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LEGISLATIVE COUNCIL BRIEF

MANDATORY PROVIDENT FUND SCHEMES
(AMENDMENT) BILL 2021

INTRODUCTION

At the meeting of the Executive Council on 6 July 2021, the Council
ADVISED and the Chief Executive ORDERED that the Mandatory Provident
Fund Schemes (Amendment) Bill 2021 (“the Bill”), at Annex A, should be
introduced into the Legislative Council (“LegCo”) to enable the
implementation of the common electronic platform for the administration of
Mandatory Provident Fund (“MPF”) schemes and make other related
amendments.

JUSTIFICATIONS
Need for the eMPF Platform

2. The MPF System fulfills the function of the second pillar of the
multi-pronged retirement protection framework as a privately managed,
mandatory and fully-funded contribution scheme for retirement saving for the
workforce in Hong Kong. Since its inception in December 2000, the total
assets under the System’s management has reached some $1.2 trillion, of which
38% ($462 billion) are net return after deduction of fees. As at May 2021,
there were about 4.5 million members enrolled into MPF schemes chosen by
around 310 000 participating employers. About 75% of the working
population is now covered by the MPF System.

3. Currently, the MPF System is operated under a decentralized
landscape. The 14 trustees of the 27 MPF schemes administer some
10 million accounts of scheme members either in-house or through third-party
administrators, involving 12 different administration platforms of different
standards. The multiple business models, data standards, process design and
system infrastructure of the MPF System have made it difficult to achieve
standardization and economies of scale. The MPF scheme administration is
also characterized by a high volume of paper work, with nearly 20 million
paper-based transactions every year.



4, Against the above backdrop, the Government has tasked the
Mandatory Provident Fund Schemes Authority (“MPFA”) to design, build and
operate a common electronic platform (including an electronic system), known
as the eMPF Platform, to standardize, streamline and automate the
administration processes of the MPF schemes. The eMPF Platform and its
operator will conduct common scheme administration functions in lieu of
trustees under this one-stop shop, with a user interface for employers and
scheme members that will provide automated processing capability with one
set of common standards for centralized scheme administration processing. A
database will be put in place to support platform operation and connection with
the trustees’ systems. Thus, the eMPF Platform will increase operational
efficiency and improve cost effectiveness enabled by economies of scale and
digitalization, thereby creating room for fee reduction. The main benefits of
the eMPF Platform are as follows —

(@) it will improve operational efficiency, enhance user experience and
reduce paper-based transactions through automation and digital
solutions, thereby reducing processing time and administration costs
of the MPF System. These would bring multi-faceted benefits to
various stakeholders of the MPF System including scheme members,
employers, self-employed persons (“SEPs”) and the industry, and
reduce regulatory burden of trustees as regulatees and the MPFA as
regulator;

(b) it will achieve cost efficiency and savings, amounting to an estimate
of $30 billion to $40 billion over a 10-year period cumulatively.
Scheme members are expected to enjoy an average 30% cut in the
scheme administration fee payable (with corresponding reduction to
the Fund Expense Ratio (“FER”)') as soon as the MPF schemes
migrate to the eMPF Platform?; and

! FER measures the total expenses of an MPF fund as a percentage of the fund’s assets under management
(“AUM”), including the topline fees of the MPF scheme (comprising mainly scheme
administration/trustee/custodian fees; sponsor fees; and investment management fees) and out-of-pocket
expenses. The industry-wide average FER as at May 2021 is around 1.45%.

2 The estimates are arrived at after taking into account: (i) the published information on the scheme
administration costs of trustees in the MPF scheme brochures and the MPFA’s MPF Fund Platform; (ii)
the eMPF Platform fee will be in the range of 30 to 40 basis points in the transitional period, and further
reduced over a 10-year period; (iii) the latest tender price and estimated operating costs of the eMPF
Platform, and projected AUM of MPF funds; and (iv) a 90% digital take-up rate in five years after
implementation of the eMPF Platform.



(©)

with centralization of administration processes, members’ accounts
and data, the eMPF Platform will reshape the operating landscape of
the MPF System, open up possibilities of new measures and
functionalities, and pave the way for the implementation of “Full
Portability”®. As a major piece of infrastructure in the financial
sector, the eMPF Platform will lift the digital capabilities of the
retirement planning industry, facilitate the wider use of data analytics,
and help boost the development of Hong Kong as a smart city.

Development Work of the eMPF Platform

S.

Since 2017, the Government and the MPFA have undertaken various

preparatory work for the development of the eMPF Platform, including —

6.

(a)

(b)

(©)

formulating a set of common standards and technical specifications,
in collaboration with the industry, to cover core and essential MPF
scheme administration processes to be undertaken by the eMPF
Platform;

completing a tender assessment following a Request for Proposal
exercise in August 2020, and signing the contract with the contractor
in January 2021 for development work and operation of the eMPF
Platform; and

establishing, under section 6DA of the Mandatory Provident Fund
Schemes Ordinance (Cap. 485) (“the Ordinance”), a wholly owned
subsidiary of the MPFA (i.e. the eMPF Platform Company Limited,
hereafter referred to as “the Company”)* in March 2021 with the
primary objectives to develop, build and operate the eMPF Platform.

The Government fully supports the eMPF Platform Project and has so

far committed over $4.9 billion of public money to fund the hardware and
software development and maintenance of the eMPF Platform, and as seed
money to support the initial years of operation of the Company, which will

3

“Full Portability” means employees have the option of transferring the accrued benefits derived from the
mandatory contributions made by employers and employees to a MPF scheme of their own choice.

The Company is incorporated as a private company limited by shares. The MPFA is the sole
shareholder of the Company. The Board of Directors of the Company has 13 directors approved by the
Financial Secretary (“FS”) and the MPFA, including representatives from the MPFA and the Government,
as well as professionals from accountancy, business, labour, information technology, legal and pension

sectors.

The Chairperson of the Company’s Board of Directors is the Chairperson of the MPFA. See

also Note (13) on certain reserved matters of the Company which requires prior approval of the FS and
the MPFA.



operate the eMPF Platform as a public utility, on a not-for-profit and
cost-recovery basis, through charging fees on trustees for the scheme
administration services it provides. The Government also spearheads
legislative exercises to provide legal backing for the operation of the eMPF
Platform and related matters.

THE PROPOSAL
Legislative proposals relating to the eMPF Platform

7. Following the completion of the first-stage legislative exercise in
July 2020° the Government proposes second-stage amendments to the
Ordinance, its subsidiary legislation and other enactments concerning mainly
the public functions of the Company, the operating framework and mandatory
use of the eMPF Platform, as well as the streamlined work flow and other
miscellaneous amendments to the law. The ensuing paragraphs set out the
detailed proposals.

(i) Functions of the Company

8. In addition to performing functions delegated to the Company by the
MPFA, we propose to stipulate in the law the other functions of the Company
that it performs, including —

(@) to administer and operate a designated electronic system for the
eMPF Platform, and to ensure safe and efficient operation of the
system and minimize foreseeable disruption of functions. The
Company as the system operator of the designated electronic system
(“system operator”) will need to put in place Operating Rules® and
adequate arrangements and controls for the system, and to monitor
and ensure compliance with the Operating Rules. The Company as
the system operator will also be responsible for maintaining a
register of MPF scheme members and providing administrative
support to the MPFA;

5 The first-stage legislative exercise for the eMPF Platform Project, vide introduction of the Mandatory
Provident Fund Schemes (Amendment) Bill 2019 in October 2019 which was subsequently enacted by
LegCo in July 2020, was mainly to empower the MPFA to set up a wholly owned subsidiary with
approval of the FS (see paragraph 5(c)).

The Operating Rules, set out in an administrative instrument, will lay down rules governing the
administration and operation of the electronic system and the suspension of the system.



(b) to assist the MPFA to perform its statutory functions such as
enforcement actions by providing information to the MPFA,

(c) to perform any other functions conferred or imposed by the
Ordinance or any other enactment; and

(d) to perform any functions assigned by the FS under the Ordinance.’

9. To uphold the highest standard of financial discipline and provide an
independent check on the Company (which will perform public functions with
substantial capital grant from the Government) and any other wholly owned
subsidiary that the MPFA may establish under section 6DA of the Ordinance
(“wholly owned subsidiary”), we propose to amend the Ordinance to empower
the Director of Audit to conduct an examination into the economy, efficiency
and effectiveness with which a wholly owned subsidiary has used its resources
in performing its functions. It is also proposed in the Bill that for the purpose
of the examination, the Director of Audit should have full and free access to
any books, accounts, vouchers, records or documents that are in the custody or
under the control of the wholly owned subsidiary.

(if) “Straight pass-on” and *“corresponding fee reduction” requirements for
cost savings and fee-setting

10. The industry-wide average of FER has seen a downward trend over
the years, from 2.1% of the AUM in end-2007 to 1.45% of the AUM in
May 2021. Of the 1.45% of the AUM, about 40% (i.e. around 0.58% of the
AUM) is for scheme administration purpose. With the eMPF Platform taking
up the common scheme administration functions from trustees, the scheme
administration fee to be charged by the Company for the services it provides to
trustees will be reduced due to operational efficiency and the cost-recovery
principle. The associated scheme administration fees that trustees will charge
to scheme members should also be reduced correspondingly. Such pass-on of
cost savings to scheme members must be visible and direct. At present, there
are few statutory controls on fees charged by the MPF schemes, with the
Default Investment Strategy (“DIS”) constituent funds® and capital preservation

7 If the Bill is passed by LegCo, the FS may under the amended Ordinance assign a particular function to
the Company if the FS is satisfied that it is appropriate and in the public interest for the Company to
perform the function.

8 Introduced in April 2017, DIS offers a default and low-fee investment solution for MPF scheme members
who do not know how or who do not want to choose MPF funds. Each MPF scheme is required to offer
two constituent funds under DIS, namely Core Accumulation Fund and Age 65 Plus Fund, which are
subject to fee control of management fee cap of 0.75% and a recurrent out-of-pocket expenses cap of
0.2%.



funds® as the exceptions. To ensure that cost savings derived from the eMPF
Platform operation would be passed directly to scheme members, we propose
to impose statutory requirements comprising two limbs relating to the setting
of scheme administration fee following implementation of the eMPF
Platform —

(@) First, while the trustee of an MPF scheme may charge to a
constituent fund of the scheme in relation to the use of the
designated electronic system, or for the provision of scheme
administration services by the system operator, the aggregate
amount that may be charged to the constituent fund must not exceed
the total amount of the fee payable by trustee to the system operator
for the use and provision of services. This is to ensure “straight
pass-on” of cost savings (being the difference between the existing
scheme administration fee'® charged by the trustee on scheme
members and the future eMPF Platform fee payable by trustee) to
scheme members;

(b) Second, the overall FER of the MPF funds must reflect in full the
extent of reduction in scheme administration fee due to the eMPF
Platform and following implementation of the above “straight
pass-on” requirement, as the overall fees include costs elements
other than scheme administration. If the FER for an MPF fund
does not fully reflect the reduction required, the trustee will be
required to pay back the difference into the fund; and

(c) A financial penalty at $5,000 or 10% of the amount of the fee
overcharged, whichever is the greater, is proposed to be imposed for
non-compliance with the requirement mentioned in sub-paragraph
(a) or the requirement to pay back as mentioned in sub-paragraph
(b) above.

9 Each MPF scheme is required to offer at least one capital preservation fund, which is essentially a money
market fund investing in Hong Kong dollar based assets such as short term bank deposits and high quality
debt securities. The law provides for statutory control on the administrative fees actually charged to
capital preservation funds, which is determined with reference to the rate of return offered by the funds.

10 Where scheme administration fees are not readily ascertainable due to for example bundled disclosure of
scheme administration/trustee/custodian fees, suitable adjustments with reference to the market average
of trustee/custodian fee components will be made by the MPFA. To ensure transparency, the fee-related
information of MPF funds would be published by the MPFA to the public as appropriate.



It is further proposed that the requirements will be applicable to all MPF funds
(including DIS constituent funds!), with the exception of capital preservation
funds which are subject to a separate statutory control on the charge of
administrative expenses and hence would be exempted from the requirement as
set out in paragraph 10(b).*2

(iii)  Oversight role of the MPFA

11. The MPFA, as the holding entity and sole shareholder of the
Company, will assume an oversight role over the Company and its Board of
Directors which will act in accordance with the law, its Articles of Association
and relevant governance instruments.’®* Given that the Company is a
wholly-owned subsidiary of the MPFA established under the existing
section 6DA of the Ordinance and is to be the system operator of the electronic
system for the eMPF Platform, the MPFA’s role over the Company under the
Ordinance would primarily focus on safeguarding system integrity and
effective operation of the eMPF Platform, and ensuring that the Company takes
timely remedial actions when major deficiencies are identified. Specifically,
we propose to confer the following key statutory functions and powers on the
MPFA —

(@) oversee the operation of the electronic system for the eMPF
Platform to safeguard system integrity and stability;

1 With the application of the newly proposed statutory requirements in paragraph 10(a) and (b) above, any
cost savings of DIS funds after the use of eMPF Platform would be reflected in the FER automatically.
The prevailing statutory management fee cap of 0.75% for DIS funds across-the-board would be
reviewed in around 2025 when all trustees and their schemes have migrated to the eMPF Platform.

12 The statutory charge control on capital preservation fund stipulates that, among other things, scheme
administrative expenses actually charged cannot exceed the excess of the amount of the investment
income derived from the funds over the amount of interest that would be earned if those funds had been
placed on deposit in a Hong Kong dollar savings account at a prescribed savings rate (“PSR™). That said,
if the fund return exceeds the PSR in any month within the next 12 months, the trustee can collect the
administrative fees that have not been charged. Since separate administrative fee control is already in
place to cater for the specific circumstances of capital preservation funds, the requirement in paragraph
10(b) above will not apply to such funds.

13 Apart from the Articles of Association which is the constitution of the Company, the Corporate
Governance Code is also a relevant governance instrument setting out the principles of good corporate
governance concerning the Company’s management and governance practices. For example, the
Corporate Governance Code sets out those matters that require prior approval by the FS and the MPFA,
including (i) appointment or removal of directors, the Chairperson and the Chief Executive Officer; (ii)
approval of the Annual Budget and Work Plan, and Annual Report with audited statement; (iii)
fee-charging relating to the use of the eMPF Platform; (iv) change in ownership including issuance,
transfer and allotment of shares; and (v) amendment of the Articles of Association and the Corporate
Governance Code.



(b) approve the Operating Rules;

(c) give directions to the system operator of the electronic system for
the eMPF Platform where circumstances require, e.g. order
suspension in the event of a major system failure; and

(d) supervise the Company in the performance of certain other
functions referred to in paragraph 8(c) and (d) above.

(iv) Designation of the system and mandatory use by trustees

12. To implement the eMPF Platform, an electronic system is required to
be designated for mandatory use by the trustees!* of the MPF schemes for
performing their scheme administration functions under the Ordinance. We
propose to empower the Secretary for Financial Services and the Treasury
(“SFST”) to designate, by notice published in the Gazette, the system
administered and operated by the Company for such purpose. We also
propose to empower the SFST to specify, by notice published in the Gazette,
the date on which the trustee of an existing MPF scheme is to begin to use the
eMPF Platform to perform scheme administration functions®> with respect to
the scheme, so as to allow for the orderly migration of trustees and schemes to
the eMPF Platform on different dates.

13. Individual trustees and their existing MPF schemes will be required
to use the eMPF Platform in sequence, which will be determined taking into
account trustees’ readiness with regard to their data and operational systems.
Trustees will be expected to make reasonable efforts to cooperate with the
system operator to facilitate the onboarding process. Based on the current
development plan, we envisage that trustees will start phased migration to the
eMPF Platform from 2023. The whole transition of all trustees/schemes is
expected to take around two years to complete (i.e. around 2025) when the
eMPF Platform would become fully functional®.

14 The use of the eMPF Platform is mandatory for trustees and their schemes. Whilst scheme members and
participating employers are not mandated to use the eMPF Platform by law, there would be tools,
solutions and incentives to encourage digital adoption by users of the eMPF Platform, to be worked out
by the eMPF Platform contractor, with a view to achieving digital take-up rate of 90% for the first five
years of operation. Meanwhile, there would be service centres administered by the contractor to handle
paper-based transactions and enquiries before full digitalization.

15 Except for amendments to the provisions on transfer of benefits which would commence vide a separate
commencement notice upon onboarding of all trustees.

16 For example, until the completion of migration of all trustees and schemes to the eMPF Platform, the
functionality of transfer of accrued benefits between trustees/schemes using the eMPF Platform cannot be
fully implemented.



(v) Technical amendments to reflect streamlined workflow

14, The eMPF Platform will simplify administrative functions and
streamline processes of the MPF System. Some existing statutory provisions
or requirements will become obsolete or redundant upon operation of the
Platform. We propose to introduce related or technical amendments to reflect
the streamlined workflow of such MPF administration, covering different
aspects such as registration and enrolment; contribution and default
contribution recovery; transfer and withdrawal of accrued benefits of scheme
members; giving notices and documents; supervision and investigation; and
other miscellaneous matters.

(vi) Immunity and Liabilities

15. Pursuant to the first-stage legislative amendments, the immunity from
civil liability for the MPFA, its directors or employees provided under
section 42B of the Ordinance has been extended to the Company as well as its
directors or employees with respect to the performance of the statutory
functions delegated by the MPFA (e.g. development of the eMPF Platform).
With the proposed additional functions of the Company under the Bill,
including the function of the Company (as the system operator) to provide
administrative support to the Authority, we propose that the immunity from
civil liabilities of the Company be amended to cover also the provision of such
support by the Company to the MPFA and the carrying out of any certain
directions or instructions given by the MPFA under the Ordinance.

16. As regards the trustees’ role, the eMPF Platform will not change the
regulatory relationship between the MPFA and the trustees nor trustees’
fiduciary duties owed to scheme members. Trustees will remain legally
responsible for the statutory requirements with respect to the administration of
MPF schemes. Non-compliance with those statutory requirements imposed
on trustees would continue to attract regulatory sanctions or criminal liabilities.
That said, as the Company will operate the eMPF Platform to provide scheme
administration services to trustees, we see merit in providing certain safeguards
to trustees and relieving trustees from legal consequences if trustees’
non-compliance with the law is attributable to the failure of the Company to
discharge its duties as system operator. \We propose that —

(a) *“safe harbour” provisions be introduced to the effect that it would be
a defence for a trustee charged with certain offences or that no



financial penalty will be imposed on the trustees!’ if
non-compliance with the statutory requirements under the
Ordinance is solely due to the failure of the system operator to
perform the operator’s duties; and

(b) notwithstanding the mandatory use of the eMPF Platform, a trustee

may seek reasonable compensation from the system operator in
respect of any civil liability of the trustee that is attributable to the
operator.

Other miscellaneous amendments not related to eMPF Platform

17.

In addition to the eMPF-related legislative proposals, we propose to

take the opportunity of this legislative exercise to make some miscellaneous
amendments to the Ordinance. Major areas of amendments are —

MPFA-related

(a)

(b)

Audit arrangement: Similar to the proposal to subject the MPFA’s
wholly owned subsidiary (including the Company) to the Director
of Audit’s value-for-money examination in paragraph 9 above and to
align with the arrangements applicable to other financial regulators,
we propose to subject the MPFA to the Director of Audit’s
examination into the economy, efficiency and effectiveness with
which the MPFA has used its resources in performing its functions.
It is also proposed in the Bill that for the purpose of the examination,
the Director of Audit should have full and free access to any books,
accounts, vouchers, records or documents that are in custody or
under the control of the MPFA,;

Appointment of Deputy Chairperson:  Section 6C(2) of the
Ordinance provides that the Managing Director (“MD”) of the
MPFA is by virtue of holding that office the deputy chairperson of
the MPFA. This is at odds with the arrangement for other financial
regulators where there is no such practice. This is also not
conducive to the division of duties between the chairperson/deputy
chairperson and the senior executives of the MPFA. We therefore
propose to amend the law so that (i) the person who is appointed as
the MD of the MPFA would not, because of the person’s holding
that office, automatically become the deputy chairperson of the

17 There are mainly two types of enforcement actions against trustees’ non-compliance with the statutory
requirements on myriad scheme administration functions under the Ordinance, namely financial penalty
that the MPFA may impose under section 45B of the Ordinance, and criminal prosecution.

10
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(d)

MPFA, and (ii) the Chief Executive may appoint a director of the
MPFA to be the deputy chairperson of the MPFA;

Refinement of statutory functions/powers: We propose to refine
the statutory functions/powers of the MPFA, by explicitly providing
the MPFA with (i) the function to enhance understanding and
knowledge of the public of the features, objectives, operations and
investment of registered schemes; and (ii) the power to engage
consultants, advisers and agents to assist the MPFA in its
performance of statutory functions;

Investigation: We propose to amend (i) sections 157 and 167 of
the Mandatory Provident Fund Schemes (General) Regulation
(Cap. 485 sub. leg. A) (“General Regulation”) to remove the
requirement currently imposed on the trustee of an MPF scheme for
automatic suspension of transfer or withdrawal of accrued benefits
when the MPFA notifies the trustee on its exercise of power to
conduct an investigation; and (ii) section 32 of the Ordinance to
cease the practice of requiring the MPFA to commence an
investigation only after prior notification to the trustee; and

Adjustment to out-of-pocket expense cap of DIS constituent funds

(€)

The Government undertook during the scrutiny of the DIS-related
legislation in 2016/17 to review the statutory fee caps on the DIS
funds after three years of operation (i.e. 2020). The direction is to
further lower the DIS fee caps, especially with the implementation
of the eMPF Platform that reduces scheme administration costs of
the DIS funds. The existing management fee cap of 0.75% per
annum will be reviewed upon full implementation of the eMPF
Platform (see Note 11). Meanwhile, we have reviewed the
out-of-pocket expense cap of 0.2% per annum for DIS constituent
funds. Having regard to the operational experience and relevant
statistics of DIS constituent funds since 2017, it is noted that the
actual out-of-pocket expenses charged by trustees on DIS
constituent funds are less than the statutory cap of 0.2% per annum.
As such, we propose to amend Schedule 11 to the Ordinance and
lower the existing statutory cap on out-of-pocket expenses of DIS
constituent funds from 0.2% to 0.1% per annum.

