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MPFA brings full weight
of the law against
non-compliant employers
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Around 10% of MPF accounts are invested according to . No losses for investing in guaranteed funds?
the DIS |
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Employers havé an
Indispensable role in the

MPF System
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The Mandatory Provident Fund (MPF) System is designed to provide
the working population with basic retirement protection. Under
the System, both employers and employees are required to make
contributions. Employers are also responsible for handling routine MPF
administration for their employees. They play an important role in the
MPF System.

Employers must comply with the MPF legislation. Their compliance is
essential for employees to enjoy retirement protection.

To encourage employers to carry out their MPF duties to the fullest
and provide better retirement benefits for their employees, the
Mandatory Provident Fund Schemes Authority (MPFA) organized the
Good MPF Employer Award for the third year. A total of 877 employers
received the award this year, and almost 90% of these awardees also
received the newly introduced “e-Contribution Award” and/or the
“Support for MPF Management Award”. The new awards have been
introduced to commend employers for handling MPF administration
work electronically and for providing assistance to their employees to
manage their MPF.

| would like to congratulate all Good MPF Employers and thank them
for their efforts in enhancing their staff’'s retirement protection, setting
a good example to others.

On the other hand, the MPFA has continued to actively enforce the
law against employers who default on making MPF contributions.
In the past three years, the MPFA had recovered over $400 million
in outstanding MPF contributions on behalf of employees. Over 300
employers had been found guilty of failing to make MPF contributions
on time. Earlier this year, a company director was sentenced to
imprisonment for defaulting on MPF contributions, in the first ever case
of its kind.

Of all the 280,000 Hong Kong employers are law-abiding. Only a
small proportion fail to make contributions on time. The MPFA wiill
continue to urge all Hong Kong employers to fully comply with the
MPF legislation and | look forward to seeing more and more Good MPF
Employers in the years to come.

Diana Chan
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Employers may be

jailed for
defaulting on
contributions
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The MPFA takes any breaches of
the MPF legislation very seriously,
and spares no efforts in recovering
outstanding contributions for scheme
members in order to protect their
interests.

Defaulting on MPF contributions is an
offence. Under the law, any employer
who fails to enrol an employee in an
MPF scheme or make contributions
on time is liable to a maximum
fine of $450,000 and four years’
imprisonment upon conviction.

This July, a company director was
sentenced to imprisonment for
breaching the MPF legislation, after
failing to comply with court orders
to settle outstanding contributions.
This was the first ever case in which
a company director was sentenced to
imprisonment for defaulting on MPF
contributions. Earlier, the company
had been fined $20,000.
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The company failed to pay MPF
contributions and surcharges in 2015
and 2016 totalling about $380,000,
and did not comply with the court
orders requiring it to settle the
outstanding amount. The MPFA
initiated prosecution of the company
in April 2017. Upon conviction, the
company director was sentenced
to 21 days’ imprisonment. The
company settled all the outstanding
contributions and surcharges in early
July 2017.

“Employers who have
failed to make MPF
contributions on time
should settle the
outstanding amount
and the surcharge as
soon as possible”

Employers should pay all
outstanding contributions and
a 5% surcharge as soon as
possible

It is the obligation of all employers
to make MPF contributions on time.
The MPFA reminds employers of the
following:

e |f employers default on MPF
contributions, they are not only
required to pay the contributions
in arrears, but also a surcharge
of 5% of the outstanding
contribution amount. The full
amount of the surcharge will be
credited to the MPF accounts of
the employees concerned.

Employers who have not made
contributions on or before the
contribution day should contact
their trustees immediately
to settle the outstanding
contributions and surcharge,
without waiting for the “Payment
Notice for Outstanding Mandatory
Provident Fund Contributions and
Surcharge” to be issued by the
MPFA.
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A multi-pronged approach to
enforcing the law

The MPFA follows up on all
suspected cases of non-compliance.
Apart from acting on complaints
and suspected cases of payment
defaults as reported by trustees, the
MPFA also conducts inspections of
organizations in different districts and
from different industries. Over the
past three financial years, the MPFA
had inspected more than 6,000
organizations.

The MPFA will require employers
who have defaulted on contributions
to settle the outstanding contributions
and surcharge immediately, and will
also take civil action to pursue the
employers if necessary.

