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Current State of Benefits Administration
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® |NTRODUCTION

| Defining Benefits Admin & Governance

@ Standard Definition

The current state of benefits administration and governance
refers to how employee or member benefits (such as pensions,
retirement funds, healthcare benefits, insurance, and welfare
schemes) are currently managed, controlled, and overseen by
trustees, administrators, and regulatory bodies.
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L¥ Rapid Evolution Today
Today, benefits administration is rapidly evolving due to digital

transformation, regulatory pressure, member expectations, and
governance reforms.
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Overview of Benefits Administration (1)

Benefits administration involves the day-to-day management of
member benefits, encompassing several vital administrative
pillars:

v Enrollment of members
~  Contribution collection
~  Record keeping

+~  Benefit calculations

v Claims processing
v Payments (pensions, withdrawals, etc.)

v Member communication
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Overview of Benefits Administration (2)

Current State: Analysis of how modern pension systems operate in practice.
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1 Technology & Operations © Outsourcing & Regulation
e Most pension schemes today are semi-digital or fully digital e Administrative duties are outsourced to third-party
(depending on the scheme). administrators in many schemes.
e Operations are highly automated but still prone to manual e Systems are highly regulated and regularly audited to
intervention in some areas. ensure fiduciary safety.
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Current Governance Structure (1)

Building a Better Tomorrow, Today

Governance refers to how retirement benefits schemes are directed, controlled, and monitored. Below is the typical structural framework:

Stakeholder /Role Core Function / Mandate in Scheme Governance

(1) Board of Trustees Provides overall strategic oversight and decision-making authority.

(2) Custodian Maintains physical custody of documents of title and scheme assets.

(3) Employers [ Sponsors Active participants in funding and setup (in employer-based schemes).

(4) Fund Managers Handles investment decisions, financial markets execution, and capital allocation.
(5) Administrators & Auditor Administrators: Run operations. Auditors: Oversee audit and reporting.

(6) Actuary & Regulator Actuary: Evaluates benefits adequacy. Regulator: compliance supervision.
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Current Governance Structure (2)
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~7 Positive Drivers Today A Identified Gaps & Friction
® Strong regulatory oversight (especially in pension schemes). ® Some schemes still experience weak oversight.
® Significant decision-making delays due to bureaucratic
® Increased accountability of trustees on fiduciary matters. structures.
® Limited active member participation in critical governance
® Formal governance frameworks (charters, policies, codes of processes.
conduct).

® More focused concentration on fiduciary responsibility and
risk management.
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Digital Evolution: Key Technologies

Building a Better Tomorrow, Today

One of the biggest changes in the current state of affairs is technology adoption. Key operational technologies in
active use include:

Admin Systems Cloud Storage Member Portals Payroll Links Data Analytics
Pension administration Cloud-based record keeping Mobile member portals Automated payroll integration Reporting and data analytics
systems tools
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Digital Evolution: Current Realities

@ Current Situation A Challenges Remaining
e Improved efficiency and accuracy of transactions. e Legacy systems are still actively in use in many schemes.
e Faster processing of claims and benefits payouts. e Growing cyberthreats and data security/privacy risks.
e Better data storage and secure information retrieval. e Integration problems between fragmented vendor systems.

e Limiteddigital literacy among older or remote users.
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MEMBER CENTRICITY

| Member Experience and Expectations

&~ Modern Expectations
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Instant access to real-time fund information.
Online self-service portals and tools.

Highly transparent financial reporting.

Fast and predictable claims processing times.

Clear, plain-language communication.
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|~ Current State in Practice
e Many schemes are actively improving member experience.

e However, communication is still often complex and
technical.

e Delaysin query responses still exist in some schemes.

e Memberengagementremains highly inconsistent overall.
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The Regulatory Environment

/¥ Current Trends

Stronger compliance requirements across all areas of
operations.

Regular audits and mandatory reporting obligations.

Increased focus on transparency and corporate governance
standards.

Strict enforcement of fiduciary duties for individual trustees.
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© Regulatory Challenges

Increasing regulatory complexity to navigate.
High and mounting costs associated with compliance.

Frequent regulatory updates requiring fast and expensive
system changes.




~ FINANCIAL LINK F I n n e t
Investment & Financial Governance

Although administration and investment are technically separate functions, they are closely linked in the overall scheme.
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@s Current State © Conversely
® Trusteesincreasingly focus on long-term risk-adjusted ® Some trustees lack advanced investment expertise.
returns.

® Dependence on external fund managers remains high.

® ESG (Environmental, Social, Governance) considerations are
growing.

® More structured and comprehensive investment policies are
in place.
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Key Challenges in Benefits Admin (1)

< = AC
1. Operational Inefficiencies 2. Data Management Issues 3. Governance Gaps
Manual processes still exist heavily inside Incomplete or inaccurate member records Weak oversight persists in some schemes
some systems, leading to persistent delays in paired with poor data integration across alongside limited structured trustee training
benefit processing. administration departments. opportunities.
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Key Challenges in Benefits Admin (2)

4. Communication Gaps A 5. Technology Limitations

® Members do not fully understand the technical scope of ® Heavy reliance on outdated, hard-to-maintain legacy
their benefits. systems.

e A widespread lack of proactive, timely communication from ® Escalating cybersecurity threats targeting financial and
schemes to members. personal records.
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Strengths of the Current System

Despite existing operational challenges, there are clear,
documented improvements taking place across the landscape:

v Increased and sustained automation.

v Stronger and more robust governance frameworks.
v Better regulatory compliance across the sector.

v Improved transparency in many schemes.

v Growing member awareness and active engagement.
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Emerging Trends to Watch

The current state of benefits administration and governance is actively moving toward these key concepts:
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(1) Full Digitalization (2) Member-Centric (3) Real-Time (4) Al & Analytics (5) ESG Integration
End-to-end online administration Focus on outcomes rather than Instant, on-demand access to Predictive retirement planning & Sustainable and ethical
systems. just processes. benefit statements. fraud detection. investment strategies.
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Conclusion

#I  The overall direction is clear: Benefits administration is evolving from
an operational function into a strategic, technology-driven, and
member-focused governance system. ]

1. Transition Phase: The current state represents a transition phase between traditional manual
systems and fully digital, member-centric governance models.

2. Work in Progress: While significant progress has been made in automation, regulation, and
transparency, challenges remain in system integration, member communication, and overall
governance effectiveness.
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Discussion

Open floor for questions, commentary, and feedback. +254 719 560 656

institute@finnettrust.com

sth Floor, Crescent Business Centre (CBC), Parklands.

“"Man becomes what he eats”
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