lated by the National
Pensions  Regulatory
Authority for man-
aging pension funds. The company has operated
business the past five years and has a proven record
of an experienced fund management team which
brings together creativity and skills to deliver cut-
ting-edge fund management services to investors

and pension contributors. The company is a key
player in the investment banking and pensions in-
dustry in Ghana, having helped many investors join
the investment ladder to invest for their future use.
The asset base and pension funds being managed
by the company has grown steadily over the period.

It recommends investment products or securi-
ties suitable to the investor’s appetite and interests,
considering their circumstances and preferences.

It also provides corporate finance and advisory ser-
vices for corporates including small and medium
scale firms (SMEs) and start-ups. This service has be-
come most relevant considering the impact of COV-
ID-19 pandemic on the economy and businesses.

Ca'pital \ 4

Contact Us For

Pension Fund Management
Asset Management
Financial Advisory

0303936754
www.deltacapitalghana.com

Delta House, Barnes Road, Adabraka, Accra
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How COVID-19 Can Affect Your Pension

nomically disruptive events

would almost always im-
pact the financial ecosystem.
As pension funds form part of a
nation’s or global financial eco-
system, they would be affected
when there is an event that rip-
ples the system. COVID-19 or
Coronavirus outbreak has been
an economically disruptive
event and would thus have some
impact on pension funds in the
country.

COVID-19 & Ghana's
Economy

I n various ways, such eco-

The pandemic would affect
pension funds differently in
various parts of the world de-
pending on the framework(s)
that govern the management of
pension funds. These could be
in the structure, investment cli-
mate, regulation and the entire
collective instruments that drive
pensions. This article would,
however, look at the real and
speculative impact of the Coro-
navirus pandemic on pension
funds in Ghana.

As stated earlier, every event
that impacts the larger economy
or financial system would im-
pact pensions as well, and COV-
ID-19 has shaken the economy.
A number of projections have
been made about the econo-
my including the fact that we
should expect a recession. The
World Bank has revised Ghana’s
Gross Domestic Product (GDP)

a ‘| 8 Ensuring Retirement Income Security

Fund

growth from 6.8 percent to 2.5
percent. People have lost jobs,
businesses shut down and con-
tracts are lost, some of whom
would never be recovered. The
country’s credit rating was been
downgraded by Moody’s. These
are some fallouts from COV-
ID-19 on Ghana’s economy.

COVID-19 & Pension
Funds

Pension funds would feel the
impact of COVID-19 in terms
of contributions, withdrawals
and investments which all have
an impact on pension funds
through variable yield. This is
true for defined-contribution
pension funds, 2nd and 3rd
tier schemes in Ghana. Funds
under these schemes earn value
through contributions and in-
vestment returns less the cost of
running the scheme. Therefore,
if investment returns slump, the
growth of the fund and there-
fore its value within the period
would be negatively affected.
The impact would be felt at both
the overall fund level and also
the individual (contributor) lev-
el. Equities and equity-based
mutual funds that offer varia-
ble returns are most likely to
be hit. It is expected that they
would recover over time when
situations normalize. It would
however affect the contributor
who is taking out their funds
now. They would take home a
lower value due to the position
of equity-based investments

within the fund. One factor
that offers respite, is that fact
that most schemes may not have
more than 10 percent of their
portfolio in equity-related in-
vestments.

Global Market vs Local
Market

As a further illustration, the
movements in the global oil
market is expected to reflect in
the local oil market. Oil stocks
on the Ghana Stock Exchange
(GSE) would be affected at some
point. They could however
pick up if situations normalize.
However, there could be other
companies on the stock markets
who would also have gained as
a result of the Coronavirus out-
break. Health and technology
companies are notably gaining
grounds.

