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Revision of Maximum Level of Relevant Income for MPF Contributions
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Starting from 1 June 2012, the maximum level of relevant income*
for MPF mandatory contributions will be adjusted from HK$20,000
to HK$25,000 monthly or from HK$240,000 to HK$300,000
yearly accordingly.

In view of the revision of the maximum level of relevant income, the
Financial Secretary proposed to increase the maximum annual tax
deduction for mandatory contributions to MPF schemes from HK$12,000
to HK$14,500 in 2012/13 and to HK$15,000 in 2013/14 onwards.
Legislative amendments are required for implementing the

proposed measures.

Monthly contribution amount on and after 1 June 2012:
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Monthly relevant income

BRARAAR Employer’s contributions Employee’s contributions
EEHR EEHX

Less than 2 HK$6,500 #IT Relevant income BB A S x 5% Not required #EZ8 58

HK$6,500 5T - HKS25,000 77T Relevant income BEA S x 5%  Relevant income HEIA B x 5%

More than 2214 HK$25,000 7T HKS$1,250 7T HKS$1,250 #JT

t '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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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 requlatory 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 June 2012.

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.

®  Underpayment of mandatory contributions would be regarded as
default contribution warranting report to the MPFA for its
appropriate follow-up actions.

Review voluntary contribution arrangement

m |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

®  Employers should update their employees about the amendment
to the relevant income level and remind employees from making
mandatory employee contributions starting 1 June 2012 to
check whether their payroll and contribution records are correct.

For any enquiries on how to calculate the contributions, please feel free
to contact us.
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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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