THE BILL

18.

The major provisions of the Bill are as follows —

11



(@)

(b)

(©)

Part 2 - Amendments to the Ordinance

Clause 7 amends section 6E of the Ordinance to empower the MPFA
to oversee the operation of the electronic system designated by the
SFST for use by trustees of MPF schemes and supervise the
performance of a specified entity!®, and to enhance public
understanding of the features, objectives, operations and investment
of registered schemes;

Clause 8 adds a new section 6EA to the Ordinance to set out the
functions of a specified entity;

Clause 19 adds a new Part 3B to the Ordinance for the
implementation of the eMPF Platform. The new Part contains
26 sections. New Part 3B mainly provides for the following
matters —

(i) the power of the SFST to designate an electronic system
administered and operated by a specified entity to be used by
the trustees of MPF schemes (new section 19I);

(i) the power of the MPFA to direct the system operator of the
designated electronic system to suspend the system (new
section 19J);

(iii) the general duties and powers of the system operator,
including operating the designated electronic system in
accordance with the Operating Rules as approved by the
MPFA, ensuring the system is operated in a safe and efficient
manner, and charging any fee for providing any service and
facility in relation to the system (new sections 19K and 19L);

(iv) the mandatory use of the designated electronic system by the
trustee of an MPF scheme, including the power of the SFST
to specify by notice published in the Gazette a date from
which the trustee of an existing scheme is required to use the
system (new sections 19M and 19N);

18

Specified entity means (a) the Company; or (b) a wholly owned subsidiary established under section 6DA
of the Ordinance for the purpose of administering and operating an electronic system, and providing
scheme administration services for approved trustees, for the purpose of the new Part 3B of the
Ordinance.

12



(d)

(f)

(@)

(v) the duties of the trustee of an MPF scheme, including the
duties to facilitate the proper and efficient implementation of
the electronic system designated under new section 191 and
notify certain persons of the notice published under new
section 19N that relates to the scheme (new sections 19P and

19Q);

(vi) the power of the system operator to require trustees of MPF
schemes to provide information reasonably required by the
system operator for performing specified functions (new
section 19R);

(vii) the duty of the system operator to maintain a register of
members of registered schemes (new section 19S); and

(viii) the “straight pass-on” and “corresponding fee reduction”
requirements on trustees (new sections 19T to 19ZE, and new
Schedules 13 to 16 in clause 48);

Clause 33 amends section 41 of the Ordinance. The existing
section 41 deals with disclosure of information obtained under the
Ordinance. The amended section 41 would have the effect that a
specified entity may exchange information obtained under the
Ordinance with the trustees of MPF schemes and the MPFA for the
purposes of the Ordinance;

Clause 34 adds new sections 41A and 41B to the Ordinance to allow
disclosure of information by certain persons (other than the MPFA);

Clause 48 introduces a new Schedule 17 to the Ordinance to provide
for transitional arrangements required to be made as a result of
certain amendments made to the Ordinance;

Part 3 - Amendments to the General Regulation

Clauses 49 to 99 mainly introduces amendments to the General
Regulation to (i) reflect the changes in the scheme administration
workflow in areas such as removing the trustees’ duties from
checking calculations of mandatory contributions (clause 70) and
(i) modify the requirements regarding payment of the accrued
benefits or scheme assets by the trustees (clause 89);

13



(h) Clause 101 amends Schedule 4 to the General Regulation to make
necessary updates to the list of financial penalties in that Schedule;
and

(i) Clause 102 introduces a new Schedule 5 to the General Regulation
to provide for transitional arrangements required to be made as a
result of certain amendments made to the General Regulation.

OTHER OPTIONS

19. We must introduce the Bill to give effect to the above legislative
proposals. There is no other option.

LEGISLATIVE TIMETABLE

20. The legislative timetable will be —
Publication in the Gazette 9 July 2021
First Reading and commencement of 14 July 2021

Second Reading debate

Resumption of Second Reading debate, To be notified
committee stage and Third Reading

IMPLICATIONS OF THE PROPOSAL

21. The Bill is in conformity with the Basic Law, including the provisions
concerning human rights. It will not affect the current binding effect of the
existing provisions of the Ordinance and its subsidiary legislation. There are
no civil service, productivity, family, and gender implications. The financial,
economic, environmental and sustainability implications are set out at
Annex B.

PUBLIC CONSULTATION

22. The Government and the MPFA have conducted intensive discussions
with the MPF industry, particularly trustees on the overall framework,
operational details and development programme of the eMPF Platform, and the

14



related legislative proposals vide established channels such as the Working
Group on eMPF and the Regulatory Work Group®®. The industry generally
supported the development of the eMPF Platform Project while expressing
concerns on fees, transitional arrangements and liabilities. Their comments
have been suitably reflected in the Bill and would continue to be addressed in
the ongoing discussion between the industry, the Government, the MPFA, the
Company and the eMPF Platform contractor. The Government also issued a
consultation paper in June 2020 to invite views from LegCo and the public on
the key features of the legislative proposals. \We further briefed the LegCo
Panel on Financial Affairs (“FA Panel”) on 4 January 2021, which was
generally supportive of the legislative proposals for implementing the eMPF
Platform.  Further to an introduction of the eMPF Platform Project on
30 November 2020, the Financial Leaders Forum was briefed on the draft Bill
and project updates on 11 June 2021.

PUBLICITY

23. We will issue a press release upon the gazettal of the Bill and arrange
a spokesperson to answer media enquiries.

ENQUIRIES

24, Enquiries relating to this brief can be directed to Miss Cheryl Chow,
Principal Assistant Secretary for Financial Services and the Treasury (Financial
Services) Mandatory Provident Fund Reform, at 2810 2061.

Financial Services Branch
Financial Services and the Treasury Bureau
7 July 2021

19 The Working Group on eMPF co-chaired by the Financial Services and the Treasury Bureau and the
MPFA was set up on 2 June 2017 to steer the development of the eMPF Platform. Members of the
Working Group comprise representatives of the Office of Government Chief Information Officer, the
Labour Department, and 14 active trustees. A Regulatory Work Group was also set up by the MPFA to
mainly focus on the legislative proposals.
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Part 1 Part 1
Clause 1 1 Clause 2 2
80, 83, 87(2), 88(2) and (3), 92, 94, 96, 100, 101(2), (3),
A BILL (4), (6), (7), (9), (10), (11), (13), (14), (17) and (20) and
102; and
To (b) sections 19 (in so far as it relates to new section 19S), 79,
84,91, 93, 99 and 105.
Amend the Mandatory Provident Fund Schemes Ordinance (MPFSO) and its 2, Enactments amended

subsidiary legislation to provide for a common electronic system for
administering and implementing registered provident fund schemes;
to amend the provision of the MPFSO that provides for the
appointment of the deputy chairperson of the Mandatory Provident
Fund Schemes Authority; to make related amendments; and to
provide for minor, miscellaneous or technical amendments to certain
provisions of the MPFSO and its subsidiary legislation.

The enactments specified in Parts 2, 3 and 4 are amended as set out
in those Parts.

Enacted by the Legislative Council.
Part 1
Preliminary

1. Short title and commencement

(1) This Ordinance may be cited as the Mandatory Provident Fund
Schemes (Amendment) Ordinance 2021.

(2) Subject to subsection (3), this Ordinance comes into operation
on the day on which it is published in the Gazette.

(3) The following provisions come into operation on a day to be
appointed by the Secretary for Financial Services and the
Treasury by notice published in the Gazette—

(a) sections 14, 15(2), 16, 17, 18, 20, 21, 23, 25, 40, 45, 48
(in so far as it relates to new Schedule 17), 52, 55, 57(1)
and (2), 59, 60, 61, 63, 64, 66, 67,70, 71,72, 73,77, 78,
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Part 2

Amendments to Mandatory Provident Fund Schemes
Ordinance (Cap. 485)

3. Section 2 amended (interpretation)
(1) Section 2(1)—
Repeal the definition of service provider
Substitute

“service provider (RIS 12 {Ht3E), in relation to a provident fund
scheme—

(a) means any of the following persons appointed or
engaged by the trustee of the scheme to provide
services for the purposes of the scheme—

(i) an investment manager;
(ii) acustodian of scheme assets;
(iii) any other person;

(b) includes a person to whom the provision of those
services is delegated by a person mentioned in

paragraph (a)(i), (ii) or (iii); and
(c) does not include—

(i) a person appointed or engaged as an auditor,
solicitor, actuary or registered intermediary; or

(ii) the system operator of an electronic MPF
system;”.

(2) Section 2(1), definition of working day, paragraph (b)—
Repeal
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Part 2
Clause 3 4

“within the meaning of section 71(2) of the Interpretation and
General Clauses Ordinance (Cap. 1)”

Substitute
“as defined by section 71(2) of Cap. 1”.

(3) Section 2(1), before the definition of accrued benefits—
Add

“2021 Amendment Ordinance ( {2021 FEEETI%HI) ) means
the Mandatory Provident Fund Schemes (Amendment)
Ordinance 2021 ( of 2021);”.

(4) Section 2(1)—
Add in alphabetical order
“Cap. 1 ( {55 1E) ) means the Interpretation and General
Clauses Ordinance (Cap. 1);

electronic MPF system (% F 5818 & Z %) means an

electronic system designated under section 191(1);

offering document (B4 {4) has the meaning given by
section 2 of the Mandatory Provident Fund Schemes
(General) Regulation (Cap. 485 sub, leg. A);

operating rules (ZE{E5FRI) means the rules referred to in
section 19K(2)(a);

pre-existing scheme (BfH 51&]) has the meaning given by
section 19M(4);

scheme administration function (5185 FHRREE)—

(a) means a function of an approved trustee of a
registered scheme with respect to the administration
of the scheme; and

(b) includes—

(i) any such function that is conferred or imposed
under this Ordinance; and
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(i) any such function that is referred to or
described in the guidelines;

scheme administration service (515 ¥R %) means any
service or facility provided for the administration of a
registered scheme;

Secretary (J5£) means the Secretary for Financial Services
and the Treasury;

section 19N notice (55 19N &/ 45) means a notice published
under section 19N;

specified entity (f5HHEHS) means—
(a) the eMPF Platform Company Limited; or

(b) awholly owned subsidiary established under section
6DA for the purpose mentioned in section 6DA(b)
(whether or not it is also established for the purpose
mentioned in section 6DA(a));

system operator (Z450& 4 —see section 191(2);”.
(5) After section 2(3)—
Add
“(4) Subsection (5) applies if—

(a) aprovision of this Ordinance requires any document
or information to be provided or given (however
described) in a form specified or approved by the
Authority, or in any other form provided by this
Ordinance; and

(b) because of Part 3B, the document or information is
to be provided or given (however described) by
means of an electronic MPF system.

(5) The requirement referred to in subsection (4)(a) is

complied with if the document or information is provided
or given (however described) in the form specified by the
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system operator of the electronic MPF system for the
purposes of Part 3B.”.

4, Section 6 amended (establishment of Mandatory Provident Fund

Schemes Authority)
(1) After section 6(2)(c)—
Add

“(ca) may, for the purpose of enabling a specified entity to
perform any of its functions under section 6EA—

(i) receive monies from or on behalf of a specified
entity; and

(if) provide monies to, or hold or expend monies for, the
entity; and”.

(2) After section 6(3)—
Add

“(4) The receipts of the Authority, and those of its wholly
owned subsidiaries, are not subject to taxation under the
Inland Revenue Ordinance (Cap. 112).”,

5. Section 6C amended (chairperson and deputy chairperson of the
Authority)

(1) Section 6C—
Repeal subsection (2)
Substitute

“(2) The Chief Executive may appoint one of the directors to
be the deputy chairperson of the Authority.”.

(2) Section 6C(3), after “chairperson”—
Add

“or deputy chairperson”.
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6. Section 6DA amended (Authority may establish wholly owned

subsidiary)

Section 6DA—

Repeal

everything after “subsidiary”

Substitute

“for any of the following purposes-—

(@)

(b)

facilitating the performance of the Authority’s
functions;

administering and operating an electronic system,
and providing scheme administration services for
approved trustees, for the purposes of Part 3B.”,

7. Section 6E amended (functions of Authority)
After section 6E(1)(eb)—
Add
“(ec) to oversee the operation of an electronic MPF system,
including—
(i) approving rules as described in section 19K(2)(a);
(ii) giving to the system operator and approved trustees
directions or instructions the Authority considers
appropriate for safeguarding the integrity and
stability of the system; and
(iii) monitoring the compliance with the operating rules

and the directions and instructions mentioned in
subparagraph (ii) by the system operator;

(ed) to supervise the performance by a specified entity of any
of the functions assigned, conferred or imposed under
section 6EA(1)(d) and (2) to the entity;
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(ee) to enhance the understanding and knowledge of the
members of the public of the features, objectives,
operations and investments of registered schemes;”.
8. Section 6EA added

After section 6E—

Add

“6EA. Functions of specified entity

(1) The functions of a specified entity are as follows—

@

3

(a)

(b)

©

(d)

to assist the Authority in performing the Authority’s
functions, including performing any functions of the
Authority delegated to the specified entity under
section 6F(2);

if an electronic system administered and operated by
the specified entity is designated under section
191(1), to perform the functions of the system
operator of the system;

to perform any particular function assigned to the
specified entity under subsection (2);

to perform any other functions conferred or imposed
on the specified entity under this Ordinance or any
other enactment.

The Financial Secretary may assign any particular
function to a specified entity (whether or not as the system
operator of an electronic MPF system) if the Financial
Secretary is satisfied that it is appropriate and in the public
interest for the specified entity to perform the function.

A specified entity may—

@

for the purpose of performing any of its functions—



Mandatory Provident Fund Schemes (Amendment) Bill 2021

Part 2
Clause 9

(b)
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(d)

©
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(i) employ or engage any person to assist the
specified entity in performing the function;

(ii) establish and maintain any general or special

reserve fund, carry to the credit of the fund any
sums that the specified entity considers
appropriate and make any disbursement that
the entity considers appropriate from the fund;

(iii) botrow or otherwise raise money;

(iv) receive grants from the Government;

establish an electronic system for the purposes of
Part 3B;

charge any fee for providing any service or facility
under this Ordinance or any other enactment;

seek reimbursement from persons who use the
service or facility mentioned in paragraph (c);
invest, in the way approved by the Financial
Secretary, any money of the specified entity that is
not immediately required; and

do anything that is necessary for or expedient to the
performance of any of the functions of the specified
entity.”.

9, Section 6F substituted

Section 6F—

Repeal the section

Substitute

Mandatory Provident Fund Schemes (Amendment) Bill 2021
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“6F. Authority may delegate functions and authorize
subdelegation of functions

(1) The Authority may in writing delegate any of its
functions, other than a specified function, to—

@

&)

“)

®)

(a)
(b)

(©)

a committee established under section 6D;

a wholly owned subsidiary that is not a specified
entity; or

a designated person,

The Authority may in writing delegate to a specified
entity any of its functions, other than—

(a)
(b)

a specified function; and

a function under section 6E(1)(a), (b), (c), (da), (e),
(ec), (ed) or (f).

When the Authority delegates a function under subsection
(1) or (2), the Authority may authorize (with or without
conditions) the delegate to subdelegate the function.

Schedule 1B has effect in relation to a delegation or
subdelegation under this section.

In this section—

designated person (35 A1) means—

(a)
(b)

a director or employee of the Authority; or
a person of a class prescribed by the regulations;

specified function (F§9EBREE) means—

(a)
(b)

the power of the Authority under this section; or

the power of the Authority under section 6DA.”.

Section 6G amended (power to appoint staff and consultants)
(1) Section 6G, heading—
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Repeal effectiveness with which the specified body has used the

“appoint staff and consultants” body’s resources in performing the functions of the body.
Substitute

“employ staff and engage consultants and agents, etc.”,

(2) For the purpose of conducting the examination, the
Director of Audit may, at any reasonable time—

(a) have full and free access to any books, accounts,

(2)  Section 6G(4)— vouchers, records or documents in the custody or
Repeal under the control of the specified body;
everything after “may” (b) make a copy of the whole or any part of those books,
Substitute accounts, vouchers, records or documents; and
«__ (c) require a person who holds or is accountable for

those books, accounts, vouchers, records or
documents to give any information or explanation
that the Director of Audit considers necessary.

(a) engage consultants for the purpose of obtaining
expert advice; and

(b) engage.copsultants, a.dvisers and agents to ass_ist the (3) The Director of Audit may report to the President of the
Authority in performing the Authority’s functions.”. Legislative Council the results of the examination.

11.  Section 6KA amended (designation of electronic system by (4)  Subsection (1) does not empower the Director of Audit to
Authority) quesj[ion the merits of the policy objectives of the
Section 6KA(1), after “Ordinance”— specified body.”.

Add 13. Section 7AA amended (employer required to pay contributions
“(other than Part 3B)”, to Authority where relevant employee not member of registered
scheme)

12.  Section 6PA added (1) Section TAA—

After section 6P— Repeal subsection (12)
Add Substitute

“(12) If the contribution day as determined under subsection

(11) for the purposes of subsection (7) is a day specified
1) The Director of Audi for " ol of in subsection (12A) (excluded day), the contribution day
(1) The Director of Audit may, for any financial year of the is to be the next following day that is not an excluded day.

Authority or a wholly owned subsidiary (specified body), . ] . .
conduct an examination into the economy, efficiency and (12A)  The day specified for subsection (12) is—

“6PA. Power of Director of Audit to examine Authority’s or
wholly owned subsidiary’s documents etc.
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(a) a Saturday;
(b) a public holiday;
(c) a gale warning day or black rainstorm warning day
as defined by section 71(2) of Cap. 1; or
(d) subject to subsection (12B)—a day on which the
electronic MPF system (or any part of it) is
suspended under section 19J or 191(1)(a) or (b).
(12B) Subsection (12A)(d) does not apply to a contribution
required to be made under this section unless the
suspension affects the making of the contribution.”.
(2) Section TAA(14)(b)—
Repeal
“0]‘”.
(3) Section TAA(14)(c)—
Repeal
“the Interpretation and General Clauses Ordinance (Cap. 1).”
Substitute
“Cap. 1; or”.
(4) After section TAA(14)(c)—
Add
“(d) aday on which the electronic MPF system (or any part of
it) is suspended under section 19J or 191.(1)(a) or (b).”.
(5) Section 7AA(14), Chinese text—
Repeal
M.
14, Section 7AD substituted

Section 7AD—
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Repeal the section
Substitute
“TAD. Approved trustee’s duties with regard to contributions
received from Authority

(1)  This section applies if a contribution paid to the Authority
in respect of a relevant employee under section 7AA is
paid under section 7AC to the approved trustee of a
registered scheme.

(2) On receiving the contribution, the approved trustee of the
registered scheme must take actions reasonably required
by the Authority with regard to the contribution.”.

15. Section 18 amended (recovery of arrears and contribution
surcharges)
(1) Section 18(3)—

Repeal

everything after “to the Authority”

Substitute
(a) any arrears; and
(b) any contribution surcharge payable under

subsection (2) in respect of the arrears.”.
(2) Section 18(6)—

Repeal
everything after “under subsection (5),”
Substitute
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“the approved trustee of the registered scheme must take (6) Section 19B(5)—
actions reasonably required by the Authority with regard to the Repeal paragraph (b).
payment.”.
(3) Section 18(6A)(a)— 17. Section 19C amended (Authority may require information or

documents necessary for paying special contributions)
Section 19C(1)—
Repeal paragraph (a).

Repeal
everything after “by them”
Substitute

6

; or”. 18. Section 19E amended (Authority may recover special
. . contributions that should not have been paid)
16. Section 19B amended (Authority may pay special contributions .

(1) Section 19E(1)(a)—

into accounts of scheme members)

(1) Section 19B(2)(a)— Repeal
Repeal “; and”
“ and” Substitute a full stop.

Substitute a full stop. (2) Section 19E(1)—

(2) Section 19B(2)— Repeal paragraph (b).
Repeal paragraph (b). (3) Section 19E(2)(a)—
(3) Section 19B(4)(a)— Repeal
Repeal “. and”
“ and” Substitute a full stop.

Substitute a full stop. (4)  Section 19E(2)—

(4) Section 19B(4)— Repeal paragraph (b).
Repeal paragraph (b). (5) Section 19E(3)(a)—
(5) Section 19B(5)(a)— Repeal
Repeal “; and”
“ and” Substitute a full stop.

(6) Section 19E(3)—

Substitute a full stop. R : b (o)
epeal paragraph (b).
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(7) Section 19E(4)(a)—
Repeal
“; and”
Substitute a full stop.
(8) Section 19E(4)—
Repeal paragraph (b).

19. Part 3B added
After Part 3A—

Add

“Part 3B

Electronic MPF System

Division 1—Designation of Electronic MPF System

191.  Designation of electronic MPF system by Secretary

(D

@

The Secretary may, by notice published in the Gazette,
designate an electronic system administered and operated
by a specified entity—

(a) to provide any services and facilities to facilitate
approved trustees of registered schemes in
performing their scheme administration functions;
and

(b) to perform any other functions specified in Schedule
12.

The specified entity that administers and operates an
electronic system designated under subsection (1) is the
system operator of the system.,
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3

)

An electronic system designated under subsection (1) is
to be administered and operated subject to conditions the
Secretary imposes with respect to the administration and
operation of the system.

As soon as practicable after a notice is published under
subsection (1), the Authority must publish information
about the designation, including the conditions imposed
by the Secretary (if any), in the way the Authority
considers appropriate.

Division 2—Suspension of Electronic MPF System on

Authority’s Direction

19J. Suspension of electronic MPF system on direction of
Authority

(M

@

3)

If the Authority reasonably considers it necessary to do
so, the Authority may in writing direct the system
operator of an electronic MPF system to suspend (in
accordance with the direction) the system or any part of it
from being operated or used for any purpose relating to
the designation under section 191(1).

The system operator must comply with the direction given
under this section by the Authority.

