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Abstract

The work evaluated the implementation of the Pandteform Act 2004 otherwise called the contributory
pension scheme in Federal Tertiary InstitutionSauth East Sates, Nigeria. The objectives of thdystvere; to
find out whether or not the scheme has an impat¢hempayment of retirement benefits to the reteatployees

of selected federal Tertiary Institutions in theitspEast States, Nigeria; to identify reasons lierdelays in the
payment of pension and gratuity in the selectettintions; ascertained how the new pension act mélp to
solve the problem of pension administration in Migetrace the history of pension in three otheuntdes
(USA, Japan, and Canada) to make comparison arsibpmécorporation into the Nigerian Pension AGD2.
The work concentrated on the aspect of the stualytths not been given adequate attention, whitteigap in
literature — Review of the activities of those ifwexl in the implementation of the new Pension Rafdxct
2004 and to find out if the provisions of the Act avell implemented. The work, a survey researctiensse of
research questions/hypothesis. The populationeokthdy is the Federal Tertiary Institutions in 8muth East
States, Nigeria made up of Abia, Imo, Anambra, Enagd Ebonyi States. The target population is the f
randomly selected Federal Tertiary Institutionshi@ zone namely University of Nigeria, Nsukka, Em&jate;
Federal University of Technology, Owerri Imo Stalgtional Root Crops Research Institute UmudikeaAbi
State and Federal Polytechnic Nekede Owerri ImdaeStaata were collected from primary and secondary
sources (interviews and documents). The study eavenly retirees under the new pension schemegtisfée
2007. The study technique applied is the inductivethod because of the nature of the data involved —
qualitative data. The systems theory as propoubgetalcott Parson was used for framework. The stedult
shows that the application of the provisions of #ension Act has a positive impact on the empldyees
retirement benefits or pension and gratuity in gedected institutions. The work concluded by way of
recommending the following: -

Extension of the scheme to the other levels of gowent (Local and State),

Provision of enabling environment for the smoathning of the scheme,

Government should provide relevant legal frameworksure political, economic and necessary supipoithe
scheme.

Pension Commission (PENCOM) should ensure effectiveitory of all players and adequate sanctiorrofg
operators.

Increase in contributions from 15% to 40% to beratidoy the employer/employee at the ratio of 33%7&
25%).

Introduction of multiple pension schemes as is iobtale in advanced countries.

(vii) Proper management of the funds by way @€sting it adequately among others.

Key words: Pension, Reform Act, 2004, Implementation, Feld@mrtiary Institutions, South East States,
Nigeria.

1. Introduction

Pension is a scheme that is designed to take ddte avelfare of pensionable retired workers whingd for
long gained recognition and acceptance. Retirekeverare expected to live comfortably and not tpete on
anybody after they have successfully retired frantiva service. Changes have taken place in the peagion
assets and pension beneficiaries are managedessila of the difficulties experienced by the pensis. The
contributory pension scheme, where both the emplayel employee contribute to the scheme through the
employees’ Retirement savings Account (RSA) is ltitest of these schemes. The Federal Government of
Nigerian brought a change in the, management amdiniégtration of pension funds in Nigeria with the
enactment of the Pension Reform Act 2004. This metvintroduced the contributory Pension scheméhén t
Federal Public Service and Public Sectors; andupethe National pension Commission. The commission
regulates, supervise and ensure effective admatistr of pension matters in Nigeria. The aim o$ tsiudy was

to evaluate the implementation of the 2004 Pensteform Act in federal tertiary institutions in tf8outh
Eastern States of Nigeria. Specifically, the oliyecof the study were to: (i) find out if the newrnsion scheme
has improved the regularity of payment of pensiod gratuity in Nigeria, especially in selected feddertiary
institutions, (ii) ascertain how the new Pensiofom®a Act 2004 has addressed the problems of pension
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administration, (iii) assess the effectivenesshef management strategies of the new pension redotrin the
payment of pension and gratuity and (v) ascertae dhallenges to the implementation of the 2004siBan
Reform Act in Federal Tertiary Institutions in ttf8outh Eastern States, Nigeria. The study was aegurv
research. Data were generated through primary ecmhsglary sources i.e. through interviews/interactections
using unstructured interview questions see Appehdihe secondary sources were books, journal, rgovent
publications and reports. Content analysis was tsedialyses the secondary data and the inductetbad was
used to arrive at a conclusion. The delay in paynoérthe terminal benefits experienced in the oéhgion
schemes had been reduced to the bravest minimuBQ%sof the retirees interviewed received theirrpagt
within three months of retirement. They also agribed their pensions are paid along with the mgonshlary of
the serving officers. 95% of the respondents atiraestrict adherence to the provisions of the few proper
record keeping as well as the employee’s contimstare contributing factors to the workabilitytioé new law.

2. Data Presentation and Analysis: Responses from theinterview questions.

(a) Process of Calculation/Payment of retirememteifies (Pension & Gratuity).

