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ePA: An important step forward
in the MIPF System going

fully electronic
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Forging ahead with

easier MPF management
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Hong Kong's Mandatory Provident Fund (MPF) System has been in
operation for over 16 years. The Mandatory Provident Fund Schemes
Authority (MPFA) has all along endeavoured to streamline MPF scheme
administration and to find ways to help scheme members manage their
MPF more effectively. The MPFA has recently introduced the e-Enquiry
of Personal Accounts (ePA) electronic platform and mobile application,
making it more convenient for scheme members to check and manage their
personal accounts. They represent an important step forward in the MPF
System going fully electronic.

The MPFA's next priority is to standardize, streamline and automate MPF
administrative work by setting up the eMPF electronic platform. The
Government attaches great importance to this project, and has set up
the Working Group on eMPF to steer the development of the electronic
infrastructure. The MPFA will fully support the working group with the aim
of launching the platform as soon as possible.

The net asset value of the MPF System had reached $700 billion as at
the end of March 2017. With scheme members accumulating more and
more MPF benefits in their accounts, | would like to call on them to actively
manage their MPF by making use of various online tools.

| also appeal to employers to consider handling their MPF administrative
work electronically. This year's Good MPF Employer Award has introduced
two new awards, one of which is the e-Contribution Award, which aims
to encourage more employers to manage their MPF contributions using
electronic means. Let's join hands together and work towards achieving a
paperless MPF System.

Diana Chan
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ePA: An important step forward in the MPF System

going fully electronic
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Following the smooth implementation of the Default Investment
Strategy (DIS), the MPFA's next priority is to develop a centralized
electronic platform, called the eMPF, aimed at standardizing,
streamlining and automating MPF administration as well as helping
scheme members manage their MPF more effectively.

The Government is taking the lead in implementing the eMPF
and has set up the Working Group on eMPF with members from
the Financial Services and Treasury Bureau, the Office of the
Government Chief Information Officer, the MPFA and the 14 MPF
trustees. The working group will focus on building a centralized
electronic administration platform to enhance the cost efficiency
of MPF scheme administration. It will also map out a strategy to
encourage employers and employees to manage MPF matters
electronically so as to address the problem of high administrative
costs due to voluminous paper-based transactions.

e-Enquiry of Personal Account (ePA)

The MPF System has also recently moved one step closer to going
fully electronic with the launch of the e-Enquiry of Personal Account
(ePA) platform’, together with an ePA mobile application?. Some
scheme members have switched jobs a number of times but have
not dealt with their MPF benefits in previous accounts. \When this
happens, it is easy for members to lose track of the number of
personal accounts they have, and which schemes the accounts
belong to. Managing their MPF becomes difficult for members in this
situation.

2 [ AR5 7 Al | e AR 2R 2 B8 B MPFA ePA” »
The name of the mobile application of the ePA is “MPFA ePA".
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Registration is simple

The MPFA hopes the launch of the ePA wiill give scheme members more
flexibility in managing their personal accounts, help them take better
care of their MPF accounts and investments, and encourage them to
consolidate their personal accounts. All this will enhance the efficiency
of the MPF System in the long run.

After successfully registering for the ePA platform or the mobile
application, scheme members can access a report on all their MPF
personal accounts. They can do this on their computer, smartphone or
tablet, anytime and anywhere.

The MPFA is also providing a contact list for all the MPF trustees and
disseminating MPF-related information through the new platform. In
addition, whenever scheme members have a new personal account, the
MPFA will send them a notification via the ePA urging them to consider
consolidating their personal accounts. The mobile application also carries
information about the fees and returns of all MPF funds. To date, over
11,000 scheme members have completed the registration process and
activated the ePA service.
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Preparation of documents: You will need your Hong Kong
Identity (HKID) card, and a proof of your residential address
issued within the last three months (e.g. a bill or an invoice
issued by a public utility or telecommunications company
showing your name and residential address).
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Registration: Register for the ePA service via the mobile
application or ePA website.
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website.
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Verification: Submit a copy of your HKID card and proof of
your residential address via the mobile application or ePA

Besides registering electronically, scheme members can
also visit any MPFA office during office hours to verify their
identities with their HKID cards.
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More on MPF Personal Accounts
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Number of personal accounts held by
scheme members

7.5%
(232,000)

34.6%
(1,076,000)

There are two types of accounts in the MPF System: contribution
accounts and personal accounts. The former is job-based, and is
used to receive mandatory contributions and voluntary contributions
paid in respect of a scheme member’s current employment or self-
employment and to hold these contributions for investment. A
personal account is used mainly to receive MPF benefits transferred
from the member’s other MPF accounts for investment.

