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9th Meeting on 10 Jan 2025

The 10th HR Roundtable Work Group (WG) took place on 10 Jan 2025 at
the BCT office with the attendance of 24 HR professionals and WG
committee members. We were delighted to have Bernie NG of Deacons,
who shared insightful findings of “Abolition of MPF Offsetting Arrangement:
What You Need to Know” and Elaine HWANG of Willis Towers Watson
(WTW) sharing the related financial impact on employers.

Looking ahead, the Work Group is committed to utilizing this dynamic
platform to foster knowledge exchange, share best practices, and explore
innovative strategies. By harnessing the collective wisdom and
experiences of our peers, we aim to strengthen our professional network.

Save the date for our upcoming HR Roundtable meeting on 18 Mar
2025! We extend a warm invitation to all HR professionals who are
interested in joining this vibrant Work Group. If you or your HR executive
would like to participate, please don't hesitate to reach out to the
Secretariat of HKRSA at events@hkrsa.org.hk. We look forward to
welcoming new members and fostering a diverse and engaging
community.
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Abolition of MPF Offsetting Arrangement: What You Need to Know
BUHETRSE [#h=HE] « EEXEM

The long-awaited Abolition of MPF Offsetting Arrangement will take effect on 1
May 2025. This sharing provided a comprehensive overview of the implications
of the legislative update, with practical examples to illustrate both the salient
features of the new arrangement and common misconceptions among
employers. Essential tips were also provided for HR personnel in navigating the
transition.

° ‘Abolition” of MPF Offsetting Arrangement: Despite commonly understood
as an ‘abolition’, it is inaccurate to suggest that employers are no longer
entitled to use their MPF contributions to offset statutory severance/long
service liability from 1 May 2025. Specifically, the new regime only
prevents an employer from using MPF benefits derived from their
mandatory contributions (or the ‘carved-out benefit' under MPF-exempted
ORSO schemes) to offset statutory severance/long service accrued from
1 May 2025 onwards. It also does not affect an employer’s right to utilise
other benefits permitted under existing law for offsetting purposes.

o Government subsidy: With the aim to share out employers’ additional
expenses under the new regime, the Government has introduced a 25-
year subsidy scheme for employers to claim reimbursement of their post-
transition severance/long service expenditure up to the prescribed limit. It
is expected that more details of the subsidy scheme will be announced in
the coming months. Employers should keep track of updates from the
Government.

° Preparing for transition: Employers should familiarise themselves
especially their HR personnel with the new regime and make sure their
internal systems and procedures are well placed for the transition.
Employers should also evaluate the financial impact of the new offsetting
arrangement for both auditing purposes and planning of broader HR
policies.

By Bernie NG of Deacons
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HKRSA HR Roundtable - Financial Implication of LSP

BERERARFEIBEANEREXS

Following the abolition of Long Service Payment offset effective 1
May 2025, employers in Hong Kong are required to book a provision
for such obligation for their expected payout in the future. Since it is
an exercise of estimating future payments, an actuarial assessment
is involved because the calculation requires setting actuarial
assumptions such as future salary increase, future MPF investment
return (since employers can use MPF/ORSO benefits to offset pre-1
May 2025 obligation), discount rate, expected employee turnover
rates, expected retirement age etc.

As one of the major pension actuarial firms in Hong Kong, we have
conducted such valuations for 500+ employers. We shared at this
event some key statistics around average / median of valuations that
we have conducted. @ Some assumptions are similar among
employers such as future salary increase and expected MPF return
while others, especially employee turnover rates, vary widely
depending on industry, employee size and other factors.

The resulted provision also varies widely, not only due to the
assumptions adopted, but also due to the employee profile and the
MPF/ORSO benefits offered to employees.

Employers are keen to monitor the development, and we are pleased
to offer help if needed.
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By Elaine HWANG of WTW
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