The respondents mainly the pension Desk Officansfioned that the process of payment of retirentemtefits
requires that the person must be leaving the seiica pensionable circumstance; i.e., he must fwtaned
the mandatory age of 50 years, must have workedefmst 5 years and 10 years for gratuity and pensio
respectively. He must have a properly documentedrdeof service with information from his first daf
appointment including transfer and condoned semwigere applicable. The process according to thdwestaff
with the examination/forwarding of the records/ferfilled by the retiree, after which the computatieill be
carried out using the pension/gratuity paymentudation schedule. The new Pension Reform Act hasilin
checks and balances. Once the records of the @dire kept in a straightforward manner, time isedaand
delay in processing and payment of the terminakfisnreduced. The payments of gratuity or lump sumd
pension are carried out promptly in the institusictudies. Below is the picture of the old andrnibes Pension
schemes in terms of years/percentage and paym@&snsion, gratuity or lump sum from the instituatudied

OLD New

Years of Table (1): Old and | Gratuity Pension as | Years of | Gratuity Pension as
New Pension Table | Pay per centage of | Qualifying Pay per centage of
Qualifying Service Service Service Service

5 100

6 108

7 116

8 124

9 132
10 100 10 100 30
11 110 11 108 32
12 120 12 116 34
13 130 13 124 36
14 140 14 132 38
15 100 30 15 140 40
16 110 32 16 148 42
17 120 34 17 156 44
18 130 36 18 164 46
19 140 38 19 172 48
20 150 40 20 180 50
21 160 42 21 188 52
22 170 44 22 196 54
23 180 46 23 204 56
24 190 48 24 212 58
25 200 50 25 220 60
26 210 52 26 228 62
27 220 54 27 236 64
28 230 56 28 244 66
29 240 58 29 252 68
30 250 60 30 260 70
31 260 62 31 268 72
32 270 64 32 276 74
33 280 66 33 284 76
34 290 68 34 292 78
35 300 70 35 300 80

Sour ce: Pension Reform Act Table
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Table: (2)
Pension Data from FUTO, UNN, Fed. Poly Nekede Owvard NRCRIU as at March 2014
Old
SN RANK NO OF GL/STEP AMOUNT RETIREMENT
YEARS (N) YEAR
1 Professor 38 Years 87 6.7m 2007
2 Professor 44 Years b7 7.5m 2007
3 Professor 33 Years 15 8.1m 2007
4 Deputy registrar 26 Years %4 5.1m 2007
5 Secretary |l 13 Years 87 57,000 1996
6 Driver 25 Years 7 812,000 2007
7 Clerical Officer 10 Years °4 360,000 2007
New
8 Professor 38 Years b7 15.4m 2008
9 Professor 36 Years b7 14.6m 2010
10 Chief Tech. Officer 35 Years 3 8.6m 2010
11 Deputy Registrar 29 Years %4 8.7m 2011
12 Deputy Registrar 35 Years %4 10.5m 2011
13 PAR 13 Years 13 1.4m 2011
14 P.E.O 35 Years 1 5.2m 2011
15 Snr. Lecturer 29 Years b5 7.6m 2010
16 Chief Message 31 Years D6 1.9m 2010

Source: pension files from FUTO, UNN, federal Poly. Neked®l NRCRIU

Gratuity calculation formula - New

T 3
ABS x LOS x 5Wk
5 -9 years = (/)
e N
ABS x LOS x 6WKks
10 — 14years = +
> <

TE x LOS x 7Wks

15 —and above years = =

~ /
10 — 15 years% 50 years of Age ~=—— SWhs J
Where ABS = Annual Basic Salary
LOS = Length of Service
TE = Total Emolument
Wks = Weeks, and 52 = 52 Weeks or 1yrs
(b) Administration of Pension/Pension Fund

Over 90% of the pension fund administrators ineaméd explained how the new Pension Act works. Their
responses are summarized as follows: The new Ressiteme Act, on commencement provides that pension
funds shall only be managed by licensed Pensiom Administrators (PFAS) who are to open a Retirdmen
Savings Account (RSA) for every employee with Peadddentification Number (PIN) attached, in which
their contributions could be deposited. They arem#intain books of account on all transaction dedrhoney
collected to be invested and managed by the PF&id®e45 (F and G) of the Act makes it the resploifisi

of the PFA to calculate and pay retirement benefitee Act provides also that no one can withdrawfithe
account (Retirement Savings Account) unless hetslseattained 50 years of age. Section 2(2) howgxes

the grounds on which withdrawal could be made leefoat age by an employee as following:

If an employee is retired due to his total or paerverd disability either of mind or body,

If the employee retires before the age of 50 y@am@ccordance with the terms and  conditions isfhiar
employment, shall be entitled to make withdrawa@sordance with Section 4 of the Act.
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In the management or administration of the peng&iods under the new Pension Reform Act, the govermm
the greatest employer of labour and a contribuidhé funds, controls the administration of thedfahrough
the government constituted Board or CommissiortferPension Funds (NPB or NPC). The pension Board o
Commission as provided in Section 4 of the Reforat i& responsible for the regulation, supervisiod &
ensure effective administration of the pension fscldeme in Nigeria. The Pension Fund Custodianstake
custody of the funds, while the pension fund adstiator is responsible for the management/admatistr of

the fund. The PFA invests the fund for returns &edps appropriate books of accounts on the invedgtme
profile.