Under what circumstances will MPF benefits be transferred
to a personal account?

1. When you change jobs:

e if you do not actively manage the MPF in the contribution
account of your previous employment, your MPF benefits will
be preserved in a personal account set up automatically by the
trustee according to the law; or

e you can transfer your MPF benefits from your previous
employment to a personal account set up under a scheme of
your own choice.

2. When you exercise your transfer right under the Employee Choice
Arrangement:

e the MPF benefits arising from the employee’s portion of
mandatory contributions in your contribution account will be
transferred to a personal account under a scheme of your
choice.

What problems might arise if | hold multiple personal
accounts?

As at the end of March this year, the MPF System had about 9.27
million MPF accounts. Around 3.88 million of these were contribution
accounts, and 5.39 million were personal accounts.

There are more than 4.1 million MPF scheme members. Around
three-quarters hold one or more personal accounts, and the net asset
value held in personal accounts amounts to around $280 billion. If a
scheme member changed jobs many times but has not managed the
MPF accounts from previous jobs, the member may hold multiple
personal accounts. They may even lose track of how many accounts
they have, and which schemes the accounts belong to. They may
find it difficult to effectively manage their MPFs. Therefore the MPFA
has been encouraging scheme members to consolidate multiple
MPF accounts for easier management of their MPF.
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1 personal account held
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(6,120) 2 - 3 personal accounts held
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4 -7 personal accounts held
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57.7% 8 or above personal accounts held

(1,791,000) . i
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Number of scheme members
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How do | consolidate my personal accounts?
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Consolidating your personal accounts only takes three steps:

EESHARHE
Select a trustee and a scheme
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You could gather more information about the trustees and schemes by visiting, say, the Fee Comparative
Platform or the Trustee Service Comparative Platform on the MPFA website. You should choose an
appropriate MPF scheme and fund(s) after taking into consideration factors such as the products,

services and fees on offer, as well as your personal needs.

IRERBRFIEEMSZTA

Submit the completed form to your selected trustee
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Complete the “Scheme Member's Request for Account
Consolidation Form" and submit it to your selected trustee. The form
can be downloaded from the “Forms” section of the MPFA website
or obtained from trustees.

EBxmigkHAMX T

Check the relevant documents once consolidation is completed
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On completion of your consolidation, you will receive a “Transfer
Statement” and a “Transfer Confirmation” from your trustees.
Please check these documents carefully to ensure that the account
details and the transferred amount are correct.
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Smooth implementation of the DIS with full-scale
promotional and educational activities
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Advertisement in an MTR station

A major milestone in the development of the MPF System, the
Default Investment Strategy (DIS), has been running smoothly in the
three months since its launch on 1 April. If you received but have not
responded to the DIS Re-Investment Notice that your trustee sent you,
then by the end of June your MPF should have been transferred from
the original default investment arrangement and re-invested according
to the DIS. Meanwhile, if you have opened an MPF account since 1 April
and have given no investment instructions for it, your MPF will have
been invested according to the DIS. Some scheme members have also
specifically selected the DIS or the DIS funds.

As the DIS has a significant impact on all MPF scheme members,
the MPFA has rolled out an extensive promotional and educational
campaign to disseminate all the important information about the DIS
to scheme members.

Since March this year, advertisements relating to the DIS have
appeared in a wide variety of channels, including on TV and radio,
in print media, on out-of-home media (for example on bus bodies,
in MTR stations and on outdoor TV walls), online platforms, social
media and mobile applications. The goal has been for the messages
to be spread as widely as possible across the territory.

