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Review of Fringe Benefit Type of Civil Service Allowances

PURPOSE

This paper briefs Members on the progress of the Administration’s review
of fringe benefit type of civil service allowances.

BACKGROUND

2. At present, there are a variety of civil service allowances which were
introduced at different juncture for officers on different appointment terms.  Some of
these allowances are provided as fringe benefits and some are related to the
performance of duties. The 2004-05 actual expenditure of these alowances are
$5,411M, about 80% of which ($4,273M) is attributable to allowances that are fringe
benefits.

3. Over the years, some of the allowances provided to civil servants have
become out of step with present day circumstances and are incongruous with a
modernised civil service. Although we have already trimmed down the package of
fringe benefits available to new entrants substantially, the continued provision of
outdated fringe benefits to serving officers have attracted criticisms from members of
the public, the media and the Legidlative Council. The criticisms have become more
acute in recent years because of the fiscal stringency.

4. In response to the concerns expressed, we have undertaken to conduct a
comprehensive review on the fringe benefit type of civil service allowances. The
objectives of the current review are to explore ways to further rationalise the payment
of these allowances; to enhance control over Government expenditure on these
allowances and to achieve substantive savings; and to identify scope for improving
efficiency in the administration of these allowances. In taking forward the review, we
abide by the guiding principles of lawfulness, reasonableness and fairness.

5. We issued a consultation note on 22 September 2005 containing the
revised package of change proposals for consultation with staff. A copy of the
consultation note was sent to Members for information on the same day (see LC Paper
No. CB(1)2298/04-05). The revised proposals have been drawn up taking into
account all relevant factors, including the legal principles established in the Court of
Final Appeal (CFA)'s judgment on the pay adjustment ordinances case, staff feedback



during the phase one consultation and our policy objectives in carrying out the review.
In doing the review, we have taken care to strike a balance between the interests of
civil servants on the one hand, and the need to modernise the management of the civil
service while achieving savings on the other.

6. The consultation ended on 21 November 2005. We have received a total
of 28 submissions from individual staff and staff associations. A profile of the
submissionsisat Annex | .

FEEDBACK FROM STAFFAND PUBLIC
General comments from staff

7. Our assessment is that apart from some individual submissions, civil
servants in general consider the latest package of change proposals mild and
acceptable.  Many find that the current proposals have addressed the staff concerns
expressed in the phase one consultation. In particular, civil servants welcome the
retention of major benefits like education and housing allowances.

8. As for the central consultative councils, the staff associations under the
Senior Civil Service Council generally find the proposals moderate and acceptable.
In particular, the Hong Kong Senior Government Officers Association is pleased to see
that many suggestions raised by the staff side in the phase one consultation have been
incorporated into the latest package of proposals. It aso agrees that a careful balance
has been achieved between the need to modernise the administration of civil service
allowances and the need to protect the legitimate rights of civil servants under the
Basic Law. Noting that the latest proposals are consistent with their views, the Hong
Kong Chinese Civil Servants Association finds the latest package of change proposals
acceptable. The Association of Expatriate Civil Servants of Hong Kong opines that
although the current proposals are improvements over the original package, they still
devalue the contractual entitlements of civil servants and are unlawful and
unacceptable. The Disciplined Services Consultative Council asks for further
elaboration on the legal arguments to ameliorate the staff concerns.  The staff sides of
the Police Force Council take the view that the proposals represent a major reduction
on present conditions of service of police officers and are unlawful, unfair and
inappropriate. They remain opposed to the various proposals athough one of the
associations regards the current proposals less onerous than the original ones. The
Model Scale | Staff Consultative Council has so far offered no written comments on
the proposals. The response of various other staff bodies is generally positive as
reflected in media reports.

Public reaction
9. Our change proposals have also attracted a lot of media attention and

commentaries. Eleven newspapers have commented on the proposals in their
editorials. Ingeneral, the media carried factual reports on the proposals as well as the



historical background of the various allowances and the legal constraints in relation to
the review. Many editorials consider the package of proposals moderate and
acceptable from the civil servants' point of view; some fedl that they represent a right
step forward in reforming the civil service. Whilst there are calls for further
rationalisation or cuts, the great majority of the views expressed as reported in the
media are positive towards the review as a measure to modernise the civil service and
to reduce public expenditure.

Legal considerationsraised in the staff submissions

10. Many staff who sent in their submissions have raised concerns on the legal
basis of the change proposals. We wish to emphasise again that the Government will
be guided by the principles of lawfulness, reasonableness and fairness in taking
forward the alowance review. As advised by the Department of Justice, the
conditions of service of civil servants (those serving in the Government immediately
before 1 July 1997 included) may be varied, though not without limits, under the Basic
Law (including Article 100) and the Government’s contractual arrangement with civil
servants. It should be noted that the Memorandum on Conditions of Service (MOCYS)
issued to al civil servants, including those serving in the Government immediately
before 1 July 1997, on appointment includes a standard variation clause, whereby the
Government reserves the right to alter any of the officer’s terms of appointment and/or
conditions of service should the Government consider that to be necessary. (In
practice, any proposed change will be the subject of extensive consultation with the
staff sides and a final decision will be made only after taking full account of the staff
views.) Thus, in considering the expression “no less favourable than before” in
Article 100 of the Basic Law, it is necessary to consider al the terms of employment
before 1 July 1997, including the unilateral variation clause contained in the MOCS.

11. Based on the legal principles established by CFA’s judgment in the pay
adjustment ordinances case, Article 100 of the Basic Law does not seek to prohibit or
inhibit changes to pay, allowances, benefits or conditions of service of public officers
appointed before 1 July 1997, except to the extent that such changes make them less
favourable than those entitlements before that date. In other words, changes which
were permissible before 1 July 1997 by statute or under the unilateral variation clause
may be implemented now subject to the “no less favourable than before” test.

12. We have considered the permissible scope for changes to the fringe
benefits within the remit of the established legal principles and are of the view that the
Administration’s package of change proposals arising from the current review is
generally lawful.

13. Some staff have also mentioned that the allowances covered in this review
should be referred to as “conditions of service” rather than fringe benefits.  We wish
to emphasise that the Government is not seeking to change the nature of various
allowances provided to individual officers as conditions of service or discretionary
benefits, as the case may be, through the current review. For example, there is no
dispute that sea passage is a condition of service for eligible officers, and likewise
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leave passage allowance and some other allowances. The term “fringe benefits’ is
used to describe those allowances under review, the payment of which is generally
subject to criteria based on individual officers terms of appointment, rank, salary
point and other eligibility rules. In fact, the term “fringe benefits’ aso appears in
various versions of the MOCS that form part of the contractual arrangement between
the Government and civil servants. Such allowances can be distinguished from other
allowances the payment of which is generally conditional on job requirements (e.g.
various job-related allowances and those alowances which are related to the
performance of duties such as shift duty allowance, overtime allowance, etc.).

Comments on individual proposals

14. As regards the individual proposals, certain staff who are directly affected
by the change proposals are, understandably, more concerned about the possible
impact of the change proposals on them. However, most of the comments raised
concern the technical aspects of the change proposals (such as whether we should
allow two trips or three trips a year for the School Passage Allowance) and should not
affect the basic rationale for conducting the allowance review.

15. For easy reference, we have prepared a summary of the specific comments
received on individual proposals and the Administration’s preliminary response at
Annex Il1. Copies of all the submissions received which we have obtained consent

from the staff or staff associations concerned for release are at Annex 111.

WAY FORWARD

16. We have forwarded the submissions received during the consultation
together with the Administration’s preliminary response to the comments raised therein
to the advisory bodies on civil service salaries and conditions of service for advice.
Taking into account the comments received, the views of the advisory bodies and all
relevant considerations, we shall draw up the Administration’s final proposals and seek
the necessary approval from the Finance Committee of the Legidlative Council before
implementation. Our target is to implement the change measures as early as possible
in 2006.

Civil Service Bureau
January 2006
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Annex |

Profile of Staff Submissions

No. of submissions received : 28!

(i) from groups » 12
(if) from individuals . 15, involving 11 officers and 4 unidentified persons?

Submissions from groups

(i) Staff bodies

Hong Kong Senior Government Officers Association
Hong Kong Chinese Civil Servants’ Association
Association of Expatriate Civil Servants of Hong Kong
Disciplined Services Consultative Council (Staff Side)
Superintendents’ Association

Hong Kong Police Inspectors’ Association

Overseas Inspectors’ Association

Junior Police Officers’ Association

HKSARG Clerical Grades Staff Association

©CoNoO~WNE

(it) Departmental management
1. Hong Kong Police Force
2. Television and Entertainment Licensing Authority
3. Drainage Services Department

Submissions from individual officers
The profile of the 11 officers is as follows:
(i) 10 identified and 1 unidentified

(i) Terms of Appointment
1  Overseas Agreement officer
2  Overseas Permanent officers
7  Local Permanent officers
1  Unidentified
(Total : 11)

(iii) Department
5 Hong Kong Police Force
Drainage Services Department
Innovation and Technology Commission
Hong Kong Monetary Authority
Television and Entertainment Licensing Authority
Civil Service Bureau

PR R R

Two submissions from the same party is counted as two.

We cannot ascertain whether the unidentified submissions are made by civil servants or members of the
public.



Annex |1

Review of Fringe Benefit Type of Civil Service Allowances

EDUCATION ALLOWANCES

Over seas Education Allowance (OEA) and L ocal Education Allowance (LEA)

(A)

Existing claimants

Freeze the OEA celling rates at the existing levels in foreign currencies and no further rate adjustment in future.

Freeze the LEA ceiling rates at the existing levels and no further rate adjustment in future.

Saff’'s Comments

CSB’'sViews

Allowances are and were always meant to cover
the cost of a specific expense or a percentage
thereof. The proposal to freeze OEA and LEA
means a reduction in the percentage of subsidy. It
will lag behind the school fees when inflationary
pressures return and will quickly become valueless.
As the alowance will not be able to pay for what
was intended, this will make the officer's
conditions less favourable than 1997 and is in
breach of the Basic Law. There is no vaid
ground for departure from the rate adjustment
mechanism for LEA to link to ESF school fees asiit
is a long-standing mechanism agreed with the staff
side in the early 1980s.

Legal advice is that the change proposals in respect of LEA and OEA are consistent with
the Basic Law. It should be noted that one of the legal principles derived from the
Court of Final Appea (CFA)'s judgment on the pay adjustment ordinances is that a
variation in an allowance or benefit will be consistent with Article 100 of the Basic Law
if it does not reduce the allowance below the cash level payable on 30 June 1997 or make
the terms on which the benefit is provided less favourable than those which applied on
that date. In respect of pay, the CFA refersto “pay level” and not “purchasing power”.




Saff’'s Comments

CSB’'sViews

Cannot agree to the freezing of OEA and LEA rates
permanently, especially for LEA which is claimed
by a large number of officers. The proposed
freeze of OEA for existing claimants may force
some officers to withdraw their children from
overseas schools in the event of increase in school
fees or strong appreciation of currency, with the
additional stressfor both parents and child in trying
to reintegrate into the local school system.
Propose that, while maintaining the proposed cuts
in the celling rates, an adjustment mechanism
should be put in place, for LEA if not for OEA, so
that the allowance rates will move in tandem with
changesin tuition fees.

Taking into account all factors, including the Government’s financia stringency, we
propose that the OEA and LEA rates should be frozen for existing claimants, which
should cause minimal impact on them. Given the substantial improvement in local
education opportunities for non-Chinese speaking children in recent years, we believe
officers would be able to decide on the best course of educational arrangement for their
children.

In addition, it should be noted that the current OEA and LEA rates have been frozen
since the 1997/98 school year. Moreover, our proposal is that the OEA ceiling rates for
existing claimants will continue to be set in foreign currencies, hence any fluctuation in
currency should not have any impact on them.

We should emphasise that the provision of education allowance will continue for eligible
officers. The Administration always has the sole discretion to determine whether and
when to adjust the allowance rates.

Education allowance is in fact an investment in
human resources and should not be viewed as an
expenditure item. Besides, since the OEA and
LEA schemes have been ceased for new recruits
and the birth rate in Hong Kong is declining, the
expenditure is deemed to decrease in the longer
run. The proposed freeze of the LEA ratesis not
fair to overseas officers who have no choice but
to send their children to English Schools
Foundation schools because they are native
English speakers.

The provision of education allowance as a form of staff benefits is no longer justified
under present day circumstances. That is why the Administration has decided to
cease OEA and LEA for new recruits from 1996 and 2000 respectively.  On the other
hand, we also recognise that any substantial changes to the terms of provision of the
allowances will have a considerable impact on those eligible dependants who are
aready drawing the alowances. Having taken all relevant considerations into
account, including the Government’s fiscal condition, legal considerations, expectation
from the public, and comments from staff, we consider the present change proposals
reasonable.

We do not consider it tenable to accord a preferential treatment to officers on overseas
terms.




(B)

New claimantsjoining the scheme from the 2006-07 school year/ 2007 school year

* Reduce the OEA ceiling rates to the levels as at 30.6.1997 and no further rate adjustment in future. The OEA ceiling rates will be set in Hong
Kong dollars, based on the average daily exchange rates prevailing in the 1996-97 school year / the 1997 school year as appropriate up to

30.6.1997.

* Reduce the LEA ceiling rates to the levels as at 30.6.1997 (i.e. Primary: $ 29,925, F1 to F3: $49,650 and F4 & above: $46,313) and no further rate

adjustment in future.

Saff’'s Comments

CSB’'sViews

e OEA rates should be disbursed in foreign
currencies as the Government should have a greater
capacity to absorb the effects of exchange rate
fluctuations than individual civil servants.

We consider it more appropriate to set the ceiling rates in Hong Kong dollars because
the actual alowance is disbursed in Hong Kong dollars. This can save the
administrative costs in converting the foreign currency to Hong Kong dollars in every
single application. The exchange rate risk should level out in the long run. In fact,
according to the trend of exchange rates in the past years (see the Appendix), the
exchange rate at the 1997 level is somewhat close to the average.

Nevertheless, we are open to the idea of continuing to set the OEA ceiling rates in
foreign currencies for new claimants provided that thisis lawful.




Saff’'s Comments

CSB’'sViews

Having two separate rates is divisive and would
seriously dampen morale. It would result in
disparity of education opportunities for children
within the same family. The current proposal of
reducing the OEA and LEA rates for the new
clamants would be unfair and discriminatory to
them as they are of equa or comparable rank and
status of the existing claimants, who should enjoy
the same treatment, and be equitably treated, as the
existing clamants of OEA and LEA. The
proposal to further reduce the rate for officers who
are in the unfortunate position of having younger
children who will commence schooling later is
discriminatory.  For some junior officers the
proposed cut may preclude them from joining the
OEA scheme, restricting the benefit practically to
the enjoyment of senior civil servants.

The Administration has already concluded that OEA/LEA are no longer justified and
has therefore ceased their provision to new recruits since August 1996 and June 2000
respectively. Given that the pool of eligible officers for OEA/LEA stands at 122,000
and 152,000 respectively, it is imperative that we come up with measures to contain the
Government's expenditure in this regard. We have considered the possibility of
reducing the OEA/LEA ceiling rates for al claimants (existing and new) to the 1997
level, in the light of the CFA judgment. While this is legally feasible, a more
favourable treatment for existing claimants is justified on the ground that they have
aready made schooling arrangements for their children on the basis of the existing
OEA/LEA celling rates. We also recognise that existing claimants will have less
flexibility in changing the schooling plans, particularly for children who are already
studying abroad. Hence, we propose to freeze the allowance rates for existing
clamants in order to minimise the adverse impact on them. We fee that the
concession is appropriate from both the angle of legitimate expectation and staff
relations.

Some staff hope that the Administration can
postpone the implementation of the reduced rate of
OEA until the school year of 2007/08 to alow
them more time to arrange for their children to
study overseas. It is unreasonable to reduce the
rates for children who start to claim the allowance
from next year. It is too quick to make an
important decision. It is possible that some
affected officers may rush to send their children
prematurely or unnecessarily to study abroad in
order to qualify for the entitlement of the existing
rate of OEA before the implementation of the new
measures. This move may be detrimenta to the
officers and their family members.

Subject to the outcome of the review and the necessary approval from the Finance
Committee, if required, we expect that the approved change measures for OEA and
LEA would be promulgated sometime in mid-2006. As we have made clear our
intention to implement the change proposals starting from the 2006-07 school year in
the consultation note, staff should be able to take this into account in making plans for
their children’s overseas or local education.

In addition, starting from 22 September 2005 (the date when the consultation note was
released), the Treasury has informed all officers who have submitted an initia
application for OEA that a review is being conducted and the ceiling rates may be
reduced to the 1997 level with effect from the 2006-07 school years. As such, officers
who plan to send their children to study abroad in the coming school year should be
fully aware of the possible reduction in ceiling rate and take that into account in making
their decision.




Saff’'s Comments

CSB’'sViews

The choice of schools under OEA should be
extended to schools in other countries like
Australia, New Zealand, Singapore or Mainland
China, etc. The school fees and other related
expenses in many countries are lower than those in
the UK.

Aswe have aready taken the view that the provision of OEA is out of step with present
day circumstances, we do not consider it justified to expand the scope of the scheme.
We should point out that relaxing the country restriction alone without any
complementary measures to cap the overall expenditure on OEA will result in more
applications for OEA, which may lead to an increase in the overall expenditure despite
the proposed change measures to reduce/freeze the allowance rates. This is at odds
with the objectives of the review and we do not consider this option viable.