As Ghanas markets are not
too sensitive to global patterns,
the equities on the GSE may
not be affected now or may do
much later. If there are any lo-
cal shake-ups the loss (or gain)
to your pension fund would,
therefore, depend on which
companies’ stock trustees have
invested in. Again most (pri-
vately-managed) pension funds
in the country do not have large
exposures to the stock or equi-
ty market as earlier mentioned.
Therefore, if COVID-19 brings
down the value of equities, pen-
sion funds may not be badly af-
fected. continued on Pg. 19
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How COVID-19 Can Affect Your Pension

Flllld. (Continued From Pg. 18)

Fixed Income in COV-
ID-19

With fixed income asset class
grouping (government bills,
bonds and bank’s fixed deposit),
where rates promised are usual-
ly not altered, there may not be
losses in already running invest-
ments. However, there could
be future losses. The Bank of
Ghana has reduced the poli-
cy rate from 16% to 14.50% as
a way of mitigating the impact
of COVID-19. Banks in the fol-
lowing suit have reduced the in-
terest rate at which they borrow
from the market.

Banks may not be able to give
good rates for new investments
as they would have adjusted
their revenue expectations by
giving interest-free loans and al-
lowing delayed loan repayments
among others. As reflected in
the recent auction for Govern-
ment bills and bonds, Govern-
ment has done same by lowering
their rates for new investments
by as much as 175 basis points
for the 3-year fixed-rate bond,
all of which is as a result of the

Coronavirus outbreak.

Employment & Cash Flow
Factors in COVID-19

Ability to contribute recedes
when people lose jobs. There is
also the tendency for contribu-
tors to partially or fully redeem
their pension funds, especially
in the case of 3rd tier funds.

Early retirement would make

o,
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persons take their benefits ear-
lier than expected, causing them
to lose future earnings into the
fund. Individuals may take ear-
ly retirement because they lost
their jobs in the COVID-19 era
and couldn’t see themselves into
another employment.

Withdrawals from the volun-
tary 3rd tier funds (which also
has a penalty of 15%, if the fund
is less than 10 years) would re-
duce the value of an individual’s
final value. Coronavirus could
cause cash flow problems that
can lead to early withdrawals of
pension funds.

Continuous contribution,
non-withdrawals  (retention),
good investment returns are all
the factors that push pension
funds to grow. Consequently,
their slacking would impact on
the overall fund level, as well
as at the individual level. Of
course, if a contributor partially
withdraws from their 3rd tier in
these times, they should know
that it would affect the final val-
ue of their benefit when they are
ready to completely draw down
on the benefit.

SSNIT 1st Tier

The case is different with the
SSNIT 1st tier pension. The
loss to an individual is where
a contributor loses their job
therefore their employer’s
contribution. As the num-
ber of months of contribu-
tions is considered in arriving

at a persons pension benefit
(rights), cessation of month-
ly contributions would likely
lead to a loss on a contribu-
tor’s account.

On the corporate scale,
SSNIT would also bear the
brunt of the COVID-19 eco-
nomic impact. The expect-
ed returns on investments
would not be fully realized
thus creating a shortfall. This
Coronavirus situation could
adversely affect the rate of an-
nual adjustments SSNIT gives
to retirees. The aggregate
contribution from the work-
ing class is also reduced when
unemployment goes high as
has been predicted with the
pandemic. SSNIT could also
be stretched on paying pen-
sion to retirees but they have
the support of government if
it comes to that.

The Coronaviruss nega-
tive impact on the economy
would, therefore, affect pen-
sion funds at both the cor-
porate and individual levels.
However, the effect of coro-
navirus on pension funds
in Ghana should not be one
that makes the cattle herd run
down the hill.

Credit: Yaw Korankye Antwi

(Management and Retirement
Planning Consultant With M-DoZ
Consulting.)
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Government Justifies It’s Action For Amending

he Government has justified its

action for amending the Tax

law to enable pension contrib-
utors to make some withdrawals from
their saved pensions contributions

As part of measure to help mitigate
hardship on workers in the country due
to the emergence of the COVID-19,
Parliament has amended the Income
Tax (Amendment) Act 2015 to exempt
withdrawals from third-tier provident
funds and personal pension schemes
from tax.

This was to cushion individuals who
have lost their jobs or capital due to the
Coronavirus pandemic. This amend-
ment in fiscal terms will amount to 639
million Ghana Cedis if all funds are
withdrawn under the given circum-
stances.

