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Continuing Improvement in the MPF System
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The MPF System was launched in December 2000. Over the past 11 years, the MPFA has been proactively proposing reforms to
improve different aspects of the System using experience gained from actual operations, comments from different stakeholders and
market developments.

Our most recent initiative is a review of the regulations of the withdrawal of MPF benefits, including the modes of payment as well
as grounds for early withdrawal of MPF benefits. We have come up with two proposals after the review and in mid-December 2011,
we kicked off an open consultation which will last for three and a half months. Views on the proposals are welcomed from all
interested parties.

During the review process, we bore in mind the objective of the MPF System, which is to assist the employed population of Hong
Kong to accumulate retirement savings by means of contributions by both employers and employees, as well as self-employed
persons. In view of the very modest contribution rate under the MPF System and the existence of maximum level of relevant income
(Max RI) beyond which no mandatory contribution is required, the accrued benefits from mandatory contributions alone, in many
cases, will not be sufficient to provide adequate retirement income security. This is in line with the World Bank three-pillar model, in
that retirement income for retirees should be funded from a combination of MPF savings, extra personal savings and social security
(for the needy). Therefore, when scrutinizing the various options addressing the two aspects of the review mentioned above, we
have taken into account increasing flexibility with regard to the withdrawal of MPF benefits, while adhering to the key principle of
ensuring a certain level of retirement protection for scheme members upon retirement. The MPF Focus in this issue explains the
rationale and considerations behind this review. We hope this will provide you with a better understanding of the two proposals and
encourage constructive feedback from you.

In addition to the review of the regulations of the withdrawal of MPF benefits, we have completed other reviews related to various
aspects of the MPF System. Reform proposals have been submitted to the Government to facilitate amendments to the laws
concerned. First, we have proposed a mechanism for the suspension and resumption of the levy for the MPF Compensation Fund.



The proposal submitted to the Legislative Council by the Government in November 2011 was accepted. It is expected that the
Government will submit amendments to the related law in the first half of 2012, and that the levy will be suspended starting
in late 2012. Besides, following the commencement of the new minimum level of relevant income for MPF contributions on 1
November 2011, the amendment of the Max Rl was passed by the Legislative Council in November. The monthly Max Rl was
amended from $20,000 to $25,000, while the daily Max RI for Industry Schemes members was amended from $650 to $830,
effective 1 June 2012. The hill to enhance regulation of MPF intermediaries activities was gazetted on 9 December 2011 and
subsequently introduced to the Legislative Council on 14 December. We hope the bill will be passed before the end of the
2011/12 legislative session and the Employee Choice Arrangement can commence on 1 November 2012.

Meanwhile, we are pleased to note that MPF trustees have recently been announcing reductions in MPF fund fees or
launching low-cost MPF schemes and funds. The MPFA has all along been introducing various initiatives to drive fees down.
With a view to finding room for further fee reduction, we have appointed a consultancy firm to study and analyze the trustees’
administrative costs, in order to recommend ways to simplify the procedures that would make scheme administration even
more cost efficient. The consultant is expected to submit a report in mid 2012.

The global investment market has been volatile lately. We will continue stepping
up our investment education to enhance scheme members’ understanding that
MPF is a long-term investment and that they should manage their MPF according
to their own needs and risk tolerance level, rather than switching funds hastily in
response to short-term price fluctuations. They should be aware that during the
process of fund switching, there will be a time lag when the benefits will not be
invested. Fund prices may change due to market fluctuations during this period,
possibly resulting in a “sell low, buy high” situation.

Locking ahead, the MPFA will continue to perform its functions of reviewing and

enhancing the regulations related to the MPF System, so that the System will be

able to sustain its role as one of the main pillars of retirement protection and suit
the changing needs of scheme members.

Diana Chan

Managing Director

L] Review of the Regulation of the Withdrawal of MPF Benefits
MPF Focus
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Early this year, the MPFA Management Board formed a working group to carry out a review of the modes of payment of MPF

benefits, as well as grounds for early withdrawal of MPF benefits. After months of discussion, the working group put forward the two
proposals listed below, which have been accepted by the Management Board in principle:

(1) BFrEIMENRARSIER RN » AEENEERBELEINEMSG L » B SEN a5
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Allowing flexibility to scheme members to choose the mode of withdrawal of MPF benefits on the grounds of retirement or
early retirement, either in a lump sum or gradually ; and

(2) P BREEIGAESEANER  FFCERE L ERESHER (LUTFEE T XREI%R ') NEtElKE
RERRIGAESER °
Introducing an additional ground for early withdrawal of MPF benefits, when a scheme member is certified to have an illness

that would likely reduce the person's remaining life expectancy (hereunder referred to as “terminal illness™").