There are strong justifications to retain OEA for
expatriate officers to maintain ties with their home
country. The bulk of the expenditure on
education related allowances is attributable to local
officers as many of them are choosing to send their
children overseas, or English Schools Foundation
schools and international schools in Hong Kong,
and Direct Subsidy Scheme Schools.

We do not consider it tenable to accord preferential treatment to any particular group of
officers. With a large number of English Schools Foundation and international
schools providing quality education for non-Chinese speaking children in Hong Kong,
providing financial assistance for the education of eligible dependants overseas is no
longer justified.

This type of allowance is common in the private
sector.  Without recourse to recent reviews of
private sector alowances in this regard, no valid
review can be made.

According to the 2002 fringe benefits survey, children’s education benefit is not
common in the private sector. Less than 30% of the companies surveyed provide such
a benefit. Very few companies provide overseas education benefits to its local
employees, and most of them restrict the benefit to the senior staff. Even for
expatriate staff, less than 50% of the companies provide children’s education benefits
for their expatriate staff. Amongst those companies that provide education benefits to
the expatriate staff, only 60% provide both local and overseas education allowance.
Similar result is found in the 2001 fringe benefits survey.

Although the Administration has not conducted similar surveys in recent years, we do
not believe there are substantial changes in the private sector in this regard.

The proposed reduction in both OEA and LEA
rates are contrary to Basic Law provisions.

Legal advice is that the change proposals in respect of LEA and OEA are consistent
with the Basic Law.
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Review of Fringe Benefit Type of Civil Service Allowances

PASSAGE AND RELATED ALLOWANCES

(A)

Sea Passage

Starting from the 2007 sailing, the alowance rates for sea passage will be capped at the maximum allowance rates for the respective class of
travel approved for the 1997 sailing to the UK. The ceiling rates will be fixed in Hong Kong dollar equivalents, based on the exchange rate at the
time of actual payment made by the Government for the 1997 sailing (i.e. HK$67,570 for those entitled to First Class (Higher); HK$58,290 for
those entitled to First Class (Lower)).

Saff’scomments

CSB'sviews

Sea passage is a conditions of service provided to officers recruited
before 1985. It should be maintained for entitled officers without
a cap/reduction in the allowance rates.

The proposal is contrary to the Basic Law as it would not allow
staff to enjoy the same benefit to which they were entitled before 1
July 1997.

The change proposal has taken account of our policy objectives of
the review and legal considerations. We consider it reasonable to
cap the Government’s expenditure in the provision of sea passage
on the basis of the payments made by the Government for the 1997
sailing.

This passage was offered as a‘reward’ for long and loyal serviceto
expatriates in Hong Kong who were returning to the UK. It isnot
ageneral passage alowance.

The provision of sea passage has never been intended to be a
reward for long and loyal service of overseas terms officers. If
Sea passages are regarded as a reward for long service rather than
a home passage, they should also be provided to local officers.
Rewarding overseas officers alone implies that the service of an
overseas officer is more vauable than that of a local officer.
Such anotion was clearly objectionable and unacceptable.




(B)

School Passage Allowance (SPA)

Reduce the ceiling rates of SPA to the rates as at 1.7.1998 when school passage started to be provided in the form of a cash allowance instead of
economy class air tickets, with no further rate adjustment in future.

Therevised rates are : SPA Level 3: $11,800; SPA Level 2: $23,600;SPA Level 1: $17,700.

Saff’scomments

CSB'sviews

As the proposed reduction in SPA rates is not very significant,
there is no objection to the proposed changes in SPA if the present
SPA terms (other than the proposed reduction) are maintained.

The Administration is bound contractually and legally to continue
this provision to overseas terms officers.

SPA is no longer justified under present day circumstances and has
been ceased for new recruits since August 1996. Our proposal
seeks to retain the provision to eligible officers while reducing the
allowance rates to the rates as at 1.7.1998 and tightening up the
payment rules to align with the original policy intentions before
the introduction of cash allowance on 1.7.1998.

The SPA rates after reduction should still be sufficient for
purchasing air tickets during peak season.

Legal advice is that the proposals in relation to SPA is legaly
defensible.  Officers should not have a protected contractual right
to the implementation of the post 1 July 1997 rate adjustment
mechanism.

Subsume travelling expenses in the place of study under SPA without separate provision.

Saff’scomments

CSB'sviews

(See “ Travelling expenses in country of origin or place of study” in
section (C) below)

(See “Travelling expenses in country of origin or place of study” in
section (C) below)




(B)

School Passage Allowance (SPA) (con’d)

Tighten up the payment rules for SPA to align with the original purpose of the school passage benefit before the introduction of the cash
allowance on 1.7.1998, i.e. no carrying forward of SPA to the next cycle will be allowed, children aged 19 and 20 may not split their SPA (i.e.
only one return trip is allowed) while those aged below 19 may only have two splits of their SPA (i.e. two return trips) in each 12-month cycle,
the children/parents using SPA may only travel by economy class. These measures will apply to al claimants from their next SPA cycle
commencing on or after the effective date.

Saff’'s comments

CSB’sviews

It is not reasonable that children who are aged below 19 may only
have two splits of their school passage allowance when there are
normally 3 school terms in the UK. Claimants will probably use
more expensive flights to the limit of the allowance.

We have proposed to tighten up the payment rules to align them
with the original purpose of the school passage benefit before the
introduction of the cash allowance on 1.7.1998. Prior to this date,
school passages were provided in the form of economy class air

tickets. Eligible dependants aged below 19 were entitled to two
return air tickets each year.

e |f the Administration’s intention is to save money, a cap on the | ¢
maximum reimbursable alowance would suffice. Those
proposed “tightening up” measures such as restricting the number
of return trips will not necessarily achieve reduction in expenditure
but will surely attract staff grievances.

We note the staff’s views in relation to the proposed tightening up
of payment rules and will take them into account before making a
final decision.

! Theinitial SPA rates in 1998 were set with reference to the number of return passage granted then (two return tickets each year for children aged below 19, and one for
those aged between 19 or 20), having regard to the normal price differential between published fares and market fares as well as the need for most students to travel at peak
Seasons.




Saff’scomments

CSB'sviews

The combined effects of restricting the allowance to 2 trips per
year, flying economy class only and not carrying forward of
unspent alowances, mean that the maximum amount any one
claimant can spend should probably not exceed HK$18,000 per
year. Although the maximum reduction at face value is only
HK$1,500, the actual reduction will probably be closer to
HK$7,000.

We note that SPA claimants are able to purchase more than one (for
children aged 19 and 20) or two (for children aged below 19) return
tickets in each cycle at present. The SPA rates after reduction
should still be sufficient for purchasing air tickets for travelling in
peak season. Staff may use the remaining provision to cover the
travelling expenses in the place of study (which we have proposed
to subsume into SPA).

On the understanding that the payment rules are proposed to be
tightened up to reflect the “original purpose” of providing cash
allowance in lieu of air tickets in 1998, the Administration should
produce proof of such “origina purpose” and that the purpose was
accepted by the staff side at the time. Even if the said “original
purpose” could be established, the 1998 revision would amount to
a reduction of officers benefit to a level / in a manner less
favourable than what they were entitled to enjoy before 1997.
The 1998 revision is therefore inconsistent with the Basic Law.

The tightening up of payment rules seeks to reflect the origind
policy intentions before introducing the cash allowance in 1998.
Before 1.7.1998, the benefit was provided in kind, i.e. the
Government will provide two return air tickets to eligible children
before 19, and one return air ticket to children at 19 or above, in
each cycle. Our current proposal should not represent any
reduction in benefit as compared to the situation in 1997.

The limitation to “economy class’ will cause a lot of disputes
because different airlines have different naming of classes.

While different airlines may adopt different naming convention, we
understand that “economy class’ is generaly used to denote the
most basic class of travel. As such, we do not envisage significant
difficulty in administering thisrule.




Saff’scomments

CSB'sviews

The “original policy intentions” were based on the assumption that
an officer in receipt of OEA was on overseas terms and returned to
his home country in the summer to reunite with his children where
they attended school, whereas the children were entitled to two
return trips to Hong Kong to coincide with Christmas and Easter
breaks between two terms. The Administration should consider
limiting the provision of SPA (and OEA) to officers on overseas
terms only if the “original policy intentions’ were to be invoked.

While school passage benefit was originaly provided to facilitate
officers on overseas terms to send their children overseas for
education, the benefit was subsequently extended to all officers on
local terms on parity ground. We do not see valid reasons to apply
the proposed changes (or cease the provision of the benefit) to the
current pool of eligible officers selectively on the basis of their
terms of appointment.

SPA received before 2003-04 is not a taxable income. If the
proposed SPA rate is reverted to that of the 1998 level and remains
assessable, its rea value will actualy be lower than the level
before 1997, and is thus in violation of the Basic Law, i.e. less
favourable than the level they received in July 1997.

The removal of the previous tax exemption for holiday warrant and
passage w.e.f. 1.4.2003 has resulted from the enactment of the
Revenue (No. 2) Ordinance 2003, which applies to all taxpayers
and is not targeted at civil servants. Besides, the benefit was
provided in kind in 1997.  Since the reduced rate of alowance will
still enable the officers to buy two return air tickets, the actua
benefit enjoyed by officers is not worse off compared to the 1997
level.




(®)

Travelling expensesin country of origin or place of study

into SPA.

Freeze the allowance rates at the current levels (i.e. $2.19 per kilometre for adults (including children aged 16 or above) and $1.10 per kilometre
for children) for existing leave passage allowance claimants on overseas terms. Cease the allowance for all SPA claimants and subsume that

Saff’s comments

CSB’sviews

* Allowance rates cannot be capped as this will
denude the actual intent of this allowance both for
the expatriate and local terms officers.

* The proposal is contrary to the Basic Law as it
would not allow staff to enjoy the same benefit to
which they were entitled before 1 July 1997.

e The Administration did not provide any rationale
for the proposal.

As set out in the consultation note, the separate provision of travelling expenses to
LPA and SPA claimants can be traced to the days when Government passage was
provided in the form of air tickets. Now that Government passage is provided in
the form of a cash allowance, there is room for rationalising the arrangement by
ceasing the separate provision of travelling expenses. Since some officers on
overseas terms are eligible to claim Government passage in the form of air tickets
under specified circumstances?, we have proposed to retain the provision of
travelling expenses in an digible officer’'s country of origin but consider it
reasonabl e to freeze the rates at the current levels.

As for SPA, most officers have indicated that the proposed allowance rate is more
than enough to purchase two return air tickets. The remaining alowance can be
used to cover travelling expenses in the place of study.

» Staff would like to know the amount of money
that could be saved for this item and whether the
amount saved could meet the criterion of
achieving substantive savings.

The estimated savings are about $5.6M on a full-year basis and about $28.5M over
five years as indicated in the consultation note. Other than seeking to achieve
substantive savings, our objectives in pursuing the alowance review aso include
exploring ways to further rationalise the payment of allowances. We consider that
the clam for maintaining separate provision of travelling expenses is weak as
Government passage is now provided in the form of cash allowance.

2 Overseas terms officers appointed before 1.1.1998 may request an air ticket instead if the LPA isinsufficient to purchase an air ticket of his entitled class of travel.




Saff’'s comments

CSB’sviews

* The Administration should clarify how the scope
of SPA will be extended to cover claims for
reimbursement of travelling expenses.

SPA claimants may make use of any spare SPA within the ceiling rates to meet
travelling expenses in the place of study.

(D)

L eave Passage Allowance (No change)

Retain the provision of Leave Passage Allowance on its existing terms

Saff’s comments

CSB’sviews

* Staff question why theinitial proposal to make the
allowance fully non-accountable has not been
pursued as many officers would be prepared to
accept a fully non-accountable LPA if negotiated
on an individua basis, or offered as an option in a
similar fashion to the Modified Annual Leave
option.

The origina proposal put to staff consultation in June 2004 was to turn LPA into a
fully non-accountable allowance with a 15% reduction in the LPA rates to reflect the
enhanced flexibility in the use of the allowance across the board, and to cease LPA
for the family members of local terms/common terms officers who are appointed/
promoted to the directorate from a prospective date. The suggestion to provide a
choice between the existing accountable LPA and a non-accountable LPA represents
a new proposa which effectively changes the nature of provision of this benefit.
As we have now proposed to retain the allowance on existing terms, we do not
consider it necessary or justified to give an additional cash option to the claimants.




Review of Fringe Benefit Type of Civil Service Allowances

HOUSING AND RELATED ALLOWANCESAND BENEFITS

(A)

Non-accountable Cash Allowance (NCA) Scheme

New claimants

Reduce the rates of NCA to 5% below the corresponding rates of Home Financing Allowance (HFA)/Home Purchase Allowance (HPA) to restore]
the original differential between the NCA rates and HFA/HPA rates, and apply the reduced rates to al new joinees and re-joinees on re-appointment
with abreak in service. Based on the current rates, the reduced rates of NCA will be as follows —

() officerswho commence to draw NCA on or above MPS 34 (or equivalent): $11,120 to $30,790 a month; and

(i) officerswho commence to draw NCA below MPS 34 (or equivalent): $1,360 to $14,020 a month.

The rates for re-joinees on re-appointment with a break in service will be based on the scale of rates prevailing when they re-join the Scheme or the
scale prevailing when they first drew the alowance, whichever is the lesser.

Adjust the future NCA ratesin line with the annual percentage adjustment to HFA/HPA.
Impose a 3-year service requirement on officers remunerated on MPS 22-33 (or equivaent) before they may queue for a quota place to align with
the existing arrangement for comparable officers offered appointment before 1.6.2000 who may only queue for a quota after confirmation to the

permanent establishment or completion of one agreement.

Apply the rules on prevention of double housing benefits fully to Accommodation Allowance (AA) claimants opting for NCA.

Saff’s Comments CSB’sViews

Please see the comments on the Administration’s proposal to offer an| * We note that no staff comments have been received on the change
option for AAS clamants to switch to NCA; and staff feedback proposals in respect of NCA except the proposed option for AA
proposing to aso offer an option for Private Tenancy Allowance claimants to switch to NCA for which our views are provided in items
(PTA) claimant to switch to NCA. (B) and (C) below.




(B)

Accommodation Allowance (AA) Scheme

Existing claimants

Starting from a new tenancy/upon renewal of tenancy, lock the scale of allowance rates payable to an individual officer to the scale prevailing when
he commences a tenancy for the entire tenancy term, irrespective of any subsequent upward and downward annual adjustments to the allowance
rates. Officers on salary progression or promotion may continue to progress to a higher rate of allowance from the relevant scale during the|

tenancy term subject to the terms of the Scheme.

Adjust the rates of allowance according to the territory-wide rental movements, instead of the rental movements for selected districts only,

compiled by the Rating and Valuation Department (RVD)

Option to switch to NCA subject to the following conditions —

(i) the NCA Scheme as revised under the proposals put forward for that Scheme;

(ii) therate of NCA payable when the officer commences to draw the allowance must be no higher than the rate of AA applicable to the officer;

and

(iii) an officer may receive the NCA for up to a maximum of 120 months or up to hisAA entitlement period, whichever date comes first.

Saff’s Comments

CSB’'sViews

Some staff consider the locking mechanism reasonable while some
others think that they are only entitled to the slight advantage under
the present arrangement and will in fact lose out where AAS rates are
increased during a tenancy.

The locking of scaleis rejected because it undermines the only way in
which recipients can partially compensate the cost of continually
moving house as aresult of the rising costs in the housing market.

The proposal is fair and ensures a consistent arrangement between
upward and downward adjustments. At present, an officer would not
be affected by any downward adjustment during aleaseterm. Thisis
meant to avoid any hardship on the clamant as he has committed
himself to the current tenancy without knowledge of subsequent
downward adjustment. By the same token, the claimant should have
also committed himself to the tenancy without knowledge of any
subsequent upward adjustment. It is fair to extend the arrangement
to upward adjustments.




Saff's Comments

CSB’sViews

The proposed option for a non-accountable allowance is a step in the
right direction but the NCA rate fals seriously short of providing a
viable financial alternative to the AAS to which the recipients are
legally entitled.

The option is not financially viable as the NCA rates are not realistic
and it istime-limited.

Applying the rules of double housing benefits kills the NCA further
because it removes the opportunity for an officer to use a spouse's
allowance to improve his livelihood.

This proposal is unattractive in the light of the fluctuating property
market.

It is Government’s long-standing policy to promote home ownership
among civil servants. Considering that officers eligible for AA isthe
only group of civil servants who are not eligible for any form of
housing benefits that may be used for acquiring home ownership, we
have proposed the voluntary option for them to switch to NCA.
NCA is the appropriate option as it is the latest form of housing
benefits introduced for civil servants. It is a voluntary option and it
is up to individua €ligible officers to consider whether to take the
option having regard to their own circumstances.

AAS claimants are dissatisfied that this option is now proposed after
they were refused the option of Home Financing Scheme (HFS) in
mid-1990s. The existing vacant Non-departmental quarters (NDQs)
could be offered to AAS recipients as an aternativeto AAS.

Eligibility for different types of civil service housing benefits was|
specified in an officer’s terms of employment. For officers drawing
AA, such alowance is the only type of housing benefit they are
eligible for. As provison of NDQ to new entrants had ceased in
1990, to allow AA recipients to move to NDQ would pose a problem
from the policy point of view.

