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Abolition of the MPF-Long Service Payment (LSP) offsetting mechanism in
Hong Kong

Actions to be taken

Communicate with key stakeholders i.e. human resources, finance personnel and
auditors on the implications

Perform calculation of LSP liability based on the new regulation
Keep wage records of employees

Enactment of
Ordinance

HKICPA guideline

issued Effective Date

25-year
Government Subsidy Scheme

Accounting Impact Government Subsidy

Full LSP liability shall be recognized as a
liability
One-off increase in the LSP provision as

catch-up adjustment for prior year service

First HK$500,000 SP/LSP expenses

* SP/LSP payable to be calculated
according to a specified share
ratio with a “capped
amount" per employee for
the initial 9 years

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")

Approach 1 (“Net basis”)

*  Amount expected to be offset
as a deemed employee
contribution towards LSP
benefits

Assess existing LSP provision if it is
sufficient to cover the full LSP liability

SP/LSP expenses exceeding
Approach 2 (“Gross basis“)

HK$500,000

LSP provision made based on the

No retrospective effect

25-year government subsidy
scheme
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* Employer MPF contributions &

offsetting mechanism as a
funding mechanism for LSP
obligation

Employment Ordinance would be tax
deductible

Catch-up adjustment would potentially be
tax deductible, complications may arise

when determining the tax deductible
amount

Government subsidies would be taxable
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SP/LSP payable to be calculated
according to a different set of
share ratio without “capped
amount”

No subsidy from Year 13
onwards
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HOW CAN WE HELP

@ Calculation of LSP provision for pre-transition and %
post-transition period

Key contacts
Business Process Solutions

National Leader Hong Kong ’ \
MAKING AN

Terry Jin John Poon Emily Kong Jimmy Kwong

Partner Partner Senior Manager Senior Manager IMPACT THAT
+86 21 6141 2231 +852 2852 6768 +852 2740 8678 +852 2852 6519 Mﬁ?ERS{/{%ﬁ
tjiin@deloitte.com.cn johnpoon@deloitte.com.hk ekong@deloitte.com.hk jikwong@deloitte.com.hk .

About Deloitte
Deloitte China provides integrated professional services, with our long-term commitment to be a leading contributor to China’s reform, opening-up and economic development. We are a globally connected firm with deep roots locally, owned by our
partners in China. With over 20,000 professionals across 31 Chinese cities, we provide our clients with a one-stop shop offering world-leading audit, tax and consulting services.

We serve with integrity, uphold quality and strive to innovate. With our professional excellence, insight across industries, and intelligent technology solutions, we help clients and partners from many sectors seize opportunities, tackle challenges and
attain world-class, high-quality development goals.

The Deloitte brand originated in 1845, and its name in Chinese ({£%}) denotes integrity, diligence and excellence. Deloitte's global professional network of member firms now spans more than 150 countries and territories. Through our mission to make an
impact that matters, we help reinforce public trust in capital markets, enable clients to transform and thrive, empower talents to be future-ready, and lead the way toward a stronger economy, a more equitable society and a sustainable world.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities (collectively, the “Deloitte organization”). DTTL (also referred to as “Deloitte Global”) and each of its member
firms and related entities are legally separate and independent entities, which cannot obligate or bind each other in respect of third parties. DTTLand each DTTL member firm and related entity is liable only for its own acts and omissions, and not those of
each other. DTTL does not provide services to clients. Please see www.deloitte.com/about to learn more.

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte Asia Pacific Limited and their related entities, each of which is a separate and independent legal entity, provide services from more than 100
cities across the region, including Auckland, Bangkok, Beijing, Bengaluru, Hanoi, Hong Kong, Jakarta, Kuala Lumpur, Manila, Melbourne, Mumbai, New Delhi, Osaka, Seoul, Shanghai, Singapore, Sydney, Taipei and Tokyo.

This communication contains general information only, and none of DTTL, its global network of member firms or their related entities is, by means of this communication, rendering professional advice or services. Before making any decision or taking any
action that may affect your finances or your business, you should consult a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or completeness of the information in this communication, and none of DTTL, its member firms, related entities, employees or agents shall be liable or
responsible for any loss or damage whatsoever arising directly or indirectly in connection with any person relying on this communication.

© 2024. For information, contact Deloitte China.


http://www.deloitte.com/about

	Slide 1
	Slide 2