The Minister for Employment and
Labour Relations, Mr. Ignatius Baffour
Awuah, in an exclusive interview with
the Pensions Digest, intimated that

The Tax Law

there was the urgent need for govern-
ment to do all within its power to find
means of alleviating the hardship some
workers were encountering chiefly due
to the spread of the Coronavirus.

He expressed the view that nobody an-
ticipated the emergence of the disease
and its accompanying devastating so-
cio-economic effects. “As of December,
last year in Ghana when we were do-
ing our planning, nobody foresaw that
within two months or three months the
entire economy could change. it came
all of a sudden and we needed to adjust
to it” He stated.

Mr. Baffour Awuah noted that the
decision factored in the welfare of the
Ghanaian worker as well as the sustain-
ability of pension funds. He said one of
the reliefs or privileges the Government
could give to pension contributors was
the withdrawal from their contributions
at zero interest.

“We came out with this policy to en-

able workers to mitigate the effects of
COVID-19 on us especially when our
children are living with us at home, we
are not going to work and what have

»

you.

He described the policy as a kind of
social intervention programme because
due to the pandemic, some people were
losing their jobs. He said the cost of
living was also going high and if care
was not taken, the situation “will equal-
ly worsen the plight of people so we
thought it will be of the essence to the
general population” He observed.

Because if we are not diligent enough
and anything should happen within
the pension industry that would rath-
er make would be pensioners worse off
than we would rather be adding salt to
their injuries because they are already
suffering from COVID and therefore
there should not be any other suffer-
ing coming from pensions to add on to
their problems.

How The Misunderstandings Of Some Ghanaian Formal

Sector Workers Are Making Them Frustrated
On Retirement (Continued From Pg. 15)

On retirement, when a worker is con-
fronted with the reality of the pension
benefit accrued under the Tiers 1 and
2, he or she becomes highly apprehen-
sive and frustrated. At this crucial stage
of the worker’s life, he or she begins to
point accusing fingers at the state and
other relevant agencies entrusted to
protect the basic pension benefit. Often
time you hear the expression; “I worked
over forty years but I only received a
meagre sum as pension benefit to start
a life that is expected to be workfree”
Now the question I ask here is: “na who
cause am’? The worker, at this point
of no return, then begins to resist the
undeniable fact that his or her pension
benefits have been determined on the
basis of what he or she had contributed
over his or her working life. As the say-
ing goes, “we reap what we sow”.

a 20 Ensuring Retirement Income Security

Admittedly, the state and the agencies
entrusted to manage and protect work-
ers pension benefits have a greater re-
sponsibility to ensure that contributions
are prudently invested to create a higher
value for workers during their retire-
ment live. But the truth is that a pension
scheme’s regulator, trustee, fund man-
ager or administrator cannot perform
“magic” to turn contributions into val-
ues that far exceed what a prudent in-
vestment will offer within the ordinary
course of time. To be honest, the re-
placement income offered by Tier 1 and
the one-oftf lump payment from Tier 2
may not provide adequate income for
many workers on retirement unless they
save more. It is extremely important for
every worker to take their retirement
seriously and save more towards their
future because it is the only surest way

to wealth in retirement.

It is instructive to note that the 5.5%
mandatory contribution from a formal
sector worker applies only to his or her
basic salary and not earnings such as
allowances and bonuses. As such, a for-
mal sector worker, earning allowances
and bonuses, has the financial capac-
ity to save more. Setting aside part of
earned allowances and bonuses to Tier
3 will not only improve retirement in-
come in the future but will also provide
tax relief for current consumption.

Beware! Retirement is real and it is
only a few years away. Take advantage of

Tier 3 now and have a better retirement
life.

Credit: Hayford Amankwah
(Staff Of NPRA.)
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The Facts About Retirement

Africans think about the peri-

od in our 60’s and 70’s where
no company acknowledges our
services. Retirement is no longer
an era of inactivity but a system of
rest from active service so one can
focus on building one’s dream. A
young man of age 20 can decide to
retire at age 40 to focus on other
things than the 8 am to 5 pm rigour
of work and monthly targets. That
means he has 20 years to plan his
financial independence.