Propose to introduce a single, flexible, non-accountable
accommodation allowance (adjusted annually in line with the territory
wide rental indices) for AA recipients.

Among the rental assistance schemes, i.e. Rent Allowance, PTA and
AA, the former two are 100% accountable while AA is 75%
accountable. The provision of a 25% non-accountable component
has aready provided flexibility to the recipients for meeting related
expenses. Since civil service housing benefits are designed and
provided for specific purposes, turning AA into 100% non-accountable
would not be consistent with the original policy intention. Such a
proposal will also have implications on PTA and Rent Allowance
Scheme.




Saff’s Comments

CSB’sViews

As for the adjustment mechanism, it is our proposal to adjust the rates
of AA according to territory-wide rental movements. In this regard,
the staff side has earlier suggested using the territory-wide index
covering al classes of properties (i.e. from Classes A to E) while we
propose to continue to adjust the rates of AA for officers of different
salary bands according to the corresponding class of properties as at
present, i.e. Class B properties (40 — 69.9 m?) for officers below MPS
34 or equivalent, average of Class C (70 — 99.9 m?) and Class D
(100 — 159.9 m?) properties for officers between MPS 34 — 44 or
equivalent, and Class D (100 — 159.9 m?) properties for officers on or
above MPS 45 or equivalent. We consider our proposal reasonable
as it is in line with the principle that the provision of civil service
fringe benefits should be commensurate with the salary of an officer.

Other comments

* The AA rates adjustment mechanism should be revised. While
rental rises, there has been 45% drop of AAS rate from its peak 1997
value.

Being a rental assistance scheme, the Finance Committee approved in
1992 that the adjustment mechanism for AAS should follow that of
PTA, which is now adjusted according to the full year renta
movement in selected geographical areas in the preceding year. The
selected geographical areas are based on the geographical distribution
of PTA recipients. The rates have dropped by about 40% between
1997 and 2005. The downward trend is reflective of the relevant
rental market situation. Our current proposal to adjust the rates
according to territory-wide rental movementsiis to rationalize the basig
of the adjustment.




(©)

Private Tenancy Allowance (PTA)

Existing and new claimants

Starting from a new tenancy/upon renewal of tenancy, lock the scale of allowance rates payable to an individual officer to the scale prevailing when
he commences a tenancy for the entire tenancy term, irrespective of subsequent upward and downward annual adjustments to the allowance rates.
Officers on salary progression or promotion may continue to progress to a higher rate of allowance from the relevant scale during the tenancy term

subject to the terms of the Scheme.

Adjust the rates of allowance according to the territory-wide rental movements, instead of the rental movements for selected districts only,

compiled by RVD.

Saff’s Comments

CSB’'sViews

PTA clamants starting new tenancies towards the end of a financial
year should be allowed to receive the new rates, if adjusted upward,
in the following year.

Some staff consider the locking mechanism reasonable while some
others think that they are only entitled to the slight advantage under
the present arrangement and will in fact lose out where PTA rates are
increased during a tenancy.

The proposal is fair and ensures a consistent arrangement between
upward and downward adjustments. At present, an officer would not
be affected by any downward adjustment during aleaseterm. Thisis
meant to avoid any hardship on the clamant as he has committed
himself to the current tenancy without knowledge of subsequent
downward adjustment. By the same token, the claimant should have
also committed himself to the tenancy without knowledge of any
subsequent upward adjustment. It is fair to extend the arrangement
to upward adjustments.

Other comments

Similar to AAS, option should be given to PTA claimants to switch to
NCA scheme (or other schemes) with a view to saving money for the
Government.

At present, officers eligible for PTA are aready provided with the
option to switch to HFS for home purchasing assistance.




(D)
(E)

Provision of furniture and domestic appliances (F& DA)
Furniture and domestic appliances allowances (F& DAA)

Continue the provision of F&DA to occupants of Government quarters subject to availability of funds / stock and streamlined administrative

arrangements.

Abolish the F& DAA.

Saff’s Comments

CSB’'sViews

Eligible officers should be treated equitably by either abolishing both
the provision of F&DA and F&DAA or to continue with both of
them.

There is strong aversion to the proposal to abolish the F&DAA.
Many officers wish to retain the alowance, and forego the
Government’s furniture and domestic appliances, the majority of
which are bulky and old-fashioned.

Staff are in genera of the view that the proposed new arrangement
should apply to new officers newly promoted and / or becoming
eligible for F&DA. The entitlement of existing officers should not
be changed.

We have reviewed the need to continue to provide F& DA to occupants
of government quarters, irrespective of whether they are residing at
disposal sites.  Having regard to staff feedback received during the
first-phase review, we agree to continue to provide F&DA to
occupants of government quarters subject to the availability of funds
and stock. The revised proposal has adequately taken into account the
concern of officers on overseas terms (who may not establish a
permanent home in Hong Kong and may have problem in the disposal
of self-acquired furniture items on return to their home countries) and
those residing in government quarters due to operational requirements.

As for the payment of F&DAA, it is largely out of step with present
day circumstances. As a result of previous reviews, except for
officers occupying post-tied quarters, the payment of F&DAA has
been ceased for officers offered appointment on or after 1 May 1999;
and officers offered appointment before 1 May 1999 who are not
occupying quarters and who receive a substantive salary on MPS 34 to
44 (or equivaent) on or after 1 July 2000. Besides, with the
continued provision of F&DA to eligible government quarters
occupants, we consider that the needs of quarters occupants for F& DA
have been catered for and that there is a case to abolish F& DAA.




Saff’'s Comments

CSB’'sViews

Asthe Administration proposes to abolish the payment of F& DAA to
all officers, it should provide modern design F&DA items to
government quarters to fit into the present day living environment.

Except for officers occupying post-tied quarters, the provision of
F&DA isbeing phased-out. We consider it not appropriate to change|
the design of the F& DA items at this point in time.

The Administration should provide more information on those
officers who will actually receive F& DAA.

We are not certain as to the information actually required. In any
case, CSR 864 has clearly set out the eligibility criteria for the
payment of F& DAA.

The arbitrary removal of F&DAA [without compensation] is
unlawful.

In putting up the change proposals, we follow the principles of
lawfulness, reasonableness and fairness. As payment of F&DAA is
largely out of step with present day circumstances, we consider that it
should be abolished.

Staff are in support of the proposal concerning F&DA as long as the
stock continues to be issued and it is maintained in a good state of

repair.

Comment noted. As at present, the provision of F&DA would
continue to be subject to availability of funds and stock.

As for the administrative arrangements, under our current proposal, all
outgoing occupants may retain the F& DA already allocated to them
(except items regarded as fixtures (e.g. water heaters) or items that are|
usually issued on a per quarter basis (e.g. refrigerators) according to
the advice of the relevant departments) on changing quarters.
Replacement items will be provided at the replacement quarters if the|
relevant departments certify that the items aready issued to the|
officers concerned are beyond economical repair. Quarter occupants
may ask for additional F&DA having regard to the stipulated limits
and subject to availability. On further consideration, some officers
may prefer applying for re-issue of F&DA items in the replacement
quarters despite the possible need to wait for their availability in order
to save the trouble and cost for transporting the F&DA between
quarters. As such, consideration could be given to adopt a flexible
approach in that —




Saff’'s Comments

CSB’'sViews

» we maintain the current arrangement for outgoing quarter

occupants to leave behind the F& DA itemsin the existing quarters.

On moving to the replacement quarter, the officer concerned may

take up items aready issued to the replacement quarter, if any, and

apply for additional items for the replacement quarter subject to
the limits as set out in the Accommodation Regulations (ARs) and
availability of funds/stock;

as achoice, if an outgoing occupant so wish, he/she may retain the|

F&DA items (except those considered as fixtures or

non-removables) on changing quarters, subject to the limits as set

out inthe ARs;

eligible officers' claim for F& DA items will be in the order of —

— those who were directed to occupy post-tied quarters,

— those who were directed to occupy quarters on operational
grounds,

— those who were directed to move out of quarters (e.g. because
of disposa programme) and would re-occupy another
replacement quarter; and

— other quarter occupants,

Demand from officers within the same priority group will be met

on afirst-come-first-served basis subject to the limits set out in the

ARs and availability of funds/stock.




(F)

Removal allowance

Turn the removal allowance into afully non-accountable allowance and reduce the existing accountable component of the allowance by 5%. The
allowance rate will be adjusted from time to time having regard to the change in Consumer Price Index (A), as at present.

Maintain the current arrangement whereby removal alowance will normally be payable within twelve months before the vacation deadline.

Saff’'s Comments

CSB’'sViews

Staff welcome turning the allowance into fully non-accountable but
does not welcome/strongly oppose to the 5% reduction which is
arbitrary.

Staff commented that if the Administration directs them to relocate, it
should pay.

The proposed rate reduction is opposed as it will affect many police
officers already suffering under reduced pay and conditions of
service.

Taking into account staff feedback received during the first-phase
review, we have revised our original proposal and proposed to reduce|
the accountable part of the allowance by 5% instead of 25%. The|
reduction has taken account of the greater flexibility in the use of the
allowance when it is turned fully non-accountable. We note that
following a 5% reduction in the accountable component of the
allowance, the proposed new rate will generally still be able to meet
the basic removal expenses for officers in the lowest salary band (i.e.
MPS 16 or below) based on past clams. For consistency, we
propose to apply the same reduction rate to the accountable
component for al four salary bands.

The statement in the consultation note that “remova alowance will
normally be payable within twelve months before the vacating
deadlin€” needs clarification or amendment.

The current proposal aims to maintain status quo whereby removal
allowance will be payable to eligible officers affected by the quarters
disposal programme after the issue of the relevant removal notice.
From our experience in dealing with NDQ relocation exercise, the|
removal notice is normally issued twelve months before the vacation
deadline. We therefore set out in the consultation note to “maintain
the current arrangement whereby removal allowance will normally be
payable within twelve months before the vacation deadline”.

Notwithstanding the above, eligible officers have to submit their
clams after the actual remova because the actual payment of the
removal allowance is subject to the prevailing rates and terms at the|
time of the actual removal.
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(©)

Air-conditioning allowance

* Aboalish the air-conditioning alowance.

Saff’s Comments

CSB’'sViews

* Arbitrary abolition without compensation is considered inappropriate
and probably unlawful.

* The proposal to abolish the allowance is unlawful in the absence of
appropriate compensatory arrangements.

* Although no strong objection has been received from staff, it is
considered prudent and appropriate for the Administration to address
the eligible officersindividually.

In putting up the change proposals, we follow the principles of
lawfulness, reasonableness and fairness. As payment of
air-conditioning allowance is largely out of step with present day
circumstances, we consider that it should be abolished.
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(H)

Provision of hotel accommodation

Standardise the maximum period for which short-term hotel accommodation is provided to eligible officers on overseas terms on final leave at

three nights.

Remove the provision of one-night hotel accommodation to eligible officers on overseas terms before and after taking leave.

Saff’s Comments

CSB’'sViews

Staff raised strong objection to the reduction from 7 nights to 3 nights
for officers proceeding on retirement as the potential savings are
negligible.

The Administration should justify this reduction. A minimum of 7
nights is required for packing and removal of persona effects,
cleaning of the quarter, and disconnecting of utilities.

Eligible officers are normally alowed to stay in their quarters for up to
60 days after their last date of active duty. Hence there should be
adequate time for them to move out of their quarters.

As the officers concerned are normally not alowed to stay in quarters
and hotel accommodation concurrently, they need to pack and remove
their personal effects and clean up the quarters before moving into
hotel. Therefore, the time required for packing, removal and
cleaning should not affect the duration of the officers stay in hotel
accommodation. They should plan ahead when they would complete
those activities and confirm with the utility companies in advance the)
date of cessation of those services.

For disconnection of services, we gather that utility companies can
generally arrange for refund of deposits within 1 to 2 days from the
disconnection of services, except for cases where the deposit to be
refunded is relatively substantial and the refund may take as long as
two weeks.

The projected savings are trifling and do not meet the criterion of
achieving “substantive savings’.

While achieving savings is one of the objectives of the review, to
rationalize the provision of the benefits concerned is aso one of the
important objectives of the current review. As the provision of &
maximum of three nights hotel accommodation can achieve the
original purpose of providing temporary accommodation to officers
who have to vacate their quarters on final departure from Hong Kong,
we consider the proposal reasonable.
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Saff’'s Comments

CSB’'sViews

The proposal represents a diminution of benefits and is in breach of
the Basic Law.

The provision of 7 days of hotel accommodation is not excessive.
The arbitrary slashing to 3 nights is considered impractical, mean and
unlawful, and will engender poor morale.

The linked removal of 1 night accommodation for expatriate staff
must benefit from some sort of compensation.

In putting up the change proposals, we follow the principles of
lawfulness, reasonableness and fairness.

The need for the provision of one night’s hotel accommodation to
officers on overseas terms before and after taking annual and curtailed
vacation leave has diminished given the rapid development of Hong
Kong's public transportation network. We consider that the proposal
to cease this benefit follow the principles of lawfulness,
reasonabl eness and fairness.

Staff reaction to the proposed abolition of the one-night hotel
accommodation to eligible officers before and after taking leave is not
strong.

Comment noted.




13

) Hotel subsistence allowance
* Aboalish the hotel subsistence allowance.
Saff’s Comments CSB’sViews
» Staff considered it prudent to keep this alowance available in the We do not understand the point made. Under existing rule (CSR
event that any future NDQ disposal plans necessitate its use. 846), for officers appointed on overseas terms who are €ligible for
hotel accommodation in the circumstances where other quarters are|
not available, they are eligible for the allowance. With a surplus of
NDQ, it is unlikely that overseas terms officers affected by the future|
NDQ disposal programme will not be provided with replacement
guarters and be eligible for hotel subsistence alowance.
Even when eligible officers are provided with hotel accommodation
because of unavailability of quarters, with the large number of eateries
within easy reach of hotels, we consider that the payment of the
allowance is no longer justified under present day circumstances.
J) Others—Home Purchase Scheme (HPS)/Home Financing Scheme (HFS)

Saff’s Comments

CSB’'sViews

The Administration should not mention about consideration to reduce
the quota as many of the officers have to wait for 26 to 27 years
before obtaining a quota. Reduction in quota would increase the
waiting time.

It was based on the actual profile of staff that we mentioned in the
consultation note that the number of eligible officers below MPS 34
(or equivaent) who have not joined the HPS/NCA is estimated to
have decreased from 159 000 in October 1990 to 121 000 in June
2005. We would continue to monitor the position, including both
changes in waiting time and number of potential eligible officers.
Thereisno quota set for HFS.




Annex If]

Subinissions on the Review of Fringe Benefit Type of Civil Service Allowances

(A} Submissions from groups
(1) Staff bodies

Hong Kong Senior Government Officers Association
Hong Kong Chinese Civil Servants’ Association
Association of Expatriate Civil Servants of Hong Kong
Disciplined Services Consultative Council (Staff Side)
Superintendents’ Association

Hong Kong Police Inspectors’ Association

Overseas Inspectors’ Association

Junior Police Officers’ Association

HKSARG Clerical Grades Staff Association

LEHA AP

(ii) Departmental management
1. Hong Kong Police Force

2. Television and Entertainment Licensing Authority
3. “Drainage Services Department

(B) Submissions from individuals : 15 in total



(A) Submissionsfmm groups

(i) Staff bodies
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Hong Kong Senior Government Officers Association

Rim. G153, Cenural Sovernment Offices. Bast Wing, G/F. Lower Alber: Road, H.X.

Teb: 2522 4267 Fax :
18% November 2003
Mr. Joseph WP Wong
The Secretary for the Civil Service
Central Government Offices
Central, Hong Kong

AN\ Y

Dear Mr. Wofg,

The Association has carefully studied your latest proposal on the captioned subject. In
general, we found the proposal moderate and acceptable. We're also pleased to find that many
suggestions raised by the staff side in the last round of consultation have been incorporated
nto the revised proposal. A careful balance has been achieved between the need to modernize
the adnunistration of Civil Service Allowances and the need to protect the legitimate rights of

civil servants under the Basic Law.

- '
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Hewever, after wide censultation with our members, some areas of the proposal have
been identified as inadequate and required further refinement. Qur comments and suggestions

for improvement on those areas are as follows’

) Excessive currency risks borne by new claimants of Overseas Education Allowance

Under the new propoesal, the ceiling rates to new claimants joining the scheme will be
reduced to levels as at 30,6 1997 and the new OEA ceiling rates will be set at Hong Kong
dollar. Many of our colleagues expressed their concern on possible wide fluctuations of
exchange rates leading to unpredictable financial burdens, as taition fees are set in foreign
currencies. They prefer the allowance to be disbursed in forzign currencies. The Government

as a whole, however, has a greater capacity to absorb the effects of exchange rate fluctuations

We therefore propose that whils the new OFA ceiling rates could be reduced to the levels as

at 3.6 1997 1n Hong Kong dellar terms, new claimanis should be given the options to receive
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Hong Kong Senior Government Officers Association

% Rm. 312, Central Government Offices, East Wing, (/F, Lower Albert Road, H.IL

the allowance in Hong Kong dollar or in currencies of their countries of destination, with the
exchange rates fixed at those prevailing at their time of application for the allowance. Our
proposal would enable civil servants to have a more reliable estimaticn of their financial
commitment before deciding on sending their children to overseas studies. As exchange rate
fluctuations tend to average out in the long run, our preposal will not increase the financial
burden to the Administration, unless it is the intention of the Administration to use currency

risk as a means to discourage civil servants from claiming the allowance.

