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February 18, 2008

To: All Relevant Employer Scheme Holders

Dear Sir/Madam,
Mandatory Provident Fund Schemes (Amendment) Ordinance 2008

The Mandatory Provident Fund Schemes (Amendment) Ordinance 2008 (hereinafter called “the
Amendment Ordinance”) was gazetted on January 18, 2008. Major amendments include: (1) the inclusion
of housing allowances and other housing benefits in the definition of “relevant income”; and (2) the removal
of the 30-day settlement period for MPF contributions.

The amendment on housing allowances will plug a loophole that employers may take advantage of to
evade their responsibilities to pay MPF contributions or to reduce the amount of relevant income by
labeling a portion of their employees’ salaries as housing allowances. The Mandatory Provident Fund
Scheme Authority (“MPFA”) will take action against non-compliant employers by taking civil action to
recover outstanding contributions and to impose surcharges, as well as institute criminal prosecutions. An
offender is liable to a maximum fine of HK$100,000 and imprisonment for six months on first conviction.

The removal of the settlement period will also streamline administration and step up enforcement action by
the MPFA against employers who deliberately delay paying MPF contributions by abusing the settlement
period. With the enactment of the Amendment Ordinance, all employers are required to make their
contributions by the contribution day, that is, within 10 days after the end of the contribution period.
Employers who fail to pay contributions on time commit an offence. In such cases a surcharge and a
financial penalty of $5,000 or 10% of the payable contribution amount (whichever is the greater) would be
imposed on them. The MPFA may also institute criminal prosecutions against defaulting employers. An
offender on conviction is liable to a maximum penalty of imprisonment for six months and a fine of
HK$100,000 on first conviction.

Your company should be aware of the above changes and take the necessary action to ensure compliance.
The Amendment Ordinance will improve the MPF System so as to better protect the interests of scheme
members.

To give you a clearer understanding of the content of the Amendment Ordinance, we are pleased to
enclose a copy of the publicity flyer issued by the MPFA and the FAQ (Chinese version only) for your
reference. Should you have any queries on the above or the Amendment Ordinance, please feel free to
contact our MASS MPF hotline at 2919 9115.

MPF Department
MassMutual Trustees Ltd.
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