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Funding requirements for

a centralized electronic platform for the

administration of Mandatory Provident Fund registered schemes

and related expenses
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Summary of proposal

Public funding for the development of the Centralized Platform to
facilitate standardization, streamlining and automation of MPF scheme
administration processes. To maximize operational efficiency, reduce
overall administration cost so as to create room for fee reduction

A change management process. Project timespan of 9 years (from
2019/20 to 2027/28). Average expenditure of about $0.37 billion per
year. Target to complete building the secured and reliable Centralized
Platform by 2022 and start data migration thereafter

Includes a one-off capital expenditure and recurrent expenditure for
the first 8 years (including expenses for hardware, software, network
connection, data centres, stringent testing and measures to protect
data security, and related IT staff costs)

Estimated savings is over $1.1 billion on average per year for 20 years.
Other savings not included



Background and justifications

About 4.3 million scheme members
> 9.6 million accounts

30 MPF schemes

14 trustees (12 scheme administration platforms), multiple
standards and processes

65% of the 30 million annual MPF transactions were paper-
based



Background and justifications (con’t)

Processing of Scheme Administration under the Centralized Platform

Apart from a small number of trustees who outsource to SunLife's
scheme administrator (BestServe), each trustee operates MPF

scheme administration services through its own scheme
administrator.

I. Current state

14 Trustees 12 Scheme Administrators

A AlA International Ltd.
AlA gt (HK Branch)
Bank Consortium p———p-Bank Consortium Trust Co. Ltd.

Bank of Communications
e Trustee Ltd.

Bank of East Asia
— {Trustees) Ltd.

Bank of East Asia

BOCI-Prudential ety BOC|-Prudential Trustee Ltd.
. ‘ China Life Insurance
China Life [ ~ (Overseas) Co. Ltd. HK Branch

MassMutual b MassMutual Trustees Ltd.

HSBC Institutional E— Hsg(e:rlz??é;ﬁ\r;;?ll_tgu“

Manulife Provident Fund » Manulife {International) Ltd.

Hongkong and Shanghai

HSBC Provident Fund e Banking Corp. Ltd.
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= In-house Administration
—% Qutsourced to Associated Co.
= Qutsourced to 3rd Party

Under centralized administration, all trustees would use the Centralized Platform to handle MPF scheme
administration processes/tasks. This would standardise and streamline administration processes, deliver
enhanced user experience for members and employers, and create cost reduction through synergies.

Il. eMPF

14 Trustees

Bank Consortium

Bank of
Communications

Bank of East Asia

BOCI -

HSBC Institutional
Manulife Provident Fund
HSBC Provident Fund
Sun Life Pension
Sun Life Trustee
RBC Investor

Principal Trust Asia

M Trustee Administrator / Centralized Platform
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Trustees / schemes continue to

handle below as they are not

covered by the Centralized

Platform:

®  fund offering and
management

& appointing investment
manager and custodian

®  anti-money laundering

® customer-relationship
management




Features of the Centralized Platform

e A common electronic platform -

» centralized processing of registration, enrolment, contribution, transfer of
benefits, benefits withdrawal and record keeping and maintenance

» automated processing capability with one set of common standards

» two core systems (one for handling member data and transaction data and
the other for handling payments instructions)

» central registration which issues a unique MPF ID

» an user interface connecting the Centralized Platform with MPF trustees that
would enable access by employers and scheme members (employees, self-
employed persons and personal account holders) (e.g. employers can make
MPF contributions for their employees)

» data and instructions from employees and employers can be channeled to the
trustees 5



The Conceptual Model of the Centralized Platform

1ssues MPF 1D & PIN

ID Issuing Entity
I

Portals accessed at MPF poutlets or on-line

Communication
Portal
(MCP)

Employee |—»

)
{ Trustee/ Scheme B J
J

[ Trustee/ Scheme N

MPF Busiingii
] Regiitration \ J
] Mo Employer g &
[— Contribution | Trustees / schemes continue
Employer Portal

to handle below as they are
not covered by the
Centralized Platform:
® fund offering and
management
® appointing investment
manager and custodian
@ anti-money laundering
® customer-relationship
management

(ECP)

Key Features:

(a) Registration to obtain the unique
identification

(b) Electronic enrolment, calculation and
submission of contributions and
Remittance Statements by employers T fageag s T T 7 T T e

(c) Electronic employee communication

(d) Electronic transfer of benefits

(e) Electronic payout process

Note: The MFS is a payment gateway for transmitting payment instructions.