In the past three financial years,
the MPFA had recovered over
$400 million in outstanding
MPF contributions on behalf of
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Status of prosecution cases initiated in 2016-17 (as at 31.3.2017)
2016-174F ERPER B (B %20174:3)31H)

Default Non-enrolment Failure to comply
contributions of employee with court order
Ha KA WA LIRS A ER RS
Z AT #

A Summonses could not be effectively served by the police or bailiff as the defendants had
moved away, closed, become untraceable, wound up or become bankrupt.
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1 Guilty 3844 a7
[ Results not yet avaliable 1% ¥
W Withdrawn f [F] A 224

employees. Prosecution may also
be initiated against non-compliant
employers.

In 2016-17, a total of 433 summonses
were issued to employers and
directors/managers of companies
for prosecution in respect of their

suspected MPF non-compliance. Of
these cases, 371 involved defaulting
on contributions, 47 involved non-
enrolment of employees, and 15
involved failure to comply with
court orders. As of March this year,
employers had been found guilty in
337 of these cases.
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MPFA conducts inspections of
retail outlets

Many students take on summer jobs,
and one popular choice among them
is working in the retail industry.

In August, the MPFA conducted a
round of inspections at retail outlets
in different shopping malls. It was
checking whether employers had
complied with the MPF legislation,
and in particular whether they had
made MPF contributions for their
summer job students and part-time
staff. The MPFA also distributed
booklets to both employers and
employees reminding them of their
MPF rights and responsibilities.

Under MPF legislation, employers
are required to enrol all their
employees in an MPF scheme

T RN LGE KBS - AEDRSE - (IS G SR - FEE R 2T R -
Exempt persons include domestic employees, self-employed hawkers, etc. Please refer to the MPFA website for details.

(except for exempt persons’), and
make contributions on time. These
employees include students in
summer jobs, regardless of whether
they work full-time or part-time, and
how many hours or days they work in
a week. As long as they are aged 18
to 64 and hired for at least 60 days,
employers are required to enrol them
in an MPF scheme on or before the
60th day of their employment.

Employees are encouraged to
get in touch with the MPFA as
soon as possible if they suspect
that their employers have failed
to enrol them in an MPF scheme
or to make MPF contributions for
them. The MPFA will investigate all
complaints received, and will notify
the complainants of the results once
the investigation is completed.
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Around 10% of MPF accounts are
invested according to the DIS
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The Default Investment Strategy
(DIS), a major milestone of the MPF
System, was successfully launched
on 1 April 2017. On 30 June, around
10% of all MPF accounts, involving
assets of about $15.4 billion, were
invested according to the DIS, in the
Core Accumulation Funds (CAFs)
and/or in the Age 65 Plus Funds
(AB5Fs).

In mid-August, the MPFA held a
media briefing at which it gave an
account of the DIS at its early stage
of implementation. Chief Corporate
Affairs Officer and Executive Director
of the MPFA Cheng Yan-chee said,

At the media briefing, Mr Cheng also
reiterated that the MPF is a long-term
investment, and said that the MPFA
hoped the launch of the DIS would
encourage more scheme members
to manage their MPF accounts
better. He noted that, according
to figures provided by trustees,
the number of accounts without
investment instructions had dropped
significantly, from over one million in
2016 to 580,000 when the DIS was
launched. This suggests that many
scheme members took action to
actively manage their MPF accounts
over the past year.

Since the launch of the DIS, quite a
number of MPF account holders have
proactively chosen the DIS or one or
both of the two component funds for
investment. When combined with
those accounts with no investment
mandate which have been invested
according to the DIS, as at 30 June
around 834,000 MPF accounts were
invested according to the DIS, or
about 10% of the total number of
accounts (See Chart 1 for details).

Meanwhile, the CAFs and A65Fs
recorded average returns of
4.28% and 1.71% respectively
for the period from 1 April to
30 June.
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Accounts invested according to the DIS or in DIS funds
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the DIS

All or part of the benefits invested

of the members

Bikcra-d

invested according to the DIS

All or part of the benefits invested in the

according to the DIS by proactive choice
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Without investment mandate, all benefits

accounts
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About 241,000 \

Part of the benefits invested according to 29%
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1%

30%
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About 9,000
accounts
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About 336,000
accounts

40%
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About 249,000
accounts
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Has it been a long time
since you received your
MPF account information?

When the trustees collated their
account information, they found
some 300,000 accounts without
an investment mandate did not
have a valid address. The trustees
were thus unable to send the DIS
Re-investment Notice (DRN) to
these account holders.