A suspension under this section—

(a) may take effect in relation to a person who uses, or
who is required under section 19M to use, the
electronic MPF system;

(b) may take effect—

(i) for a period, or until the occurrence of an
event, determined by the Authority; or

(ii)  until further notice by the Authority; and
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(c) may take effect subject to any condition the
Authority considers appropriate.

Information about the suspension—

(a) must be published by the Authority or the system
operator, or both, as soon as practicable after a
direction is given under subsection (1) to the system
operator; and

(b) must be published in the way the Authority
considers appropriate,

Division 3—System Operator

19K. General duties of system operator

(M

@

The system operator of an electronic MPF system must—

(a) administer and operate the system in a proper
manner; and

(b) provide scheme administration services to facilitate
approved trustees of registered schemes in
petforming their scheme administration functions.

The system operator must ensure that—

(a) there are in place rules, made by the system operator
and approved by the Authority, governing the
administration and operation of the electronic MPF
system and a suspension of the system under section
19L(1)(a) or (b) (operating rules);

(b) the electronic MPF system is administered and
operated in a safe and efficient manner calculated to
minimize the likelihood of any foreseeable
disruption to the functioning of the system;

(c) there are in place adequate arrangements to monitor
and ensure compliance with the operating rules,

Part 2
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including arrangements regarding the resources
available to the system operator; and

(d) there are available to the electronic MPF system
financial resources appropriate for the performance
of the functions of the system.

For the purposes of subsection (2)(b), regard must be had
in particular to the following matters or aspects in
determining whether an electronic MPF system is
administered and operated in a safe manner—

(a) the reliability and robustness of the operation of the
system;

(b) access control over the system;

(c) the integrity of, and access control over, the
information held within the system;

(d) data protection and security;

(e) record keeping;

(f)  the risk management and control procedures relating
to the operation of the system;

(g) the soundness of the system;

(h) the services provided to the system by the
infrastructure associated with the system;

(i) whether the system is administered and operated in
accordance with the operating rules.

For the purposes of subsection (2)(b), regard must be had
in particular to the following matters or aspects in
determining whether an electronic MPF system is
administered and operated in an efficient manner—

(a) the speed and efficiency with which scheme
administration services are provided by the system;
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(b) the overall costs of the maintenance and operation
of the system.

To avoid doubt, the operating rules are not subsidiary
legislation.

19L. Powers of system operator

M

@

&)

The system operator of an electronic MPF system may
exercise one ot more of the following powers—

(a) suspend the operation or use of the electronic MPF
system (or any part of it) for scheduled maintenance;

(b) suspend the operation or use of the electronic MPF
system (or any part of it) because of unforeseen
circumstances;

(c) employ or engage any person to assist the system
operator in performing the operator’s functions;

(d) charge any fee for providing any service or facility
under this Ordinance or any other enactment in
relation to the electronic MPF system, and seek
reimbursement from any person who uses the
service or facility;

(e) do anything that is necessary for or expedient to the
performance of any of the functions of the system
operator.

The power under subsection (1)(a) may not be exercised

unless information about the suspension is published by

the system operator in accordance with the operating rules
before the suspension.

If a suspension is made under subsection (1)(b), the
system operator must publish information about the
suspension in accordance with the operating rules.
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A suspension under subsection (1)(a) or (b) must be made
in accordance with the operating rules.

Division 4—Mandatory Use of Electronic MPF

System

19M. Mandatory use of electronic MPF system and scheme
administration services provided by system operator

(M

@

©)

@

Subject to subsections (2) and (3), the approved trustee of
a registered scheme must use the following system and
services that are made available to the approved trustee to
perform their scheme administration functions—

(a) the electronic MPF system; and

(b) the scheme administration services provided by the
system operator of the system.

For a pre-existing scheme, subsection (1)—

(a) begins to apply on the material day to the approved
trustee of the scheme with respect to a function of
the trustee that is not a specific function; and

(b) begins to apply on the specified day to the approved
trustee of the scheme with respect to a specific
function of the trustee.

For a newly registered scheme, subsection (1) begins to
apply on the specified day to the approved trustee of the
scheme with respect to a specific function of the trustee.

In this section—-

material day (BE$EH), in relation to a pre-existing scheme,

means the day specified under section 19N(1) for the
scheme;
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newly registered scheme (Fr:E{E1E]) means a scheme that is
registered under section 21 or 21A on or after the date on
which Schedule 17 takes effect;

pre-existing scheme (BEX7551#]) means a registered scheme
that is not a newly registered scheme;

specific function (Fi7EI%AE) means a function of the approved
trustee of a registered scheme described in section 153 of
the Mandatory Provident Fund Schemes (General)
Regulation (Cap. 485 sub. leg. A) as in force immediately
before the commencement of this section;

specified day ($§9HH) means the day on which section 79 of
the 2021 Amendment Ordinance comes into operation.

19N. Secretary to specify day on which approved trustee of pre-
existing scheme must begin to use electronic MPF system to
perform scheme administration functions (other than
specific function)

(1) The Secretary may, by notice published in the Gazette,
specify a day for a pre-existing scheme for the purposes
of section 19M(2)(a).

(2) Different days may be specified under subsection (1) for
different pre-existing schemes.

190. Authority’s duty to publish relevant requirement

(1) As soon as practicable after a notice is published in the
Gazette under section 19N(1) for a pre-existing scheme,
the Authority must publish information about the relevant
requirement for the scheme, including the day on which
the requirement is to take effect, in the way the Authority
considers appropriate.

(2) In this section—
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19P.

relevant requirement (FRE#H1E), in relation to a pre-existing
scheme, means the requirement that the approved trustee
of the scheme must comply with section 19M(1) with
respect to the scheme administration functions (other than
a specific function) of the approved trustee;

specific function (5 EHEHE) has the meaning given by section
19M(4).

Division 5—Duties of Approved Trustees

What approved trustees should do in relation to
implementation of electronic MPF system etc.

(1) An approved trustee of a registered scheme must have in
place effective plans, procedures and systems for enabling
or facilitating—

(a) the proper and efficient implementation of an
electronic MPF system; and

(b) the effective and efficient provision of scheme
administration services by the system operator of the
system.

(2) An approved trustee of a registered scheme must take—

(a) actions that are reasonably required for any of the
purposes mentioned in subsection (1); and

(b) other actions required by the Authority under
subsection (3).

(3) The Authority may, by written notice given to an
approved trustee of a registered scheme, require the
approved trustee to take any action the Authority
considers necessary for any of the purposes mentioned in
subsection (1).
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19Q. Notice to be given to certain persons in relation to section
19N notice

M

)

As soon as practicable after a section 19N notice is
published in the Gazette, the approved trustee concerned
must notify in writing each of the persons mentioned in
subsection (2) of the following matters—

(a) the publication of the notice;

(b) the date from which the trustee must comply with
the requirement under section 19M(1); and

(c) the matters and activities that are to be conducted by
the electronic MPF system.

The persons are—

(a) a participating employer of the registered scheme;
and

(b) amember of the scheme.

Division 6—Collection and Use of Certain

Information

19R. Collection of certain information by system operator

)

Subject to subsection (2), the system operator of an
electronic MPF system may, by written notice given to an
approved trustee of a registered scheme, require the
approved trustee to provide, in the way specified by the
system operator, any information regarding the registered
scheme—

(a) that is in the trustee’s possession or under the

trustee’s control; and

(b) that is reasonably required by the system operator
for performing any of the system operator’s
functions under section 19K(1) or 19S.

Part 2
Clause 19

Mandatory Provident Fund Schemes (Amendment) Bill 2021

26

198,

@

&)

(4)

The system operator must specify in the notice the
information that is required to be provided by the
approved trustee. :

An approved trustee of a registered scheme must comply
with a requirement set out in the notice given to the
approved trustee under subsection (1) within the period
specified in the notice.

The system operator may use the information obtained
under this section only for performing the system
operator’s functions.

Maintenance of register by system operator

(M

@)

©)

The system operator of an electronic MPF system must
maintain a register of members of registered schemes
(central register) for the purpose of enabling a person
who makes a request under this section to ascertain in
accordance with this section any information mentioned
in subsection (3).

The central register must be maintained in the form
specified by the Authority.

The central register must contain the following
information with respect to each member of a registered
scheme—

(a) the member’s name;

(b) the member’s Hong Kong Identity Card number or
travel document number;

(c) the name of each registered scheme that the member
is under (specified scheme) and the particulars of
each account established and maintained by the
member under each specified scheme;
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(d) the name of the approved trustee of each specified
scheme;

(e) the amount of the accrued benefits held by the
member in each account mentioned in paragraph (c);

(f) any other information of or relating to the member
or the account mentioned in paragraph (c) that the
Authority considers appropriate to be contained in
the central register.

A person may request the system operator to provide any
information contained in the central register,

A request under subsection (4)—

(a) must be made in writing; and

(b) must be sent to the system operator in the form
specified by the system operator.

Subject to subsections (7) and (8), the system operator
must, on receiving a request made by a person under
subsection (4), provide to the person any information
contained in the central register that relates to the person.

If the person who makes the request is an authorized
representative of another person, the system operator
must provide to the authorized representative any
information contained in the central register that relates to
that other person.

If the person who makes the request is—

(a) aperson entitled in priority to the administration of
a deceased person’s estate (entitled person); or

(b) the personal representative of a deceased person,

the system operator must provide to the entitled person or
the personal representative (as the case requires) any
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information contained in the central register that relates to
the deceased person,

Division 7—Regulation of Fees relating to Scheme
Administration

Subdivision 1—Preliminary

19T. Interpretation
(1) Inthis Division and Schedules 13, 14, 15 and 16—

corresponding period (F5JEHAMD), in relation to a constituent
fund of a registered scheme, means the financial period of
the constituent fund that coincides (whether wholly or
partly) with a financial period of the registered scheme;

FER means the fund expense ratio;

Jinancial period (7 E3H), in relation to a registered scheme,
has the same meaning as in section 79 of the Mandatory
Provident Fund Schemes (General) Regulation (Cap. 485
sub. leg. A);

inception date (5%37.H), in relation to a constituent fund of a
registered scheme, means the first day on which the
constituent fund is made available to members of the
registered scheme for investment purpose;

new constituent fund (3¢5 54) means a constituent fund
of a registered scheme the inception date of which is on
or after the date on which section 79 of the 2021
Amendment Ordinance comes into operation;

reference rate (S5 {7 E%)—see section 19X;
reference ratio (2558 % LE#)—see section 19W;
relevant rate of administration fee (FHEH{TEUE 2X) means—
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(a) the relevant rate of administration fee determined
under section 2 or 4 of Schedule 14 for a constituent
fund of a registered scheme; or

(b) the relevant rate of administration fee determined
under section 19ZB for a constituent fund of a
registered scheme;

second related financial period (558 _FE B ELHR), in relation
to a constituent fund of a registered scheme, means the
financial period of the registered scheme that is
immediately after the financial period covering the
inception date of the constituent fund.

(2) A constituent fund of a registered scheme begins to exist
on the inception date.

(3) If the units of a constituent fund of a registered scheme
are divided into more than one class (fiund class), this
Division and Schedules 13, 14, 15 and 16 apply to a fund
class of the constituent fund as if the fund class were a
constituent fund of the registered scheme.

Subdivision 2—Approved Trustee Not to Charge More
Than Amount Payable to System Operator

19U0. Approved trustee may charge fee for use of electronic MPF
system and certain other services but must not charge more
than amount payable to system operator

(1) The approved trustee of a registered scheme may charge
to a constituent fund of a registered scheme any amount
payable, in relation to the constituent fund, by the
approved trustee to the system operator of an electronic
MPF system for the use of the system (use) or the
provision to the trustee of any scheme administration
services (provision), or both,
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However, the aggregate amount that may be charged
under subsection (1) in relation to a constituent fund of a
registered scheme for a prescribed period relating to the
fund must not exceed the total amount payable, in relation
to the fund, by the approved trustee to the system operator
for the use and provision for that period.

For a constituent fund of a registered scheme, each of the
following periods is a prescribed period relating to the
fund—

(a) the period that begins on the material day and ends
on the last day of the financial period of the
registered scheme that covers the material day;

(b) a financial period of the registered scheme that
begins after the material day.

In this section—

material day (BE$#H), in relation to a constituent fund of a

registered scheme—

(a) ifthe constituent fund is not a new constituent fund,
means the day appointed under section 19ZE(1)(a)
for the constituent fund; and

(b) if the constituent fund is a new constituent fund,
means the inception date of the constituent fund.

Subdivision 3—Reference Ratio and Reference Rate

19V. Approved trustee’s duty to submit reference ratio and
relevant rate of administration fee for constituent fund
other than capital preservation fund

M

This section applies to a constituent fund of a registered
scheme that is not a capital preservation fund.
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(2) The approved trustee of the registered scheme must,
before the end of the specified 12-month period—

(a) determine—
(i) the reference ratio for the constituent fund; and

(ii) the relevant rate of administration fee for the
fund;

(b) cause the reference ratio so determined to be audited
by the auditor of the registered scheme; and

(c) submit to the Authority—
(i) the audited reference ratio; and
(ii) the relevant rate of administration fee.

(3) The approved trustee of a registered scheme is not
required to comply with subsection (2)(a)(ii) and (c)(ii) if
the relevant rate of administration fee is determined under
section 19ZB for the constituent fund.

(4) In this section—

specified 12-month period ($557 12 {& B HART)—

(a) in relation to a constituent fund of a registered
_scheme to which section 19W(2) applies, means the
12-month period that begins immediately after 31
December 2021; and

(b) in relation to a constituent fund of a registered
scheme to which section 19W(3) applies—

(1) if the constituent fund is not a new constituent
fund, means whichever of the following
periods ends later—

(A) the 12-month period that begins
immediately after 31 December 2021;
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(B) the 12-month period that begins
immediately after the second related
financial period; and

(ii) if the constituent fund is a new constituent
fund, means the 12-month period that begins
immediately after the second related financial
period.

19W. How to determine reference ratio for constituent fund

(1) This section applies for the putpose of determining the
reference ratio for a constituent fund of a registered
scheme under section 19V,

2) If—
(a) a financial period of a constituent fund of a

registered scheme ends before 31 December 2020
(specified date); and

(b) the constituent fund is in existence on the specified
date,

the reference ratio for the constituent fund is the FER
determined, in accordance with Schedule 13, for the
corresponding period of the constituent fund that
coincides with the financial period of the registered
scheme covering the specified date.

(3) In any other case, the reference ratio for the constituent
fund is the FER determined, in accordance with Schedule
13, for the corresponding period of the constituent fund
that coincides with the second related financial period.

(4) For the purpose of determining the FER for the
corresponding period mentioned in subsection (2) or (3)
(specified corresponding period)—
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(a) a reference in section 1 of Schedule 13 to a
prescribed period is a reference to the financial
period of the registered scheme to which the
specified corresponding period relates; and

(b) a reference in that Schedule to the relevant

corresponding period is a reference to the specified
corresponding period.

19X. How to determine reference rate for constituent fund

(M

2

©))

)

This section applies for the purpose of determining the
reference rate for a constituent fund of a registered
scheme.

For a constituent fund of a registered scheme to which
section 19W(2) applies, the reference rate for the
constituent fund is the relevant rate of administration fee
determined under Part 1 of Schedule 14 for the fund.

For a constituent fund of a registered scheme to which
section 19W(3) applies, the reference rate for the
constituent fund is the relevant rate of administration fee
determined under Part 2 of Schedule 14 for the fund.

Despite subsections (2) and (3), if the relevant rate of
administration fee for a constituent fund of a registered
scheme is determined under section 19ZB, the reference
rate for the constituent fund is the rate determined under
that section for the fund,
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Subdivision 4—Approved Trustee’s Duties in relation to
FER for Relevant Corresponding Period of Constituent

Fund

19Y. Approved trustee’s duty to determine FER for relevant
corresponding period of constituent fund

)

2

3

This section applies to a constituent fund of a registered
scheme.

The approved trustee of the registered scheme must,
before the deadline for each prescribed period—

(a) determine, in accordance with Schedule 13, the FER
for the relevant corresponding period of the
constituent fund;

(b) cause the FER so determined to be audited by the
auditor of the registered scheme; and

(c) submit the audited FER to the Authority,

In this section—

deadline (51 HAR), in relation to a prescribed period relating

to a constituent fund, means the end of the 6-month period
that begins immediately after the prescribed period,;

material day (FR#EH)—

(a) in relation to a constituent fund of a registered
scheme that is not a new constituent fund, means the
day appointed under section 19ZE(1)(b) for the
constituent fund; and

(b) inrelation to a new constituent fund, means the day
immediately after the second related financial
period,;

prescribed period (ETBEHART), in relation to a constituent fund

of a registered scheme, means each of the following
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periods during which the constituent fund of the

registered scheme is in existence (whether at all times or

any time)—

(a) the period that begins on the material day and ends
on the last day of the financial period of the
registered scheme that covers the material day;

(b) a financial period of the registered scheme that
begins after the material day;

relevant corresponding period (fHEEAHIERHRE), in relation to

a prescribed period relating to a constituent fund of a

registered scheme—

(a) if the prescribed period is a financial period of the
registered scheme, means the corresponding period,
or the part of the corresponding period, of the
constituent fund that coincides with the financial
period of the registered scheme; and

(b) in any other case, means the corresponding period,
or the part of the corresponding period, of the
constituent fund that coincides with the part of the
scheme’s financial period that is the prescribed
period.

19Z. Approved trustee’s duty to determine permitted percentage

for constituent fund other than capital preservation fund

(1) This section applies to a constituent fund of a registered
scheme that is not a capital preservation fund.

(2) The approved trustee of the registered scheme must,
before the deadline for each prescribed period—

(a) determine, in accordance with Schedule 15, the
percentage permitted for the relevant corresponding
period of the constituent fund; and
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(b) submit the percentage so determined to the
Authority.
(3) The submission under subsection (2)(b) must also
specify—
(a) whether the FER for the relevant corresponding

period of the constituent fund (relevant FER)
exceeds the permitted percentage; and

(b) (if the relevant FER exceeds the permitted
percentage) the amount calculated in accordance
with Schedule 16,

(4) In this section—

deadline (B 12 HAfE), in relation to a constituent fund of a
registered scheme and a prescribed period relating to the
constituent fund, means the end of the 6-month period that
begins immediately after the prescribed period;

material day (FE#EH)—

(a) in relation to a constituent fund of a registered
scheme that is not a new constituent fund, means the
day appointed under section 19ZE(1)(c) for the
constituent fund; and

(b) in relation to a new constituent fund, means the day
immediately after the second related financial
period;

permitted percentage (JEAEEFE 4rEL) means the percentage
determined under subsection (2)(a);

prescribed period (5THHEARE), in relation to a constituent fund
of a registered scheme, means each of the following
periods during which the constituent fund of the
registered scheme is in existence (whether at all times or
any time)—
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(a) the period that begins on the material day and ends
on the last day of the financial period of the
registered scheme that covers the material day;

(b) a financial period of the registered scheme that
begins after the material day;

relevant corresponding period (FERAAHTERART), in relation to
a prescribed period relating to a constituent fund of a
registered scheme—

(a) if the prescribed period is a financial period of the
registered scheme, means the corresponding period,
or the part of the corresponding period, of the
constituent fund that coincides with the financial
period of the registered scheme; and

(b) in any other case, means the corresponding period,
or the part of the corresponding period, of the
constituent fund that coincides with the part of the
scheme’s financial period that is the prescribed
period.

19ZA. Approved trustee’s duty to pay excess into relevant
constituent fund

(1) This section applies to a constituent fund of a registered
scheme to which section 19Z applies if, in relation to a
prescribed period to which the constituent fund relates,
the FER for the relevant corresponding period of the
constituent fund exceeds the permitted percentage (as
defined by section 19Z(4)).

(2) Within 10 specified working days after the deadline, the
approved trustee of the registered scheme must pay the
amount calculated in accordance with Schedule 16
(determined amount) into the constituent fund as income
of the fund.
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(3) If the approval granted in respect of the constituent fund
under section 21BB is cancelled before the approved
trustee of the registered scheme has discharged the duty
under subsection (2) in relation to the fund, the approved
trustee must pay the determined amount into the
registered scheme as income of the scheme,

(4) In this section—
deadline (51%HHR) has the meaning given by section 19Z(4);

prescribed period (5THHHARY) has the meaning given by
section 19Z(4);

relevant corresponding period (F8 &8 1H JEHARS) has the
meaning given by section 19Z(4);

specified working day ($588 T{FH) means a day other than
any of the following days—

(a) aSaturday;
(b) apublic holiday;

(c¢) a gale warning day or black rainstorm warning day
as defined by section 71(2) of Cap. 1.

Subdivision S—Powers of Authority to Determine
Relevant Rate of Administration Fee and Require
Approved Trustee to Determine FER for Specified Period
of Constituent Fund

19ZB. Power of Authority to determine relevant rate of
administration fee for constituent fund

(1)  Subject to subsection (2), the Authority may determine, in
the way the Authority considers appropriate, the relevant
rate of administration fee for a constituent fund of a
registered scheme,
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19ZC.

@

3

The Authority may exercise the power mentioned in
subsection (1) in relation to a constituent fund of a
registered scheme, if the Authority is satisfied that—

(a) for the purpose of determining the relevant rate of
administration fee under Schedule 14 for the
constituent fund, the annual rate of the
administration fee (or equivalent) of the constituent
fund is not readily ascertainable by reference to the
offering document of the registered scheme; and

(b) the exercise of the power is justified.

In determining the relevant rate of administration fee for
a constituent fund of a registered scheme under this
section, regard must be had to the guidelines.

Power of Authority to require approved trustee to
determine FER for specified period of constituent fund

M

@

3)

This section applies to a constituent fund of a registered
scheme in relation to a financial period of the registered
scheme.

If the Authority reasonably considers it necessary to do
so, the Authority may require, by written notice, the
approved trustee of the registered scheme to determine the
FER for the corresponding period, or the part of the
corresponding period, of a constituent fund of the
registered scheme that coincides with the financial period
of the scheme.

