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9 February 2006
Dr Hon Marvin CHEUNG Kin-tung, DBA Hon., SBS, JP
Chairman
Governance Sub-Committee of the Exchange Fund Advisory Committee
55th Floor, Two International Finance Centre
8 Finance Street
Central
Hong Kong

Dear Dr CHEUNG,
Panel on Financial Affairs
Policies on remuneration for and post-termination employment of
senior executives of the Hong Kong Monetary Authority
On behalf of Hon Bernard CHAN, Chairman of the Panel on Financial Affairs,
I write to invite the Governance Sub-Committee to consider the views expressed by
members of the Panel on the above subjects at the meeting on 6 February 2006 and
provide the information requested by the Panel.
On remuneration policies, some members reiterate their view that the present
remuneration level of the Chief Executive of the Hong Kong Monetary Authority
(CE/HKMA) is on the high side. In particular, they are concerned that the
remuneration level of CE/HKMA is much higher than that of the Financial Secretary
(FS), to whom he reports, and that of the Chairman of the Federal Reserve Board in
the United States. In this connection, the Panel recalls that the former Remuneration
and Finance Sub-Committee and the Exchange Fund Advisory Committee have
previously considered the matter and decided that the then remuneration level for
CE/HKMA should be maintained. To facilitate the Panel to consider how the matter
should be taken forward, the Governance Sub-Committee is invited to provide
information on the remuneration policies applicable to senior executives of HKMA,
including the criteria and factors for consideration in determining the remuneration
package for CE/HKMA and other senior executives of HKMA, and the mechanism for
pay review. The Governance Sub-Committee is also invited to consider a member’s
suggestion that in line with civil service pay policy, the remuneration for CE/HKMA
should be set at a fixed level, and the variable pay component should be removed.
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As regards the policy governing post-termination employment of senior
executives of HKMA, the Panel would like to invite the Governance Sub-Committee
to provide details about the existing policy, including the control period, sanitization
period, approving criteria and authority, and sanctions (if any). In this connection,
the Panel notes that the Sub-Committee is currently reviewing the rules on
post-termination employment in the light of the new arrangements introduced for the
civil service on 1 January 2006. The Sub-Committee is invited to take into
consideration the following views expressed by some members:
(a)

Objectives of the review
Noting the four objectives of the review as set out in the reply dated
27 January 2006 from CE/HKMA (copy attached), a member considers
that the objectives of the review should be confined to that adopted by
the Administration in conducting the review of the policy governing
post-service employment of former directorate civil servants, i.e. to
ensure that former directorate civil servants will not enter into business
or take up employment which may constitute conflict of interest (real,
potential or perceived) with their former government duties or cause
negative public perception embarrassing the Government and affecting
the image of the civil service.

(b)

Improvement measures
(i) Reference should be made to the improvement measures
introduced by the Administration on 1 January 2006, which are
finalized after consultation and detailed consideration.
In
particular, former directorate civil servants at D4 or above (or
equivalent) will be subject to a minimum 12-month sanitization
period so as to forestall real or potential conflict of interest and/or
negative public perception by instituting a 12-month break
between the officer’s government duties and outside work; and
(ii) A member suggests that all senior executives at the levels of
Executive Director and Deputy Chief Executive should be
required to obtain prior approval from the Governance
Sub-Committee (instead of CE/HKMA as required under the
current arrangement) before taking up new employment within the
control period.

The Panel would also like to invite the Governance Sub-Committee to advise
on the target date for completing the review.
I should be grateful if you would let me have your reply with the relevant
information (in both Chinese and English) by 15 March 2006. Please forward the
soft copy of your reply and the information to Ms May LEUNG at
mleung@legco.gov.hk.
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Please note that unless you raise objection, the information provided to the
Panel will be made available to the media and public and placed in the Library of the
Legislative Council. The information may also be made available on the Web Site of
the Council on the Internet.

Yours sincerely,

(Miss Salumi CHAN)
Clerk to Panel

Encl.
c.c. Hon Bernard CHAN, JP
Chairman
LegCo Panel on Financial Affairs
Mr Henry TANG, GBS, JP
Financial Secretary
(Fax: 2840 0569)
Mr Frederick MA Si-hang, JP
Secretary for Financial Services and the Treasury
(Fax: 2537 1736)
Mr Joseph YAM, GBS, JP
Chief Executive
Hong Kong Monetary Authority
(Fax: 2878 8190)
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