2) The lack of rate adiustment mechanisms for CEA and LEA

While we do not opposc to the cutting of OEA and LEA ceiling rates to levels
prevailing at 30.6.1597, we cannot agree to the freezing of these rates permanently, more so
for the TEA, which is claimed by a substantial number of officers and has a large pool of

eligible officers who may ciaim the allowance in the years ahead.

Although we have gone through a long peried of (ité:ﬂatiop since the Asian financial
crisis in the late 1990s, there are abundant signs to indicate th;,t inflation is going to pick up in
the coming years. As the educational allowances, especially the LEA, are going to be claimed
over the next 30 years, rising tuition fees in the ensuing years would render the allowances
meager after a decade or so. Tt is also unfair to new claimants who will find their allowances
worth much less in real term compared with colleagues who claimed the allowancca well
hefore them. As such, we propose that while maintaining the proposed cuts in tht, ceiling
rates, an adjustment mechanism should be put in place, for LEA if not for OEA, so that the

allowance rates wili move in tandem with changes in tuition fees.

3) Lack of flexibility of the sronosed changes in School Passage Allowance (SPAY

As a Senior School in United Kingdom usually has three terms when students
normally return to Hong Kong for family reunion. Limiting to two trips per school year has
therafore no rational basis and pavs no regard to the real life. The hmitation to “economy
it -1 1 . o ; Fal . iy PP . inia) a1 1 £
class” will alsc cause a lot of dispuie because different airlines have different paming of

classes If the Administration’s inteniion were 10 save meney, a cap ©n the maximum
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Hong Kong Senior Government Otfficers Association

FETHERSAIMGEREBMTGI3E Rm, G13, Contral Government Offices, East Wing, €/F, Lower Albert Road, LK,

Tel : 2522 4267 Fux : 2523 3319
reimbursable allowance would suffice, saving all the administrative effort to find out whether
this “economy class” rule has been breached. The SPA rate, after the proposed cut, can stiil
marginaily covers three “well-planned” (e.g. bookings during promotion) trips. If the number
of trips is capped at two annually, the claim can still be close to the ceiling for two less “well
ptanned” (e.g. greater flexibility in flight date changes) trips. Therefore, such “tightening up”
measures will not necessarily achieve reduction in expenditure but surely attract staff

grievances.

From a practical point of view, since the proposed reduction is not very significant, we
have no objection to the proposal if the present SPA terms (except for the proposed reduction)
are maintained. This will be a win-win situation: the Administration saves money and

civil servants can still enjoy the flexibility under the current arrangement.

Yours Sincerely,

e
P

JOV Wil
(3r. POON Wai—minig)

Chairman

J—
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(A) (D)3

AECS

w

BEER
Mr Joscpn W. L. W:;n/t;

Secretary for the Cifil Service

West Wing

Central Government Offices

11 ice House Strect

Central 21st November 2005

Dear Mr Wong,

Consultation Note on Review of Fringe Benefit Type of Allowances
I refer to the consultation note received via Lotus Notes on 22nd September
containing the latest proposals by your bureau for changes to allowances. The
proposals are 4 defintte improvement on the proposals made formally during 2004 on
the “first phase” and informally in early 2005 om the “second phase”. However,
having consulted the members of my association, the majority opinion is that they still
devaiue the contractual entitlements of civil servants and are therefore unacceptable.

General principles

Basic Law considerations L

v ,

It 18 clear that for several of your proposals the conce};t bemng pursued is that the
allowances In question may be reduced to the relevant cash value as at 1 July 1997,
presumably on the premise that this is permitted under the Basic Law. AECS does
not agree with this interpretation of the Basic Law provisions. The allowances under
consideration formed part of the contractual terms and conditions of serving civil
servants as at Ist July 1997 and they were so constructed as to ensure a certain level”
of financial support for civil servants relative to the actual cost of the benefit. Thus,
the contractual entitiement of civil servants is not to the cash allowance as it was at
st July 1997, but rather to a sum of money sufficient to purchase, or meet the cost of
a pre-defined portion of, a specified service or product. In certain casesyou propose
simply to abolish an allowance, not even attempting to retain the 1997 cash value.
This is clearly unlawful.

AECS and other Staff Associations cannot, on behalf of their general mermbership,
agree to the unilateral removal of the coniractmal rights of individual officers that are
guaranteed and protected under or by virtue of the Basis Law. The AECS does not
support any changes which run contrary to the Basic Law provisions without an
appropriate compensatery arrangement. Your proposals offer no offsetiing
compensation for the proposed erosion of statutority protecied benefits.

Modernising and Rationalising Allowances

The AECS 1s, 1n principle, very much in favour of modernizing conditions of service
in general. We are, however, opposed to one-sided proposals that would leave our

ASSOCIATION OF EXPATRIATE CIVIL SERVANTS OF HONG KONG



members worse off than before 1st July 97, Private sector practice is often guoted
when the executive or the administration wants to criticise civil service allowances.
Yet private sector practice allows the recipient much mare flexibility in use and less
bureaucracy in obtamning the benefits.

The administration should be making proposals which reduce the bureaucracy
and increase the flexibility of allowances but these proposals do liitle to achieve
that. [n particular, the proposals for SPA do quite the opposite.

The covering paper summarizing the proposals states that one of the objectives is to
rationalise the payment of the allowances and another is to achieve subsiantive
savings in the next few years. The AECS would welcome an explanation as to
exactly how the new proposals represent a ratjonalisation when, In most cases, they
appear o be entirely arbitrary.

Likewise, the AECS would welcome a defimition of “substantive savmngs” —As
pointed out In our response to previous proposals, the changes other than to education
and housing allowances will deliver only minimal savings and bence do not meet your
own criteria.

Alternatives - Compensation

Our understanding of court judgements to date is that if the Administration wishes to
change employment conditions some form of guid pro quo should be offered and we
would be willing to consider the propesals on that basis. Appropriate compensating
amendments to terms and conditions could include: :

=~

. ~
s moving to a five-day week; i

= abolishing the “12-day” rule governing leave;
e allowing multiple splitting of annual leave (instead of only two)

» making the LPA available as a non-accountable cash allowance, subject to a
reasonable arrangement to maintain it at a reasonable level (eg. a 3% reduction
from current levels).

The last option is clearly a win-win option since the Administration could reduce
administration costs and ABCS members would gain some flexibility. We are
surprised to find that a proposal to implement such a non-accountable allowance no
longer appears in the package.

Spegifics

Education allowances

The propesed reductions in both the overseas and local education allowances are
contrary to Basic Law provisions, since ALCS members would be in a lessfavourable

positicn when purchasing such services, in comparison to the position immediately
pefore 1 July 1997,
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For the QEA it is argued that there is an adequate free or heavily subsidized local
education system and that the existence of this means the OEA is no longer justified.
This may be true for children of Chinese-speaking officers on local terms, but it 1s not
true for children of English-speaking officers on overseas terms or lecaily-modelied
terms, who cannot use the local system. Their only viable local alternatives are the
English Schools Foundation or other international schools. Furthermore, it is
reasonable for such officers to be allowed to provide their children with the
opportunity to study in their home country to maintain their cultural links. Therefore,
the OEA should continue to be available for AECS members according to the existing
system. Any diminution of this benefit should be subject to proper compensation,

OEA should be patd as an allowance in the currency of the country of study, not
converted to HKS at the 1997 exchange rate, since the fecs are payable in that
currency, not HKS. We understand the Administration’s wish to limit its exchange
risk but see no rcason why our members should be forced to assume the risk.

Stmilar arguments apply to the LEA. English-speaking children of English-speaking
officers on overseas terms or locally-modelled terms cannot access the local system
and must use either the ESF schools or one of the international schools that provide an
English language education. It is noted from paragraph 5 of Armmex C that the ESF
fees are used as one of the benchmarks for adjustments of the LEA. For AECS
members, this is certainly as it should be. Long-serving civil servants recruited from
overseas can peint to the documents describing their terms and conditions of service
when first they were appointed. These make it clear that the ESF is considered the
government-funded public education system available for expatriates.

Clearly, we cannot countenance a de-linking of the LE# for-expatriate children from
the level of ESF fees as this would make our terms and conditions substantially worse
than before 1* July 97. (The current debate over the future of the ESF is also relevant
here. If the Government should remove or reduce the subsidy to the ESF, and fees
were to rise as a result, it would clearly be equitable for the LEA for English-speaking
officers on overseas terms or locally-modelled terms to be adjusted upwards so as to
ensure they are not disadvantaged, and that their children can continue to have access
to the public English language education system on terms no less favourable than
before).

AECS also questions whether the savings projected from your proposal concerning
LEA can be considered substantive. $8.6m over five years is less than $2m per year,
barely enough to fund one directorate post. It appears therefore that, again, the
proposal for this item does not meet your own criteria. -

Sea passage

The proposals for the sea passage are contrary {o the Basic Law provisions, as they
would not allow AECS members to epjoy the same benefit fo which they were
entitled beforc 1% July 97, without having to incur additional cost. The projected
savings of only $0.4m over five years cannot be considered substantive and therefore
do not meet your criteria.

You persist In your erroncous assertions regarding the reasons why this passage is
avallable to long-serving expatriates. We have pointed out that in reality it was re-



introduced several years after its original deletion, simply as a reward to long-serving
expatriates. In our previous comments on these proposals we asked you to explam
various features of the allowance that clearly did not support your asserticn as to its
purpose. You have not responded to such requesis, and we can only presume it is
because either you have no adequate answers or you do not wish to disclose the truth.

The ALRCS awaits an appropriate proposal that would compensate potential recipients
for the loss of benefit. Alternatively the proposal to reduce the value of this
allowance should be deleted.

School Passage Allowance

You say that the rules will be tightened to reflect the original policy intentions but
those rules were based on the assumption that an officer m recempt of OEA was on
overseas terms and returned to his/her home country in the summer and was reunited
with his/her children where they attended school. The children were entitled to two
return trips to Hong Kong to comcide with the Christmas and Easter breaks between
school terms. The benefit was later extended to officers on local tcrms. Now the
majority of recipients are not in receipt of passage allowance and need to fund three
flights per year.

To limit the passage to two trips per year is ridiculous. It will not lead to savings; it
will simply lead to recipients using more expensive flights to the limit of the
allowance, instead of using cheaper, indirect or less flexible fares.

If you really want to invoke “original policy intentions™ then perhaps you should
consider limiting OEA and SPA to officers recruited on averseas terms.

Travelling expenses in country of origin

The proposal to freeze the rates is contrary to the provisions of the Basic Law as the
value of the benefit is reduced and consequently AECS members’ terms will become
less favourable than before 1% July 97 and we therefore oppose it. You have not
offered any rationale for the proposal. We would like to know the amount of moncy
you expect to save for this item alone (i.e. excluding the irrational proposal to abolish
the same benefit for those drawing SPA). We would like to know whether the sum so
saved meets your criterion of achieving substantive savings.

Air-conditioning and furniture allowances

The proposal to abolish these allowances, no matter how insignificant and outdated
that they may seem to you, are plainly unlawful in the absence of appropriate
compensatory arrangements. We opposc the proposal.

Provision of hotel accommodation

The proposal to reduce the maximum permitted number of mights in a hotel to three
represents a diminution of bencfits leaving AECS members’ terms less favourable
than before 1% July 97. It therefore breaches the Basic Law. Morcover the projected
savings are triffing and do not meet your own criterion of achieving “substantive
savings’.




You seek to justify this reduction in benefits on the grounds that (a) it is pessible o
plan ahead to make shipping arrangements and (b) that utility companies can arrange
for refund of deposits within one or two days iollowing the disconnection of services.

From feedback from officers who have made preparations to proceed on finat leave n
recent months, we believe two days are needed to properly pack and remove the
contents of a government quarter accumulated over 20 to 30 years of service. During
this timne it 1s essential that utilifies remain connected. A further day needs to be
allowed for the flat to be cleaned and tidied up into a condition fit for returning to the
GPA, during which time the utilitics are still needed. A further day has to be allowed
for officers to be at the flat for utilitics to be disconnected and, by vour own
admission, up to two further days allowed for deposits to be refunded. Thus six full
days are required in total, requiring families to be accommodated in a hotel for a
minimum of seven nights. Thus there is clearly no basis for reducing the existing
provision.

Conclusions

All of your proposals represent a diminution of bencfits compared to those to which
AECS members are contractually entitled and compared to the statutory protection
provided by the Basic Law.

In secking to “rationalise” the allowances, for expatriate officers the appropriate
“rationale” would be to arive at a proposed system of benefits based on what is
provided to expatriates in the private sector. The “rafionale” you have applied in
arriving at your proposals simply cannot be discerned. Several of the proposals do not
meel your own criterion of nesding to deliver “substantive savings”.

Should you wish to pursue these proposals T suggest you devise a meaningful package
of compensation that I may put to AECS members. These could include measures as
summarised under “Alternatives” above.

If, on the other hand, you choose to pursue your propesals by referring them to the
relevant Standing Commissions for advice, I should be grateful if the viewpoint and
commenis from the AECS in both this, and the AECS respense to the inifal
proposals, could be conveyed to the members of the Commissions so that they can be
fully appraised of the arguments on all sides.

Yours sincerely,

e

A J Cooper
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PoLice Force COUNCIL
STAFF ASSOCIATIONS

39/F, ARSENAL HousE
PaoLice HEADQUARTERS
1 ARSENAL STREET
HonG KOoNG

L Telechone: 2840 2445
B fax 2200 4355

B Gur Rer: (26) in S5/C 1/13 Pr. 10
wpemae vour Rer: CSB/CR/PG/4-03C-002/4-1
BY FAX (2868 5068) & POST

21 November 2005
Mr. Joseph W.P. WONG, G.B.S., JP,
Secretary for the Civil Service,
West Wing, Central Government Offices,
11 Ice House Street, Central
Hong Kong.

Dear Mr. WONG,

Review of Fringe Benefit Type of Civil Service Allowances

[ refer to your letter of 22™ September 2005 on the above Review.

[attach the submissions from the Superintendents” Association (Annex A), Hong
Kong Police Inspectors” Assoctation (Annex B), Overseas Inspectors’ Association (Annex
C) and Juntor Palice officers’ Association (Annex D) for your consideration.
v
Yours sincerely,

USSR =
« - — - "
. e ‘-\\ -

Ms ]ess;tca LBUNG)\\
Staffﬁkde Secrecary_,,/
for Police Foree Council Staff Associations

C.C.

Commissioner of Police  (Attn.: SSP SR)

External

The Hon FAN Hungling, ExCo Member, ¢/o ExCo Secretariat
The Hon CHEUNG Bingleung, ExCo Member, ¢/o ExCo Secretariat
The Hon Ronald ARCULLI, ExCo Member, ¢/o ExCo Secretariat
The Hon CHENG Yiu-tong, ExCo Member, ¢/o ExCo Secretariat
Mermbers of the LegCo Public Service Panel, c/o LegCo Secretariat
Chairman, Standing Committee on Disciplined Services Salaries

and Conditions of Service

HONG KONG
SUPERINTENDENTS’ Povice INSPECTGRS’ OVERSEAS INSPECTORS’ JuNIor PoLicg OFFICERS’
ASSOCIATION ASSOCIATION ASSOCIATION
RIS BB TR g S e g




- Annex A

Review of Civil Service Allowances - 2005

Comments from the Superintendents Association,

Police Force Council Staff Side, ong Kong Police Force

(29) in SPA 2

This paper addresses the latest sel of proposals from the administration to

unilaterally vary the conditions of seyvice offered to police officers.

General Comments

2, As per Civil Service Regulations and the Memorandum on Recruitment and
Conditions of Service we would like to reiterate that this so called 'Review of Fringe Benefit
Type Civil:Service Allowances' is erroneous. These ajlowances are in fact Conditions of
Service offered on employment to police officers under differing grades and dates of
appointment. In this regard the Secretary is asked to peruse CSR 1, which clearly states,
“Government Regulations {(CSR's) regulate matters related to the ... terms of appointment and

3

conditions of service for Government servants”. A

3. Therefore as these are conditions of service offered on appointment these cannot
be altered without specific recourse to all affected officers personally and directly. The offer
of employment and such linked conditions of service are contractual matters between the
individual and the administration as the employer. Officers will need to be individually
addressed and definitive agreement or otherwise achieved from them. Force Management,
Staff Associations and others cannot emter into negotiations on behalf of individual police
officers as regards their employment contracts and conditions of service by virtue of the
Police Force Ordinance (Cap 232, Section 8 — prohibition on the formation of trades unions
and associated collective bargaining ability), the laws of contract and the Basic Law of Hong

Kong. To do so would be illegal.




Whilst the revised proposals are less onerous than the original proposals the fact

'$4

remaing that these are suggested changes to couditions of service that affect many pelice
officers both on local and overseas terms of service. All involve a reduction in condifion of
service type allowances. All involve seriously altered and reduced allowances for officers
who through no fault of their own are presently not drawing these allowances. We fail to see
what Is 'lawful, reasonable nor fair' if conditions of service are altered unilaterally as regards
sets of officers recruited under the same CSR and employment provisions. We {zil to see any
fairness in allowing scrious disparity in conditions of service occurring between two
individua! officers recruited at the same time or indeed as regards, for example, one officer
with children entering the same school cither in HK or overseas at different times. The
condition of service refates to the officer not to an arbitrary future date i time. We suggest

that the 'propaosals’ are unjust, inequitable and illegal.

