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MPF System £

e ER chooses MPF scheme

* ER may use accrued benefits derived from ER
contributions to offset SP / LSP
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MPF System k

« EE chooses from constituent funds
(investment options) offered by scheme
selected by ER

e Other than capital preservation fund, no
requirement on no. or kinds of constituent
funds offered by scheme
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MPF System

« EE may choose scheme for opening
preserved account on cessation of
employment

« SEP may choose scheme at any time

e Scheme chosen by ER may not offer a
constituent fund that is most suitable for an EE’s
circumstances
= EE may not be able to choose an investment
portfolio that is most suitable for own needs

= limited ability of members to choose across
schemes also limits true competition
between schemes
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Increase EE’s control over MPF contributions
made during current employment

Not create cumbersome procedures that may
Increase administrative burden and operating
costs

Minimize scope of legislative changes

.

b,

Allow EE to transfer all accrued benefits derived from EE
mandatory contributions from ER chosen scheme to
MPF scheme of their own choice at least once per
calendar year

Lump sum transfer only

No fees may be charged for transfer other than actual
and reasonable expenses

Transfer to be completed in 30 days
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New contributions will still be made to ER
chosen scheme

Creation of new portable personal account

Any personal retirement benefits of a scheme
member, whether derived from former or current
employment, can be kept under such an account
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b,

Trustees will be required to report details of scheme
members who newly set up personal accounts and of
those members who closed their personal accounts
to the MPFA on a monthly basis

MPFA will maintain a “Personal Account Register”

Annual Benefit Statement reporting to apply to
personal accounts
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In terms of key considerations on slide 7

= Around 60% of benefits portable

= Will piggyback on existing processes and

infrastructure

= Can be implemented within a reasonable

time period

60%
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Offsetting of SP / LSP would become
significantly more complex

=increase costs
=slow down offsetting

Will require more record keeping by ER and

trustees
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Fundamental change to MPF System
Substantial increase in workload of ERs
=payments to up to 19 trustees

=ongoing information to up to 19 trustees
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Offsetting of SP / LSP may become significantly
more complex

Enforcement of default contributions will become
more difficult, more expensive and less effective
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Significant administrative burden

Complexity will be reflected in costs
increasing fees

Could not be implemented quickly
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Recommended proposal most practicable

one
Supported by all stakeholders in MPF

Schemes Operation Review Committee &

MPF Advisory Committee
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