If we speak about retirement

Statistics show that in Ghana out
of every 100 retirees only 2% retire
comfortably: these group of people
can buy a 4 bedroom apartment
for their daughter after her wed-
ding ceremony with the man of her
dream without frowning on the ef-
fect of the figures in their bank ac-
count after such transaction. 23%
of these retirees must continue to
work after retirement to increase

R

Retire in Absolute Comfort

their financials and sustain their
livelihood. They make statements
like “T like to work for a hobby”. It’s
not true, nobody works for a hob-
by rather everybody works for re-
turns. The remaining 75% will have
to rely on their family and friends
to survive because of their finan-
cial unpreparedness during their
youthful years or working lives.
Most of our parents in Africa fall in
this category of folks who have to
rely on family and friends for a liv-
ing. They now make their children
their retirement plan and use them
as an escape route out of the pres-
ent gloom of financial decadence.

Statistically proven, you need
not less than GHC 180,000(USD
36000) to take care of a child from
age 4 to 18 years. In Africa, it is at
the age of 35 years that the average
worker in Africa starts making a
meaningful income. We call it take-
home-pay meanwhile that figure

cannot  take
you home
because of

myriads of ex-
penses await-
ing you. And
less than 50%
of the work-
ing class earn
more than
GHC 4,999
irrespective
of their qual-
ification. 'The
load on Africa
alone can pre-
vent you from
planning your
retirement be-

you not to put your money in any
financial sector, however, you can't
toil with your retirement.

A few years ago, I had the privi-
lege of meeting 2,000 pastors of one
of the outstanding ecclesia in this
nation on the caption “RETIRE-
MENT PLANNING SEMINAR
BEFORE, DURING AND AFTER”
These were my closing remarks:
“every living being have the respon-
sibility of having 4 astute financial
independent products which are
RETIREMENT ACCOUNT, SAV-
INGS ACCOUNT, INSURANCE
ACCOUNT and INVESTMENT
ACCOUNT”. If any of these four is
not captured in your living on earth
then your existence is questionable.
I know many of the pastors took of-
fence but I know the truth always
hurts. If you have these things in
place then you are at the position
of fulfilling the scripture that says
“A good man leaves an inheritance
for the children’s children” Plan
your retirement, as you eat for a
living plan your retirement, as you
jog and exercise for longevity, plan
your retirement, as you seek a part-
ner’s hand in marriage and making
babies, plan their future. Take time
out and plan because retirement
comes with challenges, it takes seri-
ous financial planning to avert the
consequences.

Take the RETIREMENT PLAN-
NING BAROMETER to assess the
surety of your financial prepared-
ness. You can start little and end
with a mega amount in your ac-
count. As we all journey towards
preparing for eternity, let us plan
for our retirement. Drop a CEDI

She Retires is Uniquely designed to meet the retirement needs of young and
working age women especially those who do not have a pension plan or who have
stopped contributing to mainstream pensions. She Retires provides the needed
cushion during retirement.

cause the cur-
rent financial
meltdown has
enough facts
to  convince

today, earn a MILLION tomorrow.
Credit: Richmond Duah
(Financial Wellness Advisor)

Why She Retires?
* Because women live longer and need Xtra cash for the Xtra Years.
* Because the rate of old age poverty is higher among women.
* Because your children cannot guarantee your pension.

* Because you need peace of mind at retirement.

* Because you deserve a decent retirement.

* Because you're a Purple Pearl,

Regulated by NPRA
PN
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Tel:0302901500/ 0501149080
Email: info@pentrustgh.com
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Netherlands Government Considers
Unlocking Pensions For Covid-19 Relief

ember of pension-
ers association says
the move would

trap some people in a ‘poverty
pandemic’

People with locked-in pen-
sion accounts may soon be
able to access their retirement
income early for COVID-19
financial relief if the provincial
government amends the Pen-
sions Benefits Act.

Finance Minister Tom Os-
borne told CBC News that
while MHAs have heard from
constituents looking to unlock
their pensions for years, the
calls have been more frequent
since the pandemic hit N.L.

“So the government has
looked at doing consultations,
it's a very complex issue,” he
said.