Around 85% of these accounts
were casual employee accounts
in the catering and construction
industries. If these account
holders cannot be reached by the
trustees by October (6 months
after the implementation of the
DIS) this year, the MPF benefits
in these accounts will be invested
under the DIS according to the
law.

The MPFA urges scheme
members who have not received
their account information for
some time to contact their
trustees and check their
accounts.

40% of scheme members
being aware of the DIS have
taken action to manage
their MPF accounts

The MPFA commissioned a
survey on scheme members’
awareness of the DIS. The survey
revealed that about 65% of
respondents had heard of the DIS.
Of these, 80% said they thought
that the DIS could be helpful for
scheme members who do not
know how to manage, are not
interested in managing, or have
no time for managing their MPF.

MPF FEATURE '
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Among the scheme members
who had heard of the DIS,
about 40% said that they had
taken action to manage their
MPF accounts. This included
checking information in benefit
statements, proactively seeking
more information about the DIS,
or consolidating MPF accounts.

The respondents were asked to
answer six DIS-related questions
to ascertain how much they
know about the DIS. Among the
respondents, 75% answered
half or more of the questions
correctly.

In addition, 78% of the
respondents said they knew at
least one of the three key features
of the DIS. These results suggest
that scheme members have a fair
understanding of the DIS.

W R TR [T | By
A DIS advertisement in an MTR station
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877 organizations have been named
Good MPF Employers
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The 2016-17 Good MPF
Employer Award has successfully
concluded with a total of 877
organizations having received the
Award, a record high since its
launch. More than half of these
have now received the award for
three consecutive years.

This year, two new awards,
namely the “e-Contribution
Award” and the “Support for MPF
Management Award”, have been
introduced. They are designed
to commend employers for
having made MPF contributions
electronically, and for providing
employees with assistance
in managing their MPF. After
assessment, around 90% of the
Good MPF Employers received at
least one of the new awards, and
488 received both.

Over 90% of the awardees made
voluntary MPF contributions for

2016

an
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MPFA Chairman Dr David Wong Yau-kar and the Secretary for Labour and Welfare Dr C K Law attended the lighting
ceremony with guests.

their employees, 17% of them
offered more than one MPF
scheme for their staff to choose
from, and 13% offered two
or more additional retirement
benefits for their employees.

At the award presentation
ceremony, held on 26 September
2017, MPFA Chairman Dr David
Wong thanked the Good MPF
Employers for their efforts in
providing their employees with
retirement protection. He also
encouraged more employers to
make good use of the various
online or electronic tools to handle
MPF-related administration to
increase the efficiency of the
whole System.

Guest of Honour at the ceremony,
Secretary for Labour and Welfare
Dr C K Law, said a harmonious
employer-employee relation was
key to Hong Kong’s economic
development, and that the MPF
System was an important pillar of
Hong Kong’ s retirement system.
The Government would work
closely with the MPFA to improve
It.
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Employers’ Handbook on MPF Obligations -
a toolbox to help you become a Good MPF Employer
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The MPFA has updated the Employers ~ Handbook on MPF Obligations to provide employers with more
information about their MPF obligations. The handbook serves as a handy reference for employers, and
particularly their human resources personnel. It covers many different aspects of MPF administration, from
those related to the setting up of a company and the hiring of staff right through to those dealing with the
departure of employees. The e-version of the handbook can be downloaded at MPFA website.

Three common misconceptions about making contributions
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| posted the cheque on the contribution day, so lam | v Contributions and remittance statements need to
not late in making contributions! reach the trustees on or before the contribution day.
v' Make use of the online systems or contribution
software provided by trustees to ensure submissions

are accurate and on time.
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| have an autopay arrangement set up for making | v Employers are required to submit the contributions

contributions. All | forgot to provide was the and the duly completed remittance statement to

remittance statement. | should not be treated as trustees, regardless of the way in which payments

though | have defaulted on contributions! are made. If employers do not submit the remittance
statement, or have filled in inaccurate information,
trustees will be unable to process the autopay
payment and employers will be considered as
defaulting on contributions.

