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Policy Objective
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¢ I Better protection of scheme members’ interest
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¢ II. Facilitate implementation of Employee Choice
Arrangement (“ECA”)
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Scope of the Amendment Bill
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¢ I. Regulation of Mandatory Provident Fund (“MPF”) sales and
marketing activities
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e II. Provide for the establishment of an electronic transfer system (“E-
platform”) for effective transfer of accrued benefits among MPF
trustees
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 III. Enhance deterrent against default contributions by employers

TTL 058 PEL ik {8 6 s e fHRk

I. Enhance regulation of MPF sales and marketing (1)
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* Institution-based regulatory approach
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» Mandatory Provident Fund Schemes Authority (“‘MPFA”) to be the registration authority,
make conduct rules and set codes and guidelines, and exercise disciplinary powers
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> Hong Kong Monetary Authority (‘HKMA”), Insurance Authority (“IA”) and Securities and
Futures Commission (“SFC”) with distinctive inspection and investigation powers as frontline
regulators (“FRs”)
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» A full fledged inspection and disciplinary regime for registered persons: Principal
Intermediary (“PI”) and Subsidiary Intermediary (“SI”)
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» Introduce legal prohibition (criminal sanction) against regulated activities by unregistered
persons
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I. Enhance regulation of MPF sales and marketing (2)
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o Institution-based regulatory approach (cont’)
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> Key considerations —
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« Modelled on existing administrative arrangements since 2000
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« Industry practitioners’ perspective — minimize compliance costs and need for adjustment
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« Scheme members’ perspective - early implementation of ECA
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« MPF market profile - 485 corporate intermediaries and 30,511 individual intermediaries.
Among individual intermediaries, 72% have their principal line of business in insurance
sector, 27% in banking sector and 1% in securities sector
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« Regulatory perspective — efficient use of regulatory resources
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I. Enhance regulation of MPF sales and marketing (3)
L e E e i 8 R HEBH(3)

* “Regulated activity”
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» Defined as invites or induces, or attempts to invite or induce, another
person to make a decision or gives regulated advice on “specific matters”
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> “Specific matters” refer to decisions on management of MPF benefits,

include decisions on participation in MPF schemes (e.g. whether, or when,

to join a particular scheme), making of voluntary contributions, transfers
and claiming of benefits
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I. Enhance regulation of MPF sales and marketing (4)
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¢ Supervision and investigation
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> FRs - on-going supervision and investigation of registered MPF
intermediaries who are their regulatees
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» PIs and SIs to be supervised by the same FR
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I. Enhance regulation of MPF sales and marketing (5)
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« Disciplinary and appeal arrangements
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» FRs - provide information to MPFA on their investigation into misconduct
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» MPFA - decides disciplinary sanctions (if any) taking into account the information from FRs
and representation by the regulated person concerned
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» Disciplinary sanctions include public and private reprimand, civil fines, suspension and
revocation of registration, disqualified from re-registration for specified period
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» MPFA may by agreement with the regulated person concerned, take such further action in
addition to or in place of a disciplinary order
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» Mandatory Provident Fund Schemes Appeal Board — deals with all appeals
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I. Enhance regulation of MPF sales and marketing (6)
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e Transitional arrangements
N
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> Transitional period - 2 years after the statutory regime commences
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> All pre-existing registered MPF intermediaries may continue to carry
on regulated activities during the transitional period
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» All MPF intermediaries, pre-existing or new, will be subject to the
same conduct requirements and sanctions during the transitional
period
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I. Enhance regulation of MPF sales and marketing (7)
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» Measures to ensure regulatory consistency and level playing field include -
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»  MPFA will be the sole authority for registration, setting regulatory requirements and
disciplinary sanctions, and the central pomt for receiving complaints
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o Clear delineation of powers of MPFA and FRs in law, supplemented by MoU
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« Single and independent appeal board
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« Regular liaison mechanism among MPFA and FRs to enhance communication
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« Independent Process Review Panel to review enforcement procedures and ensure consistent
internal process by MPFA and FRs
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II. Establishment of E-platform
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* Detailed proposals
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# Empower MPFA 1o establish an E-platform and memdate itz use
trustees for tromster of accrued benefits by
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* promote accuracy and security and reduce proceasing time for transfers of
accrued benefits among MPF trustees
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» Empower MPFA to charge a fee for using E-platform
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ITL. Enhance deterrent against default contributions
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» Detailed proposals
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> Greateanewoﬁ‘enceﬁnployers’ﬁailmtoc:::gﬂywithwuﬂo:derfor
payment of arrears of mandatory contributions and surcharges
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> Provide for daily penalty f employers offence for fuling to make
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» Have consulted MPF Advisory Committee and Labour Advisory Board
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Proposed Implementation Date
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o If the Amendment Bill is passed within the current legislative
session, ECA can be implemented on 1 November 2012
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Thank You
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