On the fate of the existing pensioners who maddribations under the Nigeria Social Insurance Trust
(NSITF), they responded that the contributions uride NSITF of those who retired under the New Rens
Act and those who are yet to retire, are paid th&r retirement Savings Account (RSA) on retirem@&ut
before the retirement date, the contributions &ld by the Federal Government through the CentealkBas
‘bonds’. These bonds are also invested to yieldrast and the total amount is paid into the RSAeaxh
employee on his or her retirement. The new schemg&ibutor who dies before his retirement dateg lik the

old Pension scheme, the next-of-kin receives whatue to him provided he or she is qualified. Tdwenfula

for the computation of the new pension schemesis ased.

(© Effectiveness of the New Pension Scheme

About 81% of eth retirees or pensioners interviewethe selected Institutions stated that the msiog of
their retirement papers took them between threeksveed two months. They also believe that the new
Pension reform Act 2004 is the best so far in the bf pension schemes in Nigeria. According to one
respondent, “it is simple that once you keep yamoant/records straight with both your administratod the
office, it is a question of weeks, you receive ygratuity or lump sum”. Unlike the old scheme where has

to fill many forms and collect so many documente hew scheme requires your first appointmentrlette
confirmation of appointment, Retirement Saving Aaab(RSA) number or ‘PIN’, one page form where one
will fill in the particulars from the above documsrand a letter from the retirees’ office contagnhis record

of service. When the above documents are forwandedhe pension headquarters with two passports
photographs of the retiree, his gratuity is cal@dapaid into his account and the pension follsuis, unlike

the old non-contributory scheme that takes timéoBés an illustration with facts from FUTO Docurmrien

Table: comparing the Old and the New Pension

OoLD | NEW
() Processing of Papersfor Payment
Takes up to one or more Years | Takes Two-Three Month
Commencement of Payment

Takes up to one or more years Immediately the jgeguer processed

Gratuity or Lump sum of Two Retireeson the Same Scale
Professor 7, 38 years-N6.7m | Professor #, 38 years-N15.4m

Monthly Pension of the Above Retirees

N147,000 | N220,000

Source: FUTO Pension File No BUR/PEN/vol.1

In the area of pre-retirement training, the pensisrsaid they received adequate training that peepdem, for
their retirement. Some said they received twicetthiming that lasted for two weeks. This trainthgy said is a
yearly programme organized by the school authantynanagement around March every year, for those wi
less than three years to go. Because it is yearlpdople with less than three years to go, matgndéed two
times before leaving the service finally. They ¢onéd that they benefited a lot from the traininghis they
said helped them during their paper processingadted retirement, to organize their new phasefm Those
who retired three month before the interview datiel shey had already received their lump sum araliaio
receive their pension or have already been doiayy fthe pensioners said they received their peasiong
with the serving officers or staff at the end oégvmonth.

(d) Management Strategies

The Registrar of Federal University of Technolo@yyerri in his own response to the question, cordatrwhat
other respondents said, that pension data colfeetiol processing are carried out by the pensiok Déficers
and forwarded to the Pension Headquarters Abujarfiss-checking before sending it to the pensionager of
the retiree(s) concerned for computation as pravideSection 45 of the Pension Reform Act 2004.
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The compulsory or mandatory retirement in the nensfpon scheme is handled based on the provisidheof
Act which states that the officer must retire omgienable circumstance and attend the mandatoryot§@
years. In voluntary retirement, Section 2(2) of #kat specified conditions for withdrawal from thetirement
savings account for the voluntary retirees, othsewithe pensionable voluntary retiree will not makey
withdrawal from his RSA until he/she is 50 yearsagle. The respondents maintained that the new qrensi
scheme though took its bearing from the old nortrdmutory scheme, is the best so far, that if haddkith care
will give Nigeria and Nigerian pensioners the muidsired result — i.e. the prompt payment of theniteal
benefits and the improvement of the Nigerian econttimough proper investment of the retirement funidse
new Pension Reform Act 2004 according to the redents is faced with many challenges as it is ttse egth
any new policy or scheme. The first is the prongmhittance of the amount deducted from the empleysaary
the imposed sanction as provided by the Act, ofdt%e total amount of pension fund withheld asgignhas
not been yielding results, probably because it has been enforced. Again the proper administraton
management of the funds by the Administrators ond{gers is another headache of the new pension schem
funds. Poor investment of the funds like the omegsted in our distressed stocks and other finhimstitutions
that are not doing well is a source of concern. 3¢teeme needs enabling environment for it to suteed this
the Government must provide. Every other stakemdie the Pension Board, Pension Commission etgstm
be effective in carrying out its functions for tearvival of the scheme. In this way, these chaksngill be
minimized. The respondents opined that if the pmnsicheme is Nigeria is handled very well, the &undll
make a huge contribution to the socio-economic ldgveent of the country not only in the domestic blatbal
financial sphere or market, through the investnaéihe funds.