5. As stated these are contractual terms and conditions of service relating to police
officers as at the 1% of July 1997 and they were stipulated and constructed under Civil Service
Regulations to ensure a certain level of benefit was bestowed to individual officers to allow
for a level of finaneial support relative to the actuai fiscal cost of the benefit. Therefore, these
benefits cannot equatc fo an arbitrary *cash allowance” given for the 1™ of July 1997 but rather
are a viable subsidy for a specified benefit offered to employed police officers working in the
service of Hong Kong, This viable subsidy component must remain in its original form or a
like replacement offered. To allow these conditions of sei:}\‘ficc t:D be replaced by a ‘cash
allowance’ will not achieve this requirement and represents a diminution of the condition of

service.

6. Under the Basic Law it is once again reiterated that these conditions of service
need to be kept in the form of their original intent and design in order to ensure that entitled
police officers continue to enjoy the berefit; as it existed on the 1% July 1997, These therefore
cannot be equated to a cash cost. To do so would be in direct breach of the Basic Law and the
decision of the Court of Appeal following the Judicial Reviews into the variation of civil

service pay.




7. in the original judicial decision 1o the Judiceal Review on civil service pay and as
supported by the Cowrt of Final Appeal, Justice Michael Hartmann referred to "moribund
allowances” and suggested that, as the government must be able to adjust the individual
allowances whilst maintaining the overall level of benefit or offering compensation for
allowances that are deleted. If this legal course of action is ignored then the presemt
‘trimming’ exercise is fatally flawed. It is therefore contended that following this judicial
decision that if the administration has decided certain allowances are out of date and need
capping, refinement or deletion then the employee must be offered either compensation or
alternative more viable allowances. This present exercise offers no such legal or fair

alternatives.

3. The letter from the SCS makes many references to cessation of certain allowances
for new recruits on key recruttment dates such as the new recruits taken into service in the
year 2000, He then uses these examples of reduced terms and eonditions of service to
somehow “justify’ a reduction in terms of service for officers already serving and recruited an
different terms. In actuality this issue bears no reference to terms of service offered to recruits
pricr to these dates. Recruits on their recruitment. either accept or do nol, the terms of
appointment offered by the admimstration as the emplever. There can be no retrospective
changes to these. The same argument relates to any suggested capping of allowances. If the
officer was offered the allowance on appointment then he is entitled to that allowance
remaining as a viable condition of service ar being m‘?eréfd a r’évision to the allowance.
Capping in effect kills the allowance at root level and allows the ailowance to gradually
wither and die. This is unacceptable and a serious breach of an employers contractual

obligations to its employee and is probably in breach of recent judicial decisions.

9, The tone and content of the proposals also alludes to the decision of the Court of
Final Appeal in June of this year in that pay can be reduced to the ‘cash terms’ as in operation
in July 1997. It is felt that should aliowances be removed, capped or varied invokes changes
to the detriment of these aflowances and as such reduces their value in beth terms of fiscal
benefit and staff benefits to the concerned officers and they are thercfore in breach of the
decisions made by the judiciary in the Court of Final Appeal. “Cash terms’ therefore cannot

be contemplated.



i0. It is also noted that the propaosal papers do not use the same criteria and structure in
reviewing zl! the identified aliowances in a like ‘across the board’ manner. Some are kept,
athers capped, and others pegeed at a cash value whilst others are unilaterally removed. This
piecemeal approach to the process lacks credibility and appears to highlight that the exercise
is nothing other than a concession to assuage the wishes of a small number of badly informed
legislators and commentators. I is ot in any way, shape or form a rational, legal nor weful
review of these allowances, Whilst the original propesals were under examination they at
least offered alternative proposals to the allowances under review, This latest set of papers

offers no alternatives.

11 Lastly, under previous administrations prior to the TUNG vears’ the Pay Survey
and Research Unit working to the Standing Cemmission on Civil Service Salaries and
Conditions of Service commissioned an annual review of “allowances and fringe benefits” on
offer to the private sector titled ‘Fringe Benefit Survey’. This exercise was a dynamic one to
gauge the ongoing packages offered to both local and expatriate staff in comparable private
companies in Hong Kong. This then allowed the administration to oversee changes and
fluctuations in these allowances, This exercise was unilaterally halted by the TUNG
administration several years ago in 2002, It is suggested that without this type of review that
ne genuine exercise to review police officers allowances can be accomplished. It is also
suggested that by diverging from this estabiished protceol that the administration broke with
established civil service procedures and therefore problems-ﬂﬁili en’iergﬂ if such protocols are
not re-established. To do otherwise would clearly highlight that the administration is not
acting in a lawful, reasonable nor fair manner, In this regard we note that the results of this
‘consultation” wili be forwarded to the Standing Commission on Civil Service Salaries and
Conditions of Service, which in itself is a clear indication that the TSANG administration

mtends to revert to proper protocols as regards, established civil service procedures and rules.




Specific Comments

12 The following comments and feedback is given regarding all the individual

allowances targeted for review,
(1). Education Allowances
(A). Gverseas Dducation Allowance (OEA)

®  Please note that this is called an Allowance and governed by Civil Service Regulations -
it is not a fringe benefit.

®  This allowance is offered to both eligible overseas and local officers. This allowance
should be retained for such eligibie officers and it should also remain viable as per the
Judicial decision of lustice Michael Hartmann. If it is to be altered then a reasonable
alternative proposal should be suggested.

®  The present condition of service was constructed to allow variations in accordance to the
average primary and secondary school fees for UK independent boarding schools in the

Lendon area, Officers so entitled should continue to be so unless they personaliy agreed

e

to a change. Yy :

®  The fact that this allowance was not offered to new recruits in 2000 is of no relevance to
officers presently entitled. It is also argued that education and school passage allowances
are fully justified. Employees working in Hong Kong on expatriate terms are routinely
offered similar job related benefits. These are gauged to ensure the allowance serves the
needs of the employee and his or her family.

®  Previously the Standing Commission on Civil Service Pay and Conditions of Service
commissioned an anaual review of employment related benetits offered to the private
sector - both to lecal and expatriate employees. Without recourse to any recent review
into these benefits - the contention is that the administration cannot make any reasonable

decision on this and similar allowances.



This ailowance was originally onlv offered to expatriate officers but in the 1980°s
extended, by the administration, to local term officers. Expatriate term officers had these
terms on recruitment and are therefore, under the rules of natural justice, in possession
of a strong expectalion to maintain them. In Hong Kong pelice officers on overseas
rerms are scverely limited as to where they can send their children to reccive an
international education linked to the English language. There are also strong justification
argaments under the issue of retaining ties with their home countries as regards family,

education and culture.

(8). Loeal Education Allowance (LEA)

Please note that this is called an Allowance and govemned by Civil Service Regulations -
it is not a fringe benefit.

Similar to the comments as regards OEA this type of allowance is also common in the
private sector. Without recourse to recent reviews of private sector allowances in this
regard no valid review can be made.

It is contended that no freezing of this allowance can be made, as this is contrary to the
decision of the CFA and to the Basic Law. [t must remain a valid and flexible allowance
with regard to the fee levels as dictated by the English Scheols Foundation. As an
official post handover language English remains an official SAR language and enhances
the international aspect of the territory. To provide for— E@_'nglisl'l based education remains
a paramount requirement for employees and this was actually the reasoning behind the
original provision of this candition of service.

The proposal offers na viable alternative. It is also divisive and ill thought through as
siblings can attract different levels of allowance in the same family, as can brother
officers recruited on the same day. This is divisive and contrary to the laws of natural

justice as regards the legitimate expectations of serving police officers affected.

(XI) Passages

{A). Sea Passage

&

Please note that this is called an Allowance and governed by Civit Service Regulations -

it is not a fringe benefit,




This condition of service relates to overseas officers recruited before 1985, It is not
outdated in that context. As a condition of service it should remain for entitied officers
who actually relate to a very small number of police officers, around 158, of whom
usually less than half actually take up the scheme, In terms of fiscal savings the savings
are derisory. It is also noted that previcus attempts to remove this provision wer
dropped on the grouads of legality and rationality. Again no altemative proposals are
offered, it is suggested that if such were, certain individuals would negotiate on this
allowance provided a reasonable counter proposal was put to them.

As stated it is noted that the envisaged savings on this proposal equate to $0.1 million
per year and 30.4 million over five years - some $400,000 only. This is a pitiful amount
and con a cost/benefit/outcome basis clearly not worth the unnecessary harm in both
tiscal terms and on a morale basis caused to long scrving expatriate police officers.
Lastly the administration is reminded that this passage was offercd as a ‘reward’ for
long and loyal service in Hony Kong to expatriates returning to the UK and is not a

general passage allowance,

{(B). School Passage Allowance (SPA)

Please note that this is called an Allowance and governed by Civil Service Regulations -
it is not a fringe benefit. )

Simitar to our arguments above and specifically as‘fg\egard's OEA this condition of
service was offered to allow expatriate officers to send their children to home countries
to be educated and maintain family ties. The fact that the administration later extended
this provision to local term officers on a parity basis is hardly the fault of the employees
and instead the responsibility of the administration. The administration is bound

contractually and legally to continue this provision.

{C). Traveling Expenses in Country of Origin or Place of Study

Please note that this is called an Allowance and governed by Civil Service Regulations -
it is not a fringe benefit,

As per our arguments above this allowance cannot be unilaterally stopped for SPA
claimants.

Likewise it cannot be capped, as this will denude the actual construction and intent of
this allowance both for cxpatriate and local term officers. In effect this action will make
the employment terms of officers so affected less favourable than the level they received

in Julv [997,

~1



(IIN. Housing

(A). Non Accountable Cash Allowance Scheme

Please note that this is called an Allowance and governed by Civil Service Regulaticns -
it is not a fringe benefit.

Officers affected by these proposals should be approached directly.

(B). Accommodation Allowance (AA) Scheme

Please note that this is calied an Allowance and governed by Civil Service Regulations -
it is not a fringe benefit.

Officers affected by these proposals should be approached directly.

It is of note here that certain provisions appear to be improvements in the rationality and
applicability of this allowance. It is a pity that this cannot be said for most of the other

proposals.

(C). Private Tenancy Allowance (PTA)

o

Please note that this is called an Allowance and governed by Civil Service Regulations -
it is not a fringe benefit. W '

Officers atfected by these proposals should be approached directly.

(D). Provision of Furniture and Domestic Appliances

Plcase note that this is called an Allowance and governed by Civil Service Regulations -
it is not a fringe benefit. 5

Again no aiternative proposals are offered. It is our contention that if individual offers
were approached and offered a reasonable and modern alternative to this allowance that

many would happily take up on such an offer.

(). Furniture and Domestic Appliances Allowances

Please note that this is called an Allowance and governed by Civil Service Regulations -
it is not & fringe benefit. |

As this is stated to be $15.7 million per annum and about $78.5 million over five years,
a substantial sum, staff wonder as to who actually receives this allowance. Further

information should be provided.




In view of the amount involved arbirary remaoval of this allowance is deemed to be

unlawhil.

(¥). Removal Allowanee

Please note that this is called an Allowance and governed by Civil Service Regulations -
it is not a fringe benetit.

The rationale to reduce administrative costs and turn this into a non-accountable
allowance is welcomed. What is not welcomed is the arbitrary reduction by 5%, a figure
somehow picked from thin air with no rational netther suggested nor advanced.

The saving is a paltry $200,000 (not $0.2 millien this time) and over 3! million over
five vears. In comparison with the latest communication from the SCS to create twelve
new directorate posts this is derisory and opposed on the grounds it will affect many

police officers already suffering under reduced pay and cenditions of serviee.

{G). Air Conditioning Allowance

Please note that this is called an Allowance and governed by Civil Service Regalaticns -
it is not a fringe benefit.

Arbitrary abolifion without compensation is considered inappropriate and probably
unlawful. Again as this allowance relates to a few officérs only, commen sense dictates
that if they were approached and offered alternative compensation then changes could
be made to future provision of thig allowance.

The amounts saved are $300,000 per annum and a mere $1.5 million over five years. It
is unfortunate that no statistics are provided on officers claiming this allowance and we
suggest that most probably do not. It is suggested that this allowance will fade away as
those entitfed move from public service. In the greater scheme of allowances this
particular one, whilst great to parade in public to pander to uninformed legislative

councillors or politicians, is not considered a serious drain on the public purse.

(¥1). Provision of Hotel Accommodation

®

Please note that this is called an Allowance and governed by Civil Service Regulaticns -

it is not a fringe benefit,



{I). Hotel Subsistence Allowance

] lease note that this is called an Allowance and governed by Civil Service Regulations -
it is not a fringe benefit.

@  The provision of seven days hotel accominedation given to expatriate staff prior to them
retiring or leaving government service is not considered excessive. The arbitrary
slashing of this to three aights is considered, impractical, mean, unlawful and on the
basis of cost against benefit a measure guaranteed to engender poor morale. Senior
police officers looking at the savings of $100,000 over one year and of $500,000 aver
five years as derisory.

®  The linked removal of the one nights accommodation for expatriate staff must benefit
from some sort of compensation. The legal judgment as handed down by Justice

Michacl Hartmann regarding ‘moribund’ allowances must be followed.

Conclusion

13. In short these proposals represent a major reduction on present conditions of
service secured by serving police officers on their appointment. These are therefore

considered unlawful, unfair and wholly inappropriate. %

14, The overall content of the review is questioned on two main grounds.
Firstly no comparison with the private sector has been sought. Second, the arbitrary
reduction, removal or capping of conditions of service regarding serving police

officers is opposed on the grounds of judicial decision and the Basic Law.

15. We would also like to point out that the Government’s intention to make
“substantive savings” would not be achieved through an overly aggressive and public

attack on the minor civil service funding arrangements contained in this review.

Chairman and Executive Committee,
Superintendents Association,

Police Force Council

18




Annex B

SRedh T REmnAET IS A e T
T EEMGER L e

=i

Reft (2) in AR HKPIA EC2005
Your Reft CSBACR/PG/AA-G30-002/4-]
Tel: 8108 6301
Fax:31865692

ernail: bkpia@police.gov.hk

Hong Kong Police Inspectors’ Association
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Website: www.hkpia.org

Mr, WONG Wing-ping, Joseph, GBS, JI

Secretary for Civil Service

18 November 2005
Dear Sir,

Review of “Fringe Benefit Type of Civil Service Allowances”

I refer to your letter of 22nd Septernber 2005 under tﬁq\.\abov,fe reference concerning the
3
2rd Thase consultation on the above subject and wish to provide comments of our

Association as follows: -

1t is proposed to reduce the numbers of 'School Passage Allowance’ entitlement (a) for children

over 19 wears to only ome round-trip claim, ond (b) for children below 19 vears to two round-trip

claims per academic year,

I note the consultation paper has provided no reason for the proposed reduction. I
would envisage the Administration will probably say that the proposed reduction is realistic
because of the consistently high fare of air-ticket at present will anyway prevent officers
from making three round-trip claims a year (These days officers are usually claiming two
round-trips only). [ believe also that the Administration will try to argue that there is no
change of the monetary value (i.e. maximum amount) of School Passage Allowance officers
were entitled in 1997, In relation to the proposed reduction, [ have however the following

observafions that must not be hastily overlooked: -

An academic year (using UK as an example) consists of three academic terms, the

proposed reduction would in effect deprive the students’ entitlement to the number of



opportunities for family reunicn as they are entitled, particularly before 1997,

The proposed change includes forbidding the carrying forward to the next year of the
unspent portion of the School Passage Allowance. Although the air-ticket fare is high at
present, officers nowadays are still able to make a total of five round-trip claims for two
consecutive acadermnic years.  Under the proposed change however, they could no longer do
the same. In addition, even if the air-ticket fares go down again in the future making the
purchasing of three round-trip tickets in one year with the School Passage Alflowance
possible, officers will in future be prevented from enjoying such benefit they are entitled
because they will be permitted to make two claims only. In thecry officers are given the
same amount of School Passage Allowance as in 1997, but in fact they are only allowed to
enjoy 2/3 of the amount and must surrender the remaining 1/3 to the Treasury. [ fail to see

any logic in the proposed ‘change’.

It was said i1 the consultation paper that "School Passage Allowance’ must be tichtened up o

reflect the ‘orioinal purpose” of the revision of the student passage benefit on 1998-07-01.

I do not believe the 'original purpose’ of the 1998 revision was 'to tighten up' student
passage benefit. To the contrary, I believe the ‘original purpose’ of the 1998 revision as
announced at the time was just to 'provide flexibility for the benefit of the officers and their
students’. The Administration is obliged to produce proo‘—fpf the alleged 'original purpose’

and proof that the said 'original purpose’ was accepted by the statf side at the time.

Even i the said 'original purpose’ could be established, the 1998 revision would
amount to a reduction of officers’ benefit to a level / in a manner less favourable than what
they were entitled to enjoy before 1997, The 1998 revision is therefore inconsistent with the

Basic Law.

Hoping that the above will receive your serious consideration in the 2o¢ Phase Review

of Civil Service Allowances.