The approved trustee of the registered scheme must,
before the end of the 6-month period after the date of the
notice given to the approved trustee under subsection

2)—
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)

(a) determine, in accordance with Schedule 13, the FER
for the period specified in the notice (specified
period);

(b) cause the FER so determined to be audited by the
auditor of the registered scheme; and

(c) submit the audited FER to the Authority.
For the purposes of subsection (3)(a)—

(a) a reference in section 1 of Schedule 13 to a
prescribed period is a reference to the financial
period of the registered scheme, or the part of the
financial period of the scheme, as the case requires,
to which the specified period relates; and

(b) a reference in that Schedule to the relevant
corresponding period is a reference to the specified
period.

Subdivision 6—Authority’s Duties to Publish Specified
Information and Fee Level Charged by System Operator

of Electronic MPF System

19ZD. Authority’s duties to publish specified information and
general fee level charged by system operator

M

@

As soon as practicable after having received any specified
information in relation to a constituent fund of a registered
scheme from the approved trustee of the registered
scheme, the Authority must publish, in the manner the
Authority considers appropriate, the information.

The Authority is not required to comply with subsection
(1) in relation to the information described in paragraph
(b) of the definition of specified information in
subsection (5) if—
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(a) the information is received by the Authority after the
Authority has determined the relevant rate of
administration fee for the constituent fund; or

(b) after having received the information from the
approved trustee of the registered scheme, the
Authority decides to exercise the power under
section 19ZB in relation to the constituent fund.

(3) The Authority must also publish, in the manner the
Authority considers appropriate—
(a) the relevant rate of administration fee determined

under section 19ZB for a constituent fund of a
registered scheme; and

(b) the general fee level charged by the system operator
of an electronic MPF system for the use of the
system or the provision by the system operator of
any scheme administration services, or both.

(4) The Authority must publish the information mentioned in
subsection (3) as soon as practicable after the information
is available.

(5) In this section—
specified information (J§8HEF}) means—
(a) the audited reference ratio mentioned in section
19V(2)(e)(d);
(b) the relevant rate of administration fee mentioned in
section 19V(2)(c)(ii);
(c) the audited FER mentioned in section 19Y(2)(c);
(d) the percentage mentioned in section 19Z(2)(b); or
(e) the audited FER mentioned in section 19ZC(3)(c).
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Subdivision 7—Powers of Secretary
19ZE. Power of Secretary to appoint days for purposes of section
19U, 19Y and 197
(1) The Secretary may, by notice published in the Gazette,
appoint a day for the purposes of paragraph (a) of the
definition of material day in any of the following
provisions—
(a) section 19U(4);
(b) section 19Y(3);
(c) section 19Z(4).
(2) Different days may be appointed under subsection (1)(a),
(b) and (c)—
(a) for different constituent funds of a registered
scheme; and
(b) for constituent funds of different registered
schemes.
19ZF. Power of Secretary to amend Schedules
The Secretary may, by notice published in the Gazette, amend
Schedules 12, 13, 14, 15 and 16.
Division 8—Miscellaneous Provisions
19ZG. System operator to provide administrative support to

Authority

(1) If the Authority so requires, the system operator of an
electronic MPF system must provide administrative
support to the Authority to assist the Authority in
performing the Authority’s functions.
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20,

21,

22,

19ZH.

(2) The Authority may pay to the system operator an amount
that, in the Authority’s opinion, represents the
expenditure or cost incurred, or likely to be incurred, by
the system operator in providing the administrative
support.

(3) A payment under subsection (2) is to be paid from the
MPFA Administration Account under section 6M.

Mandatory use of electronic MPF system etc. does not
prevent approved trustees from seeking remedies from
system operator

The use by the approved trustee of a registered scheme of the
electronic MPF system, or the scheme administration services
provided by the system operator of the system, because of
section 19M does not prevent the trustee from seeking any
reasonable remedies from the system operator in respect of any
liability of the trustee that is attributable to the system
operator.”.

Section 20B amended (revocation of approval of approved
trustee)

Section 20B(1)(d)—

Repeal subparagraph (iv).

Section 30 amended (report of auditor)
Section 30(1A)—

Repeal
“34DC(1),”.

Section 32 amended (investigation)

)

Section 32(1)—
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@)

&)

4)

®)

Repeal

“The Authority may, by written notice served on the approved
trustee of a registered scheme, notify that trustee that the
Authority intends to investigate the matters specified in the
notice on the ground that”

Substitute

“This section applies if”.

Section 32(1)(a)—

Repeal

“the scheme”

Substitute

“a registered scheme”.

Section 32(1)(b)—

Repeal

“scheme members”

Substitute

“the scheme members of a registered scheme”.
Section 32(1)(c)—

Repeal

“trustee”

Substitute

“approved trustee of a registered scheme”,
Section 32—

Repeal subsection (1A).
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23. Section 33 amended (suspension and termination of approved
trustee’s administration of registered scheme)

(1)  Section 33(1)(c)—

Repeal subparagraph (iii).
(2) Section 33(6)(c)—

Repeal subparagraph (iii).

24, Section 34DA amended (interpretation)
Section 34DA—
Repeal the definition of out-of-pocket expenses
Substitute

“out-of-pocket expenses (B {hH ) —

(a) means any of the following charges, expenses and
fees (however described)—

G

(if) printing expenses and postage;

) auditor’s fees for annual audit;

—

(iii) fund price publication expenses;
(iv) bank charges;

(v) governmental fees and charges (including
stamp duties and licence fees);

(vi) other charges, expenses or fees that are
properly incurred and permitted under this
Ordinance or the governing rules; and

(b) does not include fees payable to the system operator
of an electronic MPF system under section 19U;”,

25. Section 34DC amended (transfer of accrued benefits to an
account within the same registered scheme)

Section 34DC(1)—
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Repeal
“then the approved trustee of the scheme must ensure that the
transferred benefits”
Substitute
“the transferred benefits are to”.

26. Section 34DD amended (control of payment for services relating

to default investment strategy)

(1) Section 34DD(S), definition of specified service provider,
paragraph (a)(iii)—
Repeal

<6 ek

;or
Substitute a semicolon.

(2) Section 34DD(5), definition of specified service provider,
paragraph (b)—
Repeal the semicolon
Substitute

113 9%

; 017,
(3) Section 34DD(5), definition of specified service provider, after
paragraph (b)—
Add
“(c) the system operator of an electronic MPF system;”.
(4) Section 34DD(5), definition of underlying investment fund—
Repeal paragraph (c)
Substitute
“(c) aspecified CIS;”.
(5) Section 34DD(5)—
Add in alphabetical order
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27.

“specified CIS (595 CIS)—

(a) means acollective investment scheme as defined by
section 1(1) of Schedule 1 to the Mandatory
Provident Fund Schemes (General) Regulation
(Cap. 485 sub. leg. A); and

(b) does not include such a scheme that is a REIT;”.

(6) After section 34DD(5)—

“(6) For the purposes of the definition of specified CIS in

subsection (5), a REIT is a real estate investment trust
with all of the following characteristics—

(a) does not engage in active trading of real estate;

(b) invests predominantly in real estate for generating
recurrent rental income;

(c) the majority of its income derives from rentals of
real estate;

(d) distributes a significant portion of its income to
holders in the form of regular dividends or other
distributions (however described);

(e) is listed on a stock exchange.”.

Section 34DE amended (amendment of Schedules 10 and 11)
Section 34DE(1)—
Repeal
“The Secretary for Financial Services and the Treasury”
Substitute
“The Secretary”.
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28. Section 34ZN amended (annual fees)

29,

30,

After section 34ZN(5)—

Add

“(SA)

(5B)

Subsection (SB) applies if—

(a) a person (Party A) is a subsidiary intermediary
attached to another person who is a principal
intermediary; and

(b) the registration of Party A as such a subsidiary
intermediary is revoked under subsection (5)
(subsection (5) revocation).

The approval of the attachment of Party A to that other
person is revoked at the time the subsection (5) revocation
takes effect.”.

Section 34Z0 amended (annual return)
After section 34Z0(5)—

Add

“(54)

(5B)

Subsection (5B) applies if—

(a) a person (Party A) is a subsidiary intermediary
attached to another person who is a principal
intermediary; and

(b) the registration of Party A as such a subsidiary
intermediary is revoked under subsection (5)
(subsection (5) revocation).

The approval of the attachment of Party A to that other
person is revoked at the time the subsection (5) revocation
takes effect.”.

Section 34ZP amended (continuing training)
After section 34ZP(4)—
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Add
“(5) Subsection (6) applies if—

(a) an individual is a subsidiary intermediary attached
to another person who is a principal intermediary;
and

(b) the registration of the individual as such a subsidiary
intermediary is revoked under subsection (4)
(subsection (4) revocation).

(6) The approval of the attachment of the individual to that

other person is revoked at the time the subsection (4)
revocation takes effect.”.

31. Section 34ZW amended (Authority may make disciplinary
order)
After section 34ZW(3)—
Add
“(3A) Subsection (3B) applies if—
(a) a regulated person is a subsidiary intermediary
attached to another person who is a principal
intermediary; and

(b) the registration of the regulated person as such a
subsidiary intermediary is revoked under subsection
(3)(a)(i) (subsection (3) revocation).

(3B) The approval of the attachment of the regulated person to
that other person is revoked at the time the subsection (3)
revocation takes effect.”.

32, Section 34Z7J amended (payment by Authority to industry
regulator in relation to expenditure or cost for services)

Section 34Z7J(1), Chinese text—
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Repeal
“FRIBAER IR (IR TS B T AR T B & mTRE”
Substitute
“ Fo(BMEE mTRE R R IR A BN R B AR 5 B TR A

33. Section 41 amended (persons not to disclose certain information)

(1) Section 41(1)—

Repeal

“exercise o1” (wherever appearing).
(2) After section 41(2)—
Add
“(2A) Subsection (1) does not prevent the disclosure of, or the
provision of access to, the information by a relevant
person (Party A) if—
(a) the disclosure or the provision is made to another
relevant person (Party B); and
(b) the information is, in the opinion of Party A,
necessary for Party B’s performance of functions
under or for the purposes of this Ordinance.

(2B) Subsection (1) does not prevent the disclosure of, or the
provision of access to, the information by a prescribed
person (Party C) it—

(a) the disclosure or the provision is made to another
prescribed person (Party D); and
(b) the disclosure or the provision is, in the opinion of
Party C, necessary—
(i) to assist Party C’s performance of functions
under or for the purposes of this Ordinance; or
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(i) to facilitate Party D’s performance of

functions under or for the purposes of this
Ordinance.”.

(3) After section 41(3)—
Add
“(4) In this section—
prescribed person (ETHH A1) means—
(a) aspecified entity;

(b) a person employed or engaged under section
6EA(3)(a)(i) by a specified entity;

(c) aperson to whom a function of a specified entity is
delegated or subdelegated; or

(d) the Authority;
relevant person (F8f# A 1) means—
(a) the system operator of an electronic MPF system; or

(b) the approved trustee of a registered scheme.”.

34, Sections 41A and 41B added
After section 41—
Add

“41A. Supplementary provisions to section 41—disclosure by
system operator to approved trustees

(1) Subject to subsection (2), section 41(1) does not prevent
the system operator of an electronic MPF system from—

(a) allowing the approved trustee of a registered scheme
to have access to the information obtained by the
system operator as described in that section; or
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(b) otherwise disclosing the information to the
approved trustee.

(2) Subsection (1) applies only if—
(a) the information is to be disclosed by the approved

trustee to a person located in a place outside Hong
Kong;

(b) the person performs in that place functions that
correspond to those of the Commissioner of Inland
Revenue; and

(c) the disclosure by the trustee of the information to the
person is for the purpose of complying with the
trustee’s reporting obligation under the taxation law
of that place.

41B. Supplementary provisions to section 41—disclosure by
persons other than Authority

(1) Section 41(1) does not prevent a person (other than the
Authority) who obtains information as described in that
section from—

(a) disclosing the information for the purpose of any
criminal proceedings in Hong Kong or an
investigation conducted with a view to bringing any
such proceedings;

(b) disclosing the information in connection with any
civil proceedings to which the person is a party or
with a view to bringing any such proceedings;

(c) disclosing the information for the purposes of
sections 50B and 50C of the Inland Revenue
Ordinance (Cap. 112); or

(d) disclosing the information for seeking advice from,
or giving advice by, counsel or a solicitor or other



Mandatory Provident Fund Schemes (Amendment) Bill 2021
Part 2
Clause 35 53

professional adviser acting or proposing to act in a
professional capacity in connection with a matter
arising under this Ordinance.

(2) Section 41(1) does not prevent the system operator of an
electronic MPF system from disclosing any information
obtained by the system operator as described in that
section as a summary compiled from information
provided by persons in accordance with this Ordinance.

(3) However, subsection (2) applies only if the summary is
compiled so as to prevent the identities and businesses of
those persons from being ascertained from the summary,

(4) Section 41(1) does not prevent a wholly owned subsidiary
from disclosing any information obtained by the
subsidiary as described in that section if the disclosure
is—

(a) for the purpose of, or otherwise in connection with,
an audit conducted, by the auditor of the subsidiary,
for the subsidiary; or

(b) for the purpose of enabling the Director of Audit to
perform, in relation to the Authority or the
subsidiary, a function under section 6PA.

(5) Any information disclosed under subsection (1)(c) may
be used or disclosed only for the purposes mentioned in
that subsection.”.

35. Section 42 amended (Authority may disclose certain information
despite section 41)

(1) Section 42(1), Chinese text—
Repeal paragraphs (b), (¢) and (caa)
Substitute
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“b) Ry THEBBETIONEREIER » 305 T DUREE
ff%%fii%‘%ﬂﬁ%%ﬁﬁi%ﬁm;ﬁﬁ B EE
() FEEEMHEBET—ITNRELEEFHERER
T WBEBZEEN  NREEMZEER B
RLTH R F &R
(caa) RLAT HOVMEZEEN @ mUHEEGS1THY
LI SE B oy T B R R TR A ~ 190 Bl B L i B T
[ BEARIB ARG5S AV ERBEEFEEER  3H
% SEORTRAT ~ ERATEEE R S I E AR R R .
(@) Section 42(1)(g)(iii)—
Repeal the full stop
Substitute a semicolon.
(3) After section 42(1)(g)—
Add

“(h) disclose the information for the purpose of, or otherwise
in connection with, an audit as required by section 6P;

(i) disclose the information for the purpose of enabling the
Director of Audit to perform, in relation to the Authority
or a wholly owned subsidiary, a function under section
6PA.”.

(4) Section 42(9), Chinese text—
Repeal paragraph (d)
Substitute
“Wd) REUTHWMKEZSERM @ MNEEGSITEY
BEDUESE B Oy 1T B U R B ~ (5 Al B LAt B S e
M > BARBAGRGIS EN R BEEERER  3H
% G ORTRAT ~ AT BB R SRR R R .
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36. Section 42AA amended (specified entity may disclose

information obtained under Part 4A despite section 41)
(1) Section 42AA, heading—
Repeal
“Specified entity”
Substitute
“Insurance Authority, Monetary Authority and Securities
and Futures Commission”,
(2) Section 42AA(3), Chinese text—
Repeal paragraphs (b), (¢) and (ca)
Substitute
“by R THEEBETIHEERRER 0 805 T DURLE
ﬁ%ﬁ%ﬁ?%ﬁ%%ﬁﬁi&ﬁﬂ@%ﬁ MBS EE
(c) FEEZEREHED—I7H RIEAEEFHME R
T WELEER SRR SRR R HE
AL R &R
(ca) RLATHOMMEBZEER @ mUEESMTEL
BELAESE S Oy TT RV A RRED (AT B B 2R
o BRI AGRBIS EREM BT BRI R R » 2k
LA - RATSREE R IR S E E R R
(3) Section 42AA(7), Chinese text—
Repeal paragraph (c)
Substitute
“© RN HAMKEZEER @B STER
BEOLESE S D TT R AR ERAN - A 2 H M B 2
A > BRI AMRBS EREM B EBEIE R » 5
%G ORERAT ~ AT M S R ERERER
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37. Section 42AAB amended (administrator under Occupational

Retirement Schemes Ordinance or approved trustee may
disclose certain information despite section 41)

(1) Section 42AAB, heading—
Repeal

“Administrator under Occupational Retirement Schemes
Ordinance or approved trustee”

Substitute
“Specified persons”.

(2) Section 42AAB(1)—
Repeal

“an administrator as defined by section 2(1) of the
Occupational Retirement Schemes Ordinance (Cap. 426), or an
approved trustee of a registered scheme,”

Substitute
“a specified person”.
(3) After section 42AAB(3)—
Add
“(4) In this section—

relevant employer (75 i {& F) has the meaning given by
section 2(1) of the Occupational Retirement Schemes
Ordinance (Cap. 426);

specified person (583 A ) means—

(a) an administrator as defined by section 2(1) of the
Occupational Retirement Schemes Ordinance (Cap.
426);

(b) an approved trustee of a registered scheme; or
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(c) a relevant employer of an occupational retirement “, as the case may be,”
scheme.”. Substitute
38. Section 42B amended (immunity) “(as the case requires)”.
(1) Section 42B(1)— (7) After section 42B(3)~
Repeal Add
« as the case may be,” “(4) No civil liability is incurred by—
Substitute (a) aspecified entity; or
“(as the case requires)”. (b) adirector or employee of the specified entity,
(2) Section 42B(1), after “Ordinance”— in respect of anything done, or omitted to be done, by the
’ entity, director or employee (as the case requires) in good
Add faith in the performance or purported performance of the
“or any other enactment”, functions mentioned in subsection (5).
(3) Section 42B(1A)(a), after “subsidiary”— (5) The functions are—
Add (a) to provide (in the capacity of the system operator of
“(other than a specified entity)”. an electronic MPF system) administrative support to
() Section 42B(1A) the Authority under section 19ZG;
R 1 (b) to perform a function delegated under section 6F(2)
epea by the Authority; and
» as the case may be, (c) to comply with a direction or instruction given by
Substitute the Authority to the specified entity (as the system
“(as the case requires)”. operator of an electronic MPF system).
(5) Section 42B(1A)— (6) In subsection (5)(c), a reference to a direction or
Repeal instruction includes a direction or instruction under
P section 6E(1)(ec)(ii).”.
“section 6F(1)(b)”
Substitute 39. Section 43 amended (offence for unapproved person to carry on
“section 6F” business as approved trustee, etc.)
(6) Section 42B(2)— After section 43(2)—

Add

Repeal
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“(2A) However, subsection (2) does not apply to the system
operator of an electronic MPF system or a person engaged
by the system operator for providing scheme
administration services to approved trustees.”.
40. Section 43BA amended (court may make certain orders in

41,

proceedings for offences under section 43B)
(1) Section 43BA—

Repeal subsection (7)

Substitute

“(7) On receiving the contribution or surcharge paid to the
approved trustee under subsection (6), the approved
trustee must take actions reasonably required by the
Authority with regard to the contribution or surcharge,”.

(2) Section 43BA—
Repeal subsection (8).

Section 43E amended (offence to make false or misleading
statement)

(1) Section 43E(1)—
Repeal

“the Authority, an approved trustee, a trustee of a relevant
scheme or an auditor of an approved trustee or of a registered
scheme”

Substitute
“a prescribed person”.

(2) Section 43E(3), Chinese text, definition of &5z 57—
Repeal the full stop

Substitute a semicolon.

Part 2
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42,

(3) Section 43E(3)—
Add in alphabetic order
“prescribed person (518 A1) means—
(a) the Authority;
(b) a system operator of an electronic MPF system;
(c) an approved trustee;
(d) atrustee of a relevant scheme; or

(e) an auditor of an approved trustee or of a registered
scheme;”,

Section 44B added
After section 44A—
Add

“44B. Defence for offence under section 43A(1) or (3)

(1) Itisadefence for a person charged with an offence under
section 43A(1)(a) to establish that the payment was made
only because of the failure of the system operator of the
electronic MPF system to discharge the system operator’s
duties,

(2) Itisadefence for a person charged with an offence under
section 43A(1)(b) to establish that the default was only
because of the failure of the system operator of the
electronic MPF system to discharge the system operator’s
duties.

(3) Itisadefence for a person charged with an offence under
section 43A(3) to establish that the non-compliance was
only because of the failure of the system operator of the
electronic MPF system to discharge the system opetator’s
duties.
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(4) A person charged with an offence under section 43A(1)(a)
or (b) or (3) is taken to have established a matter that
needs to be established for the purpose of the relevant
defence if—

(a) there is sufficient evidence to raise an issue with
respect to that matter; and

(b) the contrary is not proved by the prosecution beyond
reasonable doubt.

(5) In this section—

default (/R {-}fE%5), in relation to a person charged with an
offence under section 43A(1)(b), means a failure of the
person to pay accrued benefits of a scheme member in
accordance with an entitlement conferred by or under this
Ordinance;

non-compliance (3231), in relation to a person charged with an
offence under section 43A(3), means a failure of the
person to comply with a requirement of section 14(3);

relevant defence (FRE o B 1et8)—

(a) in relation to an offence under section 43A(1)(a),
means the defence under subsection (1);

(b) in relation to an offence under section 43A(1)(b),
means the defence under subsection (2); and

(c) in relation to an offence under section 43A(3),
means the defence under subsection (3).”.

43. Section 45B amended (Authority may serve notice requiring
payment of financial penalty in certain cases)

After section 45B(1)}—
Add
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“(1A) However, subsection (1) does not apply if the failure
occurs only because the system operator of an electronic
MPF system fails to discharge the system operator’s
duties under this Ordinance.”.
44, Section 48 amended (amendment of Schedules)

45.

(1) Section 48, heading—

Repeal

“Amendment of”

Substitute

“Power of Chief Executive in Council to amend”.
(2) Section 48(1)—

Repeal

“Schedules 1 to 8”

Substitute

“Schedules 1, 1B, 2, 3, 5, 5A, 6, 7, 8 and 17 (specified
schedules)”.

(3) Section 48(2)—
Repeal
“Schedules 1 to 8 shali be”
Substitute

“the specified schedules are”.

Section 50 added
Before Schedule 1—
Add
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“S0. Transitional provisions for 2021 Amendment Ordinance
The transitional provisions specified in Schedule 17 have
effect.”.
46, Schedule 1A amended (provisions relating to Authority)

47.