3. Examination/Test of Hypothesis

Hypothesis (i): There is a positive relationship between the propaytment of terminal benefit of a retiree and
proper documentation of the records of servicehefretiree: - We used responses from the intergeestions
under Number A and B, to examine the hypothesig &hove:

Table: 6 Concept of Retirement/Benefits and Process of Payment of retirement Benefits (Pension and
Gratuity)

QUESTIONS A AND TOTAL NUMBER POSITIVE RESPONSE RESPONSE B
B RESPONDENTS A
Pensioners 96 91 90
Desk Officers 16 16 16
Mgt. Staff 16 16 15
PFA 32 30 30
Focus Group 80 65 65
Total 240 218 216
Source: Researcher (iLOQ%})
_ 218 _ 218 x 5 _
@ = /172 X = - = 91%
36 5
_ 21 10 _ 36 x 10 _
) = 54{ x A2 = Boxi0 = 90%

Over 90% of the respondents are very much awatheofScheme. They also agreed that the Scheme is so
simplified and that both the deductions from thepkryee and remittance of the funds to the custothasugh

the administrator are done online. The calculagiawments are also done online. Unlike the old non-
contributory scheme, the new pension scheme acaptdithe respondents, require little or no papauchents

and as such retirees find it easy and quicker beatatheir benefits because of the properly onlileeumented
records.

Hypothesis (ii): The relationship between the adoption of poor andffective management principle and the
delay in the payments of retirement benefits igiicant.
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Table7: The responses from the questions under C were used to examine hypotheses two:
Administration of the New Pension Law

QUESTIONSUNDER C TOTAL NO POSITIVE RESPONSE
RESPONDENTS

Pensioners 96 91
Desk Officers 16 16
Management Staff 16 16
PFA 32 30

Focus Group 80 65
Total 240 230

Source: Researcher (2011)

23 25
_ 100 _ 23 10 _
(c) = %x - = %7‘/ x/% = 91%
24 6
23 25 _ 575 _
XIS ? 96%

96% of the respondents were of the opinion thatnie pension administration based on the provisairtbe
Act makes for proper records, effective managenfaster processing of papers and payment immedgiatel
we discovered in our findings, unlike the old pensadministration. The payment they said is noy daster but
also higher than the old rate. The two major weag&es noticed in the new pension Act administragienthe
period attached to the pension i.e. ten years gwiétin which the balance of the contributions vk paid in
the form of pension and late or non-remittanceeaafitted funds. Delay in the payments of retirerbenefits is
one of the major problems that gave rise to theéhtction of the new scheme in 2004. This was essalt of
the poor and ineffective management of the pensemsion funds. Unlike the old scheme, the new dealgred
the administration of pension, separated it from thanagement of the pension funds and providedhfor
investment of the funds for returns. The old scheras characterized with delay in payment of penbiecause
the administration and management of funds werg&alted by one body. Funding was by the governnadomne
and the funds were poorly invested. Sharp practicae witnessed there. Up till now, pensioners uride old
scheme are still suffering the same fate whilerthe one is suffering the problems of diversion wipéoyees’
deduction in private accounts. A good example s thcent report of a committee set by the Federal
Government that discovered a cartel business omgatyof pension to non-existing pensioners andipens
deductions paid into private accounts, to the afraboutN53 trillion.

Hypothesis (iii): There is a significant relationship between theppr management of pension and pension
funds and the quick payments of the retirees/rédlucif Government indebtedness: -

Table:8 Response from the interview questions under D were used to examine Hypotheses three:
Effectiveness of the New Pension Scheme

QUESTIONSUNDER D TOTAL NO POSITIVE RESPONSE
RESPONDENTS

Pensioners 96 94

Desk Officers 16 16

Management Staff 16 16

PFA 32 32

Focus Group 80 70

Total 240 228

Source: Researcher (2011)
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95% of the responses received from the intervieastjans and the focus group interactive sectionvshat the
new scheme is doing fairly well. The proper applaa of the provisions of the Act, in the Institutis studied
makes it possible for the prompt payment of thieges and by so doing reduce the government indebts as
regards the payment of pensions.

Hypothesis (iv): There is a positive relationship between a reviéwelll implemented new pension scheme and
expectation of guaranteed future for the retiregsthe Nigeria economy.

Table 9: The Researcher used response from theviewe questions under E to examiner Hypotheses: four
management strategies of the new Pension Scheme

QUESTIONS UNDER TOTAL NO POSITIVE RESPONSE
E RESPONDENTS
Pensioners 96 85
Desk Officers 16 16
Management Staff 16 16
PFA 32 25
Focus Group 80 50
Total 240 192
Source: Researcher (2011)
16 5
E = %/ x2C = 16x5 = 80%

