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Plan ahead and get ready for the new minimum level of MPF relevant income

BB EERIEHRES R REEMARKE

Impact on employers and employees HEFRESENEE
The Legislative Council has passed the amendment of minimum level of BRESHSNRERRAAR KFEEBITEEILES
relevant income! for Mandatory Provident Fund (MPF) contributions, BB 0 5,000 5] £6,5007T 0 20114

with the minimum level of relevant income revised up to HK$6,500 from 11ETEAEN -
HKS$5,000, effective 1 November 2011.

For the contribution periods (wage periods in general)? starting on or MEREANEEFABNERRACKRIELER
after the effective date, an employee with a monthly relevant income WE)? BEEAABRE A ERG5008 THRESE
less than HK$6,500 is no longer required to make the employee’s part EHRAERESIRMMEEZ  BET(NALERES
of contribution, while the employer is still required to make his part of HRABNS%/E BT DI ALER(GET) o

contribution, which is 5% of the employee’s relevant income (Table 1).

Table 1: Monthly mandatory contributions by employers and employees starting 1 November 2011

x1:B2001METTR1RE - BEREES A ABIMHERE DA E

Mandatory contribution amount 2& &\ it 2k & 58
Monthly relevant income

BRERAAR Employer’s contributions Employee’s contributions
B HREB B & 8 3R 15

Less than 2R HKS6,500 77T Relevant income BEIA S x 5% Not required 378

HKS$6,500 #7T - HKS$S20,000 37T Relevant income BEIAE x5%  Relevant income BEIAE x 5%

More than 2212 HK$20,000 7T HK$1,000 7T HK$1,000 7T

1 'Relevant income' refers to any wages, salary, leave pay, fee, commission, bonus, gratuity, perquisite or allowance (including housing allowance or other
housing benefit), expressed in monetary terms, paid by an employer to an employee. It does not include any severance or long service payments under the
Employment Ordinance.
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2 For instance, assuming that the contribution period of a scheme member is from the beginning of the month to end of the month, the last contribution
period before the effective date is from 1 October 2011 to 31 October 2011. Therefore, the employer should calculate the MPF contribution according to
the new minimum level of relevant income, for the contribution period starting from 1 November 2011. However, if the contribution period of a scheme
member is not from the beginning of the month to the end of the month, but straddles two calendar months, that is, from 20 October to 19 November, the
last contribution period before the effective date is from 20 October 2011 to 19 November 2011, so the MPF contribution should be calculated according to
the new level for the contribution period starting from 20 November 2011.
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Actions employers need to take

The amendment on the relevant income level for mandatory contribution
may affect an employer's MPF contribution system and details of
voluntary contribution arrangement. To ensure that employees are well
informed about the regulatory change, an employer should also take

the initiative to remind employees about the impact of the amendment
through internal communications. Here are some top tips to help you
prepare for the regulatory change:

Update payroll and MPF contribution system

®  Employers should update the system for calculating MPF
contributions to ensure that contributions can be made according to
the new level for contribution periods starting 1 November 2011.

m |f the payroll system is outsourced, the employer should work
with the vendor well in advance of the effective date to reflect the
change in the pay slip.

Review voluntary contribution arrangement

® |f an employee is making voluntary contributions, the amendment
may affect the split between voluntary and mandatory contributions.

®  Employers using the Occupational Retirement Schemes Ordinance
scheme for voluntary contribution on top of the MPF scheme
should review the voluntary scheme for any potential impact.

Enhance internal communications

B Employers should update their employees about the amendment
to the relevant income level and remind employees exempted
from making mandatory employee contributions starting
1 November 2011 to check whether their payroll and contribution
records are correct.
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If you have any questions in relation to the above mentioned please contact your client relations manager at Invesco.
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