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LEGISLATIVE COUNCIL PANEL ON PUBLIC SERVICE
Mandatory Provident Fund Arrangements for
Employees of Government Departments

PURPOSE
This paper sets out for Members’ information the Mandatory
Provident Fund (MPF) arrangements to be adopted for employees of government
departments who will be subject to the provisions of the Mandatory Provident
Fund Schemes Ordinance (MPFSO), Chapter 485.

BACKGROUND
2.
The MPFSO requires all employers, with certain exceptions, to put
in place arrangements for their employees who are not exempt from the MPFSO
to become members of a registered MPF scheme and for making contributions
for them to that scheme when the territory-wide MPF system comes into
operation by December 2000. Specifically, an employer will be required to
contribute to a registered MPF scheme in respect of its employees and to arrange
to have the employee’s own mandatory contributions paid into his account with
the scheme.

APPLICATION OF MPFSO
3.
In accordance with the provisions of the MPFSO, all employees of
government departments who are not exempt from the MPFSO and who have
been employed under a contract of employment for not less than 60 days will be
required to join an MPF scheme. We estimate that about 29 000 such employees
in the following categories will be subject to the provisions of the MPFSO by
December 2000 –
(a)

about 7 000 serving on gratuity-bearing contracts.
include –

They

(i) civil servants serving on agreement terms, including
civil service agreement officers and civil servants who
are re-employed after retirement on agreement terms;
(ii) non-civil service contract staff, e.g. teachers employed
under the Native English Teachers Scheme, staff
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members of the Curriculum Development Institute of
the Education Department; and
(b)

about 22 000 engaged on terms without gratuity provision. They
include –
(i) members of the auxiliary services;
(ii) non-civil service contract staff, e.g. trainees under the
graduate training scheme and the undergraduate
training scheme, part-time evening staff employed by
the Education Department.

MPF ARRANGEMENTS
4.
We shall arrange to procure the services of MPF service providers
by way of contracting several Master Trust Schemes (MTSs) through a bulk
contract. We aim to provide a choice of schemes at competitive rates for
departments and staff. Each MTS will offer a range of investment options and a
relevant employee subject to the MPF system will be able to decide on his/her
investment choice. Subject to the governing rules of the MTSs in question, the
relevant employees may further change their investment choice periodically.
5.
In accordance with the provisions of the MPFSO, Government as an
employer will contribute the prescribed amount, i.e. 5% of the relevant
employee’s income to an MPF scheme subject to a maximum level of income of
$20,000 per month, as the employer’s mandatory contributions when the
ordinance comes into effect. At the same time, Government will arrange to have
the employee’s own mandatory contributions, i.e. 5% of the relevant employee’s
income subject to a minimum level of income of $4,000 per month and
maximum level of $20,000 per month, paid into his account with the scheme of
his choice.
6.
In respect of staff serving on gratuity-bearing contracts, since mid
December 1998 the Government has adjusted the provision of contract gratuity
in all new contracts for these staff (including new recruits and serving staff to be
offered further employment) to cater for the MPF system when implemented.
The adjustment provides that the contract gratuity payable to a staff on
satisfactory completion of the contract plus the MPF contributions by the
Government in respect of the staff concerned would be at the same level of the
contract gratuity before the implementation of the MPF system. Such an
arrangement reflects the fact that the level of contract gratuity takes account of
factors including retirement benefits.
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7.
As for those temporary or part-time staff who are employed on
terms without contract gratuity, Government will contribute the employer’s
mandatory contributions and, where applicable, arrange for the employee’s
mandatory contributions to be paid into the employee’s account with the scheme
of his choice.

FINANCIAL IMPLICATIONS
8.
The annual expenditure arising from the requirement to make
employer’s contributions for the staff involved is estimated at $116 million and
funds have been provided in the 2000-01 Estimates.

Encl.

STAFF COMMUNICATION
9.
Prior to the issue of the circulars on the arrangements for gratuity
provision in contracts referred to paragraph 6 above, the Administration wrote
on 2 December 1998 to the staff sides of the Central Civil Service Consultative
Councils enclosing separately an advance copy of the circular on gratuity
provision in contracts for new recruits and a draft circular on gratuity provision
in contracts for serving officers and sought their comments. A sample each of
the two letters is enclosed. The staff side of the Senior Civil Service Council
noted the change in the provision of contract gratuity; the others have no
comments. The circular memoranda were issued on 12 and 16 December 1998
respectively.
10.
To facilitate communication with staff and departments on the
implementation of an MPF scheme for government employees, we have in
January 2000 set up a Liaison Group involving representatives of the staff sides
of the Central Civil Service Consultative Councils and the management of major
departments with employees subject to the MPFSO. The Group is responsible
for considering and discussing matters related to the implementation of the
MPFSO, such as communication materials for staff, framework and
arrangements for MPF scheme, timetable, tendering arrangements, selection
criteria and other implementation mechanics.
11.
An information booklet on the subject has been issued in March to
facilitate departments to brief their staff on the MPF system and the implications
for them. Arrangements have been made with departments to ensure that the
staff concerned would each receive a personal copy. We will promulgate further
details on the MPF arrangements adopted as and when available and will
encourage departments to keep the staff posted of developments and to brief
them fully on the arrangements relating to the implementation of MPF scheme.

TRAINING
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12.
We have developed training materials and conducted briefing
sessions in late February this year on the MPFSO and its implementation for
departmental staff who will be involved in administering the MPF system in
departments. As the implementation of the MPF system approaches, we shall
conduct more in-depth training on the actual administration of MPF
contributions and the use of MTS services.

WAY FORWARD
13.
In accordance with the normal government tendering arrangements,
we are in the process of acquiring good quality and value-for-money MTS
services from trustees registered under the MPFSO.
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