/ '
80% of the respondents agreed that the manageinatggses of the new Pension Law such as its dantiy
nature, investment of its funds, separation ofrttamagement from the custodians of the funds, estebént of
a monitoring body Pension Commission (PENCOM), emtded ingredients to the soup. The review of the
Pension Reform Act 2004, as suggested by the resmis especially in the areas that are problentikécthe
ten years span for the retiree and increase imtmgunt or percentage of the contribution, will afamour to
the whole scheme. This will also improve not orilg tetiree or pensioners standard of living bub &lslp the
country’s economy through investments as it ish@ €anadian Pension Schemes. The implementatitmeof
provisions as it affects late remittance/paymeriit valp to check mate diversion of pension fundsoimprivate
accounts by ‘pension cartels’.
Pension and gratuity are terminal benefits or eat@nt compensation paid to a retiree. The prockskio
payment requires that the person must retire oremsipnable circumstance and must have attended the
mandatory 50 years of age. The administration efgénsion funds starts from the Pension desk @ffitable
that processes the data using the record of seofitiee retiring officer. The pension Administragaare solely
responsible for the management of the fund thrangéstment and the calculation and payment of ¢éneinal
benefits, using the pension and gratuity calcutatimble. The Pension Fund Custodian takes custbdiieo
funds. The Government monitors and supervises thseimg Pension Commission. The processing of the
retirements papers in the new scheme takes bettheesm weeks and two months to be completed aftéchwh
payment starts at least with the ‘Lump Sum’ ortgtg. Serving officers as well as retirees beli¢gvat the new
scheme is the best so far in the line of pensiberses in Nigeria.
The management teams of the Federal Tertiary utistits studies are doing very well in the preparatf eth
officers retiring before their retirement date,atigh training to equip them for eth life after rethent and are
effective in the payment of the terminal benefitsheir retiring officers and pensioners. The cbutions made
under the old Nigerian Social Insurance Trust F(M8ITF), by officers who will retire under the nessheme,
are held as ‘Bonds’ by the central Bank. These ®omre invested and eth amount with its returiag) mnto
the owners Retirements Saving Account (RSA) irreaient. In the case of an officer who dies befaseoh her
retirement date and under pensionable circumstaineentittement is paid to the next-of-kin.
The responses from the retirees interviewed shattie payment of the terminal benefit in the neamgion
scheme provides for the payment of twenty-fiveitily percent (50%) of the total sum and the remainiifty
percent (50%) spread over the span of ten yeamsoathly pension. One wonders what happens if aetiteof
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ten years, the pensioner is still alive with notingre as income. Again, the monthly payment fromlihlance

of the fifty percent left is nothing to write horabout when compared to the pension of those wie rat the
same level in the old pension scheme, who collensjon for life. The new pension scheme is fastragdlar,

but the period of payments is short.

The new scheme, like every new policy, is facechwitany challenges ranging from non/late remittaotce
funds deduced from the employee’s salaries, pogragament of the funds, especially in the areaadstment.
The above challenges, could be minimized if Govemntnwill provide enabling environment for the snfoot
running of the scheme, through its monitoring ampesvisory teams, and ensure that the stakehotderalive

to their duties. A well-managed pension fund no ldomakes a huge contribution to the socio-economic
development of the country involved, both at thendetic and international levels.

The success of every pension scheme including therfdn 2004 Pension Reform Act greatly dependshen
effectiveness and efficiency of the fund managersdministrators. The Pension Fund Administratcaseh
enormous work to do for our pension scheme to ftce

A well-managed pension fund provides money not dolythe payment of pension to retirees but for the
improvement of the country’s economy through inmesits. Pension funds play a major role in the eerarg
of truly global money flows, through their largeage domestic and cross-border investments, cottitnidpto the
development of a truly integrated and thus morgiefit global financial sphere. Many pension schemiso
invest in mutual funds, like the pension plans inited States of America. Let us look at the twe(i@)
countries with the largest pension funds, as inekujix 11

The size of pension funds could explain the ovexedinomic strength of a country. In the above roaetl list
of twelve countries with the largest pension fun@anada as in Nos 5.9 and 10 has pension fundsmdtie
than $500 billion under management. The Canadiasi®e Funds are powerful investors in both the ddime
and global financial markets with hundreds of bil of dollars in assets in an economy of abouttdtien
dollars. This, no doubt constitutes a long term petitive advantage for the Canadian economy. Perfsiods
are very important to shareholders in both pubtid private companies as well as the stock market.

4. Findings

The following findings were made based on the rasps from the interview questions:

Pension and gratuity are the terminal benefitsl gai a retiree as Retirement compensation oefiisn
Gratuity is paid to the retiree on leaving the gento enable him settle down while pension is paitlim on a
monthly basis to keep him going.

The process of payment of these terminal beneéitgiires that the pensioner must leave the servica o
pensionable circumstance, attend a mandatory agé péars as provided by the new pension schemenast
have a clean record of service.

The administration of the pension funds in the mmmsion scheme is solely the function of the PenBiand
Administrators (PFA), while the Pension Fund CustodPFC) takes custody of the funds. The Boardthad
Commission’s roles are those of monitoring and sup®n of the other key players, while the goveamin
overseas through the Pension Board/Commissiongi@bvernment constituted bodies.

The contributions of those who were under the olgeNan Social Insurance Trust Fund (NSITF) ared Hst
federal Government through the Central Bank as tBbnThe “Bonds” are invested for returns and aal p
into the Retirement savings account (RSA) of theenw at retirement.

A contributor in the new pension, who dies befatrement date, receives his retirement benefitsutih the
next-of-kin, provided the dead man was qualifiedii@d under a pensionable circumstance.

It takes three weeks to two months to process ¢tieement papers under the new scheme in the edlect
Institutions. The new scheme is believed to beebetian the old ones because of its simplified wéy
implementation. It is faster and more reliable.

The Management of the Federal Tertiary Institutishglied handles the pre-retirement training vegfl wn
their institutions. By so doing, they prepare thetiring staff very well for retirement. The ret@s interviewed
confirmed that they were well-equipped for thetireenent through training.