-~ Yours faithfully,

/
{FPeter P.1.. CHAN)
for the Chairman

Heng Kong Police Inspectors” Association




Annex C
Revised Proposals on Civil Service Allowances
Comments of the Overseas Inspectors' Association
Haone Kong Police

With reference to the consultation on revised proposals on Civil
Service Allowances, issued by the Secretary for the Civil Service (SCS) on
22nd September 2005, the Overseas Inspectors' Association (OIA) of the Hong
Kong Police has the following comments.

General Matters of Principle

2. From the outset let it be clear that the OIA strongly objects 1o any
unilaterally change in contractual conditions of service, which is exactly what
- the proposals made by SCS amount to. The continued use of the phrase "fringe
benefit type allowances” serves as a focal point for the feelings of anger and
resentment that most civil servants hold towards the current administration and
SCS in particular. It is particularly galling for police officers to be faced with a
constant attack on our conditions of service given that we have specifically
sought out, and received, assurances on these conditions from Chinese officials
prior to the handover of sovereignty. Attached in hard copy to this submission
are copies of newspaper articles reflecting promises inade in 1991 and 1994, by
Mr. ZHOU Nan and Mr. LU Ping respectively, that police conditiens of service
would not be changed.

3. It was promises such as these from the Mainland authorities, and their
counterparts in Hong Kong itself, that persuaded many officers to serve on in
Hong Keng and start families. Our lovalty hds not been repaid and the broken
promises will long remain the legacy of this administration. All hopes for a new
order with the removal of Mr. TUNG have been dashed, leaving the current
SCS free to continue his attack on honest, hardworking police officers across
Hong Kong.

4. Once again, we must reiterate that we are not talking about "fringe
benefits”. As noted at paragraph 8 of the CSB rote dated 22nd September, the
administration's final proposals will be put to the Standing Commission on
Disciplined Services Salaries and Conditions of Service (SCDS) for advice.
The SCDS does not have anything to do with {ringe benefits - it is concerned
with Salaries and Conditions of Service, as its title clearly suggests.



5. The Administration yet again intends to unilaterally implement these
proposals despite the tremendous ill feeling caused by the imposition of pay
cuts in similar fashion. Agreement or otherwise to cuts in contractual
conditions of service is a matter for individual officers in consultation with the
employer.

6. The proposed savings in no way justify the exercise, especially given
that the allowances can only be claimed by an ever shrinking pool of officers.
The justification given by CSB is statistically unsound and contradictory. In
addition CSB have refused to adopt swaff suggestions that would actually
increase savings, calling into guestion the whole rationale of the exercise.

7. The OIA is of the opinion that the proposals yet again breach Article
100 of the Basic Law. The Basic Law issue apart, we are dealing here with
bencfits that have accrued to individuals as a matter of contract over many
vears of service. Therefore, we cannot agree on members' behalves to the
reduction” of any benefits, that as a matter of law have accrued to them as
individuals. For example, in the case of Accommodation Allowance, surely it
would be a more productive, and potentially less painful for Government, to
negotiate directly with the very small number of mdxvxduals who are currently
entitled to this allowance, instead of varying their cohtracts unilaterallyv?

8. The existence of a clause in the standard MOCS, reserving the
Government's "right” to vary terms and conditions of service needs to be
viewed in the context of compliance with Basic Law and contractual
requirements. We consider that the way in which the Administration is
secking to apply the clause is in no way lawful. If applied to that extent it
would effectively nullify the contract between the Government and its
employees because 1t would mean that the Government could change any
condition of the contract at any time. Clearly such a provision could not stand
under a modern interpretation of the common law relating to contracts. Nor 1s
there any offer of fair or reasonablie compensation in the proposals.

S. The OIA also takes issue (yet again) with the justification put forward
in support of these proposals. Where are the "present day circumstances”
described and what are they? According to all recent media reports the
economy 1s recovering and pay rises abound outside Government, and have
apparently done so since 2002, when police pay was first cut!




10. The proposals put forward are heing presented with a lack of good
faith. The Government has already made up its mind to untiaterally deprive
its qualifying staft of their legitimate entitlement. An example of this is the lack
of a willingness to support suggestions from the OIA in respect of
Accommodation Ajlowance, suggestions that would actually save the
Government more money. We question whether this is a reasonable way for the
(Government to treat its loyal and long-serving police officers, and whether it is
of any concern to the Govermment that such actions are bound to have a
long-term effect on loyalty and service culture.

1. What possible justification can be put forward for further aggravating
and alienating police officers by the unilateral erosion of their accrued benefits
and terms and conditions of service? How can this blatani aitack on police
officers possibly benefit Hong Kong? None of the measures proposed will have
any significant effect on Government expenditure.

12. The Administration would do well to remember the special role of the
Hong Kong Police in maintaining the social order and stable economic
environment that all of us enjoy. When deciding to become a police officer,
staff do so on the basis of receiving a salary and contractual conditions of
service. Serving as a police officer is a non—transfcﬂt{hblerprofessiﬂn and 50 we
cannot simply skip across and join another company, unlike other civil servants.
We are stuck with our decision to serve the public of Tlong Kang, a decision for
which we should not be penalised by a Government that consistently kowtows
to big business and changes makes unilateral changes to contractual conditions

of service.

Comments on Individual Praoposals

I.eave Passage Allowance

13 The OIA generally agrees that the provision of LPA must be retained
on existing terms. We note also that the CSB stance that "provision of LPA to
officers on overseas terms and direciorate officers is broadly in line with
private sector practice, and the number of eligible bfﬁcem on overseas terms
will gradually reduce" and that "the estimated savings .. are not significan!".
This reasoning applies equally to ALL other proposed cuts, given that most
allowances ceased to be offered to recruits since 1996, or 2000 at the latest.

iad



i4. However, the OlA questions why the proposal to make the allowance

fully non-accountable has not been pursued, as mooted in the initial proposals

last vear. As the Administration itself noted last year, this would provide extra
flexibility and save money on administration costs by up to 13%. Why has the
Administration ignored a valid suggestion to cut cosis and reduce
burcaucracy? The OIA believes many officers would be prepared to accept a

fully J?75‘{3_(:{'0untabIe LPA if negotiated on an individual basis, or offered as an_ :,, -
option in a similar fashion to the Modified Annual Leave option, _ '

Accommodation Allowance Scheme

15. The problems with AAS have been known to the administration for
some time and, despite repeated requests by the OIA, the Administration has
failed to address any of our members’ concerns. On the contrary, the revised
proposals serve to exacerbate the dire situation already facing members on the
AAS. As a basic indicator, the current AAS rate represents a drop of 45% from
its peak 1997 value. However, rentals prices are fast rising to previous levels,
leaving AAS claimants floundering financially. In order to understand the
problems faced by many of these officers, a single examplc 1s described below.

16. Officer A has over 14 years service in thé?\j‘For(':e and is on the AAS.
He has now moved house four times in 8 years, the latest after his landlord
increased his rent by HK$10,000- per month. The financial burden has forced
family upheaval every two years as the officer seeks new (and vastly inferior)
accommodation. Nothing in the Government's proposals seeks to resolve these
fundamental problems with the AAS and those problems will be exacerbated
when the officer's child moves into full time education, as the child will be
forced to move school every two years. This in addition to the poor child
having to continually make new friends in a new environment. The officer may
well have no option but to resign, taking with him 14 years of training and
expertisc. It is a disgraceful state of affairs.

17. The recalculation of rates is a superficial attempt to make the scheme
more "user friendly” but fails to take into account that regardless the claimant is
at the mercy of unscrupulous landlords. The proposed "locking-in" of a tenancy
to the current rate is also scandalous given that claimants have suffered for
many vears, and can currently enjoy a higher rate if it rises and keep the
starting rate if it falls, but will now be locked-in as the market rises!



18. By CSB's own admission the prevailing rates for the AAS are 12
months behind the rental market. Reliance on figures calculated by the Rating
and Valuation Department for the previous year render the prevailing AAS rate
obsolete by anywhere between 12 and 23 months, depending on the date of
tenancy. CSB aiso appear to view any new tenancy agreements taken out
before the completion of original agreements as suspicious. As mentioned,
officers do not want to move continually - apart from the emotional upheaval,
the costs associated with these moves are prohibitive, including removal
expenses, agents fees and other associated expenses.

19. It is apparent that CSB are going out of their way to make the AAS
scheme as untenable as possible. However, if they want officers off this scheme
then they must provide suitable and financially viable alternatives. They have
failed to do and this brings us to the proposed Non-Accountable Cash
Allowance Scheme, which is discussed below.

Non-Accountable Cash Allowance

20. Some officers have indicated that the option of a non-accountable
cash allowance is a small step in the right direction, albeit the amount being
offered is totally unrealistic. CSB has confirmed that the majority of OIA
members opting out of AAS to take up this proposal would draw NCA at a rate
of HK$12,830- per month. Under the proposal this rate would be fixed at 5%
below HEFS levels and would expire after 10 years. The current rate of AAS
being claimed by officers is HK$20,500- per month, and eligible officers can
receive this contractual condition of service until such time as they leave the
police force. What possible incentive is there to join the NCA scheme,
particularly in a rising property market? What scrt of "responsible” employer
forces this situation onto employees?

21 Officers are particularly disappeinted that a non-accountable cash
option (albeit totally unviable) is being opened up now when those same
officers were refused the option of HES or something similar in the mid-1950s.
Previous suggestions by the OIA to move these officers back into quarters
(another cost saving proposal) have been totally ig’hored by CSB. There are,
after all, only about 40 officers who are claiming under the AAS. Again we
question the truc motivation behind the proposals.

L)



(Orverseas Education Allowance

22. This allowance affects many officers and all are aggrieved about the
revised propesals on reductions to this allowance, for which any recruits after |
August 1996 (9 years ago) are in any event ineligible. When quoting the
increase in costs for the provision of this allowance, the Administration has
attempted to address why those costs have increased. The reasons quoted
include rising number of claimants, increased school fees and appreciation of
foreign currencies. What the Administration has failed to mention is why there
are an increased number of claimants. The answers of course lie with the
Administration itself, "hoist by its own petard".

23, If the Administration provided a suitable education system for
children in Heng Kong there would be no need for more and more parents to
send children abroad. As the quality of education in Hong Kong declines
because of ill advised Government policies, so more and more parents look
elsewhere for suitable options for their children. If the Administration had not
been threatening since 1999 to cut education allowances, no doubt fewer
claimants would have felt the need to take advantage of this condition of
service,  Which civil servant, having becen treated as shabbily as this
Government has treated civil servants since 1999;"‘5 would not want to claim
every available benefit before they disappear altogether? None, the OTA would
submit.

24, Whilst it may be politically expedient now to paint this condition of
service as "anachronistic and a throwback to the colonial era”, for those with
children going through the UK educatioﬁ‘system, or intending to do so, this is
an issue of great concern. The allowance at present levels is already insufficient
to keep pace with the rapid increase in school fees and associated costs
(guardian fees etc).

25, The allowance is subject to taxation and currency fluctuations, with
many officers already struggling to make ends meet. The proposed freeze for
current claimants can only serve to exacerbate the situation. Officers are going
to face severe financial hardship and possibly will have to withdraw children
from overseas schools, with the added stress (for parent and child) of trying to
reintegrate into the local school system.




26, Given the problems described above with existing rates, the reduction
of OEA to 1997 levels for new claimants will obviocusiy dissuade any parent
from sending children overseas. [t is fatuous to expect any parent to enter into
overseas education at today's prices when only receiving 80% of the allowance
available to cxisiing claimants. And what of the situation where one child is
already studying overseas but a sibling cannot because of ithe decrease in
allowance? What responsible employer would attempt to divide the children of
1ts employees in this way?

27. At first glance the proposals on LEA appear to be relatively innocuous.
However, this is another significant issue with implications on staff retention
and staff morale. There is no doubt that local school fees will increase,
espectally those mn the Fnglish Schools Federation (ESF), to which most
members are sending their children. The problems facing the ESF have been
widely reported, and an increase in school fees is inevitable if the standard of
tuition is to be maintained. This again, is as a resuit of cuts enforced by the
Administration.

28. The freeze in LEA will mean the allowarte will quickly lag behind
school fees, thereby reducing any perception of "assistance"” being provided to
eligible claimants. For many officers this is simply a "backdoor” pay cut. Most
officers staying on after 1997 did so in the belief that the LEA was a significant
contribution to the costs of educating any newly born or planned children. That
will no longer be the case. Reducing the aliowance for claimants who have
been eligible for many years but only now pianned a family is frankly
outrageous. The Government's assertion that fees have not risen in the last 10
years is ridiculous and has no meaning given that we have been in a recession
for most of that period. The same cannot be predicted for the next 10 years!

School Passage Allowance

29, This 1s another area of concern in which the Administration has been
extremely devious in drafling its proposals. Although the amount does not
appear to be reduced dramatically (325,100 to 323,600), the proposals indicate
a change to alfow the SPA to be split over only 2 trips. Any remaining passage
cannot be carried forward and only economy class tickets can be bought.



30. Given the price range of economy class tickets, only about
HK$18,000- of the allowance will be able to be spent, meaning the aciual
amount lost by claimants is in the region of HK$7,000- or about 30%. The UK
school system has three long holidays a yvear. Where are children supposed to
stay when they can't return to Hong Kong on the third trip? What sort of
employer deliberately sets out to split employees' children from their parents
during a school holiday. The OIA objects in the strongest terms to the

proposals that SPA can only be split over two trips. What possible justification
is there for this proposal?

Conclusion

31 The administration will purportedly now "consider” our formal
response to the proposals and consult the various advisory bodies before
making a final decision. Let it be clear that any agreement to the cuts proposed
to our contractual conditions of service will obviously open the door for this
Administration to inflict further cuts on police officers. The Government
intention to 'divide and conquer' the police force is there for all to see.

32, We would urge that instead of applying a “top down” approach, the
Administration negotiates properly with staff on that appropriate compensation
to be offered in return for the reduction of benefils proposed. However,
experience tells us that the current SCS cannot be trusted to engage in
negotiation on a basis of mutual respect. We need only look at the pay cut
legislation to see the low regard in which how this SCS views his "colleagues".
We express our total and utter lack of trust in Mr. Joseph WONG Wing-ping.

33. When secking advice from the SCDS on Salaries and Conditions of
Service, we expect the Administration to fully and frankly reflect our stance,
which is that we steadfastly oppose the proposals because:

(a) the proposals breach the Basic Law;

{b) the proposals breach Hong Kong contractual law;

(¢) the proposals have been presented in bad faith, taking no account of
promises made to police officers by seniof Mainland officials before
the change of sovereignty, upon which many of our members chose to
stay and serve Hong Kong; and

(d) the proposals are mean spirited, unreasonable and unfair.




34, Ovwerail we believe the one-sided implementation of these proposals
will generate considerable I will. We guestion whether the miniscule
monetary savings could possibly be worth the ill will generated. The
unilateral implementation of the proposals will also send a signal to the
international community that the Hong Kong Government is yet again failing
to respect contracts and the rule of law. We urge the Hong Kong Government
to honour the promises made by the Government of the Peoples Republic of

China to police officers prior to the change of sovereignty.

Executive Committee

Overseas' Inspectors Association
Hong Kong Police

Getober 2005
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Overseas Inspectors’ Association
Hong Kong Police Force

38/, Arsenal Hense
Police Headquarters,
| Arsennl Street,
Wanchas,
Hong Kong

Qun Rer: (15}in S8/A 13 Pt 2

Youa Rif: N
17" November 2005

Miss Leomia Tai

Principle Assistant Secretary for the Civil Serviee
(Housing And Bstablishment) |
Central Government Offices

Lower Albert Road

HONG KONG

Fax: 2571 20435
Dear Miss Tai, ' \,\

Accommodation Allowance Scheine
Proposals for Improvement

Thank you for your response dated 12 October 2005, We have considered in
some detall the proposals issued for consultation on 22 September 2005, We have the
following comments. '

We rannot emphasize enough the fact that in terms of employer-employee
rclations, motvation, goedwill and prastical lveliived, no other subject is of sush
serigus concem for these officers.

The solution should reflect these officer’s reasomable accommodation
rights and expectations, and take aceount the fact that all recipients were employed
before 1957 and have continued to do 5o ox the moral and legal understanding that
their conditions of service are to be no less favourable than before. Tn practical terms,
with the Hong Korg honsing market now streng again aad Interest rates increasing, this
means it 1s Lmperative that recipients are given z fair and reasonable solution which



maintains their standard of living in Heng Xong. The mechanism of the scheme should
seek to achieve this aim without financial detnment to the recipient,

Wz therefore reject locking the scale of allowance becanse this undermines
the only way in which recipients can partially compensate for the cost of comtinually
moving house as a result of the rising costs in the housing market.

In terms of the option to switch to the NCA, maintaining the exising
inflexihility of the AAS alongside an optien of a non-accountable scherne whose rate is
so low (12,839) as to be financially unviable for recipients, does not offer a realistc
solution.