[ L5

Advertisement on a bus body

Ik ol

Advertisement on an outdoor TV wall
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and an enhanced version of the DIS infographic video is now
available that conveys the key messages in a clear and simple

way.
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Following on from the earlier MPF investment and DIS
exhibition held at the Central Government Offices, similar
exhibitions were held at five high-traffic MTR stations. Many
members of the public took the time to stop and study the

LD/S infographic video
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Publications
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The MPFA has also taken into account the needs of ethnic
minorities in Hong Kong. DIS leaflets in Nepalese and Urdu have
been published and are now being distributed through relevant
non-government organizations.

LRI S AR A [ FeEPE ) A
DIS leaflets in Nepalese and Urdu
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Briefings and talks for different
stakeholder groups

Since June last year, the MPFA has visited
many districts and associations to introduce
the DIS to an array of stakeholders.

F E%’fﬁ%‘ﬁ“‘?%ﬁ%ﬁﬁﬁ%ﬁﬂ B » IS Z (0715 Gk B BN AR R | -
MPFA Chief Corporate Affairs Officer and Executive Director Mr Cheng Yan-
chee gives a DIS talk to assistants to LegCo members.

The MPFA has briefed Legislative
Councillors, the 18 District Councils, labour
unions, chambers, employers’ associations
and think tanks. \We have also joined hands
with different groups to hold talks. They
included Government departments, District
Councillors, employers’ associations and
awardees of the Good MPF Employer
Award. So far, the MPFA has attended
or organized more than 180 DIS talks or ] -
briefings reaching tens of thousands of ﬁéﬁﬁg@g@ﬁIAﬁaﬁthﬁ@

exhibits.

scheme members. Lunchtime talk for construction site workers J
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DIS exhibition at an MITR station J
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Are the DIS funds under dlﬁerent schemes identical?
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The DIS legislation has standardized the default investment
arrangements of all 32 MPF schemes by imposing fee caps and
setting out some broad principles on the investment strategies to
be adopted. However, the DIS funds of different schemes are not
identical.

The DIS is composed of two mixed assets funds, namely the
Core Accumulation Fund' and the Age 65 Plus Fund? Both of
these invest in a globally diversified manner. If a scheme member
invests in the DIS, the member’'s exposure to investment risks is
automatically and gradually reduced once the member turns 50.
In addition, the management fees of each of the two funds must
not be more than 0.75% of the net asset value of the fund and the
recurrent out-of-pocket expenses not more than 0.2%.

Although the DIS under all schemes shares the same features,
the funds under the DIS vary in their investment approach, risks
and investing markets. Some DIS funds also charge fees at a level
below the statutory caps.

While most DIS funds adopt active management, some are
passively managed, investing with the objective of tracking the
performance of the reference indices. For those actively managed
funds, investment managers have the flexibility in choosing which
markets and securities to invest in. Therefore, the fees, risks and
returns of the DIS funds are not identical.

o FLAR O A A S BR A  E (— M BRBR %)

60% of its benefits must be invested in higher risk assets (mainly global equities) and 40% in lower risk assets (mainly global bonds).
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80% of its benefits must be invested in lower risk assets and the rest in higher risk assets.
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MPF members’ investment knowledge on the rise
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The MPFA has commissioned four tracking surveys since 2009 to better
understand MPF scheme members’ level of knowledge on investment,
their investment behaviour, and their awareness of MPFA’s investment
education campaign, as well as the changes in these areas over time.
The latest survey has revealed a rising trend in members’ investment
knowledge and an increase in the number of scheme members actively
managing their MPF.

The latest survey, conducted in the fourth quarter of 2016, successfully
interviewed 1,002 MPF scheme members aged 18 to 64.

Steady rise in members’ investment knowledge

The MPF investment knowledge of members was measured by a
quiz consisting of 18 questions relating to MPF investment. Questions
included “Diversification is a strategy which aims to...?"”, and “What
does a higher fund expense ratio mean?”.

An overall performance score ranging from 0 - 100 was computed
based on the number of correct answers given by the respondents. In
the latest survey, the mean score obtained by members was 64.8, an
increase from 52.7 in the 2009 - 10 survey. Indeed, a steady rise in the
level of investment knowledge has been observed (Chart 1).

w5y
2016-17 Mean
Scores

Bl — = 5250 3 e[ 3R < 43 Ak T 0 10 34 4

Chart 1: Mean scores of respondents in the “MPF investment knowledge quiz”
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The proportion of members scoring more than 65 points was 56.7% in
the latest survey, increasing from 18.2% in the 2009 - 10 survey.