Collection of retirement data and its processing te functions of the Pension Desk  Officers that
calculations and payments are carried out by thieisé Pension Office Abuja, in collaboration wittetPension
Fund Administrators (PFA).

The mandatory or statutory and voluntary retiremeare handled based on the provision of the newnseh
which stated that 50 years of age and pensionatdanestance are compulsory for one to qualify. Tiesv
pension scheme is believed to be the best so far.

This new Pension act introduced other safeguardhéscheme such as;
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Separation of the Pension Fund Administrator (P&#J the Pension Fund Custodian;
Pension Assets Custodian guarantee;.

Risk rating of Investment Instruments;

Independent Directors;

Compliance Officer;.

Reporting requirement by PFAs, PFCs Pension Depaittand adequate sanction;

Statutory Reserve fund and minimum pension guagante

Public disclosure of information by operators ia thdustry;

Government contribution shall be a first chargeonsolidated revenue fund of the federation.
Deductions to be remitted within 7 days the empéoigepaid his/her salary.

Failure to remit within the stipulated period attsapenalty not less than 2% of the total contidsutemained
unpaid each month.

Apart from the above safeguards, the new Pens@r2804 also has the following advantages or bengfibe
derived from it. Pensioners are no longer at tlegcsn of employers and are assured of regular patywien
retirement benefits; The employee has up to ddtenmation of his/her retirement savings accountstéms
further growth of pension obligations in organipatand provides a platform for addressing fhisility;

It creates a huge pool of long term funds and ecédiaccountability;

A contributor has the freedom to choose who adit@rsshis retirement benefits account;

Transparency is enhanced through public disclosbirgformation;

Individual accounts are portable;

Separation of investment, administration and custifdissets is a healthy development;

Imposes fiscal discipline on the nation and a sfalichdation for economic development;

Demographic shifts and increased life expectanculdvaontribute to increase pension obligations urttle
defined benefit schemes; and

It introduces clear legal and administrative samdi

The new pension scheme is faced with many chalkageit is the case with any new scheme, mainthén
areas of remittance of the funds deducted fromethployees’ salary, proper administration or managermf
the fund, poor investment profile, etc.

The scheme needs enabling environment from the @mant and other stakeholders to be alive to ithaties
for it to survive. This will also minimize the chahges facing the scheme. Again, if the pensioremehis
administered very well, the funds will make a hugmtribution to the socio-economic development e t
country both at the domestic and internationallkeve

Pension and gratuity (terminal benefits) underrteer Reform Act 2004 are paid to retired workers wdtired
under pensionable circumstance, and who must h#aieed the mandatory 50 years of age. The prowess$
the retirement papers in the new scheme, takes tipde months. Twenty-five percent or higher egatiation
is paid to the retiree as initial payment (gratuityThe remaining fifty percent (50%) or less igesul for
monthly payments for ten years. Contributions mawiger the old Nigeria Social Insurance trust F(M8ITF)
on behalf of the employees are held as ‘Bonds’Hey @entral Bank, and is paid into the employeeisnsgs
account on retirement. The most interesting aspéthe findings is that, in the federal tertianstitutions
studied, the retirees under the new pension amjwe their pension as and at when due. They alstg given
adequate training that equipped them for the nésvthrough seminars and workshops this shows that t
institutions studied are effectively carrying oir duties for the success of the scheme.

However, the new scheme is faced with challengeging from non/late remittance and diversion afudzed
funds, use of inexperienced pension desk officang] poor management of funds especially in the afea
investment. A well-managed pension fund makesge toontribution to the socio-economic developmédrd o
country at both the domestic and international IeveHence the need for effective implementationthe
pension Reform Act 2004 cannot be over-emphasized.

Recommendations

In view of the findings of this study, the follovgnmeasures/recommendations were made to improve the
administration/payment of terminal benefits to nedi workers in Nigeria in general and the Fedestiary
Institutions studied in particular.

There is need for proper documentation of records

There should be periodic examination of personmigrimation or service records of officers from tegte of
entry into service to the date of retirement, wittwial or even death as the case may be. Thisendure the
proper documentation of the records. Properly demted records will not only show whether or nat th
officers’ advancement has been normal up to reBrgnbut also ensure that only officers who retire o
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pensionable circumstances are paid retirement bepedbmptly. For example, the date of entry itite service
is an important criterion for determining the retéis’

Entittements — in the old scheme, gratuity and memswhile in the new scheme, lump sum and periodic
withdrawals. This will also reduce the delay ie ffrocessing/payment of retirement benefits.

These documents including the new ones are aswvsillo

Retirement Saving Account papers/number (RSA)

PENCOM data from. See Appendix Il

Detailed record of service with up-to-date salamygpession to facilitate checking of terminal ardi pay and
total annual emolument duly stamped and signedfieerby the officer's department;

A copy of the retirement letter duly signed/datied/b printed;

A gazette publication/letter of first appointment;

A copy of evidence of acceptance letter of the agotif retirement issued by the head of departmétihe
retiree;

Gazette of transfer where applicable;

Letter/gazette publication of last promotion;

Authority for conversion/upgrading/advancement frone post/cadre to another;

Stamped death certificate or coronary’s medicdifazte in case of accident and letter of admmaitson;
Approval of condoned period of NYSC where it apglie

Gazette of secondment or De secondment;

Statement of indebtedness from housing, vehictajtfire, loans/advances etc.

