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(Attn: Mr Derek Lo)

Dear Mr Lo,

Finance Committee
Old Age Living Allowance

Thank you for your letter of 14 December 2012 attaching a letter from
Dr Hon Fernando CHEUNG Chiu-hung with two questions on the Old Age Living
Allowance (OALA) in respect of the Finance Committee (FC)’s approval and
financial discipline. Please find our reply as follows —

1. FC’s approval

FCR(2012-13)54 sought Members’ approval of (a) a supplementary
provision in 2012-13 for introducing the OALA and (b) an increase in the ceiling
placed on the total notional annual mid-point salary value of all non-directorate posts
in the permanent establishment of Social Welfare Department (SWD) in 2012-13 for
the implementation of OALA.

FCR(2012-13)54A informed Members that “as the FC deliberations are still
on-going, it would no longer be feasible for SWD to launch OALA in March 2013 as
scheduled, given the need to complete the preparatory tasks. The supplementary
provision of $2,575.2 million in 2012-13 which we sought under FCR(2012-13)54 is
no longer required”. Part (b) of the proposal remained valid on 7 December 2012.
Therefore, FC’s approval is specifically sought for SWD to create additional posts to
undertake preparatory work for implementing OALA as early as possible.



Having sought the FC Chairman’s agreement to the submission of a new
Agenda item with less than the stipulated six clear days’ notice under paragraph 21
of the Finance Committee Procedure, we put forward both FCR(2012-13)54 and
FCR(2012-13)54A together as a new FC agenda item (FCai) for consideration at the
meeting on 7 December 2012.  This item sought FC’s approval for the proposal to
increase the ceiling placed on the total notional annual mid-point salary value of all
non-directorate posts in the permanent establishment of SWD in 2012-13 from
$1,982.675.000 by $23,264,040 to $2,005,939,040 to create 90 non-directorate civil
service posts for implementing OALA, as set out in FCR(2012-13)54.

In approving the item, Members had not only approved an increase in the
number of posts in SWD but an increase specifically in support of the
implementation of OALA as set out in FCR(2012-13)54. The financial
implications of OALA in 2013-14 and beyond would be reflected in the Estimates of
the relevant years.

2. Financial discipline

The Government’s established financial discipline is that, in order not to
pre-empt LegCo’s decision, funding proposals for FC’s approval should, in general,
have no retrospective effect, i.e. should not take effect before the date of FC’s
approval. To facilitate elders’ understanding and provide them with financial
assistance as early as possible, the effective date for OALA was set on the first day
of the month of FC’s approval. FC has approved an increase in the number of posts
in SWD specifically in support of the implementation of OALA as set out in
FCR(2012-13)54 and FCR(2012-13)54A. As we have made it clear in the papers
that OALA would take effect on the first day of the approval month, there is no
question of this payment arrangement violating the established financial discipline.

Yours sincerely,
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( Ms Sabrina Law )
for Secretary for Financial Services and the Treasury

C.C.

Secretary for Labour and Welfare (Attn: Mr WH Chow) [Fax : 2523 1973]
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