'THREER, EERRESHER MEARSNEANHGERSSREE B HEE M AEMEEccHnERERI=M - BASSnmE
THREER, ERANMGRTRRSS < cRENBERNER -
“Terminal illness” refers to an illness that is life endangering, such that the remaining life expectancy of the individual will be reduced to a specified period, and the
specified period will end before the retirement age of 65. The length of remaining life expectancy to be specified in the definition of “terminal illness” is one of the issues
the MPFA would like to invite responses from interested parties.



MIEEZEAZE Considerations behind the two proposals

FESIET B IR ZAVEIET » F7iiead T RENAOIABIEIGRE S ERGRIAE » Wi T IREGAEE#R20R
ETEIF 0 LT BERESAVIEIN o LEA - RIS ER T HRARIIERCR 0 LT SRR RIGEE eI E B RECE
X2E7HBEERIGEAERS S EAVEH  SimERFTNEBEMELSELE BN ERGHSHESHAIRKA
TIEEEMLL AT ©

ABFEIEIR E T EASIRR EAREREE-EBgUAHANIBIGEES » TEZERERIEEACSIEIM MY
BRESHEERMNEGE » LB HIMEETEESRBS AN PHIREESA TSI R FEEZYIR - B » STEIRE
AL AEEAZN - AREASENREMPFERESZRE  KEEECHERKESR - BHPEEBBFEMER SN
HAR ZREFRT —RINESENES  LHISTRAATHEEZ  #M{EEHEHS Gt EHIZIESE
KFE o

RGEFERL T RUER SIS ER RGBSR ED  ZERBYHAAIMERS  aFFEL " RKRBKERKR, ¢
BRESHREANEEFTNHEERECAEZRR - EERTANIERIEICEHEEN » VATHNEEHNEERE
BEtSIM B A SR ARAFRERAEBEESNER - 55 » BBEEHEESMEALMEAEGIMGRAEESE
FrEREIHBFE —HZ Rk MEFIEEENH FafE » HFKTETRS MBEEEEETS » QILEHEER
EEEAFMAEBEHERBATRATE  ERTERT - ENEREARIBESEZH MM H R ERFERAEZM
0% » PIANFRINE » RLERHATBLEL RRMEE2EEE BT E@GEANES  AREEHEZF B E
REMEFREGE « RH - AOREEER - A\NFEEESFSAEEBITFEER

These two proposals have been formulated based on a review of the existing requirements relating to the withdrawal of MPF
benefits in the legislation and studies on the statistics on the withdrawal of MPF benefits to understand the current situation.
The MPFA has also carried out a review of records of the legislature to identify the intention and policy regarding the existing
mechanism for the withdrawal of MPF benefits and made reference to the experience of overseas countries regarding the
withdrawal of retirement benefits. Various options have been analyzed in terms of their consistency with the MPF purpose as
well as their feasibility.

With regard to the proposal of allowing scheme members to choose to withdraw their MPF benefits in a lump sum or gradually
upon retirement or early retirement, the MPFA takes the view that this would foster a greater sense of personal responsibility
and ownership of retirement benefits. Therefore, the MPFA proposes that no minimums or maximums would be prescribed in
the MPF legislation in relation to the withdrawal frequency as well as withdrawal amount. Scheme members are allowed to take
into account their own preferences, level of risk tolerance and other sources of wealth in their MPF management. The MPFA
expects that by allowing more options, there should be more incentives for the industry to develop a range of payout options
to meet the needs of different individuals and more competition among service providers to keep the costs of payout products
at a reasonable level.