Schedule 1A—

Schedule 11 amended (percentage specified for purposes of

Repeal

“[s. 6A”
Substitute
“Iss. 2 & 6A”.

section 34DD(4))

)

@

“3.

Schedule 11, section 2—
Repeal

“The”

Substitute

“Subject to section 3, the”.
Schedule 11, after section 2—
Add

For a year that begins on or after the material day, the
percentage for the purposes of section 34DD(4)(b) is 0.1%.

In this Schedule—

DIS constituent fund (TR 15 E KGR £ 4) has the
meaning given by section 34DA,;

inception date (F%31.H) has the meaning given by section
19T(1);
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material day (BR#EH)—

(a) for a DIS constituent fund that is not a new
constituent fund, means the day appointed under
section 19ZE(1)(a) for the fund; and

(b) for a DIS constituent fund that is a new constituent
fund, means the inception date of the fund;

new constituent fund (31 537%4) has the meaning given by
section 19T(1).”,

48. Schedules 12 to 17 added
After Schedule 11—
Add

“Schedule 12
[ss. 191 & 19ZF]

Supplementary Functions of Electronic MPF
System

Schedule 13

[ss. 19T, 19W, 19Y,
192C & 197F &
Sch. 16]
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Fund Expense Ratio (FER) for Relevant
Corresponding Period of Constituent Fund

Application

This Schedule applies to a constituent fund of a registered
scheme and a prescribed period (as defined by section 19Y(3))
relating to the constituent fund.

Interpretation
In this Schedule—
APIF means—

(a) an approved pooled investment fund as defined by
section 2 of the Mandatory Provident Fund Schemes
(General) Regulation (Cap. 485 sub. leg. A)
(approved fund) the units of which are not divided
into classes; or

(b) if the units of an approved fund are divided into
more than one class (fund class), a fund class of the
fund;

CIS means a specified CIS (as defined by section 34DD(5))
that is not an APIF;

relevant corresponding period (HH 68 4H JE HA [ ) has the
meaning given by section 19Y(3).

Determination of FER for relevant corresponding period

(1) The FER for the relevant corresponding period of the
constituent fund is to be—

(a) determined by applying the formula specified in
subsection (2); and

(b) expressed as a percentage rounded off to 5 decimal
places.
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(2) The formula is—
(DE + UFC —RF) x CF
D
where—
DE = the direct expense ratio of the constituent
fund (expressed as a percentage);
UFC = the underlying fund cost ratio of the
constituent fund (expressed as a
percentage);
RF = the reimbursement ratio of the constituent
fund (expressed as a percentage);
CF = the conversion factor;
D = the total number of days in the relevant

corresponding period.
(3) In this section—
conversion factor (FERE)—

(a) if the financial period of the registered scheme
relating to the relevant corresponding period covers
29 February, means 366; and

(b) in any other case, means 365,

reimbursement ratio (572 5%) means the ratio arrived at by
dividing the aggregate of the reimbursement of the fees
and expenses to the constituent fund by the average NAV
(as defined by section 4(2) of this Schedule).

Meaning of direct expense ratio in section 3(2) of this
Schedule

(1) For the purposes of section 3(2) of this Schedule—
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direct expense ratio (15837 EER) means the ratio arrived

@

at by dividing the specified expenses by the average
NAV.

For the purposes of the definition of direct expense ratio
in subsection (1)—

average NAV (E153 & EE(H) means the sum of the net asset

value of the constituent fund at each applicable pricing
point divided by the total number of those points;

specified expenses (5HHBH %) means the amount arrived at

3

by—

(a) deducting the amount of the excluded expenses that
is attributable to the constituent fund for the relevant
corresponding period from the amount of the
expenses set out in the relevant financial statements
of the registered scheme that is attributable to the
constituent fund for that period; and

(b) adding the amount of the adjusted unit expenses (if
any) that is attributable to the constituent fund for
the relevant corresponding period.

For the purposes of the definition of specified expenses in
subsection (2)—

adjusted unit expenses (48FHELE (7B S) means an amount

equal to the aggregate of the total value of the units of the
constituent fund that are deducted from the accounts of
each scheme member for the corresponding period
concerned for payment of—

(a) annual fees; or

(b) fees or charges that would have been treated as
expenses if they were directly deducted from the
constituent fund;
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5.

excluded expenses (855HS7) means the sum of any amount
that is set out in the relevant financial statements of the
registered scheme as an expense for the corresponding
period concerned and that relates to—

(a) any transaction costs;
(b) any foreign exchange losses;
(c) any withholding taxes;

(d) any adjustments made for different basis when
ascertaining the net asset value of the constituent
fund; or

(e) any distributions made by the constituent fund.

Meaning of underlying fund cost ratio in section 3(2) of this
Schedule

(1) For the purposes of section 3(2) of this Schedule—
underlying fund cost ratio (FEBER SR A EEZR) means the
aggregate of the following—

(a) the sum of the product of C and E for each APIF in
which any assets of the constituent fund are invested
during the relevant corresponding period; and

(b) the sum of the product of C and E for each CIS in
which any assets of the constituent fund are invested
during the relevant corresponding period.

(2) For the purposes of the definition of underlying fund cost
ratio in subsection (1)—

C—
(a) inrelation to an APIF, means the average percentage

of the constituent fund’s investments in the APIF
over the relevant corresponding period; and
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(b)

(a)

(®)

in relation to a CIS, means the average percentage
of the constituent fund’s investments in the CIS over
the relevant corresponding period;

in relation to an APIF, means the FER for the most
recent financial period of the APIF that ends not
later than the last day of the relevant corresponding
period; and

in relation to a CIS, means—

(i) the expense ratio of the CIS that is most
recently available; or

(ii) if subparagraph (i) is not applicable—a
reasonable estimate of the expense ratio of the
CIS.

(3) For the purposes of subsection (2)—

@

(b)

the average percentage of a constituent fund’s
investment in an APIF is the percentage obtained by
dividing the sum of each specified percentage by the
total number of the applicable pricing points; and

the average percentage of a constituent fund’s
investment in a CIS is the percentage obtained by
dividing the sum of each specified percentage by the
total number of the applicable pricing points.

(4) In subsection (3)—
specified percentage (F68HH 7y Eb)—

(a)

in relation to an APIF, means the percentage
obtained by dividing the value of the investments of
the constituent fund in the APIF as at an applicable
pricing point by the net asset value of the constituent
fund as at that pricing point; and
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6.

7.

(b)

in relation to a CIS, means the percentage obtained
by dividing the value of the investments of the
constituent fund in the CIS as at an applicable
pricing point by the net asset value of the constituent
fund as at that pricing point.

Meaning of applicable pricing point in sections 4(2) and 5(3)
and (4) of this Schedule

For the purposes of sections 4(2) and 5(3) and (4) of this
Schedule—

(2)

(b

a pricing point is a point in time at which the net
asset value of the constituent fund is determined;
and

applicable pricing points are pricing points—

(i) that are adopted by the approved trustees for
the purpose of determining the FER for the
relevant corresponding period; and

(ii) that are evenly distributed throughout the
period at intervals of not more than one month.

Determination of FER for financial period of APIF

(1) For the purposes of paragraph (a) of the definition of £ in
section 5(2) of this Schedule, the FER for the most recent
financial period of an APIF that ends not later than the last
day of the relevant corresponding period is to be
determined in accordance with sections 3, 4, 5 and 6 of
this Schedule (relevant provisions).

(2) In applying the relevant provisions for the purposes
mentioned in subsection (1)—

(a)

subject to paragraph (b), a reference in a relevant
provision to a constituent fund is a reference to the
APIF (Fund A);
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(b)

©

(d)

©

®

)]

(h)

subject to paragraphs (c)(i) and (h), a reference in a
relevant provision to the corresponding period
concerned, the relevant corresponding period, or the
relevant corresponding period of the constituent
fund, is a reference to the most recent financial
period of Fund A that ends not later than the last day
of the relevant corresponding period;

the expression conversion factor in section 3 of this
Schedule—

(i) if the most recent financial period of Fund A
that ends not later than the last day of the
relevant corresponding period covers 29
February, means 366; and

(ii) in any other case, means 365;

a reference in the definition of specified expenses in
section 4(2) of this Schedule to the relevant financial
statements of the registered scheme is a reference to
the relevant financial statements;

a reference in the definition of adjusted unit
expenses in section 4(3) of this Schedule to each
scheme member is a reference to the constituent
fund the assets of which are invested in Fund A;

a reference in the definition of excluded expenses in
section 4(3) of this Schedule to the relevant financial
statements of the registered scheme is a reference to
the relevant financial statements;

subject to paragraph (h), a reference in section 5 of
this Schedule to an APIF is a reference to another
APIF (invested APIF),

a reference in section 5(2) of this Schedule to the
most recent financial period of the APIF that ends
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©))

)

)

not later than the last day of the relevant
corresponding period is a reference to the most
recent financial period of the invested APIF that
ends not later than the last day of the most recent
financial period of Fund A; and

(i) a reference in section 6(b) of this Schedule to the
approved trustee is to be construed as—

(1) if Fund A is an insurance policy—the insurer
of the insurance policy;

(ii) if Fund A is a mutual fund—the management
company of the mutual fund; and

(iif) if Fund A is a unit trust—the trustee of the unit
trust.

Subsections (4) and (5) apply to an APIF (Fund B) in
which any assets of another APIF (investing APIF) are
invested.

For the purpose of determining the FER for the most
recent financial period of Fund B that ends not later than
the last day of the most recent financial period of the
investing APIF, subsection (2)(a), (b), (c), (d), (¢), (D), (g),
(h) and (i) (modification provisions) and the relevant
provisions apply as if Fund B were Fund A.

In applying the modification provisions for the purpose
mentioned in subsection (4)—

(a) a reference in subsection (2)(b) to the most recent
financial period of Fund A that ends not later than
the last day of the relevant corresponding period is a
reference to the most recent financial period of Fund
B that ends not later than the last day of the most
recent financial period of the investing APIF;
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(b) areference in subsection (2)(c)(i) to the most recent
financial period of Fund A that ends not later than
the last day of the relevant corresponding period is a
reference to the most recent financial period of Fund
B that ends not later than the last day of the most
recent financial period of the investing APIF; and

(c) a reference in subsection (2)(e) to the constituent
fund the assets of which are invested in Fund A is a
reference to the investing APIF the assets of which
are invested in Fund B,

Schedule 14

[ss. 19T, 19X, 19ZB &
19ZF]

Reference Rate for Constituent Fund
Part1

Constituent Fund to which Section 19W(2)
Applies

1. Application of Part 1 of this Schedule
This Part applies for the purposes of section 19X(2).

2. Relevant rate of administration fee

(1) Subject to subsection (2), the relevant rate of
administration fee for a constituent fund of a registered

@

&)

scheme to which section 19W(2) applies is the annual rate
of the administration fee (or equivalent) of the constituent
fund (annual rate)—

(a) that is stated, and expressed as a percentage of the
net asset value of the constituent fund, in the
offering document of the registered scheme; and

(b) that is applicable to the fund as at 31 December
2020.

If, in relation to a constituent fund of a registered scheme,
the annual rate is expressed in the form of a range of
percentage of the net asset value of the constituent fund,
the relevant rate of administration fee for the constituent
fund is to be the highest rate in the range.

The relevant rate of administration fee for a constituent
fund of a registered scheme is to be rounded off to 5
decimal places.

Part 2

Constituent Fund to which Section 19W(3)

Applies

Application of Part 2 of this Schedule
This Part applies for the purposes of section 19X(3).

Relevant rate of administration fee

(1

Subject to subsection (2), the relevant rate of
administration fee for a constituent fund of a registered
scheme to which section 19W(3) applies is the rate
calculated in accordance with the following formula—



Part 2
Clause 48

Mandatory Provident Fund Schemes (Amendment) Bill 2021

@

3)

)

75
Z(E)
D

where—

2(E) = the sum of the prevailing rate of
administration fee for each day in the
relevant period;

D = the total number of days in the relevant

period.

If, in relation to a constituent fund of a registered scheme,
the prevailing rate of administration fee is expressed in
the form of a range of percentage of the net asset value of
the constituent fund, the relevant rate of administration
fee for the constituent fund is to be the highest rate in the
range.

The relevant rate of administration fee for a constituent
fund of a registered scheme is to be rounded off to 5
decimal places,

In this section—

prevailing rate of administration fee (FRIG17HER), in

relation to a constituent fund of a registered scheme,
means the annual rate of the administration fee (or
equivalent) of the constituent fund—

(a) that is stated, and expressed as a percentage of the
net asset value of the constituent fund, in the
offering document of the registered scheme; and

(b) that is applicable to the fund on a particular day;
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relevant period (18 BEEHRS), in relation to a constituent fund of
a registered scheme to which section 19W(3) applies,
means the corresponding period of the constituent fund
mentioned in that section,

Schedule 15

[ss. 19T, 19Z & 19ZF]

Permitted Percentage
This Schedule applies for the purposes of section 19Z.
Subject to sections 3 and 4 of this Schedule, the percentage

permitted for the relevant corresponding period is the ratio
calculated in accordance with Formula 1—

Formula 1
A-(B-0)
where—
A = the reference ratio for the constituent fund;
B = the reference rate for the constituent fund;
C = the average level of the fee payable by the

approved trustee of the registered scheme to
the system operator of the electronic MPF
system for the relevant corresponding period,
which is calculated in accordance with
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Formula 2 and expressed as a percentage
rounded off to 5 decimal places—

Formula 2

X(E)

D

where—

3(E)

E = the annual rate of the fee (expressed as a
percentage of the net asset value of the
constituent fund) charged by the system
operator of the electronic MPF system, in
relation to the use of the electronic MPF system
and provision of scheme administration
services, that is applicable to the constituent
fund on a particular day in the relevant
corresponding period of the fund,;

il

the sum of each E;

D = the total number of days in the relevant
corresponding period of the constituent fund.

3. The ratio calculated under section 2 of this Schedule is to be
expressed as a percentage rounded off to 5 decimal places.

4. If, in relation to a constituent fund of a registered scheme, B is
less than or equal to C, the percentage permitted for the relevant
corresponding period is A.

5. In this Schedule—

relevant corresponding period (#H 8 AH JEHFE &) has the
meaning given by section 19Z(4).

Schedule 16

[ss. 19T, 197, 19ZA &
19ZF]

Calculation of Amount for Purposes of Section
19ZA(2)

1. For the purposes of section 19ZA(2), the amount is to be
calculated in accordance with the following formula—

X-=Y)x7Zx

where—

X = the FER for the relevant corresponding period;

Y = the permitted percentage (as defined by section
19Z(4)) for the relevant corresponding period,;

4 = the average NAV (as defined by section 4(2) of
Schedule 13) for the relevant corresponding
period;

D = the total number of days in the relevant
corresponding period;

A = (a) if the financial period of the registered

scheme relating to the relevant
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corresponding  period covers 29
February—366; and

(b) in any other case—365.

2. In this Schedule—

relevant corresponding period (F8 & 1H JEH &) has the
meaning given by section 19Z(4).

Schedule 17

[ss. 19M, 48 & 50]

Transitional Provisions for 2021 Amendment
Ordinance

1. Interpretation
In this Schedule—

effective day (¥ 7E £ % H ), in relation to a pre-existing
scheme, means the day specified under section 19N(1) for
the scheme;

General Regulation ( { —f&#{5) ) means the Mandatory
Provident Fund Schemes (General) Regulation (Cap. 485
sub. leg. A);

relevant requirement (JEE#7 7€) has the meaning given by
section 190(2).
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Clause 48
2.
3.

Transitional arrangements relating to approved trustee’s
duties with regard to contributions received from
Authority—section 7AD

(1) Despite the commencement of section 14 of the 2021
Amendment Ordinance (amendment provision), section
7AD as in force immediately before the commencement
date (pre-amended section 7AD) applies to the approved
frustee of a pre-existing scheme in relation to a
contribution paid under section 7AC to the trustee if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the contribution was paid before the
effective day.

(2) Despite the commencement of section 101(2) of the 2021
Amendment Ordinance, items 1C and 1D of Schedule 4
to the General Regulation as in force immediately before
the commencement date apply to the approved trustee of
the pre-existing scheme, to the extent that the pre-
amended section 7AD applies to the approved trustee
because of subsection (1).

(3) In this section—

commencement date (434 H HH) means the date on which the
amendment provision comes into operation,

Transitional arrangement relating to recovery of arrears
and contribution surcharges—section 18

(1) Despite the commencement of section 15(2) of the 2021
Amendment Ordinance (amendment provision), section
18(6) as in force immediately before the commencement
date applies to the approved trustee of a pre-existing
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scheme in relation to a payment made under section 18(5)

to the trustee if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the payment was made before the
effective day.

(2) In this section—

commencement date (435 HEH) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to Authority’s power to
pay special contributions into accounts of scheme
members—section 19B

(1) Despite the commencement of section 16 of the 2021
Amendment Ordinance (amendment provision), section
19B as in force immediately before the commencement
date (pre-amended section 19B) applies to the payment
of a special contribution by the Authority to the approved
trustee of a pre-existing scheme if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the payment was made by the Authority
before the effective day.

(2) Despite the commencement of section 101(4) of the 2021
Amendment Ordinance, item 2C of Schedule 4 to the
General Regulation as in force immediately before the
commencement date applies to the approved trustee of the
pre-existing scheme, to the extent that the pre-amended
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section 19B applies to the approved trustee because of
subsection (1).

(3) In this section—

commencement date (437 H HH) means the date on which the
amendment provision comes into operation.

Transitional arrangement relating to Authority’s power to
require information or documents necessary for paying
special contributions—section 19C

(1) Despite the commencement of section 17 of the 2021
Amendment Ordinance (amendment provision), section
19C as in force immediately before the commencement
date (pre-amended section 19C) applies to a pre-existing
scheme in relation to the payment of a contribution
(referred to as a special contribution in Part 3A) by the
Authority if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the scheme

and—

(i) the relevant requirement has not taken effect;
or

(ii) the requirement under subsection (1)(a) of the
pre-amended section 19C was made, in
relation to the scheme, before the effective
day.

(2) In this section—

commencement date (“E35 H ) means the date on which the
amendment provision comes into operation.
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Part 2

Clause 48
6.
7.

Transitional arrangements relating to Authority’s power to
recover special contributions that should not have been
paid—section 19E

(1) Despite the commencement of section 18 of the 2021
Amendment Ordinance (amendment provision), section
19E as in force immediately before the commencement
date (pre-amended section 19E) applies to a pre-existing
scheme in relation to a contribution (referred to as a
special contribution in Part 3A) if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the special contribution has been paid
into the account of a member of the scheme before
the effective day.

(2) Despite the commencement of section 101(4) of the 2021
Amendment Ordinance, item 2G of Schedule 4 to the
General Regulation as in force immediately before the
commencement date applies to the approved trustee of the
pre-existing scheme, to the extent that the pre-amended
section 19E applies to the approved trustee because of
subsection (1).

(3) Inthis section—

commencement date (43 H Hf}) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to transfer of accrued
benefits to account within same registered scheme—section
34DC

(1) Despite the commencement of section 25 of the 2021
Amendment Ordinance (amendment provision), section
34DC as in force immediately before the commencement

Part 2
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date (pre-amended section 34DC) applies to the approved
trustee of a pre-existing scheme unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement has taken effect.

(2) Despite the commencement of section 101(6) of the 2021
Amendment Ordinance, item 4G of Schedule 4 to the
General Regulation as in force immediately before the
commencement date applies to the approved trustee of the
pre-existing scheme, to the extent that the pre-amended
section 34DC applies to the approved trustee because of
subsection (1).

(3) Because of subsection (1), sections 20B, 30 and 33 as in
force immediately before the commencement date applies
to the pre-existing scheme, in so far as they relate to the
pre-amended section 34DC.

(4) In this section—

commencement date (=35 H #H) means the date on which the
amendment provision comes into operation.

Transitional arrangement relating to payment from
Authority under section 43BA(6)

(1) Despite the commencement of section 40 of the 2021
Amendment Ordinance (amendment provision), section
43BA(7) and (8) as in force immediately before the
commencement date applies to the approved trustee of a
pre-existing scheme in relation to a contribution or
surcharge paid under section 43BA(6) if—

(a) there is no section 19N notice in respect of the
scheme; or
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(b) there is a section 19N notice in respect of the
scheme, and the contribution or surcharge was paid
before the effective day.

(2) In this section—

commencement date ((E5 5 BH) means the date on which the
amendment provision comes into operation.”.
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Part 3

Amendments to Mandatory Provident Fund Schemes
(General) Regulation (Cap. 485 sub. leg. A)

49, Section 2 amended (interpretation)
Section 2, definition of specified working day, paragraph (c)—
Repeal

“within the meaning of section 71(2) of the Interpretation and
General Clauses Ordinance (Cap. 1)”

Substitute
“as defined by section 71(2) of Cap. 17,

50. Section 31 amended (non-refusal of scheme applicants and notice
of participation)

Section 31(7), Chinese text—
Repeal
“IRIFEE 12 ERIEAE ST
Substitute
“IEFEBEEELRIBES 12 &5,

51. Section 34 amended (no fees ete. for transfer of accrued benefits
other than necessary transaction costs)

(1) Section 34—
Renumber the section as section 34(1).
(2) After section 34(1)—
Add
“(2) Subsection (1) applies subject to section 35.”.
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52. Section 39 amended (control objectives and internal control
procedures to be maintained for each registered scheme)
Section 39(2)(ca)—
Repeal subparagraph (iii).
53. Section 54 amended (approved trustee to provide information to
scheme members)
Section 54—
Repeal subsection (3).
54, Section 56 amended (approved trustee to provide scheme
members with annual benefit statements)
Section 56—
Repeal subsection (6).
5S. Section 56A repealed (approved trustee to provide scheme
members with tax deductible voluntary contributions
summaries with respect to TVC accounts)
Section S6A—
Repeal the section.
56. Section 58 amended (approved trustee to inform scheme
members etc. of changes of business particulars)
Section 58—
Repeal subsection (2).
57. Section 59 amended (approved trustee to inform scheme

members ete. of requirements relating to voluntary
contributions)

(1) Section 59—
Repeal

Part 3
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58.

