Frequently Asked Questions
Revised Additional Wage (AW) Ceiling for 2011 and 2012

Q1. What are Ordinary and Additional Wages?

Ordinary Wages (OW) are wages due or granted wholly and exclusively in respect of an employee’s employment in
that month and payable before the due date for payment of CPF contributions for that month.

Additional Wages (AW) are wages which are not granted wholly and exclusively for the month. Examples are annual
bonus, leave pay and other payments made at intervals of more than a month.

Q2. What is the AW Ceiling and how is it computed?

The AW Ceiling sets the maximum amount of AW on which CPF contributions are payable. An employee’s AW
Ceiling is computed on a per employer per year basis.

The AW Ceiling for 2010 is $76,500 minus the total OW subject to CPF contributions for the year. With the increase
in the CPF OW Ceiling from $4,500 to $5,000 from 1 September 2011, the AW Ceiling for 2011 and 2012 will be
revised as follows:

No. | Scenarios Additional Wage Ceiling

$76,500" — Total Ordinary Wages (TOW)

1. | Employee whose last day of employment is before 1 Sep 2011 subject to CPF for 2011

(a) Employee whose last day of employment falls within the
period from 1 Sep to 31 Dec 2011; OR $79,333% — Total Ordinary Wages (TOW)

subject to CPF for 2011

(b) Employee who is still in employment on 31 Dec 2011

$85,000° — Total Ordinary Wages (TOW)

3. | Employee in employment from 1 Jan 2012 subject to CPF for 2012

! Equivalent to 17 months x $4,500
2 Equivalent to (8/12 x 17 months x $4,500) + (4/12 x 17 months x $5,000)
® Equivalent to 17 months x $5,000

Q3. I understand that there are two AW Ceiling formulae for 2011. Which formula do | use for my employee
who has served notice of his resignation in August 2011?

The formula to use is determined by the employee’s last day of employment. Please see Q2.

Q4. How is the revised AW Ceiling of $79,333 derived?

Jan 2011 Sep 2011 Dec 2011
| | |
| | |
— AN J
YT Y
OW Ceiling of $4,500 OW Ceiling of $5,000
(8 months in 2011) (4 months in 2011)

(8/12 x 17 months x $4,500) + (4/12 x 17 months x $5,000) = $79,333
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Q5. I will be paying year-end bonuses in December 2011 to all employees, including those who have left the
organisation before 1 September 2011. Which AW Ceiling formula do I use for such employees?

The year-end bonus for employees who have left the organisation before 1 September 2011 is due and payable to the
employees in December 2011. Hence, you have to use the revised AW Ceiling of $79,333 to re-compute the amount
of bonus for 2011 that attracts CPF and apply the appropriate CPF contribution rate of that month.

(Note: If the bonus for 2011 is due and payable to the employees in 2012, the 2012 AW Ceiling formula should be
used.)

Q6. How will you as an employer be affected by the revised AW Ceiling of $79,333 for 2011?

With the revision of the OW and AW Ceilings from 1 September 2011, you will need to re-calculate the amount of
AW that attracts CPF and make the necessary adjustments. Any shortfall in the CPF contributions should be paid
together with the employee’s contribution for his last month of employment or for the month of December 2011,
whichever is applicable. For a refund of excess contributions, you may submit an online application at
http://employer.cpf.gov.sg

Q7. Where can | find examples on the computation of the revised AW Ceiling for 2011 and 20127

Please refer to the Employers’ Guide to CPF, available at CPF website (http://femployer.cpf.gov.sg).
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