As for the proposal of introducing “terminal iliness” as an additional ground for early withdrawal of MPF benefits, the MPFA
takes the view that for scheme members suffering from “terminal illness”, the prospect of providing for an income after age 65
has lost its meaning. In considering various grounds for early withdrawal, we have to strike a balance between the potential
advantages against the risks that scheme members may prematurely deplete their MPF benefits before retirement. Moreover,
the MPF System is a mandatory retirement saving system for the working population. The savings are segregated for a single
purpose — retirement. Besides, it is still a relatively young system. In view of the relatively low level of contributions and the
relatively small amount of accumulated benefits so far, it is considered neither feasible nor practicable to try to use the MPF
System to address different needs at this stage. People thought that arrangements for early withdrawal of retirement benefits
adopted in other countries, such as Singapore, should be considered. The MPFA's stance is that while such arrangements can
serve as a reference, they might not be applicable to Hong Kong because the retirement protection system, taxation system,
population, economic situation and saving habits vary from country to country.

BRIt 2 SR AR MGaEEERN AN

Current Mode of Payment of MPF Benefits
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Currently, scheme members can manage their MPF benefits in a lump sum at the age of 65 in one of the following ways:

Q SBUREGRIESHESR ; 5
Withdraw all MPF benefits; or

0 EREEGSHFEEEFRZERAA  #ERFARE  BEREFETEN

Retain all MPF benefits in a preserved account and continue to invest them and withdraw them when necessary.

LB EFROSHMAEAREARZRIGEESER  KAAFESERBEAARLEEBHM » SHKEH
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If scheme members do not claim their MPF benefits at the age of 65, their trustee will notify them in writing of their right to
claim payment and let them choose whether to retain their MPF benefits in the scheme within 12 months.
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On 16 December 2011, the MPFA kicked off an open consultation lasting three and a half months to solicit views from interested
parties on the two proposals. Views are welcome from all sectors before 31 March 2012.

The Consultation Paper gives details on the background of the MPF System, overseas pension systems, the guiding principles and
the various options included in the review. Eight consultation questions have been set out to help us understand views from the
public in a concrete manner. The MPFA will consolidate all views collected at the end of the consultation and submit a report to the
Government for its consideration.
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Interested parties can obtain a copy of the Consultation Paper from MPFA offices, Public Enquiry Service Centres of District
Offices, Job and Recruitment Centres of the Labour Department or Consumer Advice Centres of the Consumer Council, or
download it from the MPFA website (www.mpfa.org.hk). Comments can be sent to the MPFA in the following ways:
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(WDB@mpfa.org.hk ) SR ZETEEE ;
completing the questionnaire in the Consultation Paper and sending it back
to the MPFA by post, fax (2259 8199) or email (WDB@mpfa.org.hk);
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completing and submitting the questionnaire online on the MPFA website; or | /'_.-;:? *ﬁ?@
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Calling MPFA's dedicated telephone line at 1833 108 to record your comments. Ly B Vo ;
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Five Specified Circumstances for Early Withdrawal of MPF Benefits Under Current Regulations
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At present, the law allows early withdrawal of MPF benefits under the following five specified circumstances:
Q FERE0BEILIRFENR ;

Early retirement at the age of 80;

@O K AMEHBEREES ;

Permanent departure from Hong Kong;

© EET|ATEREN (AHEEERA > MATRAN IS » RIEZAIAMURERE BTN ITFEND) ;
Total incapacity (defined as the capacity in relation to the kind of work that the scheme member was last performing
before becoming totally incapacitated, and contingent upon the claim being certified by a registered medical

practitioner);
O /EHEBIED (RIBELIESEEE /50007 » EBE12EAREEEH B TXPESERS
BIME); 5

Small balance account (the amount of benefits in MPF account does not exceed $5000, no contribution has been made
in the 12 months prior to the claim, and in circumstances in which the scheme member does not intend to become
employed or self-employed in the foreseeable future); or

O %t (RREEBEMEEEN 5D » IHEEREARER)
Death (in which case the MPF benefits become part of the estate and have to be claimed by the executor
of the estate).
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Three Steps to Claim Payment of MPF Benefits
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Scheme members can claim their MPF benefits at the age of 65 by following the three steps below:

(1) FeEsefES IR ER Ascertain the MPF Account Information

o AIFFEAIRHBEEEEERT » FEAREECHBNERIER » REAZENEHREINEBRFZZIAR
iEREtEIER o
Before you submit your claim to your trustee(s), ascertain the details of the trustee(s) and MPF scheme(s) for your contribution
account(s) under your current employment and preserved account(s) from your former employment(s) and/or self-employment(s).

s MIETEHCHRERFHERBRAER » RAILL :
If you have forgotten the number of your preserved account(s) and the relevant details, do one of the following:
| BESAEILM  RIRARENEIE R - FIREBRERES « HMAEARIHEE THRERF NS
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Bring along your personal identity document(s) to an MPFA office during office hours and we will provide the information
of your trustee(s) of your preserved account(s); or

> &S F#E (http://lwww.mpfa.org.hk ) FEERRIE + AR ER S HEAHEE » BFHEE
(3146 7367) Eff BRVEERSR" » AMI@LEFEHXEE o
Download the enquiry form from the MPFA website (http://www.mpfa.org.hk), and mail or fax (3146 7367) the completed

form, together with a copy of your identity document(s), to the MPFA office in Kwun Tong*. The information requested will
be mailed to you.