The proposal to offer an option of a non-accountable allowance is a step In
the right direction in terms of acknowledging the need for greater flexibility. But to
offer a NCA with a rate of 12,839°HXD,. falls serionsly short of providing a viable
financial alfernative to the AAS to which we are legally entitled. This creates a
sitaation seriously less favourable for the claimant than before. Jt also has cumulative
regetive financial immplications coming on the baek of the series of imposed cwis in
salary. Qur research among recipients has shown that no-one in practice could now afford
the option of the NCA at the proposed rate. In addition, applymg the rules of double
kousing benefits kills the NCA further because it removes the opportunity for an officer
to use a spouse’s allowanee to improve his livelihoed

As has been previcusly explained , the existing AAS mechanism’s value has
heen undenizhly eroded in practice and a mew sajutien js vital 1o provide these civi
servants the flexibility they need. We proposc that = single, flexible, non-accountable
accommodation 2llowance (adjusted annually in line with tie territory wide rental
indices) for the limited class of AAS recipients, is the easiedt, fairest and most acceptable
solution which would go 2 long way to showing that the administration understands the
practical problems of this unigue group of recipients.  Adoption of such is without any
additional cost incurred by the administration and, in fact, may result in savings with
respect to the administration involved in overseeing the current mechanism.

In additior, as another option, we again propose that existing vacant NDQs arz
affered to AAS recipients as an altermative to AAS for as long as supply femains
available, -

We would ask you o reconsider the proposals in the light of this feedhack.

ours Sincerely,

Overseas Inspector’s Association
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Force Management Submission -
Review of Civil Sexvice Allowances

I refer to your letters of 22 Seprember 2005 and accompanying consultation
paper on the above subject which you have addressed ‘o the Police Staff Associations
and colleagues, inviting their views on the latest package of change proposals relating 10
education, passage, housing and related allowances.

2. Although Heads of Department have not been addressed or asked to commernt,
Force Management is very concerned about the ramifications that the proposals will
have on staff morale, motivation and well peing, and has therefore canvassed views and
commments frem officers through management channels.

-

3, I+ is considered necessary and appropriaie to advise you of the general staff
sentiment in response to the change proposals, and aléQ.. to comment on the individual
proposals from the management perspective.  While views received from staff have
heer inciuded for the purpose of illustration, these remarks do not fully represent the
views of the Police Staff Associations, whicil you wi]] receive under separate cover.

General Staff Sentiment

4 Frorm the outset, staff have expressed CODCEMS about the current review of civil
service allowances by the Admimstration. While they understand the objectives n
pursuing the review, they are once again intensely disappointed and dissatisfied with the
change proposals even thoupgh they have been modified from those presented during the
first exercise in 2004,

5. The vast majority of Force mermbers have restated their great discomtent with the
review exercise notwithstanding that the new sroposals may be Tegarded as mamntainng
arangements for existng claimanis of certain allowances, They consider that the
proposed reduction in sllowances will be extremely unfair to officers who 2re entitled
tut have yer o claim the zifected sllowences,  Thars I8 unapimous view that the
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divisive and create disparity among eligible officers, which is bound to affect morale.

o. There is also a widespread resentment that changes in allowances are targetted
principally at achieving a reduction in expenditure. In the past changes have been
effected so that, additionally, the administration of an allowance 1s simplified, or greater
flexibility given with regard to how it can be utilised.

7. The proposals have heightened staff anxiety about reductions in their terms of
service and possible future developments with pay. The stance of CSB over the
appointment of consultants for the review of the civil service pay adjustment mechanism
is cited as another cause for concern by staff, that their views and opinions will centinue
to be neglected by the Administration despite the efforts of their Staff Associations.

8. Staff have a very strong and negative feeling regarding the continued use of the
phrase “fringe benefit type allowances” by the Administration despite repeated requests
to cease referring them as such. They feel aggrieved at this approach by the
Administration, do not accept that the allowances under review are “fringe benefits”,
and reiterate that they are part and parcel of their conditions of service, which are
integral terms of contract that a civil servant has entered into with the Government when
he/she joined the civil service.

9. The fact that the Administration has to pass ﬁ:@lal proposals to the advisory
bodies on civil service salaries and conditions of service for dcliberation is cited as the
best indication of the nature of the allowances. It is noted that for the disciplined
services, including the Police, the Administration’s final measures of the review will be
put 1o the Standing Committee on Disciplined Services Salaries and Conditions of
Service (SCDS) for advice.

10, Additionally staff arc greatly concerned with the proposals in respect of the
freczing and/or reduction of certain allowances in that long established rate adjustment
mechanisms previously agreed with the Staff Side have been unilaterally set aside by
the Administration, including:

(2) Overseas Education Allowance (OFA)

The ceiling rates were previously adjusted having regard to the rates payable
by the UK. Government to its civil servants working overseas, which were

set based on the average primary and secondary school fees for the UK.
independenl boarding schools in the Leondon area.

The ceiling rates are revised with reference to the school fees of the English



Schools Foundation (ESF) and the basic charge in line with the standard fee
for Form 4 and Form 5 in CGovernment and aided schools set by the
Education and Manpower Bureau.

(¢c) School Passage Allowance (SPA)

The allowance rates are subject to annual adjustments on 1 April in
accordance with movements in the air farc prices as reflected in the
Composite Consumer Price Index for the 12-month pertod ending February
of the year.

(d) Travelling Expenses in the Country of Origin or Place of Study

The allowance rates are adjusted from time to time based on known
increases o British Rail fares.

{e) Removal Allowance (RA)

The maximum rates are revised from time to time in response to the change
in Consumer Price Index (A).

Staff have also commented that this does not bode wéll for future reviews of other
allowances.

1. Education Allowances

General Comments

1. Paragraph 7(a) of the consultation paper commences with the phrase
“Fducation allowances and school passage allowance (SPA) are no longer justified
under present day circumstances...”. This is scen by many staff as a somewhat ironic
statement, since for many claimants the current Government education system failed to
cater for the needs of their children. As there are only some 230 serving overseas
officers in the Force, who might as a matter of neccssity send their children to fec
paying ESF or international schools in Hong Kong, and perhaps later to boarding
schools, the bulk of the cxpenditure on cducation related allowances is attributable to
local officers.

12. It has becn widely noted that apart [rom officers choosing to send children

overseas, or ESF schools and international schools in Hong Kong, Government policy

in allowing former general subsidy schools to convert to foc paying Direct Subsidy

Scheme (DSS) schools is a major contributor to the Increase in expenditure on Local
. 3 b



Education Allowance. There are currently a total of 59 schools within the DSS system,
and 8 more will join this scheme in FY 2006/07. [For example, the popular Diocesan
Girls’ School and St. Paul’s Co-educational College will charge school fees of
HKS$38,000 and HES$48,000 per annum respectively in the 2006-07 school year.]

Specific Comments on Individual Proposals

(A} Overseas Education Allowance (OEA)

Proposals

o To frecze the OFEA ceiling rates for existing claimants at the current levels in

foreign currencies with no further rate adjustmeni in future.

s To reduce the OFA ceiling rates set in Hong Kong dollars for new claimants
from the 2006-07 school year (in the case of the UK. and Ireland) or the 2007
school vear (in the case of Australia, New Zealand and South Africa) to the
cash levels as of 30 June 1997 with no further rate adjustment in future.

Note:

The OFA ceiling rates for existing claimants ‘und the reduced OEA rates
for new claimanis in the case of the UK. are shown below for the purpose

of illustration:
Reduced Ceiling Rates
Type of Existing (10 be set in HK Dollars at the

Allowances Ceiling Rates exchange rate GBP 1 ; HK$/2.59)

Boarding  Junior: GBP 7,434  Junior: GBP 6,450 (= HK$81,206)
School Senior: GBP 9,138 Senior: GBP 7,437 (= HK$93.632)

Day School GBP [.289 GBP 1,241 (= HK$15,624)
Eligible Officers

13 This allowance is offered to both eligible local and overscas officers. The
provision ceased for new recruits offered appointmenf on or after 1 August 1996,
Currently, there are about 2,000 officers claiming the allowance and over 99% of the
students for whom OFA is claimed study in the UK. There are approximately 21,000
police officers and 4,400 civilian staff serving in the Force who entered the service
before 1 August 1996 and are therefore eligible for OEA.  On average, about 90% of
them are aged below 50.  As far as the Force is concerned, only about 8% of eligible
Force members are now claiming OLA, which 1s at a relatively low level in view of the

A2



large pool of eligibie officers.

14 The increasing number of students claiming OEA and the increase in school fees
as a pretext to reduce the allowance is not seen by staff as convincing.  Given the rapid
expansion of the civil service in the 1980s, the increase of OEA expenditure in recent
years could have heen anticipated. Staff feel that the Administration should have
planned for this situation.

Allowance Adjusiment Mechanism

15, In many officers” view, the proposal abandons the established adjustment
mechanism for the allowance i.e. based on the allowance provided by the UK.
Government to its civil servants posted overseas, with no other adjustment mechanisin
being introduced as replacement.

16. The consultation papers alse do not spcll out the rationale as to why it is
necessary to freeze these allowances, which is considered arbitrary.

Amount of Reduction

L7, Taking Boarding School Allowance for education in the UK. as reference, the
maximum allowance rates per academic year arc now ‘GBP 7,434 for Junior School
and GBP 9,138 for Senior School i.c. HKS$93,594 and HK$115,047 respectively.
(Note: The average daily exchange rate GBP 1 : HKS$12.59 for the 1996-97 school year
up to 30 June 1997 1s similarly taken for comparison purpose.) The proposed ceiling
rates for new claimants are HK$81,206 for Junior School and HK$93,632 for Senior
School.  The allowance rates would therefore be reduced by HIK$12,388 (about 13%)
for Junior School and HK$21,415 (about 19%) for Senior School.

18. In respect of Day School Allowance, the proposed reduction for new claimants
would be about HK$600 (i.e. about 4%) per academic year (again using the average
daily exchange rate GBP 1 : HK$12.59).

16. As can be seen from the calculations sbove, there are considerable differences
in the proposed allowance for those presently claiming the aliowance and those not
claiming until the 2006-07 school year.

20, It should be noted that OFEA is taxable and subject to currency fluctuations.
The proposed freeze for existing claimanls may force some officers to withdraw their
children from overseas schools in the event of increase in school fees or strong
appreciation of currency, with the additional stress for both parent and child in trying to
reintegrate mto the local school systemn.



Differential Treatment

21. Staff are adamant that all officers emploved prior to 1 August 1996 were
employed with the same eligibility for education allowances and should be eligible for
the same rates of allowance. Those officers, who although eligible but have not yet
commenced to claim, have a legitimate and reasonable expectation that they would
receive the education allowance, if applied, at the same rate as other claimants. It is
also commented that the proposed arrangements could result in disparity of cducation
opportunities for children within the same family.

22, For some junior officers the proposed prospective cut {e.g. from HKS$12,388 for
Junior School to HK$21,415 for Senior School in the U.K.) may preclude them from
joining the scheme, restricting this benefit practically to the enjoyment of senior civil
servants. 1t is also possible that some affecied officers may rush to send their children
prematurely or unnecessarily to study aboard in order to qualify for the entitlement of
the existing rate of OEA and other related allowances before the implementation of the
new measures, a move which may be detrimental to the officers and their family
members.

23. Force Management shares the view that having two separate rates is divistve and
would seriously dampen morale.

Alternaiive Places of Study

24, To meet individual needs and allow for flexibility, some officers think that the
Administration should permit officers to nse their allowances to send their children to
other countries of their choice such as Mainiand China instead of the U.K., offering
more affordable school fees and consequently a lower level of allowance.  This is also, -
in the long run, conducive to the good relationship between Mainland China and Hong
Kong.

25. Force Management supports this proposal, which appears to be worthy of morc
detailed examination.

(B) Local Education Allowance (LEA)

Proposals
s To freeze the LEA ceiling rates for existing claimants at the current levels
(i.e. Primary: $31,930, Fl to F3: $53,025, and I'4 & above: 549,238) with no

further rate adjustment in future.

o To reduce the LEA ceiling rates to the levels prevailing on 30 June 1997



(i.e. Primary: 29925 Fl o F3: 549,650, and F4 & above: 546,313} for new
claimanis joining the scheme from the 2006-07 school year with no further raie

adjustment in the future.
Eligible Officers

26. Currently, about 24,500 police officers and about 4,900 civilian staff who were
appointed before | June 2000 are eligible for LEA, of whom more than 3,700 officers
(i.e. about 13%) arc claiming the allowance,

27, To many officers, the pretext of the increase in the number of claimants and the
availability of nine years of education are not convincing enough to reduce LEA for new
claimants. Similar to OEA, all eligible officers have an expectation of being eligible
for the same rates of allowance (for all of their cligible children).

Allowance Adjustment Mechanism

28, The rate adjustment mechanism for LEA 1s hinked 1o ESF school fees, and 1s a
long-standing mechanism agreed with the Staff Side in the early 1980s. Staff have
commented that there is no valid ground for a departure from this.

Amount of Reduction

29, The June 1997 rate is about 6% less than the current rate.  In dollar terms, the
average reduction for students of primary and secondary schools will be about
HKS2,800 per academic year.

Local Education

30. Duc to their concerns over the quality of public education, many officers are
sending their children to local international schools, ESF schoels or DSS schools for
education in preference to the general subsidy schools. Officers have expressed the
view that they do not support the proposal of freezing the cxisting levels as this will
cssentlally mean that the allowance will quickly lag behind school foes when
inflationary pressures return, and will quickly become valueless.

31 Provision of a realistic level of LEA encourages staff to have their children
educated in Hong Kong and the levels should be adjusted as necessary to account for
rises in school fees.  Staff therefore strongly object to the proposed freeze at the current
jevel with no further rate adjustment to be made 1n the future.



1I. Passace and Related Allowances

General Comments

32 It has been noted that the Administration’s previous proposals in respect of
Leave Passage Allowance (LPA) have been withdrawn. Staff generally consider that
passage and related allowances should be retained in their entirety and the allowances
should become fully non-accountable to reduce administration costs and provide
flexibility.

Specific Comments on Individual Proposals

{A) Sea Passage

Proposals

o To retain the provision of sea passage at an officer’s entiiled class of travel
until it is phased out in the normal course.

e Starting from the 2007 sailing, the allowance rates for sea passage will be
capped at the maximum rates for the respectiveclass of travel approved for the
1997 sailing to the UK. The ceiling rates will be ﬁ:ted in Hong Kong dollar
equivalents, based on the exchange rate at the time of actual payment made by
the Government for the 1997 sailing i.e. HK$67,570 for those entitled io First
Class (Higher) and 1TK$58,290 for those entitled to First Class (Lower).

33, Sea passage is provided to retiring officers (over the age of 50) on overseas
permanent terms appointed on or before 1 December 1984, and to overseas agreement
officers {over the age of 50) recruited before 1 December 1984, who have 15 or more
vears service before 1 July 1997, Currently, there are 127 overseas officers eligible for
sca passage. The average take-up rate annually is around 45%. The amount of
anticipated savings is minimal i.e. $0.1 million per year.

34, Officers eligible for the allowance feel that it is part of their conditions of

service and as it is to be retained it should be paid in full, according to the established
mechanism.

(B) Schoo! Passage Allowance (SPA)

Proposals

s To reduce the ceiling rates of SPA to the rates as of 1 July 1998 with no furiher

rate adjustment in future.



SPA Level Current Rate (HK)  Proposed Raie (HK)
Level 3 $712.550 Si7.800

(for children aged 19 and 20)

Level 2 525,100 523,600
(for children aged 12 to 18)

Level ] $18,830 17,700
{for children aged below 12}

o To ceuse the carrying forward of SPA to the next cycle and the splitting of SPA
i.e. only one return trip is allowed for children aged 19 and 20 and two return
tripys for those aged below 19 in each [2-month cycle.

o Children/parents using SPA may only travel by economy class.

o To subsume travelling expenses in place of study under SPA without separate
provision and extend the scope of SPA.

o The above measures will apply io all claimanis from their next SPA cycle
commencing on or after the effeciive date. A ohe year grace period counting
from the effective date of the new measures will be imposed for clearing any
SPA accumulated from the previous cycle.

35. This allowance ceased for new recruits offered appointment on or after 1 August
1996, The July 1998 rate i1s about 6% less than the current rate.  In dollar terms, the
reduction will range from HK§750 to HKS$1,500 in each 12-month period, with an
average reduction of about HK$1,100 in respect of the three SPA levels.

36. Many officers have held the view that as a matter of principle the proposal
abandons the established adjustment mechanism for the allowance i.e. based on an index
of air fares.  This has attracted severe criticism from staff.

37. For many officers the effect of the proposals is more significant than suggested
in the consultation paper.  The combined effects of restricting the allowance o two
trips per year, flying cconomy class only and not carrying forward of unspent
allowances, mean that the maximuwrn amount any one claimant can expend should
probably not exceed HKS$I1S,000 per year.  Although the maximum reduction at face
value is only HK$1,500, the actual reduction will probably be closer to HK$7,000.

58, The UK. school system has three long holidays a year; confining the trips to

two per annum will inevitably result in extra expenses, either to bring children back (o
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Hong Kong, or to arrange proper care by guardians during one of the holidays.
Officers, particularly for existing and potential claimants with young children, object in
the strongest terms to the restrictions 1o only two return trips and consider this a bar to
family re-union.

39. Staff have also commented that SPA received before the year of assessment
2003-04 is not a taxable income. If the proposed SPA rate is reverted to that of the
1998 leve!l and remains assessable, its real value will actually be lower than the level
hefore 1997, and is thus in violation of the Basic Law 1.e. less favourable than the level
they received in July 1997.

(C) Travelling Expenses in the Country of Origin or Place oi Study

Proposals

o Tv freeze the allowance rates at the current levels for existing leave passage

allowance claimants on overseas terms.

o To cease the allowance for all SPA claimants and extend the scope of SPA to

cover reimbursement claims in this vegard.

