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Enhanced Disclosures for
Capital Preservation Fund (“CPF”)/ MPF Conservative Fund (“MCF”)

As agreed in the last HKTA meeting on 16 January 2009, the HKTA has proposed to the SFC and the
MPFA an enhanced disclosure on CPF with a view to providing scheme members with more accurate
and complete information about CPF.

After several rounds of discussion with the regulators, the regulators have endorsed, for disclosure in
circumstances of the cases set out below, the following enhanced disclosures for the fee deduction
mechanism adopted for and the performance figures (outside of fund fact sheet) relevant to CPFs. The
regulators have been told that the implementation of enhanced disclosure requirements shall commence
on 30 September 2009 at the latest in line with the change of name of CPF to MCF. Trustees, of
courses, are encouraged to adopt the enhanced disclosures as soon as practicable before the effective
date.

1. Fee Deduction Mechanism

Enhanced disclosure in the case of any reference to a CPF that deducts fees from fund assets

Fees and charges of capital preservation fund® can be deducted from either (i) the assets of the
fund or (ii) members' account by way of unit deduction. This fund uses method (i) and,
therefore, unit prices / NAV / fund performance quoted have incorporated the impact of fees and
charges.
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Enhanced disclosure in the case of any reference to a CPF that deducts fees from members' account by
way of unit deduction

Fees and charges of capital preservation fund" can be deducted from either (i) the assets of the
fund or (ii) members' account by way of unit deduction. This fund uses method (ii) and,
therefore, unit prices / NAV / fund performance quoted (except for the fund performance figures
guoted in a fund fact sheet) do not reflect the impact of fees and charges.
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! With reference to the letter of the MPFA dated 24 March 09, the name “Capital Preservation Fund (fj 4: HLE)
is required to be replaced by “MPF Conservative Fund (5@?&? = pAELE)". As such, all references to capital
preservation fund/CPF in the enhanced disclosure should by 30 September 2009 be changed to MPF Conservative
Fund accordingly when trustees implement the name change.
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2. Performance Figures

Enhanced disclosure required in the case of any reference to performance figures of CPF calculated on
a unit deduction method (gross of fees) basis

Performance figures for [Name of CPF'] are calculated before fees and charges incurred by the
fund are taken into account by way of unit deduction from members' account. As an
illustration of the impact of such unit deduction, the 1-year performance figure for the period
from [Start date] to [End date] before adjustment to account for such deduction is [%] and the
same figure after such adjustment is [%].
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Both the SFC and the MPFA have, in respect of point 2 above, requested disclosure all fee adjusted
returns for all periods concerned. However, as such disclosure may lead to additional administrative
burden for trustees that use unit deduction method, the disclosure as proposed by the HKTA, of
showing the latest 1-year period figures would at least give scheme members some idea of the
difference in investment return before and after fee adjustment and is considered acceptable by both
regulators. Since such enhanced disclosure only serves as minimum content requirements, trustees
may include other relevant information as they consider necessary.

In due course, it would be required to disclose performance numbers that have been adjusted for fees
charged by way of unit deduction for all periods.

3. Clear Presentation

Please be advised that the enhanced disclosures above are intended to form part of the key information
for MPF schemes. As such, they should be disclosed in a prominent manner (with indication clearly
marked and in sufficiently big font size for easy reading) to capture scheme members’ attention. Any
footnote/asterisk should be presented/marked, where possible, immediately after the relevant fund
within the same page. Illustrative examples of how to apply the enhanced disclosures is set out in the
appendix for reference. Trustees may change the format of the disclosures as long as the content
remains the same and are clearly presented.

In response to queries raised by some trustees, we set out in the table below the kind of enhanced
disclosures required by the different types of documents:

Enhanced
Disclosures Fee Deduction Mechanism Performance Figures

Types of Documents

Offering document/ Required Required, if performance

principal brochure/prospectus figures are shown

Fund Fact Sheet Required Not required

Website and other marketing Required Required, if performance

materials figures are shown

IVRS Not required Required, if performance
figures are shown

Daily publication of CPF unit Not required -

price in newspaper

FAQ Not required -
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Appendix

Ilustrative Example 1

For CPF that deducts fees and charges from fund assets: the reference of CPF is made to the
investment policy

“ABC capital preservation fund* invests like a money market like fund. It invests exclusively in Hong
Kong-dollar assets either in short-term bank deposits or high quality debt securities. It is a conservative
and low-risk investment product.”

* Fees and charges of capital preservation fund can be deducted from either (i) the assets of the fund or

(if) members' account by way of unit deduction. This fund uses method (i) and, therefore, unit prices /
NAV / fund performance quoted have incorporated the impact of fees and charges.
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Ilustrative Example 2

For CPF that deducts fees and charges from members’ account by way of unit deduction: the
reference of CPF is made to the investment policy

“ABC capital preservation fund* invests like a money market like fund. It invests exclusively in Hong
Kong-dollar assets either in short-term bank deposits or high quality debt securities. It is a conservative
and low-risk investment product.”

* Fees and charges of capital preservation fund can be deducted from either (i) the assets of the fund or
(if) members' account by way of unit deduction. This fund uses method (ii) and, therefore, unit prices /
NAV / fund performance quoted (except for the fund performance figures quoted in a fund fact sheet)
do not reflect the impact of fees and charges.
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Ilustrative Example 3

For CPF that deducts fees and charges from members’ account by way of unit deduction: the

HKTA — CPF/MCF Enhanced Disclosures 3 May 2009



reference of the performance figures is made to a performance table, not the fund fact sheet

(Assuming that that financial year ended of CPF is on 31 December and the adjusted performance
figure of CPF for the financial year 2008 is available)

Name of Fund Cumulative Performance Figures (%)
as of 28 February2009

3 months |6 months| 1year | 3years | 5years Since
Launch

ABC Capital Preservation Fund | 0.206* | 0.7%* | 1.13%* | 1.13%™* | 7.88%* | 9%*
(Note 1)

ABC Stable Fund

ABC Balanced Fund

ABC Growth Fund

ABC Hong Kong Equity Fund

Note 1: Fees and charges of capital preservation fund can be deducted from either (i) the assets of the
fund or (ii) members' account by way of unit deduction. This fund uses method (ii) and, therefore, unit
prices / NAV / fund performance quoted (except for the fund performance figures quoted in a fund fact
sheet) do not reflect the impact of fees and charges.

* Performance figures for ABC Capital Preservation Fund are calculated before fees and charges
incurred by the fund are taken into account by way of unit deduction from members' account. As an
illustration of the impact of such unit deduction, the 1-year performance figure for the period from 1

January 2008 to 31 December 2008 before adjustment to account for such deduction is 1.2% and the
same figure after such adjustment is 0.5%.”
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