It was found that members tended to perform better when answering
questions relating to:

e  the relationship between MPF fund choices and risk tolerance
level; and

e the handling of MPF benefits when changing jobs and when
reaching retirement age.

However, members showed relatively weaker knowledge in the
following areas:

e  the features of guaranteed funds; and

e the Fund Fact Sheet, Fund Risk Indicator and Fund Expense Ratio.

Investment behaviour becoming more proactive

The survey also assessed members' behaviour regarding MPF
investment, including what factors they took into consideration when
choosing funds, and whether they had consolidated their MPF accounts
and reviewed their investments when changing jobs.

For example, the survey asked respondents whether they had taken any
action to manage their MPF account when they last changed jobs. The
latest survey showed that in this situation, 71.3% of respondents had
given instructions to their trustees about handling their benefits, a higher
percentage than two previous surveys' (Chart 2).

R ARG/ RA BT AT E)
Took no action/did nothing
= AN/
Can't remember/Not applicable
BB RS2 TR 2 A
(PR BB AE JRAT S0 sl 2 2 — )
Instructed the trustee to handle
their accrued benefits
(either keeping them in the original
scheme or transferring them to
another scheme)

2011-12 2013-14 2016-17
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Chart 2: Whether members managed their MPF benefits when they last changed jobs
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In the survey conducted in 2009 - 10, respondents were asked if they had ever consolidated their MPF preserved accounts. Since the questions

differ, the results cannot be directly compared.
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Moreover, the latest survey showed that nearly 66% of respondents
reviewed their MPF investment or account information at least once a
year. Those who said that they never reviewed their MPF investment
accounted for just 13% of respondents, which was lower than the two
previous surveys (Chart 3).

The survey found a positive relationship between members’ investment
knowledge and their investment behaviour. A higher level of investment
knowledge was associated with more proactive investment behaviour.

The survey also found that about 60% of respondents were aware of the
MPFA's investment education campaign. The most familiar promotional
channels were the MPFA's TV video series, information leaflets and
booklets. Like the previous three surveys, the 2016 - 17 survey found
a positive relationship between members’ investment knowledge and
their awareness of the MPFA’s investment education campaign. For
members who were aware of the MPFA’s educational activities, the
mean score of their investment knowledge was higher than those who
were not (67.1 vs. 61.2).
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A variety of investment education activities
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Being highly aware of the importance of MPF investment education,
the MPFA has regularly held a variety of investment education activities
via different channels. These activities have included the organization
of exhibitions and workshops, and the publicizing of MPF-related
information through both the mass media and social media outlets.

In its annual publication released last December, the Organisation for
Economic Co-operation and Development (OECD) drew attention to the
variety of innovative channels used by the MPFA to deliver messages
about the MPF and retirement investment to scheme members. The
OECD publication also mentioned the MPFA's retirement planning
workshops for specific target groups (such as young people and the
working population), and commented that these appeared to be more
effective than more traditional one-size-fits-all financial education
programmes.

2R R 2 B AL O 1 BB TR AL Ak 1 BRI Pension Markets in Focus (2016) 55 42-44 H -
2 Please refer to Pension Markets in Focus (2016), OECD, pp. 42-44.
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Making a false claim for early withdrawal of MPF benefits on the grounds of
permanent departure from Hong Kong is a criminal offence
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Penalties
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Any person making a false or misleading
statement to an MPF trustee commits an
offence. Convicted offenders are liable to a
maximum fine of $100,000 and one year's
imprisonment.

The MPFA is calling on MPF scheme members not to make false claims
for early withdrawal of MPF benefits on the grounds of permanent
departure from Hong Kong.

Earlier this year, four MPF scheme members were convicted of
submitting a false or misleading statement to their trustees when
applying for early withdrawal of MPF benefits, and were sentenced to
81 to 160 hours of community service. In 2016 - 17, a total of 42 MPF
scheme members were convicted of the same offence.