Q) HR"REESHPEREER _
Complete “Claim Form for Payment of Accrued Benefits”

s BRARBAINEERMEE TH » BlRMRAIZIEAR ©
Download the claim form from the MPFA website or get it from your trustee.
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If you have only one account, fill in one form; if you have more than one account in the same scheme, fill in only one form.
o IRES I —EETBI TR TRESIRS » (REIZARSEBIS AR —(HRRE o

If you have accounts in more than one scheme, fill in one form for each scheme.

B ARFENEZFRIERAE L

- Submit the Completed Form(s) and Relevant Document(s) to Your Trustees(s)
o E{RIEM 65 B RIEAELER » RAARASIARTEZNHRERIBRE TS 25BN o

You must submit the completed form and your personal identity document to the trustee(s) when you claim your MPF
benefits at the age of 65.
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Your trustee(s) will verify your information upon receipt of your claim form. Normally, it takes 30 days to complete the claim
process if all required document(s) are submitted.

R RAGETE SR I ERISEIE ¢

Reminders for early withdrawal of MPF benefits:
SrEIRERABHEREEGFIMNAEEEER - HAREEENERESER (F2RELaN EeER )

Currently, requests for early withdrawal of MPF benefits will only be allowed under the five specified circumstances stipulated
in the law (Please refer to MPF Focus on Page 5).
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Apart from following the above steps, you must submit the original of your statutory declaration and any relevant additional
information, such as medical certificate or immigration visa if you request early withdrawal of MPF benefits.

"TRS REE S IR A £ 7 BE R SR E3H 380 4R AIAT 20 1 5 1 I 2548
Address of MPFA Kwun Tong office: Level 25, Tower 1, Millennium City 1, 388 Kwun Tong Road, Kwun Tong, Kowloon
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Essie Chan, Inspector in the Enforcement Department (left) and Alex Chu, Senior Officer in
the Supervisicn Divizion of the MPFA (right) receive the Ombudsman's Award for Officers of
Public Organizations to recognize their professional performance in handling complaints.

Recently, two more MPFA staff received the Ombudsman's Award for Officers of
Public Organizations. This marks the ninth year in a row for MPFA staff to receive
this award.

Hu.ﬁ“"

The two awardees were Essie Chan, Inspector in the Enforcement Department and
Alex Chu, Senior Officer in the Supervision Division. They both handle complaints at
the frontline. Both expressed that the key to handling complaints properly was “to
listen” with patience and “to explain” with care, so that both scheme members and
employers could receive the most appropriate assistance.

Essie has worked as an inspector in the Enforcement Department of the MPFA for
more than four years. Her main duties are to investigate suspected cases of violation
of the MPF Ordinance. The Enforcement Department receives suspected
non-compliant cases (for example, non enrolment or defaulted contributions by
employers) through reports from trustees, complaints from employees or proactive
inspection by the MPFA. Inspectors then follow up with the suspected cases. “As
frontline staff, we have to let the complainants know we are there to help,” said
Essie. “In regard to cases of defaulted contributions, we have to ensure the
complainants understand that every single document we are asking for is necessary
to help recover the contributions in arrears.”

201 ] Lz
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Alex has been with the MPFA for almost six years and was transferred to the
Supervision Division about three years ago. He is responsible for handling complaints
against trustees. He strives to make the complainants understand the responsibilities
of ftrustees
and the operation of the MPF System in order to
prevent any misunderstanding. “Most of the
complaints | receive are about trustees’ service,”
said Alex. “l always remain neutral. | talk to the
trustees to help them enhance their service
standards, while at the same time explaining the
operation of the System to the complainants to help
them understand the administrative duties of the
trustees under the current regulations.”