Implementation Details

Public tender for -
A. Infrastructure
B. Operation

To formulate strategies and measures on data management
and governance

MPFA to set up a company to own and operate the
Centralized Platform. The company is neither a trustee nor a
regulatee of MPFA

Trustees continue to owe fiduciary duties to their scheme
members



Challenges

e guiding principle:
maximize
operational
efficiency

e reduce regulatory
burden

Legislative
overhaul

Master data

management
and data
governance

* maintain data integrity &
accuracy

e tosign an agreement with
trustees on data ownership,
usage, dissemination and
sharing

Risk
management

Digital take-
up by users

concentration risk
disruption to
existing customer
service rendered
by trustees
ensure data
security

will consult the
Privacy
Commissioner for
Personal Data

70%-90% scheme
members use digital
means for change of
investment
instructions

avg digital take-up by
employers is only
20%-30%



Costing

From 2019-20 to 2027-28, estimated total costs for 9 years

Total

® analysis & standardization
of processes and data ($’000)

o r
design, development, a) Hardware 235 688
testing, user acceptance

of application systems (b) Software 265,107
(e.g. front end portals), _ ) )
® data migration c) Implementation Services 443,004
® setting up servers, n il (d) Project & IT staff and
storage, network, security, i Consultancy Services 681,361
etc.
® project governance, (e) Miscellaneous and 539,359
security risk assessment Contingency '

& audit, privacy impact
analysis, quality
assurance, etc.

(f) Maintenance, communication
network and related

expenditure

3,367,150



Costing (con’t)

From 2020-21 to 2027-28 (covering 8 years), a one-off expenditure for system
maintenance, communication network and related expenses

Maintenance of the

- System maintenance, communication
application systems (e.g.

network and related expenses

user portals, interface ($1,502,631,000) including the
system with trustees), etc following items

(i) Hardware maintenance

Internet connectivity, private » .
network connectivity for (ii) Software maintenance
connecting the data centres (iii) Application maintenance

of the Platform . .
(iv) Data Centre maintenance

7x24 managed security (v) Communication network

services, regular security risk | €=——x{V/) K6 0o 113} -8 0T (015

asse.ssment and audit (vii) IT Staff
services, etc

(viii) Business Analysts for system
Ongoing support of the support

system (e.g. for system ‘ (ix) Miscellaneous

stabilization, problem fixing,
system enhancement) 10




6 Years of Preparation

2012

2014

2015

2016

2017

2018

Consultancy study on the administrative costs of the MPF System
Recommendations : consolidation of administration platforms, electronic
processing

MPFA formulated a conceptual model of the centralized platform

Technical feasibility study and financial cost & benefit analysis
Recommendations : centralized processing of registration, enrolment,
contribution, transfer of benefits, benefits withdrawal and record keeping
and maintenance

Supplemental study (issues regarding the ownership of the Centralized
Platform, impact on key stakeholders, etc.)

Recommendations : public arrangement, non-profit making, government
funding

Direction of the Financial Secretary, a Working Group on eMPF was formed
Objectives : draw up Technical Specifications in Aug 2018; complete
building the platform in 2022

Completion of Technical Specifications and costing
11



Development roadmap

2019 Request for proposals, tendering exercise

2020 Tender award in Q1

System design and development in mid-2020

2021 Submission of legislative amendment proposal to LegCo

Expect a comprehensive overhaul of the law to streamline
scheme administration workflows and reduce regulatory burden,

etc.
2022 Completion of the Centralized Platform
2022 to Data cleansing & standardization, business process
2027-28 reengineering, phased commencement of the Centralized
Platform
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End
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