Under the Mandatory Provident Fund Schemes Ordinance, scheme
members are allowed to withdraw their MPF benefits before the
age of 65 only under certain special circumstances. One is that they
have departed or will depart permanently from Hong Kong to reside
elsewhere, and have no intention of returning for employment or to
resettle in Hong Kong as permanent residents. In case a scheme
member has once withdrawn his MPF benefits on the grounds of
permanent departure from Hong Kong, he shall be precluded from
applying for early withdrawal of his MPF benefits on the same grounds
again.

Scheme members who apply for early withdrawal of their MPF benefits
on the grounds of permanent departure from Hong Kong have to make a
statutory declaration that they have departed or will depart permanently
from Hong Kong on a certain date and have not been previously paid
any MPF benefits on the same grounds. If scheme members submit a
false or misleading statement in their applications to trustees, they will
be liable to prosecution.

The MPFA would also like to remind scheme members to be aware of
people claiming to act as ‘middlemen’ who say they can help scheme
members to withdraw their MPF benefits early. These so-called
‘middlemen’ are in fact looking to make a profit through commission by
inducing scheme members to falsely declare that they are permanently

departing from Hong Kong.
Y
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Infographic videos to encourage scheme members to make an early start in

retirement planning
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The MPFA's mobile application “MVP (Most Valuable
Player) @ Workplace” has also been revamped with a view
to providing young people and job seekers with up-to-date
information on the MPF and job-hunting. The application
has a new look and new features such as a “CV Generator”
and a "Virtual Interview". In addition, its “MPF Corner” now
allows users to practise filling in an MPF enrolment form. The
application is available for free download at Google Play and

the App Store.

" https://www.facebook.com/workplaceincredibles
2 https://www.youtube.com/user/TheMPFAchannel

The MPFA is helping MPF scheme members, in particular young people
and those who have newly entered the workforce, understand more
about the MPF System and MPF investment. One way it is doing this
is by taking advantage of various social media and online platforms to
educate young people about the importance of having the right attitude
towards money management, and of making an early start in retirement
planning.

Recently, a series of infographic videos on the theme of making an early
start in retirement planning was released on different online platforms.
The three videos — titled "Early Planning for Retirement”, “The Power
of Time”, and “Understanding the Risks” — are now available on the
Facebook fan page “Workplace Incredibles”’, and on the MPFA Channel
on Youtube?.
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Two new awards for the Good MPF Employer Award 2016 - 17
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This is now the third year that the MPFA has been organizing the
Good MPF Employer Award. The list of awardees will be announced
this September. This year, two new awards have been added to
the programme: the e-Contribution Award and the Support for MPF
Management Award. Companies and organizations that qualify for
the Good MPF Employer Award and fulfill the assessment criteria for
the new awards will receive extra recognition for handling their MPF
contributions electronically, and for providing their employees with
support services that can help them manage their MPF.

The Good MPF Employer Award is an annual programme that seeks
to promote and foster employers’ compliance with MPF legislation,
to encourage employers to provide better retirement benefits for
their employees, and to recognize employers who are exemplary in
enhancing the retirement benefits of their employees.

The response in the past two years has been encouraging, with 655
companies/organizations having received the Good MPF Employer
Award in 2015 and 849 in 2016. Past awardees have come from
many different industries, including finance, construction, education,
transportation, trading and catering, and together are estimated to
employ over 150,000 employees.
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Coming soon
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Details Venue
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personal account checking

Free and independent analysis of

MPF investment and

retirement planning by

Certified Financial Planners
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¢ Information on MPF enrolment, MPFA

Head Office
(Kwai Chung)

contribution and general administration
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% Question :
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My employer recently changed to another MPF
scheme. We employees have been told that all the
benefits in the old scheme have to be transferred to

the new scheme. This means that our accrued MPF
benefits cannot be left in the old scheme. Does my

employer have the right to do this?

% 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
#4931k Website : www.mpfa.org.hk
@ ik Address : BBEFEERS1KNEE S P01 E8E /Oyears+
Level 8, Tower 1, Kowloon Commerce Centre,

51 Kwai Cheong Road, Kwai Chung, Hong Kong ﬂlﬂ%ﬂ?"“i“ﬁm
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