“If you've got a rush on cash-
ing out pensions, it could affect
the liquidity of a pension plan.
If you cash out your pension,
the money that was supposed
to be there for your golden
years, you're using today. We're
looking at a balance.”

Osborne said the provincial
government must protect peo-
ple’s retirement funds but also
understands those who have
already retired may need some
additional cash while going
through a hardship.

The government is looking

a 2 2 Ensuring Retirement Income Security

for input from anybody from
financial advisors, planned ad-
ministrators and unions to get
feedback on any changes that
could be made. Consultations
will run until September.

“People need a quality of life
in retirement. They also need
a quality of life today,” he said.

Premier Dwight Ball said dur-
ing the governments COV-
ID-19 briefing Wednesday the
province would never make
a decision that would disrupt
the integrity of those plans.

“What’s important here now
is to start an engagement pro-
cess to take a look at this and

see what the impact would be,”
he said.

Ralph Morris, a board mem-
ber of the Newfoundland and
Labrador Public Sector Pen-
sioners’ Association, told CBC
News Wednesday’s announce-
ment might seem like a good
idea to some but will put peo-
ple in a “poverty pandemic”
that will extend well after the
COVID-19 outbreak has dis-
appeared.

“I can see people, who to-
day ... they have diminished
income, or they’re laid off, or
their jobs are lost or whatev-
er the case may be, who may
think this is quick access and
it’s the answer;” he said. “Well,
it’s not”

Morris also worries about
those with spousal benefits.

“If you take this out now, in
one or the other, in many cases
there’s just one pension earner,
then the spouse that they leave
behind is going to have a di-
minished pension,” he said.

“When those people retire on
their own they’re going to drop
even further below the poverty
line with the diminished pen-
sion they will receive.”

Available in other provinces

Larry Short, CPA and senior
financial advisor with Short
Financial, said the provincial
government’s idea is good, and
some other provinces allow it.

“It removes people, in some
cases, from social services,
from welfare, and it allows
them to access the savings that
they’ve had built up over the
years,” Short said.

“If you have a federal plan
there is a provision for this. If
you are in Ontario, or Alberta
or Manitoba there’s also a pro-
vision for it, but in the prov-
ince of Newfoundland and
Labrador it’s very restricted.”

However, Short said some
people could find themselves
in a worse financial situation
later by drawing from their
pension now. 50 Urce: che .03
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“Small is Beautiful””— NPRA Adyvises Informal
Sector Workers to Start Small.

he Tamale Zonal Head

of the National Pen-

sions Regulatory Au-
thority (NPRA), Mr. Alhassan
Yakubu Fuseini has advised
members of the Northern Re-
gional branch of the Ghana
National Tailors and Dress-
makers Association to adopt
and promote the concept
of contributing smaller and
manageable amounts of mon-
ey towards their retirement
through the Third-Tier Pen-
sion Scheme which is one of
the surest way to secure their
old age against poverty.

Makinga presentation dubbed
“Small is Beautiful” during
a sensitization programme
with Ghana National Tailors
and Dressmakers Association
in Tamale, Mr. Fuseini said it
was better for members of the
association to manage small-

s ml%,.
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er pension contributions and
gradually increase their con-
tributions overtime instead
of starting with bigger contri-
butions which cannot be sus-
tained overtime.

According to him, members
of the association who enroll
with any personal pension
scheme or group personal
pension scheme under the
third-tier pension scheme
of their choice should not
be looking at starting with
a higher contribution, but
rather start with small and
manageable daily, weekly or
monthly contributions which
would not affect their busi-
nesses and can be sustain
overtime. “We can get good
and quality returns from the
little contributions we make
over a time until we retire, the
Tamale Zonal Head stressed.

Mr. Fuseini indicated that
pension is about putting aside
some small amount of mon-
ey towards ones retirement
in future and that should not
be too big a burden and hence
must be done with small and
manageable amounts and
gradually increased based on
an increased income.

Explaining the types of in-
formal sector schemes to the
participants, Mr. Fuseini said
workers within the informal

sector could join and contrib-
ute to a scheme of their choice
as individuals or group. He
added that, once a member
(individual or group) joins
a scheme two operational
accounts (personal savings
accounts and retirement ac-
counts) would be created for
the member. The contribu-
tions in the savings account
can be withdrawn at any time
but that of the retirement ac-
count can be withdrawn upon
retirement of the member.