3 | AHRRAEWEZEAFECERMMRGEE > | v B2 A NRARSEFEERWARGEE > &
DABCHOR BEHE IR AR th 1K > IE R = RE AR AT ! EAPAH AT IR R A -

| did not receive the pre-printed remittance @ v If a pre-printed remittance statement is not available,
statement from my trustee this month, so my employers should fill in the remittance statement
trustee is responsible for the delay! themselves.
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Guaranteed funds - do they
guarantee no losses for investors?
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We often say the investment
market is unpredictable and there
are no guarantees when it comes to
investment. However, there is a type
of fund, the guaranteed fund, in the
MPF market that offers a guarantee
for the capital invested or the rate of
return.

Is there any catch to the
guarantee?

Smart investors should pay attention
to the details. Nearly 90% of
guaranteed funds have guarantee
conditions. Scheme members can
only enjoy the guaranteed return
if they fulfil the conditions. It is
important that scheme members
clearly understand the conditions
before investing, and assess whether
they can meet those conditions.

More about guaranteed
funds

There are a total of 23 guaranteed
funds in the MPF market. As of 30
June 2017, these funds had over $57
billion of assets, representing about
8% of the total MPF assets.

e Level of risk: relatively low,
suitable for scheme members

who do not like to take risks,
or those who are close to
retirement.

Where can the guarantee
conditions be found? The
guarantee conditions are clearly
stated in the offering documents
of the relevant schemes.

Is the guaranteed rate of
return before or after fees
and charges? It depends. If the
guaranteed rate of return is before
fees and charges, this will be
stated in the offering documents
of the relevant schemes.

Trustees can change the
guaranteed conditions: [f
any changes are made to the
guaranteed conditions of the
scheme, trustees are required to
send a written notice to scheme
members before the effective
date of the change in accordance
with the governing rules of the
scheme. The written notice to
scheme members should state
the details of the change and
related arrangements, so that
scheme members can decide
whether they want to continue
to invest in the guaranteed fund
concerned.
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e Who are eligible for the
guaranteed return? At present,
all except three guaranteed
funds require scheme members
to meet specific guarantee
conditions before they can
obtain the guaranteed return.
In other words, if scheme
members redeem their units in
the guaranteed funds without
fulfilling the guarantee conditions,
the units will be redeemed at
the prevailing market price and
the members will not get the
guaranteed return. There is a
chance that the investment may
incur a loss.

e Fees and charges: In addition
to the basic fees and charges,
the guarantor usually charges a
guarantee fee or reserve charge.

e Common guarantee conditions:
Common guarantee conditions
include reaching the age of 65,
meeting the legal requirements
for early withdrawal of MPF
benefits, and holding the fund
for a minimum period (e.g. five
years).
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More on guaranteed funds
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10 provided a fixed guaranteed rate of
return or a guaranteed rate equal to
the prescribed savings rate published
by the MPFA
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9 provided a guaranteed rate of
return declared by the insurer/
guarantor on a monthly/yearly basis

T LI20174E9 A Gl (REEFIFRAE T 0.007 % % 3.5% A%
As at September 2017, the guaranteed rate of return ranged from 0.007 % to 3.5%
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About 30,000 MPF accounts have accumulated

more than $1,000,000 in benefits

The MPFA recently published a
report titled “Statistical Analysis of

Fund Schemes”

, which provides o
some interesting statistics about the o
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Fees to be paid by MPF intermediaries, starting in 2018
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From 1 January 2018, MPF
intermediaries will be required
to pay registration fees, approval
fees and an annual fee. The MPFA
will send payment notices to
intermediaries in December 2017.

Details of the fees are as follows:

e a registration fee, of $2,340
for registration as a principal
intermediary (PI), and of $290
for registration as a subsidiary
intermediary (Sl);
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A little while ago, | placed an instruction with my

trustee to switch my MPF assets from Fund A to

Fund B. The trustee seems to have sold my units

in Fund A at a low price. As a result, the amount
of MPF benefits used to buy units in Fund B was
lower than | expected. Would it be possible that the
trustee deliberately sold my units at a low price?

How exactly are MPF fund prices determined? )

%‘: Answer :
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If you have any comments about the Newsletter, or if you wish either to receive or stop receiving information
from the MPFA, please contact us via the following channels:

® #4 Hotline : 2918 0102

© #H Fax : 2259 8806
(@ EH Email  : newsletter@mpfa.org.hk
3k Website : www.mpfa.org.hk
Q@ ik Address : BREFEEMS1BNEE S 00128 /Omrs+
Level 8, Tower 1, Kowloon Commerce Centre, .
Carlngorganlsatlon

51 Kwai Cheong Road, Kwai Chung, Hong Kong prasarai- A oy
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