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Regulation of Sales and Marketing of
M PF Products—
Proposed Statutory Framework
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L egislative Objectives
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Putting in place a statutory regulatory regimeto enhance protection of MPF scheme
members' interestsand to enable the Employee Choice Arrangement to start on a strong
footing
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. Over 2.5 million scheme members become direct sales targets
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. Intermediaries may employ more aggressive strategies to conduct sales and marketing of
MPF products which increase risks of misconduct

Pl el R ) =0 o Fé, AR IR E Rl SR e
. Rising public expectations towards investor protection
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> Key considerations EEr 8 &UR

To provide statutory backing to the regulatory model adopted for past 10 years will be familiar
to the industry and facilitate compliance
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Based on existing financial regulatory regime for more efficient use of regulatory resources to
protect scheme members
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Proposed Framework (1)
HBLH (1)
»Providing regulators with statutory regulatory powers
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- MPFA to act as registration authority and set conduct standards

- Hong Kong Monetary Authority (HKMA), Insurance Authority (IA) and
Securities and Futures Commission (SFC) (known as frontline regulators (FRs))
responsible for frontline regulatory work
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»Explicit legal prohibition against unregistered persons to perform regulated
activities
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Proposed Framework (2)
HREEE 2

» Major Rolesof MPFA
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> To issue conduct standards/codes/ guidelines for MPF intermediaries
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o Registration and administration
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o To take enforcement action against unregistered persons who conduct MPF sales
and marketing activities

{HJ:A( :T;ﬁéﬁl'mljé = gF‘l%ﬁéE f-fi; Fél B%’?’I iﬁ]‘éﬁflfj M ERIVENE S ]EHJ

o As a “one-stop shop” to receive complaints
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> To coordinate and liaise with FRs
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Proposed Framework (3)
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* Major Roles of FRs
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= To perform supervision and ensure compliance with conduct
standards / codes / guidelines issued by MPFA
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« To investigate into suspected breaches
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o To take disciplinary action against breaches, e./g. reprimand,
fines and recommend to MPFA for suspension / revocation
of registration
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Detailed Proposal (1)
R (1)

rE|IgIbI|Ity criteriafor registration
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Beln a regulatee of the banklng insurance or securities regulatory regime
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o Pass MPF examination
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»Validity of registration
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> No expiry of registration (renewal not necessary), subject to continued
eh 1b111£y includin, meetmg CPD requlrements
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»Grandfathering arrangement for two years




Detailed Proposal (2)
REIER (2
Regulatory Scope of FRs (1)
RS PR o T (1)

Background of Intermediaries
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°As at end February 2011, there were 475 corporate intermediaries (i.e. principal
intermediaries) and 28,365 individual intermediaries (i.e. sponsored intermediaries)
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228% have their principal line of business in banking industry, 70% in insurance industry
and 2% in securities industry
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Detailed Proposal (3)
R (3)

Regulatory Scope of FRs (2)
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HEMA - all principal intermediaries who are regulatzes of HEALA | phus their sponsorad
mitarmediaries
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IA— all principal intermediaries who are subject to the inmrance regulatory regime, phes
their aponsored intermediaries
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SFC — remaining principal intermediarics {inchuding their sponsored intennediaries) will be
regulated by 3FC
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Detailed Proposal (4)
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> Ensure consistency

- - PR

* A single independent statutory appeals channel
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* A single set of powers and sanctions for regulators
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* A single set of conduct requirements
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* A central point for collection of complaints
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» Establishment of Process Review Panel to ensure parity of internal enforcement procedures of
FRs
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» Establishment of communication forum to ensure effective co-ordination and liaison among
MPFA and all FRs e o
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Detailed Proposal (5)
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© » Other legidlative proposals
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Estabhshment of electronic platform for trustees
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To facilitate flow of information and data among trustees for transfer of benefits and
ensure accuracy and security
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Enhancement of deterrence against default contributions by employers
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To make failure of employers to rectify non-payment of mandatory contribution after
contribution day a continuous offence
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To make failure of employers to pay any sum awarded by tribunal or court a criminal
offence
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Next Step
-

»QObtaining views from stakeholders in preparing the bill

I—%ﬁ 'l?[ ﬁfJ ;CF-LI’# ﬁ'k E.L ’ ﬁj“[?[j‘ fr%‘l’gijgrl i

»Target to introduce an MPF Schemes (Amendment) Bill into
the Legislative Council within this year
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- Thank you -
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