According Mr. Fuseini, the
contribution of the member
would be split into the two ac-
counts in line with the scheme
rules, adding that the law al-
lows a contributor to contrib-
ute any amount that he or she
can afford. He further entreat-
ed members of the association
to take advantage of the tax
exemptions that comes with
pensions contributions under
the third-tier informal sector
scheme to save towards their
old age.

Mr. Alhaji Dauda, The North-
ern Regional Secretary of the
Ghana National Tailors and
Dressmakers Association re-
iterated the importance of
pensions and encouraged
members of the association to
take steps to register with the
trustees operating in Tamale.

P Jvwvenpra govonBEX |
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Guide On Covid-19 Induced Withdrawals

hana has not been
spared of the nega-
tive impacts of the

Coronavirus pandemic which
has almost brought the econ-
omies of the world to their
knees. In Ghana, just as across
the globe, the pandemic has
led to collapse of businesses,
loss of employment and in-
dividual disposable income,
amongst other impacts.

In response to the adverse
effects of the COVID 19 pan-
demic, the government of
Ghana has introduced some
reliefs targeted at supporting
Ghanaians as we fight our way
through the pandemic.

One of the key reliefs was the
amendments of the Income
Tax (Amendment) Act 2015
to exempt persons or contrib-
utors of the third-tier provi-
dent funds and personal pen-
sion schemes from paying tax
when making withdrawal un-
der these schemes due to the
pandemic.

According to the National
Pensions Act, 2008 (Act 766),
withdrawals from the Provi-
dent Fund scheme before ten
years and before five years in
the case of Personal Pension
Scheme by contributors in the
formal and informal sectors
and before retirement, shall
be subjected to appropriate in-
come tax rate which has been

a 24 Ensuring Retirement Income Security

specified in the Income Tax
Regulations, 2016 (L.I 2244)
at 15%.

The amendment is to cushion
workers and contributors who
may have lost their job as a re-
sult of the pandemic.

Following the amendment
of the Income Tax. The Na-
tional Pensions Regulatory
Authority (NPRA) has issued
guidelines to guide trustees,
employers and affected em-
ployees on how to access their
benefits under this relief.

Guidelines

Pursuant to Section 94, sub-
section (4) of the Income
Tax (Amendment) Act, 2020
which states that:

“A withdrawal from a provi-
dent fund or personal pension
scheme before the retirement
age by reason of COVID-19
Pandemic by,

a) Anemployee duetoloss
of permanent employment; or
b) Self-employed person

from the personal savings ac-
count provided for under par-
agraph (a) of subsection (2) of
the section 109 of the National
Pensions Act, 2008(766), is ex-
empt from Income tax”

The Authority directs as fol-
lows:

1) Members of Personal
Pension Scheme may with-

draw the total accrued bene-
fits in their savings account;

2) The procedure for ap-
plying for benefits from Prov-
ident Fund Scheme under
these circumstances is as fol-
lows:

a) The Employer shall
submit a letter to the Trustee
stating its inability to pay its
workers due to the Covid-19
Pandemic thereby laying-oft
its workers permanently;

b) A member who wishes
to make withdrawal, should
do so at the Trustee’s outfit by
completing the appropriate
forms and attaching the rele-
vant documents;

c) The Trustee honours
the withdrawal application
after verifying all documents
submitted;

d) The Trustee shall sub-
mit a monthly schedule (on
the 30th of every month) of
these withdrawals to the Au-
thority through tfc-reports@
npra.gov.gh ;

e) The last payment date
for any Employer who is lay-
ing- off workers due to the
Covid-19 pandemic should be
at least February, 2020 for Jan-
uary, 2020 contributions.

‘ info@npra.gov.gh
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Licensed Corporate Trustees As At Dec 2019
(Licenses Are Valid Until 31 July, 2020).