59.

“59, Approved trustee to inform scheme members etc. of
requirements relating to voluntary contributions”.

(2) Section 59—

Repeal subsection (1).
(3) Section 59—

Repeal subsection (2).

Section 66 amended (approved trustee permitted to deduct from
scheme members’ accounts amount in respect of administrative
expenses)

(1) Section 66—

Renumber the section as section 66(1).
(2) After section 66(1)—

Add

“(2) Subsection (1) applies subject to sections 19U and 19Z of
the Ordinance.”.

Section 75 amended (service providers to report certain matters
to Authority)

(1) Section 75, heading—
Repeal
“Service providers”
Substitute
“Service suppliers”.
(2) Section 75(1)—
Repeal
“a service provider”
Substitute
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(8) Section 75(1)(e)—

“a service suppliet”,

(3) Section 75(1)(aa)— Repeal
Repeal subparagraph (iii). “ or”

(4) Section 75(1)(b)— Substitute a comma.
Repeal (9) Section 75(1)—
“service provider’s” Repeal paragraph (f).
Substitute (10)  Section 75(1)—
“service supplier’s”. Repeal

(5) Section 75(1)(c)— “of the service provider”
Repeal Substitute
“identifies any payment from the funds of the scheme that, in “of the service supplier”.
the service provider’s” (11)  Section 75(2)—
Substitute Repeal
“(if the service supplier is a service provider) identifies any “The setvice provider”
payment from the funds of the scheme that, in the service
supplier’s”. Substitute

(6) Section 75(1)(e)— “A service provider”,
Repeal (12) Section 75(4)—
“identifies any matter that causes the service provider” Repeal
Substitute “service provider may”
“(if the service supplier is a service provider) identifies any Substitute
matter that causes the service supplier”. “service supplier may”.

(7)  Section 75(1)(e), English text— (13) Section 75(4)(b)—
Repeal Repeal

“and with”
Substitute
“and”.

“service provider”
Substitute

“service supplier”,
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(14

(15)

(16)

an

(18)

Section 75(4)(c)}—
Repeal
“service provider”
Substitute
“service supplier”,
Section 75(4)—
Repeal
“The service provider”
Substitute
“The service supplier”.
Section 75(5)—
Repeal
“service provider”
Substitute
“service supplietr”.
Section 75(5)(a)}—
Repeal
“service provider’s”
Substitute
“service supplier’s”.
After section 75(5)—
Add
“(6) In this section—

service supplier (JRFHLEE), in relation to a registered
scheme, means—

(a) aservice provider; or
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(b) the system operator of an electronic MPF system.”.
60. Section 102 amended (auditor to report on financial statements
etc,)
Section 102(2)(e)—
Repeal
“34DC(1),”.
61. Section 103 amended (auditor to report certain matters to
Authority)

(1) Section 103(1)(ab)—

Repeal subparagraph (ii).
(2) Section 103(1)(d), Chinese text—

Repeal

everything before “B 2"

Substitute

“O) HIRBHBINELHIERR » TS LB E
R IR TR BRI E R EE 0 .

(3) Section 103(1)(f)—

Repeal

“ or”
Substitute a comma,
(4) Section 103(1)(f), Chinese text—
Repeal
RIEESTA i
Substitute
“EEEZIZEETEHESR .
(5) Section 103(1)—



Mandatory Provident Fund Schemes (Amendment) Bill 2021

Part 3
Clause 62 93
Repeal paragraph (g).
62, Section 105 amended (access of auditor to scheme records)
(1) Section 105(a)—
Repeal
everything after “in relation to the scheme”
Substitute
“hy—
(i) the trustee;
(ii) the system operator of an electronic MPF system; or
(iii) a service provider appointed or engaged by the
trustee for the purposes of the scheme;”.
(2) Section 105(c), after “the trustee”—
Add
“, the system operator”.
63. Section 110 amended (requirements in section 22A of the
Ordinance)
(1) Section 110(2)(c), after “whether or not”—
Add

“, in so far as it is within the knowledge of the trustee,”.
(2) Section 110(2)(c)—

Repeal

“ i

Substitute

«, if within the knowledge of the trustee,”.
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64, Section 117 amended (approved trustee to lodge monthly return
with Authority)

Section 117—
Repeal paragraph (a).

6S. Section 122 amended (participating employer to calculate
relevant income and pay mandatory contributions)

Section 122—
Repeal subsection (4)
Substitute

“(4) Ifthe contribution day as determined under subsection (1)
for the purposes of subsection (3)(a) or (b) is a day
specified in subsection (5) (excluded day), the
contribution day is to be the next following day that is not
an excluded day.

(5) The day specified for subsection (4) is—
(a) a Saturday;
(b) apublic holiday;
(c) a gale warning day or black rainstorm warning day
as defined by section 71(2) of Cap. 1; or
(d) subject to subsection (6)—a day on which the
electronic MPF system (or any part of it) is

suspended under section 197 or 19L.(1)(a) or (b) of
the Ordinance.

(6) Subsection (5)(d) does not apply to the payment of a
mandatory contribution to the approved trustee of a
registered scheme unless the suspension affects the
payment.”.
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66. Section 125 amended (ascertaining and reporting of relevant

67.

income and basis of contribution of self-employed person)
(1) Section 125, heading—

Repeal

“Ascertaining and reporting”

Substitute

“Reporting”.
(2) Section 125—

Repeal subsection (1)

Substitute

“(1) This section applies to a self-employed person who is a
member of a registered scheme.”,

(3) Section 125(2)—
Repeal
“A self-employed person”
Substitute
“The self-employed person”,
(4) Section 125—
Repeal subsection (3).

Section 128 amended (relevant income of self-employed person
who does not produce evidence of that income)

Section 128(2) and (3)—
Repeal

“or ascertained”.
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68. Section 130 amended (net loss sustained in respect of self-

employed person’s business)
Section 130—
Repeal subsection (1)
Substitute

“(1) This section applies to a self-employed person who is a
member of a registered scheme if the business or
businesses catried on by the person have sustained a net
loss in relation to a financial period of the registered
scheme.

(1A) The self-employed person may—

(a) make a written statement to the approved trustee of
the registered scheme declaring that the business or
businesses catried on by the person have sustained a
net loss in relation to the financial period of the
registered scheme; and

(b) discontinue payment of mandatory contributions
until the relevant income in respect of the person’s
business or businesses exceeds the minimum level
of relevant income.”,

69. Section 131 amended (contribution period and contribution day
in respect of self-employed person)

Section 131—
Repeal subsection (5)
Substitute
“(5) The day specified for subsection (4) is—
(a) a Saturday;
(b) apublic holiday;
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(c) a gale warning day or black rainstorm warning day
as defined by section 71(2) of Cap. 1; or
(d) subject to subsection (6)—a day on which the
electronic MPF system (or any part of it) is
suspended under section 19J or 19L(1)(a) or (b) of
the Ordinance.

(6) Subsection (5)(d) does not apply to a contribution
required to be paid by a self-employed person under
section 7C of the Ordinance unless the suspension affects
the payment.”.

70. Section 132 repealed (approved trustee to check calculations of
mandatory contributions)
Section 132—

Repeal the section.

71, Section 135 repealed (approved trustee to inform Authority of
failure to pay mandatory contribution)
Section 135—

Repeal the section.

72, Section 136 amended (Authority to give notice to defaulter and

approved trustee to inform Authority of non-payment)
(1) Section 136, heading—
Repeal

“and approved trustee to inform Authority of non-
payment”.

(2) Section 136(1)—
Repeal

Part 3
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73.

74.

“Except in the circumstances specified in subsection (1A), the
Authority must, as soon as practicable after receiving a notice
given under section 135 by an approved trustee,”

Substitute

“If the Authority reasonably believes that a person has failed to
pay a mandatory contribution (or any part of it), or has failed to
pay any amount of a contribution surcharge liable to be paid by
the employer or person under section 18(2) of the Ordinance,
the Authority must as soon as practicable”.

(3) After section 136(1)—
Add
“(1AA) Subsection (1) does not apply if there is any of the

%

circumstances specified in subsection (1A).”.

(4) Section 136(1A)—

Repeal

“in subsection (1)”

Substitute

“in subsection (1AA)”.
(5) Section 136—

Repeal subsections (1A)(c) and (d), (2), (4), (5), (6) and (9).

Sections 137 and 138 repealed
Sections 137 and 138—
Repeal the sections.

Section 142 amended (self-employed person to notify trustee of
change of particulars)

Section 142, after “business address,”—
Add
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“electronic mail address (if any),”. (c) the trustee, with the consent of the participating
employer, gives (however described) the employer,
75. Section 143 amended (participating employer to notify trustee of or arranges to give (however described) to the

certain information) employer, the document or information,
(1) Section 143(2)(a), after “business address,”— (2) The participating employer must ensure that the
Add document or information is given to the employee within

7 working days after the employer has received the

123 b M 1 5%
electronic mail address (if any),”. \ .
( y), document or information from the trustee.”.

(2) Section 143(2)(b), after “residential address,”—
Add 77. Section 145A added

After section 145—
Add

“electronic mail address (if any),”.

76. Section 143A added

Part 11, after section 143— “145A. Disposal of unclaimed benefits in employer sponsored

Add scheme
(1) Subsection (2) applies in relation to accrued benefits in an
“143A. Participating employer to give certain document or employer sponsored scheme.
information to employee (2) If, after having taken the reasonable steps specified in the

operating rules, the approved trustee of the scheme is
unable to locate the person who is entitled to the accrued
benefits, the trustee must, within the period specified in

(1) This section applies if—
(a) an approved trustee of a registered scheme—

(1) is required under the Ordinance (including its subsection (3), transfer the benefits to a master trust
subsidiary legislation) to give (however scheme nominated by the employer concerned or in
described) a membgr of the scheme any accordance with the governing rules.
document or information; or (3) The period is the period of 6 months beginning on the date

(i) is required under the Ordinance (including its immediately after the date of completion of the reasonable
subsidiary legislation) to ensure that the steps mentioned in subsection (2).”.
member is given (however described) any
document or information; 78. Section 152 repealed (approved trustee to notify scheme member

(b) the member concerned is an employee of a of member’s options of transfer)

participating employer; and Section 152—

Repeal the section.
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79. Section 153 amended (duty of approved trustee on being notified
of election)

(1) Section 153—
Repeal subsections (1), (1A), (1B), (1C) and (1D).
(2) Section 153(2)—
Repeal
“as referred to in subsection (1)”
Substitute
“made under this Part”.
(3) Section 153(5)(a)}—
Repeal
“sections 156 and 157”
Substitute
“section 157”.

80. Sections 154 and 155 repealed
Sections 154 and 155—
Repeal the sections.

81. Section 156 repealed (accrued benefits not to be transferred if
contributions or contribution surcharges outstanding)

Section 156—
Repeal the section.

82, Section 157 amended (accrued benefits, etc. not to be transferred
if scheme accounts are being audited or if scheme is being
investigated)

(1) Section 157, heading—
Repeal

Part 3
Clause 82
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“Accrued benefits, etc. not to be transferred if scheme
accounts are being audited or if scheme is being
investigated”

Substitute

“Approved trustee to comply with Authority’s requirement
not to give effect to election ete.”.

Section 157(1)—
Repeal

«[p?

Substitute

“This section applies if”.
Section 157(1)—
Repeal

everything after “section 32 of the Ordinance”
Substitute a full stop.
After section 157(1)—
Add

*“(1A) The Authority may, by written notice given to the

transferor trustee, require the trustee not to give effect to
the election.

(1B) On receiving the notice given under subsection (1A), the
transferor trustee must not give effect to the election until

the Authority—
(a) has given its written consent for the trustee to do so;
or

(b) has notified the trustee of the results of the valuation
of the scheme assets catried out in relation to the
investigation or the report.”.
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83. Section 157A repealed (transfer of outstanding sums received by

transferor trustees)
Section 157A—
Repeal the section.

84, Section 157B repealed (register of members of registered
schemes who have established and maintained personal accounts
within master trust schemes or industry schemes)

Section 157B—
Repeal the section.

85. Section 159 amended (claim for payment on attaining retirement
age)
Section 159, Chinese text—
Repeal subsection (2)
Substitute
“@ Lt %éﬁmﬂ‘ﬁ%ﬁﬁ'ﬁ EA/T%E BHERE o A
Bk & EEEERIRERS -

86. Section 160 amended (claim for payment on attaining early
retirement age)
Section 160(2), Chinese text—
Repeal everything before paragraph (b)
Substitute
“2) EHHRARAE —

() SHBZENAWEAERE BWHE EWEE [z
IR PREINSTR 7 FristHrvig B IReEse © R

87. Section 161 amended (claim for payment on death)
(1) Section 161(2), Chinese text—
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Repeal
everything after “EHZ » ”
Substitute
“’EﬁﬁﬁAﬁﬁ%ﬁﬁé NBEHER » 0% AR #E
N il
(2) Section 161—
Repeal subsection (3).
88. Section 163 amended (claim for payment on ground of

permanent departure from Hong Kong)
(1) Section 163, Chinese text—
Repeal subsection (2)
Substitute
“2) EBHCRERENA ——

@ HRAEHAVATERY » RUFHR AR
GIEFIEHHE » RAMEHEERA T © R

(b)) SHHEIHZOE 2 R ‘”‘?Eeé A HH H
RACIEEE BN IR -
(2) Section 163—
Repeal subsections (4), (5) and (5A).
(3) Section 163(7)—
Repeal
“to (SA)”
Substitute
“and (3)”.
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89. Section 167 amended (accrued benefits, ete. not to be paid if

scheme accounts are being audited or if scheme is being
investigated)

(1) Section 167, heading—
Repeal

“Accrued benefits, etc. not to be paid if scheme accounts are
being audited or if scheme is being investigated”

Substitute

“Approved trustee to comply with Authority’s requirement
not to make payment etc.”.

(2) Section 167(1)—
Repeal
“[p?
Substitute
“This section applies if”.
(3) Section 167(1)—
Repeal
everything after “section 32 of the Ordinance”
Substitute a full stop.
(4) After section 167(1)—
Add

“(1A) The Authority may, by written notice given to the
approved trustee, require the trustee not to make the
payment.

(1B) On receiving the notice given under subsection (1A), the
approved trustee must not make the payment until the
Authority—
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(a) has given its written consent for the trustee to do so;
or

(b) hasnotified the trustee of the results of the valuation
of the scheme assets catried out in relation to the
investigation or the report.”.

(5) Section 167(2)—
Repeal
“referred to in subsection (1)”.

90. Section 169A added
Part 13, Division 1, after section 169—
Add

“169A. Treatment of accrued benefits that are unclaimed or that
have not been paid
(1) This section applies in relation to any accrued benefits of
a scheme member in a registered scheme that have not
been claimed or paid in accordance with the Ordinance or
the governing rules (specified benefits).

(2) Foraregistered scheme that is not an employer sponsored
scheme, the approved trustee of the scheme must continue
to retain the specified benefits in the scheme.

(3) Subject to section 12A of the Ordinance and the
governing rules, the specified benefits retained in a
registered scheme continue to vest in the scheme member
concerned.”.

91. Part 13, Division 2 heading repealed (unclaimed benefits)
Part 13, Division 2, heading—
Repeal the heading.
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92. Sections repealed
Sections 170, 171, 172, 172A and 172B—
Repeal the sections.

93. Section 172C repealed (register of scheme members who have
unclaimed benefits to be kept)

Section 172C—
Repeal the section.

94, Section 173 repealed (disposal of unclaimed benefits in employer
sponsored scheme)

Section 173—
Repeal the section.

9s. Section 174 repealed (treatment of unclaimed benefits in master
trust scheme or industry scheme)

Section 174—
Repeal the section.

96. Section 175 amended (offences)
Section 175-—
Repeal
“163(4),”.

97. Section 203A added
After section 203—
Add
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“203A. Defence for offence relating to section 78, 164(2) or (4),
164A(3), 165(3), 167 or 169

M

@

€)

4)

It is a defence for a person charged with an offence under
section 94, for failing to perform a duty imposed under
section 78 (non-performance), to establish that the non-
performance was only because of the failure of the system
operator of the electronic MPF system to discharge the
system operator’s duties.

It is a defence for a person charged with an offence under
section 175, for failing to comply with a relevant
provision (ron-compliance), to establish that the non-
compliance was only because of the failure of the system
operator of the electronic MPF system to discharge the
system operator’s duties.

A person charged with an offence mentioned in
subsection (1) or (2) is taken to have established a matter
that needs to be established for the purpose of the relevant
defence if—

(a) there is sufficient evidence to raise an issue with
respect to the matter; and

(b) the contrary is not proved by the prosecution beyond
reasonable doubt.

In this section—

relevant defence (FHRR R B EHE)—

(a) inrelation to an offence mentioned in subsection (1),
means the defence under that subsection; and

(b) inrelation to an offence mentioned in subsection (2),
means the defence under that subsection;

relevant provision (FH[E8{%#32) means section 164(2) or (4),

164A(3), 165(3), 167 or 169.”.
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98.

Section 206 amended (how notices etc. are to be given for
purposes of the Ordinance)

M

@

©)

“)

Section 206, heading—

Repeal

“notices etc.”

Substitute

“notices or other documents”.
Section 206(1)—

Repeal

“Unless otherwise expressly provided”
Substitute

“Unless a contrary intention appears from the context of the
Ordinance”.

Section 206(2)—
Repeal

“A»

Substitute

“Unless a contrary intention appears from the context of the
Ordinance, a”.
Section 206(2)—
Repeal paragraph (b)
Substitute
“(b) itis made available to the recipient on a website, and the
recipient is notified of its availability by the operation of
paragraph (a) or subsection (1)(a), (b) or (¢);
(ba) itis made available to the recipient by any other electronic

means (other than the means mentioned in paragraph (c)),
and the recipient is notified of its availability by the
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operation of paragraph (a) or subsection (1)(a), (b) or (c);
or”,
(5) Section 206(2A)—
Repeal
“(2)(a) and (b)”
Substitute
“(2)(a), (b) and (ba)”.
(6) Section 206(2B)—
Repeal
everything after “(2A), if”
Substitute
(a) the notice or document is made available to the
recipient other than by an electronic MPF system;
and
(b) therecipient is a participating employer or a member
(or a prospective participating employer or a
prospective member) of a registered scheme,
prior consent must be given in the terms specified by the
Authority.”.
99, Section 206A repealed (how documents are to be served for

100.

purposes of section 153(1) or 154(2A)(b))
Section 206 A—

Repeal the section.

Section 208 added
After section 207—

Add
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“208.

Transitional provisions for 2021 Amendment Ordinance

The transitional provisions specified in Schedule 5 have

effect.”.

101.  Schedule 4 amended (financial penalties)

M

@

€))

“1E

)

®

“ZH

Schedule 4—

Repeal

“[s. 2057

Substitute

“[s. 205 & Sch. 5”.
Schedule 4—

Repeal items 1C and 1D.
Schedule 4, before item 2—
Add

7AD(2)  Approved trustee

to take actions
reasonably
required by
Authority with
regard to
contribution
Schedule 4—
Repeal items 2C and 2G.
Schedule 4, before item 3—
Add

19P(2) Approved trustee
to take actions
required under
section 19P(2) of

10,000 20,000 50,000”.

If approved trustee fails to
take actions required under
section 19P(2) of the
Ordinance—
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the Ordinance

21 19U(2) Approved trustee
must not charge
more than total
amount payable
to system
operator of
electronic MPF
system

2] 19V(2)(c)(i) Approved trustee
to submit audited
reference ratio to
Authority

(a) for the first occasion
on which the trustee
fails to do so—a daily
penalty of $10,000 for
each day on which the
failure continues;

(b) for the second
occasion on which the
trustee fails to do so—
a daily penalty of
$20,000 for each day
on which the failure
continues; and

(c) for the third or
subsequent occasion
on which the trustee
fails to do so—a daily
penalty of $50,000 for
each day on which the
failure continues

$5,000 or 10% of the
exceeded amount,
whichever is the greater

10,000 20,000 50,000
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2K

2L

2M

2N

19V(2)(c)(ii) Approved trustee

19Y(2)

192(2)

192(3)

10,000 20,000 50,000
to submit

relevant rate of

administration

fee to Authority

Approved trustee
to determine FER
for relevant
corresponding
period of
constituent fund
(determined
FER), cause
determined FER
to be audited and
submit audited
FER to Authority

Approved trustee
to determine
permitted
percentage for
constituent fund
and submit
permitted
percentage to
Authority

Approved trustee
to specify in
submission to
Authority—

(a) whether FER
for relevant
corresponding

10,000 20,000 50,000

10,000 20,000 50,000

10,000 20,000 50,000

20

2P

2Q

19ZA(2)

19ZA(3)

192C

period of
constituent
fund exceeds
permitted
percentage;
and

(b) amount

determined in

accordance

with Schedule

16 to the
Ordinance

Approved trustee
to pay
determined
amount into
constituent fund

Approved trustee
to pay
determined
amount into
registered scheme

Approved trustee
to determine
under section
19ZC(3) of the
Ordinance FER
for corresponding
period of
constituent fund,
cause determined
FER to be
audited and

$5,000 or 10% of the
determined amount,
whichever is the greater

$5,000 or 10% of the
determined amount,
whichever is the greater

10,000 20,000 50,000”.
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(©6)

(M

“4T

®

CC7

TA

submit audited
FER to Authority

Schedule 4—

Repeal item 4G.

Schedule 4, Part 1, after item 4S—

Add

43BA(7)
to take actions
reasonably
required by
Authority

Schedule 4—

Repeal item 7

Substitute

3D Non-refusal of
application for
membership of
registered
scheme made by
or on behalf of
relevant
employee of
participating
employet, or by a
self-employed
person

31(1A) Non-refusal of

application made
for participation

Approved trustee 10,000 20,000

10,000 20,000

10,600 20,000

50,000”.