HTEEHRHRBE =T
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What is the Ombudsman's Award for Officers of
Public Organizations?
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The Award is organized annually by the Office of the Ombudsman

As frontline staff, Essie and Alex agreed that public

education is important. Both of them are pleased to
be “MPFA Ambassadors”, to help enhance scheme
members’ understanding of the System, in order to
protect their MPF rights.

with the aim of honouring public officers for their proactive attitude in
handling complaints. The award is given to officers who
demonstrate a sense of responsibility, patience, rationality, fairness,
neutrality, positivity and truthfulness during their everyday
communication with the public.
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We have created a new column called “Letter to Professor Kam” starting in this issue. In this column,
Professor Kam, the founder and Vice Chancellor of the MPF University will answer enquiries on MPF investments.

HREEZHSRRNARBERR ?
Are RMB investment products permissible in MPF funds?

HEFSERNRERGIRIES  BReESEUBREEAB U
REES BEARBESR - ERL  WMEHB LB ZIEARHA
HirsREad B ARBEEREFN

MPF funds are permitted to invest in foreign currency products, including RMB

products, as long as they fulfill the relevant guidelines and regulations. In fact,
some MPF funds in the market already include RMB bonds and deposits.

BENRAEBEREREESBMLRIR?

What are the rules and regulations for MPF funds investing in RMB products? .

RENARMESNERSES  BRAEMIHE
ERfEREES K  BETHREHPORER
mRE| - B

Similar to other foreign currency investments, MPF funds
investing in RMB products must abide by the regulations of the
MPF Ordinance, including the following:

O LUETEREEEY ;
they must be denominated in Hong Kong dollars;
O EeHERISmATIREEE R
at least 30% of a constituent fund must be held in
Hong Kong dollar currency investments; and

O BENRF—ARBTHIRMFEENES BESEM
HEFTREIRE (TEEGFR) g —RTaLZ
RESREEER—5E °
the total amount invested in bonds securities and other

permissible investments issued by any one organization
may not exceed 10% of the total assets of an MPF fund.

Zn A BBEEAARSEIRE A LIEERIES
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RMB bond products also have to meet the specific requirements

listed in the MPF Ordinance, such as a minimum BBB credit
rating from Standard & Poor’s or Baa2 rating from Moody's.

B Z I EEEE - BFNEERNEN  —EHE  HERLERZHUEHS -

Professor Kam welcomes all enquiries related to MPF investments. Please send your question via email,
post or fax. As a token of our appreciation, we will send you a souvenir if your question is published.

Bi#& % {fJ Contact Us

#4z Hotline 2918 0102
{5 Fax - 2259 8806
TE Email - newsletter@mpfa org hk
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Unit 1501A and 1508, Level 15, International Commerce Centre, 1 Austin Road West, Kowloon
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The MPFA strives to help the public understand more about MPF investment and encourages them to better prepare for their
retirement. This issue’s MPF Snapshots brings you several public education initiatives launched recently by the MPFA.
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MPFA x Maggiology : MPF Investment Education Comic Strips
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The MPFA invited renowned local illustrator Maggie to develop a comic strip series to enhance the public’'s MPF investment knowledge.
The entire comic strip series is available on the MPFA's thematic MPF investment education website (http:/fvww.mpfa.org.hk/MPFIE).
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MPFA x Metro Broadcast : Multimedia
Competition on MPF for Tertiary Students
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The Multimedia Competition on MPF is open to all full-time
students of tertiary institutes. The participants have to produce
a three-minute short video to disseminate messages about the
importance of retirement planning. Earlier, DJs from Metro
Broadcast and artistes visited a number of tertiary institutes to
encourage students to take part in the competition as well as
to promote the MPF messages. In January and February
2012, participants can take part in training workshops hosted
by various experts in creative industry and financial industry.
For details, please visit the MPFA's Facebook fan page
( http:/Mearw.facebook.com/rollingmymoney.mpf ) .
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MPFA x TWGHs Healthy Budgeting Family
Debt Counselling Centre : “Planning a Brighter
Future” Life Planning Workshops
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"' To tie in with the Other Learning
Experience (OLE) section of the new
senior secondary curriculum, the Life
Planning Workshops enable students to
experience different life stages after
' leaving school, from joining the workforce
». fto making investments, managing their
~ MPF and planning for retirement. The
workshops aim to enhance students’ understanding on MPF
and help them develop a proper attitude towards
financial management.
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