Only Trained and Knowledgeable Desk Officers shdaddised

5. Summary

It is very important that the pension desk officatsould take cognizance of the pension Law in force
Retirement benefits and eligibility, as well asivas establishment circulars moderating pensioniidtrations

in the public/private sector should be part of thesnworking tools. This will place them in a begesition to
carry out the assignment effectively, and by sanddielp, the Government to achieve the objectivenfioich
the new Act was enacted. Wrong interpretatiorutés can cause a lot of problems for pension afficedeed
every officer involved should familiarize himself berself with various circulars, laws, etc. deglinith the
payment of the terminal benefits. The lack of kfemlge of how to process retirement papers conggirt no
small measure to the delay in the payment of matire benefits. This study then recommends thaitgiand
retraining of the pension desk officers from tirodiime to get them in line with the new laws andrafes in the
processing/handling of payments of the terminakffien

Proper handling of Retiring Officersor Retirees:

Retiring officers should be informed appropriatefythe life after retirement through compulsory ssamns and
workshops and be guided in the completion of theirsion forms to ensure accuracy, and on time Tds will
help to reduce the time wasted or delays in themgay of retirement benefits. In the Federal Teytia
Institutions studied, the authorities are doingywsell in this regard.

Computerization of the Payment of Terminal Benefits:

The study recommends the computerization of theag@ment/payment of terminal benefits, especiallthi
Federal Institutions studied. Computerization wiko help to reduce delays caused by shortagtatdreery
items, manually operated systems and other probmsuntered in the processing of papers for digsta
officers or officers retiring from branch offices l@ison offices.

Use of smartcards by pensioners for verificatiod anline payment of pension will help reduce thes raf
corruption in the system and also expose the persidel operators.

The study further recommends that:

- The scheme should be reviewed to cover all the &rsrin Nigeria and make retirement age uniformed
as it is in the United States of America (USA) ankder countries, and remove other clauses likeralting the
age with year of service (i.e. sixty-five yearsagfe or thirty-five years of service whichever confiest).
According to Nyong, and Duze, (2011:109) “Therengs Act or pension scheme in Nigeria with clear cut
designation on retirement as it is in USA, where dffficial age is 65 years, irrespective of thet8eof the
economy the worker is working”.

- Pension commission should provide enabling envimminfor the smooth implementation of the new
Pension Act.

- There is need for uniform pension for both the fmulaind private sectors and at all the levels of
Government and the scheme be funded by the kegiday

- Government should move further to put in placegvaht legal framework to insure political, economic
and necessary supports for the scheme by subsegmesrhments.
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- The pension commission should ensure effective tnong of all players, adequate sanction of erring
operators and good coverage of all stakeholdemsrabske sure that the new scheme is rigorously edidind
monitored for compliance without fear or favour.

- The contributions should be increase from 15% t# 46 be shared by the employer and employee at
the ratio of 3:1 (75%:25%).

- The pension scheme in Nigeria should be expandedides for multiple plans and not just one, to
enable workers who could afford it to participatdwo or more pension plans as is obtainable ierotbuntries
like Canada, USA, etc.

- Government should provide additional retirement pensation in the form of social pension (social
security) for the aged or every old person from aiyty-five years (65), as it is in Japan, Uniteht8s of
America (USA), etc.

3. Conclusions

The new Pension Reform Act 2004 is a welcome dgveént in the management of the terminal benefits in
Nigeria. The implementation of the Reform Act needcords and data that are well documented asasell
trained personnel to handle them. According tdukp(2008:14)

“The service utilizes wide variety of resourcestsas human, financial and technology. The seniee makes

a wide array of decisions. These decisions are hem@ot made in a vacuum; they must be rootedhid facts
and figures derivable from records. The servidbésefore records driven”.

Official actions and inactions hinge on written odocumented records. The administration
(computation/processing/payment) of the terminaidfiés is also based on the availability of adeguand
correct records. Again the proper implementatiothef2004 Pension Reform Act requires registry adfkers
that are well grounded and experienced in that-af@aman resources professionals. The ministripaftiments
and indeed the management of the federal tertimtjtitions studied including those covered byAle should
pay close attention to their personnel managemeits or departments as the case may be, to maketisar
these departments are not dumping grounds foreoffievho are rejected in other departments. It shoel
staffed with officers who are trusted, committedpWledgeable, innovative and hard working. Theyusthalso
pay close attention to numerous processes througbhwheir records are created or captured, maiathi
distributed, used, stored and retrieved when reduiThese should be in line with modern technoldwt
facilitates/provides better way of doing things auistratively. A good example is the USA Retirem&ystem
Modernization (RSM). It is also necessary to revemme aspects of the Act for proper accommodatichen
retiree at the end of the ten years span providedhb scheme. The proper investment of the funds an
separation of the management of the funds fronetiséodian really helped matters.