50,000

50,000

7B

7C

7D

7E

TF

7G

31(1B)

31(2) and
3)
31(4)

31(5)

31(6)

31(7)

in registered
scheme
Non-refusal of
application for
membership of
registered
scheme made
only for purpose
of maintaining
personal account
within scheme

Disclosure of
information

Requirement
regarding giving
notice of
participation
Requirement
with respect to
termination of
membership of
scheme member

Requirement
with respect to
termination of
participation of
employer
Requirement not
to charge fees,
impose financial
penalties or apply
certain other

10,000 20,000 50,000

10,000 20,000 50,000

10,000 20,000 50,000

10,000 20,000 50,000

10,000 20,000 50,000

10,000 20,000 50,000”.
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restrictions or
requirements if
accrued benefits
of scheme
member are
being or have
been transferred
pursuant to Part
12
(9) Schedule 4—
Repeal item 16A.
(10) Schedule 4—
Repeal item 19,
(11) Schedule 4—
Repeal items 48, 49, 52, 53 and 55,
(12)  Schedule 4, after item 59—
Add
“59A 143A Participating 5,000 10,000 20,0007
employer to give
document or
information to
employee
(13)  Schedule 4, after item 60—
Add
“60A 145A Approved trustee 10,000 20,000 50,0007,

to transfer
accrued benefits
to master trust
scheme

(14)  Schedule 4—

(15)

(16)

(17)

(18)

(19)

“T1A 169A

Repeal items 62, 64, 64A and 65.

Schedule 4—

Repeal item 66.

Schedule 4, item 67—

Repeal

“Approved trustee not to transfer accrued benefits if scheme
accounts are being audited or if scheme is being investigated”
Substitute

“Approved trustee to comply with Authority’s requirement not
to give effect to election”.

Schedule 4—

Repeal item 68.

Schedule 4, item 70A~—

Repeal

“Approved trustee not to pay accrued benefits if scheme
accounts are being audited or if scheme is being investigated”

Substitute

“Approved trustee to comply with Authority’s requirement not
to make payment”.

Schedule 4, after item 71~

Add

Requirements 10,000 20,000 50,000”.

with respect to
treatment of
unclaimed
accrued benefits
or accrued
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benefits that have
not been paid
(20) Schedule 4—
Repeal items 72, 73, 74, 74A, 74B and 75,
(21)  Schedule 4—
Repeal item 76.
102.  Schedule 5 added
After Schedule 4—
Add
“Schedule 5
[s.208]

1.

Transitional Provisions for 2021 Amendment

Ordinance

Interpretation
In this Schedule—

effective day (R E A% H), in relation to a pre-existing
scheme, means the day specified under section 19N(1) of
the Ordinance for the scheme;

relevant requirement (JHEEAEE) has the meaning given by
section 190(2) of the Ordinance.

Transitional arrangement relating to control objectives to
be maintained for each pre-existing scheme—section 39

(1) Despite the commencement of section 52 of the 2021
Amendment Ordinance (amendment provision), section
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39 as in force immediately before the commencement
date applies to control objectives of a pre-existing
scheme, to the extent that section 34DC(1) applies to the
approved trustee of the scheme.

(2) In this section—

commencement date (434 H H) means the date on which the
amendment provision comes into operation;

section 34DC(I) (58 34DC(D){E)—

(a) means section 34DC(1) of the Ordinance as in force
immediately before the commencement date; and

(b) includes section 34DC(1) of the Ordinance that
applies because of section 7 of Schedule 17 to the
Ordinance.

Transitional arrangements relating to provision of tax
deductible voluntary contributions summaries with respect
to TVC accounts to scheme members—section 56 A

(1) Despite the commencement of section 55 of the 2021
Amendment Ordinance (amendment provision), section
56A as in force immediately before the commencement
date (pre-amended section 56A4) applies to a pre-existing
scheme in relation to a contribution summary for a
financial year of the scheme unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement takes effect on—

(i) a day either before the beginning of the
financial year or in the financial year; or

(iiy a day falling within the specified period
mentioned in the pre-amended section 56A.
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(2) Despite the commencement of section 101(9) of the 2021
Amendment Ordinance, item 16A of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section S6A applies to the
approved trustee because of subsection (1).

(3) In this section—

commencement date (435 H}H) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to notification to
scheme members—section S9(1)

(1) Despite the commencement of section 57(2) of the 2021
Amendment Ordinance (amendment provision), section
59(1) as in force immediately before the commencement
date (pre-amended section 59(1)) applies to a pre-
existing scheme if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the inquiry or request concerned was
received by the approved trustee of the scheme
before the effective day.

(2) Despite the commencement of section 101(10) of the
2021 Amendment Ordinance, item 19 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section 59(1) applies to the
approved trustee because of subsection (1).

(3) In this section—
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commencement date (4235 H#H) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to service provider’s

duty to report certain matters to Authority—section

75(1)(aa)(iii)

(1) Despite the commencement of section 59 of the 2021
Amendment Ordinance (amendment provision), section
75 (to the extent that it relates to subsection (1)(aa)(iii))
as in force immediately before the commencement date
(pre-amended section 75) applies to a service provider in
relation to a pre-existing scheme if, on or after the
commencement date, the service provider, in the course
of performing the service provider’s obligations relating
to the scheme, becomes aware that the approved trustee
of the scheme—

(a) was not complying with section 34DC(1) of the
Ordinance  (section 34DC(1)) before the
commencement date; or

(b) is not complying with section 34DC(1) that applies
to the approved trustee because of section 7 of
Schedule 17 to the Ordinance.

(2) Because of subsection (1), the reference to section 75 in

section 76 includes the pre-amended section 75.

(3) In this section—

commencement date ((£3% H #H) means the date on which the
amendment provision comes into operation.
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Transitional arrangements relating to service provider’s

duty to report certain matters to Authority—section

75(1(H)

(1) Despite the commencement of section 59 of the 2021
Amendment Ordinance (amendment provision), section
75 (to the extent that it relates to subsection (1)(f)) as in
force immediately before the commencement date (pre-
amended section 75) applies to a setvice provider in
relation to a pre-existing scheme if, on or after the
commencement date, the service provider, in the course
of performing the service provider’s obligations relating
to the scheme, becomes aware that the approved trustee
of the scheme—

(a) had not complied with section 135 before the
commencement date; or

(b) has not complied with section 135 that applies to the
approved trustee because of section 15 of this
Schedule.

(2) Because of subsection (1), the reference to section 75 in
section 76 includes the pre-amended section 75.

(3) In this section—

commencement date (434 F HH) means the date on which the
amendment provision comes into operation.

Transitional arrangement relating to auditor’s duty to
report on financial statements etc.—section 102

(1) Despite the commencement of section 60 of the 2021
Amendment Ordinance (amendment provision), section
102 as in force immediately before the commencement
date (pre-amended section 102) applies in relation to a
financial period of a pre-existing scheme if—
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(a) as at the time specified in subsection (2)(e)(i) of the
pre-amended section 102; or

(b) as at any of the dates specified in subsection
(2)(e)(ii) of the pre-amended section 102,

the approved trustee of the scheme is required to comply
with section 34DC(1) of the Ordinance (whether or not
because of section 7 of Schedule 17 to the Ordinance).

(2) Because of subsection (1), the reference to section 102 in
section 106 includes the pre-amended section 102.

(3) In this section—

commencement date ((£5H HH) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to auditor’s duty to
report certain matters to Authority—section 103(1)(ab)(ii)

(1) Despite the commencement of section 61 of the 2021
Amendment Ordinance (amendment provision), section
103 (to the extent that it relates to subsection (1)(ab)(ii))
as in force immediately before the commencement date
(pre-amended section 103) applies to an auditor of a pre-
existing scheme if, on or after the commencement date,
the auditor, in the course of performing the auditor’s
duties under Part 8, becomes aware that the approved
trustee of the scheme—

(a) was not complying with section 34DC(1) of the
Ordinance  (section 34DC(1)) before the
commencement date; or

(b) is not complying with section 34DC(1) that applies
to the approved trustee because of section 7 of
Schedule 17 to the Ordinance.
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(2) Because of subsection (1), the references to section 103 in
sections 104 and 106 include the pre-amended section
103,

(3) In this section—

commencement date (435 H #) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to auditor’s duty to
report certain matters to Authority—section 103(1)(g)

(1) Despite the commencement of section 61 of the 2021
Amendment Ordinance (amendment provision), section
103 (to the extent that it relates to subsection (1)(g)) as in
force immediately before the commencement date (pre-
amended section 103) applies to an auditor of a pre-
existing scheme if, on or after the commencement date,
the auditor, in the course of performing the auditor’s
duties under Part 8, becomes aware that the approved
trustee of the scheme—

(a) had not complied with section 135 before the
commencement date; or

(b) has not complied with section 135 that applies to the
approved trustee because of section 15 of this
Schedule.

(2) Because of subsection (1), the references to section 103 in
sections 104 and 106 include the pre-amended section
103.

(3) In this section—

commencement date (255 H ) means the date on which the
amendment provision comes into operation.
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11.

Transitional arrangements relating to annual statements
required to be lodged under section 22A of Ordinance—
section 110

(1) Despite the commencement of section 63 of the 2021
Amendment Ordinance (amendment provision), section
110 as in force immediately before the commencement
date (pre-amended section 110) applies to a pre-existing
scheme in relation to a financial period of the scheme
unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the financial period ends on—
(i) the effective day; or
(ii) a day after the effective day.

(2) Because of subsection (1), the reference to section 110 in
section 102 includes the pre-amended section 110.

(3) Inthis section—

commencement date (435 HEH) means the date on which the
amendment provision comes into operation.

Transitional arrangement relating to approved trustee’s
duty to lodge monthly return with Authority—section 117

(1) Despite the commencement of section 64 of the 2021
Amendment Ordinance (@mendment provision), section
117 as in force immediately before the commencement
date (pre-amended section 117) applies to the approved
trustee of a pre-existing scheme in relation to a monthly
return for a calendar month unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement takes effect on—
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(i) a day either before the beginning of the
calendar month or in the calendar month; or

(ii) a day falling within the period mentioned in
the pre-amended section 117.

(2) In this section—

commencement date (434 H H#E) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to approved trustee’s
duty to ascertain certain particulars—section 125

(1) Despite the commencement of section 66 of the 2021
Amendment Ordinance (amendment provision), section
125(1) as in force immediately before the commencement
date (pre-amended section 125(1)) applies to the
approved trustee of a pre-existing scheme unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement has taken effect.

(2) Despite the commencement of the amendment provision,
section 125(3) as in force immediately before the
commencement date (pre-amended section 125(3))
applies to the approved trustee of the pre-existing scheme
in relation to a self-employed person and a financial
period of the scheme unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement takes effect—

(i) on the first day of the financial period
(relevant day);

(ii) before the relevant day; or
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(ili) on a day falling within the last 30 days of the
financial period.
(3) Despite the commencement of section 101(11) of the

2021 Amendment Ordinance—

(a) item 48 of Schedule 4 as in force immediately before
the commencement date applies to the approved
trustee to which subsection (1) applies, to the extent
that the pre-amended section 125(1) applies to the
approved trustee because of that subsection; and

(b) that item applies to the approved trustee to which
subsection (2) applies, to the extent that the pre-
amended section 125(3) applies to the approved
trustee because of that subsection.

(4) In this section—
commencement date (4£3% H HH) means the date on which the
amendment provision comes into operation.
13. Transitional arrangement relating to relevant income of

self-employed person who does not produce evidence of that
income—section 128

(1) This section applies to a self-employed person relating to
a pre-existing scheme, and a financial period of the
scheme, if section 125(1) or (3) as in force immediately
before the date of commencement of section 66 of the
2021 Amendment Ordinance (commencement date)
applies to the person in relation to the financial period
because of section 12 of this Schedule.

(2) Despite the commencement of section 67 of the 2021
Amendment Ordinance, section 128 as in force
immediately before the commencement date applies to
the person in relation to the financial period.
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14.

15.

Transitional arrangements relating to approved trustee’s
duty to check calculations of mandatory contributions—
section 132

(1) Despite the commencement of section 70 of the 2021
Amendment Ordinance (amendment provision), section
132 as in force immediately before the commencement
date (pre-amended section 132) applies to the approved
trustee of a pre-existing scheme in relation to a mandatory
contribution payable by a participating employer if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the contribution was received before
the effective day.

(2) Despite the commencement of section 101(11) of the
2021 Amendment Ordinance, item 49 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section 132 applies to the
approved trustee because of subsection (1).

(3) In this section—

commencement date (“E35 H HH) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to approved trustee’s
duty to inform Authority of failure to pay mandatory
contribution—section 135

(1) Despite the commencement of section 71 of the 2021
Amendment Ordinance (amendment provision), section
135 as in force immediately before the commencement
date (pre-amended section 135) applies to the approved
trustee of a pre-existing scheme in relation to a mandatory
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16.

contribution payable by a participating employer or self-

employed person if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the contribution day falls on a day
before the effective day.

(2) Despite the commencement of section 101(11) of the
2021 Amendment Ordinance, item 52 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section 135 applies to the
approved trustee because of subsection (1).

(3) In this section—

commencement date (435 H Hf) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to Authority’s notice to
defaulter and approved trustee’s duty to inform Authority
of non-payment—section 136

(1) Despite the commencement of section 72 of the 2021
Amendment Ordinance (amendment provision), section
136 as in force immediately before the commencement
date applies to or in relation to a pre-existing scheme if a
notice is given by the approved trustee of the scheme to
the Authority under the pre-amended section 135.

(2) Ifthe approved trustee of the pre-existing scheme has not
received all arrears and contribution surcharges within the
payment period as described in section 136(5) as in force
immediately before the commencement date (pre-
amended section 136(5)), the approved trustee must
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inform the Authority of the fact in accordance with the
pre-amended section 136(5) unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the last day of the payment period falls on—
(i) the effective day; or
(ii) a day after the effective day.

(3) Despite the commencement of section 101(11) of the
2021 Amendment Ordinance, item 53 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section 136(5) applies to the
approved trustee because of this section,

(4) In this section—

commencement date (42534 H HH) means the date on which the
amendment provision comes into operation;

pre-amended section 135 (JEHEE 135 {§&) means—

(a) section 135 as in force immediately before the
commencement date; or

(b) section 135 as it applies to the approved trustee of
the pre-existing scheme because of section 15 of this
Schedule.

Transitional arrangements relating to approved trustee’s
duty to check calculations of arrears and contribution
surcharge—section 137

(1) Despite the commencement of section 73 of the 2021
Amendment Ordinance (amendment provision), section
137 as in force immediately before the commencement
date (pre-amended section 137) applies to the approved
trustee of a pre-existing scheme in relation to an amount
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received by the approved trustee as arrears or contribution

surcharge if—

(a) there is no section 19N notice in respzct of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the amount was received before the
effective day.

(2) Despite the commencement of section 101(11) of the
2021 Amendment Ordinance, item 55 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section 137 applies to the
approved trustee because of subsection (1).

(3) In this section—

commencement date (4237 FH HF) means the date on which the
amendment provision comes into operation.

Transitional arrangement relating to crediting of
payments—section 138

(1) Despite the commencement of section 73 of the 2021
Amendment Ordinance (amendment provision), section
138 as in force immediately before the commencement
date (pre-amended section) applies to the approved
trustee of a pre-existing scheme in relation to a payment
described in subsection (1) of the pre-amended section
ift—
(a) there is no section 19N notice in respect of the

scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the payment was made to the approved
trustee before the effective day.
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(2) In this section—

commencement date (435 H ) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to approved trustee’s
duty to notify scheme member of member’s options of
transfer—section 152

(1) Despite the commencement of section 78 of the 2021
Amendment Ordinance (@mendment provision), section
152 as in force immediately before the commencement
date (pre-amended section 152) applies to the approved
trustee of a pre-existing scheme in relation to a scheme
member who has ceased to be employed by a participating
employer or ceased to be self-employed if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and—

(i) the approved trustee has been notified, before
the effective day, that the member has ceased
to be employed by a participating employer or
ceased to be self-employed; and

(ii) the 30-day period mentioned in the pre-
amended section 152 ends before the effective
day.

(2) Despite the commencement of section 101(14) of the
2021 Amendment Ordinance, item 62 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section 152 applies to the
approved trustee because of subsection (1).
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(3) In this section—

commencement date (43 H HH) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to approved trustee’s
duty to give transfer statement to scheme member—section
154

(1) Despite the commencement of section 80 of the 2021
Amendment Ordinance (amendment provision), section
154 as in force immediately before the commencement
date (pre-amended section 154) applies to a pre-existing
scheme in relation to a transfer of the accrued benefits of
a member of the scheme if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the transfer was completed before the
effective day.

(2) Despite the commencement of section 101(14) of the
2021 Amendment Ordinance, items 64 and 64A of
Schedule 4 as in force immediately before the
commencement date applies to the approved trustee of the
pre-existing scheme, to the extent that the pre-amended
section 154 applies to the approved trustee because of
subsection (1).

(3) In this section—

commencement date (37 H EH) means the date on which the
amendment provision comes into operation.
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22.

Transitional arrangements relating to confirmation of
transfer to new scheme—section 155

(1) Despite the commencement of section 80 of the 2021
Amendment Ordinance (amendment provision), section
155 as in force immediately before the commencement
date (pre-amended section 155) applies to a pre-existing
scheme (relevant scheme) in relation to a transfer of the
accrued benefits of a member of another registered
scheme to the relevant scheme if—

(a) there is no section 19N notice in respect of the
relevant scheme; or

(b) there is a section 19N notice in respect of the
relevant scheme, and the transfer was completed
before the effective day.

(2) Despite the commencement of section 101(14) of the
2021 Amendment Ordinance, item 65 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the relevant scheme, to the
extent that the pre-amended section 155 applies to the
approved trustee because of subsection (1).

(3) In this section—

commencement date (4237 H ) means the date on which the
amendment provision comes into operation.

Transitional arrangement relating to transfer of
outstanding sums received by transferor trustees—section
157A

(1) Despite the commencement of section 83 of the 2021
Amendment Ordinance (amendment provision), section
157A as in force immediately before the commencement
date applies to the approved trustee of a pre-existing
scheme unless—
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23.

24.

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement has taken effect.
(2) In this section—

commencement date (4530 H HH) means the date on which the
amendment provision comes into operation.

Transitional arrangement relating to claim for payment on
death—section 161(3)

(1) Despite the commencement of section 87(2) of the 2021
Amendment Ordinance (amendment provision), section
161(3) as in force immediately before the commencement
date applies to the approved trustee of a pre-existing
scheme unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement has taken effect.
(2) In this section—

commencement date (4235 HEH) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to claim for payment on
ground of permanent departure from Hong Kong—
sections 163 and 175

(1) Despite the commencement of section 88(2) and (3) of the
2021 Amendment Ordinance (amendment provision),
section 163 as in force immediately before the
commencement date (pre-amended section 163) applies
to the approved trustee of a pre-existing scheme in
relation to the payment of accrued benefits of a member
of the scheme if—
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25,

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and-—

(i) a claim for payment of the benefits has been
lodged by the member of the scheme, in
compliance with section 163(2); and

(ii) the claim was lodged with the approved trustee
before the effective day.

(2) Despite the commencement of sections 96 and 101(17) of
the 2021 Amendment Ordinance, section 175 as in force
immediately before the commencement date and item 68
of Schedule 4 as in force immediately before that date
apply to the approved trustee of the pre-existing scheme,
to the extent that the pre-amended section 163 applies to
the approved trustee because of subsection (1).

(3) In this section—

commencement date (4237 HHH) means the date on which the
amendment provision comes into operation.,

Transitional arrangements relating to approved trustee’s
duty if scheme member cannot be located—section 170

(1) Despite the commencement of section 92 of the 2021
Amendment Ordinance (amendment provision), section
170 as in force immediately before the commencement
date (pre-amended section 170) applies in relation to the
accrued benefits of a member of a pre-existing scheme
unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement has taken effect,
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26.

(2) Despite the commencement of section 101(20) of the
2021 Amendment Ordinance, item 72 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section 170 applies to the
approved trustee because of subsection (1).

(3) In this section—

commencement date (235 H H) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to approved trustee’s
duty if claimant cannot subsequently be located—section
171

(1) Despite the commencement of section 92 of the 2021
Amendment Ordinance (amendment provision), section
171 as in force immediately before the commencement
date (pre-amended section 171) applies to or in relation
to the accrued benefits of a member of a pre-existing
scheme unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement has taken effect.

(2) Despite the commencement of section 101(20) of the
2021 Amendment Ordinance, item 73 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section 171 applies to the
approved trustee because of subsection (1).

(3) In this section—

commencement date (ZE3% H Hf) means the date on which the
amendment provision comes into operation.
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27,

28.

Transitional arrangements relating to approved trustee’s
duty to notify scheme member who has reached retirement
age of their entitlement—section 172

(1) Despite the commencement of section 92 of the 2021
Amendment Ordinance (amendment provision), section
172 as in force immediately before the commencement
date (pre-amended section 172) applies to or in relation
to the accrued benefits of a member of a pre-existing
scheme unless—

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement has taken effect.

(2) Despite the commencement of section 101(20) of the
2021 Amendment Ordinance, item 74 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
extent that the pre-amended section 172 applies to the
approved trustee because of subsection (1).

(3) In this section—

commencement date (43 H ) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to approved trustee’s
duty when scheme member whose accrued benefits are
retained in scheme cannot be located—section 172A

(1) Despite the commencement of section 92 of the 2021
Amendment Ordinance (amendment provision), section
172A as in force immediately before the commencement
date (pre-amended section 172A) applies to or in relation
to accrued benefits of a member of a pre-existing scheme
unless—
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29,

(a) there is a section 19N notice in respect of the
scheme; and

(b) the relevant requirement has taken effect.

(2) Despite the commencement of section 101(20) of the
2021 Amendment Ordinance, item 74A of Schedule 4 as
in force immediately before the commencement date
applies to the approved trustee of the pre-existing scheme,
to the extent that the pre-amended section 172A applies
to the approved trustee because of subsection (1).

