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MPF Offsetti
settl ng The Legislative Council passed the Employment and Retirement Schemes
Legislation (Offsetting Arrangement) (Amendment) Bill 2022 on 9 June 2022
Arran ement to abolish the use of the accrued benefits of employers' mandatory
contributions under the Mandatory Provident Fund (MPF) System to offset
severance payment (SP) and long service payment (LSP). The Government has
announced that the abolition will take effect on 1 May 2025 (the transition date).

Not exceeding LSP/SP Cap Case
+ Years of service before the transition date: 10 years
+ Years of service starting from the transition date: 5 years
+ Last month’s wages immediately preceding the transition date: $18,000
+ Last month’s wages before termination of employment: $21,000
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[ Commencement of Employment (1 May 2025) Termination of Employment bl
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$18,000 x %5 x 10 years $21,000 x %5 x 5 years

i = $120,000 $120,000 = $70,000 $190,000
-

Post-transition Portion
LSP/SP : $70,000

Offsettable Non-offsettable

ERMC $120,000 $171,000 - $120,000
$171,000

Can continue to be offset by the accrued benefits derived from = $51,000
the employers’ mandatory MPF contributions (ERMC) Cannot be offset by ERMC

The amount of The amount of The total amount of
pre-transition portion post-transition portion LSP/SP payable
After the offset of LSP/SP _I_ of LSP/SP
$0 $70,000 $70,000

Reaching LSP/SP Cap Case

+ Years of service before the transition date: 20 years

+ Years of service starting from the transition date: 10 years *LSP/SP exceeds $390,000, the

- Last month’'s wages immediately preceding the transition date: $22,500 amount in excess is to be deducted
- Last month’s wages before termination of employment: $30,000 from the post-transition portion.

(*The ceiling of the monthly wages for calculating LSP/SP is $22,500.)

“Transition Day”
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$22,500 x %5 x 10 years

- $22,500$x3 :J/.o(.) ); ﬁg years = $150,000
- : $300,000 $390,000 $450,000
r—
Post-transition Portion Deducted
LSP/SP : $90,000 $60,000*
Offsettable Non-offsettable
ERMC $300,000 $450,000 - $300,000
$450,000 Can continue to be offset by the accrued benefits derived from = $150,000
the employers’ mandatory MPF contributions (ERMC) Cannot be offset by ERMC
The amount of The amount of The total amount of
pre-transition portion post-transition portion LSP/SP payable
After the offset of LSP/SP + of LSP/SP —
$0 $90,000 $90,000

Application of the Arrangements Our System is
The arrangements are not applicable to employees who are not covered by the MPF System or I
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other statutory retirement schemes (including domestic helpers, and employees aged less than

18 or over 65). As employers are not required to make MPF mandatory contribution for such

employees, these employees are not affected by the abolition of the offsetting arrangement. ® LSP/SP Calculator
Their LSP/SP will continue to be calculated on the basis of the last month’s wages or the

average wages in the 12 months immediately preceding the termination of employment @® Individual LSP/SP
in accordance with the existing provisions under the Employment Ordinance. Calculation Report
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