The scheme also encounters challenges like nomdatétance of funds to the appropriate quarteixgrdion of
funds into private account, use of inexperiencedsjmn desk officers, etc. These also affected theosh
implementation of the 2004 Pension Reform Act i@ Bederal Tertiary Institutions studied. Thankshi® last
administration of President Good luck Jonathan tfe@ amendment of the aspect of the Act for prompt
remittance of the deducted funds which now caai@save penalty for defaulters.
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APPENDIX |
INTERVIEW QUESTIONS USED
A: Concept of Retirement Benefits.
(@) What do you understand by retirement benefits?
(b) In what forms are the benefits paid? Pensiaatuty Any Other?
B. Process of Payment of Retirement Benefits (penand gratuity)
What considerations made in the process of payment of pension/dgy&tui
0] Proper documentation of record of service?
(ii) Examination of Pension forms/records?
(iii) Computation of benefits?
(iv) Leaving service in pemsable circumstance?
(b) What qualifies an employee for the benefits?
(c) Is there any other information on payment afisten and Gratuity?
C. Administration of the New Pension Law
€) Who are involved in the new payment of termimahefits and how?
0] Government? What role does the government play?

(ii) Old Pension Board? What role does it play?
(iii) New pension Administrators? What role do tiggy?

(b) What other information have you on the new pemadministration?
What is the fate of the exiting pensioners who enadntribution under the NSITF (Nigeria Social Irzwce
Trust Fund)?

What happens to the new scheme contributor whelbéore retirement?

D. Effectiveness of the new pensicheme
€)) How long did it take you to preseyour retirement papers?
(b) What can you say about the Iégahework of the new Pension Reform Act 20047
0] Is the framework simple or complex?
(ii) In either case, what is your reason?
(c) Were you given any pre-retirementrtirag?
(d) Have you been paid your gratuity anjpusum?
(e) How often do you receive your pension?
E. Management Strategies
(@ Who are responsible for pension data collecieh processing?
(b) How are the compujsand voluntary retirements handled under the reheme?
(c) How do you compare the new pension schemethitiold?
(d) What are the challenges of the new pensionrselie
(e) How do you cope with the challenges if any?
()] How will the new pension scheme cdmite to our socio-economic development?
Focus Group

Questions for Interactive Sessions (Interview)
1. What do you understand by the Pension Reforn2804?

2. Are there other regulationsdiug the administration of pension in the Nigeriad€ral Public/private
Sectors?

3. Is there any problem with the néd04£2 Pension Reform Act Implementation in your tusibn?
4. What are the causes of delay if any, in the impletatén of the new Pension Reform Act?
5. What are the impacts of the delay on the retiretkars of your Institution?

6. Has the new Pension Reform Act provided any saiutio the identified problems of pension
administration in Nigeria?
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APPENDIX 11
Table (5): Countrieswith the Largest Pension Funds
S/No | Country Fund Assets US$ | Inception Origin Approx. wealth
(in per citizen
hillions)
1 Norway Government Pension Func450 1990 oil $195,700
of Norway
2 Japan Government Pensipi$1370 2006 Non-Commodity  $10,800
Investment Fund
3 Netherlands Stitching pension fund$313 1922 Non-Commodity] N/A
ABP (ABP) (€215)
4 South Korea National pension servic&270 1988 Non-Commodity  $5,000
(NPS)
5 Canada Caisse de depot et$258 1965 Non-Commodity N/A
(Quebec) placement du Quebec (the
Quebec Pension Fund)
6 United  States California Public| $202 1932 Non-Commodity $126,250
(California) Employees’ Retirement
System (CsIPERS)
7 Malaysia Employees Provident Fupd  $130 1991 Nomi@odity | $4,500
8 Netherlands Stichting  Pensioenfond$123 (€85) | 1969 Non-Commodity  N/A
Zorg en welzijn (PFZW,
formerly PGGM)
9 Canada CPP Investment Bogr$122.7 1997 Non-Commodity $183.300
(Canada Pension Plan)
10 Canada Ontario Teachers’ Pension$109 1990 Non-Commodity N/A
(Ontario) Plan
11 Brazil Caixa de Previdencia dos$80 1904 Finance N/A
Funcionarios do Banco dp
Brazil (PREVI)
12 Ireland National Pension Reserv&30 2001 Non-Commodity N/A
Fund (NPRF)
Pension Fund — Wikipedia the free encyclopaedia Februa®yi {:4)
APPENDIX I11
2004 PENSION REFORM ACT VERIFICATION CHECK LIST FOR RETIREE
YES | NO

(1) | Original and photocopy of Letter of First Apptihent

(2) | Original and photocopy of Birth Certificate Declaration of Age

as at 30th June 2004

(3) | Original and photocopy of Promotion Letter @yFSlip Indicating grade and Step

(4) | Letter from Ministry, department and Agency rsfging

current grade level and step

retirement and first
appointment dates, grade level and step as at Bfte 2004 as well as the

(5) | Authenticated past records of service

(6) | Current Pay Slip indicting current grade leaptl step

Identification Number (PIN)

(7) | Evidence of registration with a Pension Fundmastrator indicating Personal

(8) | One recent Passport photograph

PENCOM VERIFICATION OFFICERS: ... it e e e et e e e

LD N . e e e e e e e e e e s
S GN ATURE: o e e e e e e
DA B e e e e e s
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