Date: 10 October 2014

To: Investment Regulation Department, MPFA
Attn: Providing Better Investment Solutions for MPF Members

cc: The MPF Industry Scheme Committee
c/o Committee Secretariat, MPFA

From: Mr. Raymond Ng,
Bank of East Asia (Trustees) Limited

Ms. Ka Shi Lau, BBS
BCT Financial Ltd / Bank Consortium Trust Co

Subject: Joint Submission on the Core Fund Consultation

The two trustees of the industry schemes (i.e. Bank Consortium Trust Company
Limited and Bank of East Asia (Trustees) Limited) are in agreement with the
submission presented by the HKTA to the MPFA on the Core Fund Consultation.
Please find below additional comments relating to the operation of the industry
schemes
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I. Additional comments on Q6 %ERHEE 6 BIMTIIER R

a. The use of electronic means for contribution submission Fl|FH & &1k
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Compared with master trust scheme, majority of employers participating in
the Industry Scheme (“IS”) still use hard copy to submit contribution,
incurring additional administration work for the trustees/administrators.
Therefore, it is even more difficult for industry scheme sponsors to achieve
a fee level at or under 0.75%.

While we understand that there might be difficulty, but we would suggest
that the MPFA considers mandating employers to use electronic means to
submit contribution for cost efficiency.
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b. Relaxation of regulations (e.g. re-define contribution day for casual
employees and further simplify contribution arrangement for casual
employee) it TG K (B HT 1 7E F s (g B kY Bk H R P s
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The existing regulations governing the operation of industry scheme are
relatively strict. For example, for employers who have chosen not to make
contribution on the next working day after the payment of relevant income,
they may need to make 4 contribution payments per month if the
contribution period for their casual employees is on a weekly basis.
Therefore, we believe that the existing regulations on IS may need to be
amended so as to make it more effective to operate.

Another example is the contribution arrangement for casual employees.
Although the process has been simplified since November 2013, for
employers whose casual employees are remunerated on a daily basis but not
paid on a daily basis, they need to provide contribution records for each
working day separately. Trustees’ effort in processing these contributions
will inevitably increase. Hence, we would suggest that the MPFA takes
this opportunity to further simplify the contribution arrangement for casual
employees.
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c. Using electronic means to communicate with casual employees (CEE) #I]
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Currently, monthly statements are sent to CEE after their contributions are
processed. The cost for printing and mailing these statements drives up
the FER. To assist IS trustees to keep the FER down and be
environmental friendly, it is suggested that for casual employees who have
provided e-mail addresses or mobile phone numbers, trustees can send
message via e-mail or SMS advising these employees to check their
contribution records online. Such e-mail and SMS message could replace
the existing monthly CEE statements. For casual employees who do not
provide e-mail addresses or mobile phone numbers, the IS trustees will
continue to send monthly CEE statements.
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Il.  Additional comments on Q4 or Q12 5tf5RE 4 & 12 IHTIIE R

a. The use of glide path to reduce risk over time FI| &z SHC R B
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Both IS schemes have a number of “dummy” account members (i.e. casual
employees who are not properly enrolled in the scheme) where IS trustees
only have the name or HKID/passport number of these “dummy” account
members. As the date of birth for these members is not available,
appropriate application of the glide path to de-risking would be difficult. In
case the transitional arrangement as set out in paragraphs 78 and 79 is
implemented (especially for existing dummy account members where
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members’ existing benefits would be switched to the new “default/core”
fund), we would suggest applying the glide path applicable to the risk
profile for age 65 for these members.
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We hope the MPFA would take the above into consideration and work with the two
Industry Scheme trustees on addressing the above issues in the coming months.
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