. Name Of Service

Provider

License
Number

Physical
Address

Contact
Person

Telephone
Numbers

1 Daakye Pension CT13008 3rd Floor Vodafone Building Theophilus 0302-408444
Trust Limited ABC, Junction Achimota Twum 0248-059380
NTHC Trustees CT12014 Martco House, Adabraka, Barbara 0242-142387
Limited Accra Assan
Secure Pensions CT12006 91 OSU Badu Street, West- Nancy Amorkor| 0302-771248
Trust Limited Airport, Accra Armah
Negotiated Benefits Trustl - ~T190)12 Emerold House, Roman- Paul 0266-085929
Company Limited Ridge, Accra Afena
AXis Pension CT12009 # 4 lbadan Avenue, East - Louisa Siaw 0209-735358
Trust Limited Legon, Accra
Enterprise Trustees CT12007 Advantage Place, Mayor Rd,  Theresa 0248-488152
Limited Ridge West, Accra Aggrey
Metropolitan Pensions Metropolitan House 81 Taboon Josephine 0207-758603

Trust Limited

CT12002

Link, North Ridge, Accra

Amartey-Vondee

Petra Trust CT1200] 113, Airport West Dzorwulu, Accra/ Doris 0242-435037
Company Limited 217 Osu Badu Street, Dzorwulu Forson
Kimpton Trust CT13007 | 136 Lo-Bawaleshie road, American Laud Cobby 0244-992142
Limited House Bridge, East Legon, Accra Odonkor
‘|0 Pensions Alliance CT12003 Hse. No. 3, 55A Kakramadu Ras Boateng 0556-590401
Trust Limited Link East Cantonments, Accra 0509-044013
Broadview Trust Akuaba Estate, Spinteex Eugenia 0245-122785
O 1 Limited CT13006 Road, No. 1 Efua Crenstil House | Otweaemma
People's Pension No. 5 Sam Nujoma Road, Alphonse 0508-704636
O 2 Trust Limited CT16001 North Ridge, Accra Abosti
Prestige Pension No. C707/3 Asylum Down, Nii Okai 0244-211282
O 3 Trust CT15002 | acera Adams
14 | Oid Mutual Pensions| ~11 0004 No. 4 Dr. Paul Acquah Street, Sena 0501-609146
Trust Ghana Limited Airport Accra Nyame 0303-968667
Best Pensions E. Plaza, 2 Osubadu Street, Isaac 0560-027403
O 5 Trust limited | ©T19003 | Bzorwuly, Accra Azoska
16 United Pension CT12008 Vanguard House, Shamira 0506-405173
Trustees Limited Independence Avenue, Accra. Nasiru
17 Qlac Financial CT14001 1st Floor of Centenary House, Damian 0244-339210
Trust Limited Tetteh Quarshie Circle Yelbonkang Zaato
‘|8 General Trust CT12010 141/21 Saflo Link, Abelemkpe Bernard 0543-445524
Company Limited Accra Acquaye
19 First Merit CT17001 House No. 18 Dzworwulu Evans Narh 0303-972082
Trust Limited Crescent, Accra Nyakotey 0501-619879
20 Glico Pensions Trustee| ~T1007 1 47 Kwame Nkrumah Avenue,| Leticia Mavis 0501-260873
Company Limited Accra Amoah
21  StalionTrust and | ~112013 3rd Floor Gulf House, Tetteh - Charles 0244-611002
Administration Ltd Quarshie Interchange, Accra| Osei- Akoto
Hedge Pensions National Secretariate CLOGSAG | Christabelle 0202-019457
[22 Trust CT12015 Ministries Stadium Road Accra Yalley

=552 Ensuring Retirement Income Security
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Questions And Answers

1. What is National Pen-
sions Regulatory Authority
(NPRA)?

Ans: National Pensions Regulatory
Authority (NPRA) is a regulatory
body established by the National
Pensions Act, 2008 (Act 766) to
oversee the administration and
management of the contributory
3-Tier Pension Scheme.

2. What is the objective of
NPRA?

Ans: The object of the Authority is
to regulate and monitor the opera-
tion of the 3-Tier Pension Scheme
and ensure the effective adminis-
tration of pensions in the country.

3. Does NPRA have the pow-
er to punish service provid-
ers who go contrary to the
laws and regulations gov-
erning the management of
3-Tier pension scheme?