(3) In this section—

commencement date (425 H H) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to approved trustee’s
duty to submit to Authority particulars of scheme members
who have unclaimed benefits—section 172B

(1) Despite the commencement of section 92 of the 2021
Amendment Ordinance (amendment provision), section
172B as in force immediately before the commencement
date (pre-amended section 172B) applies to the approved
trustee of a pre-existing scheme if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) thereis a section 19N notice in respect of the scheme
and, but for the commencement of the amendment
provision—

(i) the approved trustee would have been required
to submit a quarterly report under the pre-
amended section 172B within the period
specified in the guidelines; and
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30.

(ii) the end day of the specified period would have
fallen on a day before the effective day.

(2) Despite the commencement of section 101(20) of the
2021 Amendment Ordinance, item 74B of Schedule 4 as
in force immediately before the commencement date
applies to the approved trustee of the pre-existing scheme,
to the extent that the pre-amended section 172B applies to
the approved trustee because of subsection (1).

(3) In this section—

commencement date (£33 H Hfl) means the date on which the
amendment provision comes into operation.

Transitional arrangements relating to disposal of
unclaimed benefits in employer sponsored scheme—section
173

(1) Despite the commencement of sections 77 and 94 of the
2021 Amendment Ordinance (amendment provisions),
section 173 as in force immediately before the
commencement date (pre-amended section 173) applies
to a pre-existing scheme in relation to accrued benefits of
a member of the scheme that were treated as unclaimed
benefits under the relevant provision if—

(a) there is no section 19N notice in respect of the
scheme; or

(b) there is a section 19N notice in respect of the
scheme, and the 6-month period mentioned in
section 173(1) as in force immediately before the
commencement date begins before the effective day.

(2) Despite the commencement of section 101(20) of the
2021 Amendment Ordinance, item 75 of Schedule 4 as in
force immediately before the commencement date applies
to the approved trustee of the pre-existing scheme, to the
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extent that the pre-amended section 173 applies to the
approved trustee because of subsection (1).

(3) In this section—

commencement date (£33 H #Hl) means the date on which the
amendment provisions come into operation;

relevant provision (FHERHESD)—

(a) means section 170, 171, 172 or 172A as in force
immediately before the commencement date (pre-
amended section); and

(b) includes a pre-amended section that applies because
of section 25, 26, 27 or 28 of this Schedule.
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Part 4

Related Amendments to Occupational Retirement
Schemes Ordinance and other Subsidiary Legislation of
Mandatory Provident Fund Schemes Ordinance

Division 1—Occupational Retirement Schemes Ordinance

(Cap. 426)
103.  Section 77 amended (preservation of secrecy)
Section 77(1)—
Repeal
“78 and 78A”
Substitute

“78, 78A and 78B”.

104, Section 78B added
After section 78A—
Add

“78B. Disclosure for purposes of section 50B or 50C of Inland
Revenue Ordinance

(1) Section 77 does not prevent a person from disclosing any
information acquired as described under section 77(1) if
the disclosure is for the purposes of section 50B or 50C
of the Inland Revenue Ordinance (Cap. 112).

(2) Any information disclosed under subsection (1) may be
used or disclosed only for the purposes mentioned in that
subsection.
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(3) A person who fails to comply with subsection (2) commits
an offence and is liable on conviction to a fine at level 4.”.

Division 2—Mandatory Provident Fund Schemes (Fees)
Regulation (Cap. 485 sub. leg. C)

105, Schedule 2 amended (fees prescribed for the purposes of the
Mandatory Provident Fund Schemes (General) Regulation (Cap.
485 sub. leg. A))

Schedule 2—
Repeal item 3.

Division 3—Mandatory Provident Fund Schemes
(Specification of Permitted Periods) Notice (Cap. 485 sub.
leg. F)

106.  Section 1 amended (permitted period specified for purposes of
section 7 of Ordinance)

Section 1—
Repeal subsection (3)
Substitute
“(3) 'The day specified for subsection (2) is—
(a) aSaturday;
(b) apublic holiday;
(c) a gale warning day or black rainstorm warning day
as defined by section 71(2) of Cap. 1; or

(d) subject to subsection (4)—a day on which the
electronic MPF system (or any part of it) is
suspended under section 19J or 19L(1)(a) or (b) of
the Ordinance.
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(4) Subsection (3)(d) does not apply to an employer of a
relevant employee in relation to a duty of the employer
under section 7(1) or (2) of the Ordinance unless the
suspension affects the performance of the duty by the
employer.”.

107.  Section 2 amended (permitted period specified for purposes of
section 7C of Ordinance)

Section 2—
Repeal subsection (3)
Substitute
“(3) The day specified for subsection (2) is—
(a) a Saturday;
(b) a public holiday;
(c) a gale warning day or black rainstorm warning day
as defined by section 71(2) of Cap. 1; or
(d) subject to subsection (4)—a day on which the
electronic MPF system (or any part of it) is
suspended under section 19J or 19L(1)(a) or (b) of
the Ordinance.

(4) Subsection (3)(d) does not apply to a self-employed
person in relation to a duty of the person under section
7C(1)(a) of the Ordinance unless the suspension affects
the performance of the duty by the person.”.

Division 4—Mandatory Provident Fund Schemes
(Compensation Claims) Rules (Cap. 485 sub. leg. H)

108. Rule 4 amended (requirements as to making of section 17B
applications)

Rule 4(2)(b)—
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Repeal

“in section 6F(2)”
Substitute

“by section 6F(5)”.

Division 5—Mandatory Provident Fund Schemes (Winding
Up) Rules (Cap. 485 sub. leg. I)

109. Rule 4 amended (requirements as to making of winding up
applications)

Rule 4(2)(a)—
Repeal
“in section 6F(2)”
Substitute
“by section 6F(5)”.
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Explanatory Memorandum

The main purpose of this Bill is to amend the Mandatory Provident
Fund Schemes Ordinance (Cap. 485) (Cap. 485) to provide for a
common electronic platform (new platform) to facilitate the
administration and implementation of provident fund schemes
registered under Cap. 485 (registered schemes).

To implement the new platform, both Cap. 485 and the Mandatory
Provident Fund Schemes (General) Regulation (Cap. 485 sub. leg A)
(Cap. 485A) are required to be amended. The relevant amendments
are set out in Parts 2 and 3 respectively. Part 4 includes related
amendments to the Occupational Retirement Schemes Ordinance
(Cap. 426) and certain other subsidiary legislation of Cap. 485.

Part 1—Preliminary

3.

Clause 1 sets out the short title and provides for commencement.

Part 2—Amendments to Cap. 485

4.

Clause 3 amends section 2 and adds defined expressions that are
necessary for the Bill. The expressions include electronic MPF
system, operating rules, pre-existing scheme, scheme
administration function, scheme administration service, section
I9N notice, specified entity and system operator. Clause 3 also
amends the definition of service provider to make clear that it does
not include the system operator of an electronic system designated
under new section 191(1) (electronic MPF system) (clause 19).

Clauses 4, 7 and 10 respectively amend sections 6, 6E and 6G to
modify or expand (as appropriate) the functions of the Mandatory
Provident Fund Schemes Authority (Authority).

Clause 5 amends section 6C which provides for the chairperson and
deputy chairperson of the Authority. At present, because of section
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10.

11.

6C(2), the Managing Director is the deputy chairperson of the
Authority. Clause 5 replaces section 6C(2) with a new provision
which empowers the Chief Executive to appoint a director of the
Authority to be the deputy chairperson of the Authority.

Clause 6 amends section 6DA to empower the Authority to establish
a wholly owned subsidiary to administer and operate an electronic
system for the purposes of new Part 3B added by clause 19. A wholly
owned subsidiary established under the amended section 6DA for the
purpose mentioned in paragraph (b) of that amended section is a
specified entity. The eMPF Platform Company Limited established
under the existing section 6DA is also a specified entity. Under the
new section 191, a specified entity that administers and operates an
electronic MPF system is the system operator of the system.

Clause 8 adds a new section 6EA to Cap. 485. The new section 6EA
provides for the functions of a specified entity.

Clause 9 replaces section 6F by a new section. New section 6F makes
clear that when the Authority delegates a specified function of the
Authority to a specified person, the Authority may authorize the
specified person to subdelegate the function.

Clause 11 amends section 6KA which at present provides for the
designation of an electronic system by the Authority. After the
commencement of clause 19, the electronic system for the new
platform is to be designated by the Secretary for Financial Services
and the Treasury (Secretary) under the new section 19I. It is
therefore necessary to amend the scope of application of section
6KA.

Clause 12 adds a new section 6PA to Cap. 485 to empower the
Director of Audit to conduct an examination into the economy,
efficiency and effectiveness with which the Authority or a wholly
owned subsidiary of the Authority has used its resources in
performing its functions.
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12.

13.

14.

15.

16.

Clause 13 amends the meaning of the expression contribution day
used in section 7AA so that the expression does not include the day
on which the performance of a function under that section is affected
by the suspension of the electronic MPF system. (Note: For similar
amendments made to sections 122 and 131 of Cap. 485A and another
piece of subsidiary legislation made under Cap. 485, see clauses 65,
69, 106 and 107.)

As a result of the implementation of the new platform, certain
statutory functions of the approved trustee (as defined by section 2)
of a registered scheme are to be performed by the electronic MPF
system (or the system operator of the system). Certain existing
provisions of Cap. 485 and Cap. 485A that provide for the powers,
duties or other functions of the approved trustee or the Authority
would need to be modified or amended as appropriate. These existing
provisions include sections 7AD, 19B, 19C, 19E, 20B, 30, 32, 33 and
34DC (clauses 14, 16, 17, 18, 20, 21, 22, 23 and 25).

Clause 19 adds a new Part 3B to Cap. 485. The new Part 3B relates
to the provision of an electronic system and related services for the
new platform. The new Part contains 26 sections (new sections 191
to 19ZH).

New section 191 provides for the designation of an electronic system
by the Secretary to—
(a) provide any services and facilities to facilitate approved
trustees of registered schemes in performing their
functions with respect to scheme administration; and

(b) to perform any other specified functions.

New section 19J empowers the Authority to direct the system
operator of an electronic MPF system to suspend the operation or use
of the system if the Authority reasonably considers it necessary to
suspend the system.
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17.

18.

19.

20.

21.

New section 19K provides for the general duties of the system
operator of an electronic MPF system,

New section 19L confers certain powers on the system operator of
an electronic MPF system, including the power to suspend the
operation or use of the system for scheduled maintenance or because
of unforeseen circumstances,

New section 19M requires the approved trustee of a registered
scheme to use the electronic MPF system and certain services
provided by the system operator of the system. According to the new
section 19M(1), the approved trustee of the scheme must use the
system and the services that are made available to the approved
trustee (the system and services) to perform the trustee’s scheme
administration functions. However, for a pre-existing scheme, the
requirement under the new section 19M(1) (requirement) does not
begin to apply with respect to scheme administration functions other
than a specific function (as defined by the new section 19M(4)) (sron-
specific functions) of the trustee of the scheme until the day
specified in a notice made under the new section 19N for the scheme.
For any other registered scheme, the approved trustee of the scheme
must comply with the requirement with respect to any non-specific
functions of the trustee after the registration of the scheme has taken
effect. Regarding a specific function of the approved trustee of a
registered scheme (whether or not the scheme is a pre-existing
scheme), the approved trustee of the scheme must use the system and
services to perform the specific function of the trustee after the
amendments made to section 153 of Cap. 485A have taken effect.

New sections 190, 19P and 19Q impose duties on the Authority and
the approved trustee of a registered scheme as a result of the
implementation of the new platform,

‘New section 19R empowers the system operator of an electronic
" MPF system to collect information from the approved trustee of a
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22,

23,

24,

25.

26.
27.

28.

29.

registered scheme for the purpose of performing the system
operator’s functions,

New section 19S provides for the maintenance of a register of
members of registered schemes by the system operator of an
electronic MPF system.

New sections 19U to 19ZE, and new Schedules 13 to 16 (clause 48),
are added to regulate the fees charged by approved trustees of
registered schemes for scheme administration.

New section 19ZG imposes a duty on the system operator of an
electronic MPF system to provide administrative support to the
Authority when the Authority so requires.

New section 19ZH makes clear that the use, by the approved trustee
of a registered scheme, of an electronic MPF system, or the scheme
administration services provided by the system operator of the
system, because of the new section 19M, does not prevent the trustee
from seeking any reasonable remedies from the system operator in
respect of any liability of the trustee that is attributable to the system
operator,

Clauses 33 to 37 relate to the disclosure of information.

Section 41 provides that a person who obtains information in the
performance of functions conferred or imposed by or under Cap. 485
must not disclose the information to another person (specified
requirement). The section also specifies some of the exceptions to
the specified requirement.

To provide for further exceptions to the specified requirement, the
Bill amends sections 41 and 42AAB (clauses 33 and 37), and adds
new sections 41A and 41B (clause 34).

Clause 38 amends section 42B to provide immunity from civil
liability to a specified entity and certain persons related to the entity.
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30,

31.

32.

33.

34.

35,

Under section 43(2), a person must not administer, or purport to
administer, a provident fund scheme unless the person is an approved
trustee or has been appointed under section 33A(3) as an
administrator of the scheme, and the scheme is a registered scheme.
According to section 43(3), a person who contravenes section 43(2)
commits an offence and is liable on conviction to criminal sanctions.

Clause 39 amends section 43 to make clear that section 43(2) does
not apply to the system operator of an electronic MPF system or a
person engaged by the system operator for providing scheme
administration services to approved trustees of registered schemes.

Clause 41 amends section 43E so that a person must not make any
false or misleading statement in a document given to the system
operator of an electronic MPF system.

Clause 42 adds a new defence for the approved trustee of a registered
scheme charged with an offence under section 43A(1)(a) or (b) or

3).

Clause 43 amends section 45B to the effect that the Authority does
not have the power to serve a notice under section 45B(1) for a failure
described in section 45B(1)(a) or (b) if the failure occurs only
because of the system operator’s failing to discharge any of the
system operator’s duties under Cap. 485 as amended by the Bill.

Clause 48 adds new Schedules (new Schedules 12 to 17) to Cap. 485.
The new Schedule 17 contains transitional provisions required
because of the amendments made to certain provisions of Cap. 485
by the Bill.

Part 3—Amendments to Cap. 485A

36.

Because of the new section 143A added by clause 76, the
requirements under sections 54(3), 56(6), 58(2) and 59(2) are no
longer required. Clauses 53, 54, 56 and 57(3) seek to amend those
provisions to remove the requirements,
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37.

38.

39.

40.

41.

42.

Clause 57(1) and (2) repeals the remaining part of section 59,
including subsection (1) of that section. This is because the
information referred to in section 59(1) would be kept by the
electronic MPF system. It is therefore not necessary for the approved
trustee of a registered scheme to inform its members and
participating employers.

Clause 59 amends section 75 to the effect that the system operator of
an electronic MPF system is required to report certain matters to the
Authority.

Amendments are also required for sections 39 (clause 52), 75 (clause
59), 102 (clause 60) and 103 (clause 61) to remove the requirement
of reporting, by a service provider or an auditor, any non-compliance
with section 34DC(1) of Cap. 485 (section 34DC(1)), or section 135
by the approved trustee of a registered scheme. The amendments are
necessary because of the amendment made to section 34DC(1) and
the repeal of section 135 (clauses 25 and 71).

Clause 62 amends section 105 to empower the auditor of a registered
scheme—

(a) to have access to accounting records and other records
that are required to be kept in relation to the scheme by
the system operator of an electronic MPF system; and

(b) to require from the system operator of the system such
information and explanations as the auditor needs in order
to perform a duty imposed on the auditor by Part 8 or 9 of
Cap. 485A.

Clause 64 amends section 117 to remove the duty of the approved
trustee of a registered scheme to lodge with the Authority a monthly
return containing information relating to the participating employers
and members of the scheme.

Clause 66 amends section 125 to remove—
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43,

44,

45,

46

(a) the duty of the approved trustee of a registered scheme to
ascertain certain information relating to a self-employed
person who applies to become a member of the scheme;
and

(b) the approved trustee’s duty to take all reasonable steps to
ascertain the particulars referred to in section 125(2) if a
member of the scheme who is a self-employed person
fails to do so within the specified period.

Clause 68 amends section 130 to the effect that a self-employed
person who is a member of a registered scheme—

(a) may make a written statement to the approved trustee of
the registered scheme declaring that the business or
businesses carried on by the person have sustained a net
loss in relation to a financial period of the registered
scheme; and

(b) may discontinue payment of mandatory contributions
until the relevant income in respect of the person’s
business or businesses exceeds the minimum level of
relevant income.

Clause 70 repeals section 132 because the approved trustee of a
registered scheme would no longer be required to check calculations
of mandatory contributions after starting to use the electronic MPF
system.

Clause 72 amends section 136 and modifies the duty of the Authority
to give notice to a person who fails to pay a mandatory contribution
in full. Clause 72 also removes the duty of the approved trustee of a
registered scheme to notify the Authority of the non-payment.

Clause 73 repeals sections 137 and 138 because the approved trustee
of a registered scheme would no longer be required to check the
arithmetical calculations of the arrears and contribution surcharge
payable by a defaulter, and to credit the amount of arrears and
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47.

48.

49.

50.

51.

52.

53.

contribution surcharge to the relevant scheme member’s account.
These tasks would be conducted by the electronic MPF system.

Clause 77 adds a new section 145A to Cap. 485A. The new section
145A provides for the treatment of accrued benefits (as defined by
section 2(1) of Cap. 485) of a member of an employer sponsored
scheme if the approved trustee of the scheme is unable to locate the
person who is entitled to the benefits.

Clauses 78 and 80 repeal sections 152, 154 and 155. The approved
trustee of a registered scheme would no longer be required to
discharge the duties under those sections after the trustee has started
to use the electronic MPF system.

Clause 79 amends section 153 to remove the duty of the approved
trustee of a registered scheme on being notified of an election made
under Part 12 of Cap. 485A (election). This duty is not required to
be discharged by the approved trustee of a registered scheme who
uses the electronic MPF system.

Clauses 81 and 83 repeal sections 156 and 157A which provide for
restrictions on transfer of accrued benefits.

Clause 82 amends section 157 to modify the requirements regarding
giving effect to an election by the approved trustee of a registered
scheme.

Section 157B provides for the duty of the Authority to establish and
maintain a register of members of registered schemes. After the
commencement of new section 198, it is the duty of the system
operator of an electronic MPF system to maintain such a register.
The Authority would no longer be required to maintain the register
mentioned in section 157B after the commencement, Clause 84
therefore repeals section 157B.

Clause 89 amends section 167 to modify the requirements regarding
payment of the accrued benefits or scheme assets by the approved
trustee of a registered scheme.
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54.

55.

56.

57.

58.

59.

Clause 90 adds a new section 169A to Cap. 485A. The new section
provides for the treatment of accrued benefits that are unclaimed or
unpaid.

Clauses 92 to 95 repeal sections 170, 171, 172, 172A, 172B, 172C,

173 and 174 which relate to accrued benefits of a member of a
registered scheme that are unclaimed benefits.

Clause 97 adds a new section 203A. The new section 203A provides
a defence for a person charged with an offence under section 94 or
175.

Clause 98 amends section 206 to provide for the case where a
document is given by means of an electronic MPF system.

Clause 101 amends Schedule 4 which provides for financial penalties
in relation to certain provisions of Cap. 485 and Cap. 485A.

Clause 102 adds a new Schedule 5 to Cap. 485A. The new Schedule
contains transitional provisions required because of the amendments
made to certain provisions of Cap. 485A by the Bill.

Part 4—Related amendments to Occupational Retirement Schemes

60.

61.

Ordinance (Cap. 426) and certain other subsidiary legislation of
Cap. 485

Clause 104 adds a new section 78B to the Occupational Retirement
Schemes Ordinance (Cap. 426). The amendment made by clause 104
is an amendment related to clause 34,

Clauses 105, 106, 107, 108 and 109 make related amendments to the
following subsidiary legislation of Cap. 485—

(a) the Mandatory Provident Fund Schemes (Fees)
Regulation (Cap. 485 sub. leg. C);

(b) the Mandatory Provident Fund Schemes (Specification of
Permitted Periods) Notice (Cap. 485 sub. leg. F);
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62.

(c) the Mandatory Provident Fund Schemes (Compensation
Claims) Rules (Cap. 485 sub. leg. H); and

(d) the Mandatory Provident Fund Schemes (Winding Up)
Rules (Cap. 485 sub. leg. I).

The amendments made by clauses 106, 107, 108 and 109 are required
because of the replacement of section 6F of Cap. 485 by a new
section and the amendments made to the meaning of contribution
day in certain provisions of Cap. 485 and Cap. 485A.



Annex B
IMPLICATIONS OF THE PROPOSAL

Financial Implications

1. The eMPF Platform will be a public utility and an important financial
services infrastructure. With the support of the FA Panel of LegCo, a total of some
$4.9 billion of non-recurrent public funding was approved by LegCo in the context
of the Appropriation Bill on 16 May 2019, 14 May 2020 and 28 April 2021
respectively.

2. The total non-recurrent provision of about $4.9 billion for the eMPF
Platform Project would be used to fund the hardware and software development and
maintenance of the eMPF Platform, and as seed money to the Company to support
its initial years of operation. The Company would run on a not-for-profit and cost-
recovery basis by recouping its operating expenses from charging fees on trustees
for the scheme administration services it provides.

Economic Implications

3. The eMPF Platform will improve operational efficiency, reduce
administration costs and bring economies of scale of the MPF System through the
common electronic platform. It will reshape the operating landscape of the MPF
System and will be conductive to enhancing digital capabilities of the pension
industry and the development of Hong Kong as a smart city.

Environmental Implications

4, There are over 30 million transactions of the MPF System per year and
around 65% of these transactions (about 20 million) are paper-based. Through
automation, streamlining and standardization, the eMPF Platform will substantially
reduce paper-based transactions and make MPF System more environmentally
friendly.

Sustainability Implications

5. As a major financial infrastructure, the eMPF Platform will elevate the
digital capabilities of the MPF and pension industry, add fresh impetus to the
development of more Fintech applications for retirement planning, and facilitate the
wider use of data analytics for macro-planning, policy-making and statistical
purposes. It will reduce the paper-based transactions and help boost the
development of Hong Kong as a smart and sustainable city.
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