Ans: Yes. The National Pensions
Act, 2008 (Act 766) has given pow-
ers to NPRA to sanction individ-
uals and Organizations including
service providers who contravene
the laws, guidelines and other di-
rectives issued by NPRA on the
management of pension schemes.

4. Can the Authority prose-
cute employers who have
refused to pay their workers
contributions?

Ans: Yes, the Authority has
been given prosecutorial powers
through an Executive Instrument
to prosecute

employers who fail to pay
their workers contributions to
their respective schemes.

i 2 6 Ensuring Retirement Income Security

5. What are the components
of the contributory 3-Tier
Pension Scheme?

Ans: The contributory 3-Tier pen-
sion scheme consists of:

Ist-Tier - A Mandatory Basic Na-
tional Social Security Scheme

2nd- Tier - A Mandatory fully
funded and privately managed Oc-
cupational Pension Scheme

3rd-Tier - A Voluntary fully fund-
ed and privately managed Provi-
dent Fund and Personal Pension
Scheme

6. Who is a trustee under the
3-Tier Pension Scheme?

Ans: A trustee is an individual or
company appointed to carry out
the purposes of a trust in accord-
ance with the provisions of the
trust instrument and general prin-
ciples of trust law.

7. Who manages the 1st -
Tier of the 3-Tier Pension
Scheme?

Ans: The IstTier is managed by a
Board of Trustees of Social Secu-
rity and National Insurance Trust
(SSNIT).

8. For how long shall the
employer hold the contribu-
tions before remitting it to
the appropriate scheme?

Ans: The contributions shall be
remitted by the employer within
fourteen (14) days after the end of
each month to the scheme.

9.Who manages the 2nd and
3rd-Tier Pension Schemes?

Ans: The 2nd and 3rd Tier schemes
are privately managed by trustees
licensed and approved by the Na-
tional Pensions Regulatory Au-
thority (NPRA).

10. Are the trustees the
only body involved in the
management of pensions
schemes under the National
Pensions Act, 2008(Act 766)
as amended?

Ans: No, the Trustees work with
the Pension Fund Managers and
Pension Fund Custodians in man-
aging pension schemes.

11. Who is a Pension Fund
Manager?

Ans: A Pension Fund Manager
is an investment firm licensed by
Securities and Exchange Commis-
sion.

(SEC) and registered by the NPRA
to provide advisory services to
Trustees on the investment of pen-
sion funds.

12. What is the function of
the Pension Fund Manager?
Ans: The Pension Fund Manager
advises the Board of Trustees in
making prudent investment deci-
sions for good and fair investment
returns of the scheme funds.

13. Can Trustees have phys-
ical access to pension funds
under their management?

Ans: No, Trustees cannot have a
physical access to the fund/money.
The funds are kept by the Pension
Fund Custodian.




NATIONAL PENSIONS REGULATORY
AUTHORITY (NPRA)

ENSURE YOUR EMPLOYER PAYS
YOUR MONTHLY PENSIONS CONTRIBUTION

CONTACT NPRA ON

Head Office
SU Tower, No. 18 Castle Road, Ridge, Accra-Ghana | P. O. Box GP 22331, Accra Central
GPS GA-051-9940 | info@npra.gov.gh | www.npra.gov.gh |Tel : +233(0) 30 296 8692/3

Kumasi Zonal Office: Takoradi Zonal Office:

PLT 3, Block J, Poku Transport Road Vish Tower, 2nd Floor

Near 4 Junction, Asokwa, Kumasi Adjacent Garden Mart, Kofi Anan Street, Takoradi

Tel : +233 (0) 32 239 6114 Tel : +233 (0) 31 200 3309 / (0) 31 200 3282

Tamale Zonal Office: Sunyani Zonal Office:

H/No. 129, Opposite Kaladan Park Behind The Scoreboard of Sunyani Sports Stadium
And Sankplala Station, Tamale Tel : +233 (0) 35 219 7629 / (0) 35 219 7630

Tel : +233 (0) 37 209 9050 / 1
Toll Free: 0800 - 766 - 000 (For MM numbersonly)
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