40. The provision of travelling expenses ceased in C‘Emjuﬁction with SPA and LPA
to officers offered appointment on or after 1 August 1996 and 1 January 1999
respectively.

4]. In respect of SPA claimants, the local travelling expenses are calculated
according to the distance between the school and the airport. Children of eligible
officers under the age of 19 are entitled to two round trip claims. Those aged 19 to 21
are entitled to only one round trip claim. At present, the rates for reimbursing
travelling expenses are HK$2.19 per km for children aged 16 and above, and 11KS$1.1
per km for children aged below 16.

42, Some officers wish to clarify how the scope of SPA will be extended to cover
claims for reimbursement,  There is also sentiment that the Government has contractual
obligations to continue to provide these expenses.

1I11. Housing and Related Allowances and Benefits

General Comments

43, Although there are no major changes to the administration of housing benefits,
officers are concerned with adjustment and cessation of certain allowances.



Specitic Comments on Individaal Proposals

{A) Non-accountable Cash Allowance {NCA) Scheme

Proposals

o To reduce and restore the NCA rates for new joinees and re-joinees on
re-appointment with a break in service to 5% below the corresponding
allowances under Home Financing Scheme (HFS) and Home Purchase Scheme
(HPS).

»  To adjust the future NCA rates in line with the annual perceniage adjusiment to
the aliowance rates under HFS/IIPS so as to maintain the 5% differential.

o To impose a 3-vear service reguirement on officers on MPS 22-23 (or
equivalent) before they may queue for a guota place.

e To apply the rules on prevention of double housing benefits only to
Accommodation Allowance Scheme (AAS) claimants opting for NCA.

44, The NCA Scheme is provided to eligible recruits offered appointment on new
terms on or after 1 June 2000 for up to 120 months to assist them in acquiring home
ownership. Currently, there are 14 officers on this scheme. It is now intended,
however, to permit officers currently eligible for the Accommodation Allowance
Scheme (AAS) to opt for NCA.

45. The existing monthly NCA rates are from $12,720 to $35,250 for officers who
commence to draw NCA on or above MPS 34 (or equivalent), and $1,560 to $16,050 for
officers who commence to draw NCA below MPS 34 (or equivalent).

40. Officers currently eligible for AAS have indicated that although this option 15 2
small step in the right direction, it is not financially viable, as the amount of
non-accountable cash allowance being offered is not realistic.  TFor example, if a Police
Senjor Inspector on maximum increment (i.c. at PPS 41} opts out of AAS to take up this
proposal, he would draw NCA at a rate of HK$12,830 per month.  Under this proposal
this rate would be fixed and would expire after 10 years.when the cwrrent rate of AAS
being claimed by this officer is HK$20,380 per month and there is no time Limit.

47. This propesal s unlikely to be attractive to most AAS claimants and the chance
of persuading officers to switch across will be slim in the light of the fluctuating
property market in the last few years.



48, AAS claimants are dissatisfied that this scheme has now been proposed after
they were refused the option of Home Financing Scheme in mid-1990s.  They have
also commented that their previous suggestion to move back into quarters, which was
another cost saving proposal, was not taken any further by the Administration.

(B) Accommodation Allowance Scheme (AAS)

Proposals

o 10 lock the scale of allowance rates payable throughout the term of tenancy for
all the existing claimants.

s 1o adjust the allowance rates according o the territory-wide rental movemenis
compiled by the Rating and Valuation Department.

o To allow an option for claimants to swiich to the NCA Scheme subject to
prevailing rules and conditions with a maximum of 120 months allowance.

49, The AAS is provided to eligible officers offered appointment on overseas terms
from | October 1990 to 31 December 1998 (the last eligibie officers in the Force were
recruited in 1994).  All officers eligible for the AAS Rave already joined this scheme,
which contains a 75% accountable portion to be used foxﬁrenting accommodation, and a
25% non-accountable portion that may be used for accommodation related expenses.
The prevailing AA rates are from $11,120 (for staff with pay points below MPS 34 or
equivalent) to 340,130 (for staff with pay points at D6 — D10 or equivalent) a month.
Currently, there are 37 overseas officers on this scheme.

50. To assist with the reduction of administration costs and to enhance flexibility,
the Overseas Inspectors Association has previously submitted written improvement
proposals for this scheme to CSB, including the utilisation of vacant NDQs by AA
recipients, making the AA rates fully non-accountable, etc. They are disappointed that
CSB has failed to address their concerns, and note that AAS claimants with families
have particular difficultics with regard to frequent relocation and schooling.

51, Staff have also commented that the problems with the adjustment mechanism
have been known for some time and its revision i3 long overdue given rising rental
prices in recent vears and the current 45% drop of AAS rate from its peak 1997 value.

52, In respect of the ‘locking-in’ mechanism in the proposal, there are mixed views
from staff.  Some officers regard this to be reasonable and fair while others think that
they are only entitled to the slight advantage under present arrangement, and will in fact
lose out when AAS rates arc increased during a tenancy.



(C) Private Tenancy Allowance (PTA)

Proposals

o Tu lock the scale of allowance rates pavable to existing and new claimanis
throughowt the term of tenancy, starting from a new tenancy/upon renewal of

tenancy.

o To adjust the allowance rates according to the territory-wide rental movements
compiled by the Rating and Valuation Department.

53. The PTA is provided to eligible officers on local terms on or above MPS 34 (or
equivalent) and officers on overseas terms who were offered appointment before 1
October 1990, Presently, there are 28 local officers on the scheme.  The current PTA
rates are from $10,380 to $23,850 a month.

34. Similar comments regarding the “Jocking-in mechanism” for AAS rates apply to
the proposed PTA arrangements.

(D} Provision of Furniture and Domestic Appliances

Froposal

o To continue the provision of furniture and domestic appliances to eligible
occupants of Government quarters subject to the availability of funds and stock

and streamliined administrative arrangements.

53. There is some staff concern that the continued provision of furniture and
domestic appliances will be subject te the availability of funds/stock. Broadly
speaking, staff are in support of the proposal as long as the stock continues to be issued
and it is maintained in a good state of repair.

(E) Furniture and Domestic Appliances Allowances (FDAA)

Proposal
o Touabolish the FDAA for all eligible officers,

36. Currently, about 7,900 eofficers (including about 7,800 Junior Police Officers)
are claiming the Fumniture Allowance (lLe. HK$100 per month) and 67 officers arc
receiving the full FDAA (Le. IIKS150 per month with HKS100 from the Fumiture

Allowance and $50 from the Domestic Appliances Allowance).  Other officers (on PPS

36 and above) who jeined the HPS before Octeber 1990 are also eligible to claim the



allowances.

57. The number of Junior Police Officers eligible to claim FDAA is more than
9,900. Therc is swong aversion to this proposal. Many officers wish to retain the
allowance, and forego the Government’s furniture and domestic appliances, the majority
of which are bulky and old-fashioned and as a matter of fact, out of step with present
day designs in terms of comfort and appearance. Most Government furniture is also
seen as too bulky to fit the quarters of Junior Police Officers.

(F) Removal Allowance (RA)

Proposals

o To twrn the RA into a fully non-accountable allowance and reduce the existing

accountable component of the allowance by 5%.

Pay Point Existing Rates (HK)  Proposed Rates (I1K)
D2 and above §22,110 $21,535

(or equivalent)

MPS 38-49 and D1 $16,795 k $16,400
(or equivalent)

MPS 17-37 $10,985 510,770

{or equivalent)

MPS 16 and below 53,170 85,060

(or equivalent)

58. Removal allowance is available to officers in very specific circumstances,
including when an officer has been directed to move quarters, and also for officers
moving from Departmental Quarters into public housing under the Civil Service Public
Housing Quota.

5%, The maximum amounts of removal allowance currently range from HK$5,170
to FIK$22.110. The reduction for each claim will range from HK$110 for officers in
the lowest salary band (i.e. MPS 16 and below or equivalent) to HK$375 for officers in
the highest salary band (1.e. D2 and above or equivalent). On average, the propoesed
reduction for each claim in respect of the four salary bands is about $320 {i.e. 2.4%).

60, Claims are processed via Police Quartering Division, which checks the
accountable portion of the allowance. During FY 2004/03, 431 officers claimed the



allowance and during FY 2003/06 (up to end of October), 1,152 officers claimed the
allowance.

61, Staff welcome to streamlining of the allowance adnunistration but not at a cost
to affected officers. The 5% reduction is considered arbitrary and 1s not welcomed by
staff.  Staff feel that if the Government directs them to relocate they should expect to
nay. The proposed reduction is strongly opposed.

(G) Air-conditioning Allowance

Proposal

s 1o ceuse this allowance from a prospective date without substitute.
62. This allowance is payable to officers occupying substantively a post in the
Directorate prior to 1 May 1999,  The allowance 1s fully accountable and is payable on
a re-imbursement basis subject to a ceiling of $3,135 per air-conditioner.
63. Although no strong objection has been received regarding the abolition of this
allowance {rom the small number of eligible officers, it 1s considered prudent and

appropriate for the Government to address these officers individually,

(1) Provision of Hotel Accommodation

LProposals

s To siandardise the maximum period for which short-term hotel accommodation
is provided to eligible officers on overseas terms on final leave at three nights.

o To remove the provision of one night hotel accommodation to eligible officers

on overseas terms before and after taking leave.

64, This benefit is available for overseas officers vacating NDQs who are
proceeding on pre-retirement leave.  Currently, there are 151 overseas officers
occupying NDQs.

635, Whilst staff reaction to the proposed abolition of the one night stay for officers
procesding on or returning from annual leave has not been strong, they object to the
reduction from seven nights to three nights for officers proceeding on reticement. It is
noted that the potential savings are negligible.
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() Hotel Subsistence Allowance

Proposal

o 1o abolish this allowance.
60. The allowance is paid to officers who live in hotels when NDQs arc not
available. The current rates are HK$85 per night for an adult and a child aged four or

above, and $35 per night for a child aged below four.

67. Staff have noted the minimal take-up of this allowance. However, it may bc
prudent to keep this allowance available in the event that any future NDQ disposal plans
necessitate its use.

Overall Comuments

68, Force Management has noted that a number of items, including; reduction of
lcave passage allowance, withdrawal of leave passages for the families of local
Directorate officers, total withdrawal of final sca passage, and withdrawal of provision
of furniture and domestic appliances for quarters, have now been removed from the
revised proposals. Staff find that this withdrawal is teasonable and welcome such
move.

69. While it appears that the revised proposals have addressed some of the concerns
carlier expressed by staff, in particular those from overseas terms officers, the fact
remains that the change proposals encompass alteration or diminution to the
well-established allowances without specific recourse offered for officers both on local
and overseas terms of service. This will attract sentiment and affect morate, which
may in turn lead to strong staff reaction.

70. It is apparent that staff reaction and responscs have been particularly negative
concerning the reduced rates proposed for education and related allowances, the reduced
ceiling rates proposed for the SPA and the tightening up of the SPA payment rules as
well as the suggested cessation of fumiture and domestic appliances allowances.

71. Force Management is fully aware of the deep concern that all staff have in
relation to the current review of civil service allowances and will continue to closely
monitor developments. It is imperative that the Administration should take full
account of the staff sentiment and comments and make accurate assessment regarding
the significant impacts on staff morale and motivation when drawing up the final
proposals.
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Fiona SY YEUNC@TELA To: Louis SL LEUNG/CSB/MHKSARG@CSB
T et o008 G cc: Sammy LITELAHKSARG@TELA
418172005 09:28 AM Doreen MY TANGITELA/HKSARG@TELA

? : ‘ .
PR Urgent ) Subjact: Allowance review - Concerns about SPA
- Return Receipt

Dear Mr Leung,

In response to SCS's letter dated 22.9.05 to colleagues regarding the review of
fringe benefit type of civil service allowances, | append below the views of our staff
members on the change proposals for your consideration, please:

"Some staff are of the view that boarding schools in UK have three term
breaks in a school year, as long as there is a fixed amount of school passage
allowance for reimbursement, it is bureaucratic and unreasonable to limit the
passage for children under 19 to only two return journeys.”

Regards,

FFiona Yeung
ADS(A&P), TELA
Tel: 2534 5891
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Central Police Station
11/F, 1 Arsenal Street,
Hong Kong.

23rd September 2005

Secretary for Civil Service

(Attr: Conditions of Service Division)
Central Government Qfficers,

11/F, West Wing,

11, Tce House Street,

Hong Kong.

Dear Sir,

Review of Fringe Benefit Tvpe of Civil Service Allowances

I find it absurd that you claim to follow the guiding principles of
lawfulness, reasonableness and fairness in this arbitrary assault on Civil
Servants’ allowances, which are not fringe benefits as claimed in your
heading. These allowances are part of the conditions of service outlined
in your own Civil Service Regulations and are part of the contract between
each Civil Servant and the Government. Any non-consensual change of
that contact is a breach of that contract. Surely as a responsible employer
the Government, represented by you and your staff, should set the
example in abiding by employee contacts. If you are not prepared to
honour contracts, how can all other employees in Iong Kong expect
protection from unscrupulous bosses and corporations.

Regarding the detail of your proposals there has been no attempt
by your office to review what allowances are paid nor how much is paid in
the private sector to justify the level at which you are proposing to pay
these allowances, You have merely taken the least that you can pay in the
knowledge thatif you pay less than the level paid on 15t July 1997 you will



)

surely lose a judicial challenge. That is again setting the worst kind of
example to other employers and smacks of political expediency to placate
critics. Many employers in Hong Kong do pay various allowances for
such things as education, passages and housing and those allowances are
paid at market rates, not some arbitrarily selected rate which will avoid
judicial review. All the civil service allowances were introduced and
offered to civil servants for good reasons. You have the right to offer
different packages and contracts to new recruits who can then decide
whether they wish to enter such a contract. But you should not make the
value of allowances for which you have a contractual obligation to pay so
meager that they no longer fulfill the purpose for which they were
introduced.  Inflation abaled temporarily in Hong Kong, but not
elsewhere. The value of allowances, both monetarily and altruistically,

should be maintained by a responsible employer.

One last point that I would make is that CSR 1356 gives
entitlement to a sea passage, not a sea passage at 1997 rates, or a
percenta'ge of a sea passage fare. Officers entitled to a sea passage have
the right to that passage at the class specified in the CSR.

[ would point out that I make these comments as an officer about
to retire and who will not be affected by any of your proposals at present.
These are matters of principle. It is desperately sad to see a previously
honorable and benevolent governument cowering in the face of criticism
from the private sector which has always had ways of paying extra to
employees while complaining against open and transparent government
practices. Shame on you sir.

Yours faithfuﬂy,

( Noel D. FHowcroft)



20" October 2005

Mr. Joseph Wong

Secretary for the Civil Service

{Attn:- Conditions of Service Division)
Central Govermnment Offices,

P/, West Wing,

11, Tce House Street,

Hong Kong.

Dear Mr. Wong,

Review of Conditions of Service

| am writing to you concerning your recent letter regarding your review of some of the
civil service’s conditions of service. 1am a superintendent in the HK Police Force.
T

1 would like to comment on your proposals:- 5.

A
i

(a) Overseas Education Allowance

1 do not claim this allowance but 1 am concerned that should T decide, or need to
educate my children overseas in future, T will recetve less favourable rates that my
colleagues who are already claiming, despite the fact that our conditions of service are
similar in other respects and were the same on joining. 1 cannot agree to this.

Sccondly, I cannot agree to a freezing of the allowance. The whole purpose of the
allowance was that a percentage of the overscas education costs would be met by the
Government. | believe the percentage was taken at about 75%, but you can correct me if
[ am wrong. As you say at Annex B of your letter, payments will increase in coming
years due to “an anticipated increase in school fees” and possibly an appreciation of
foreign currencies. Consequentiy if I should take up this allowance the percentage of the
fees T must take up will be considerably higher than before. Clearly by freezing this
aliowance you will potentially be making my conditions of service considerably less
favourable than they were in 1997 and as such | believe such a freeze is in breach of the
Rasic Law.

Cont'd....2
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(b Local Education Allowanceg

Firstly let me say that [ am in receipt of this allowance and secondly as an
overseas officer whose children only speak English (one of the SARs three officjal
languages) | am limited in my choice of available schools. I cannot enroli my children in
the local school system.

Ever since | joined the Civil Service some 29 years ago the LEA has been set at
759% of the ESF fees. It has never been given a monetary value other than this. You are
now suggesting freezing the rate at the current level. Should the ESF fces rise, as would
seem inevitable, then I will be required to pay a larger percentage of the fees. Again this
would T believe (potentially) make my conditions of service far less favourable than they
were in 1997 and therefore 1 believe any such freeze would be in breach of the Basic Law.

For colleagues who might claim in the future your suggestions are even more
draconian.

[ would stress to you here that the most important thing in my life is my children
and the most important thing to my children is a decent education. As such anything you
do which might damage that will be resisted by me most strongly.

(¢)  Sea Passagc "_-.\T

[ would point out that | am one of the 177 cligible c:\wil servants for this
allowance and in all honesty { doubt very much that T will ever claim it, but that of course
is not the point. Should I wish to claim it the allowance is such that it will pay for the
class of travel to which [ am entitled. By freczing it at the 1997 level, given the
inevitable inflation and price increases (nothing ever scems to go down in price these
days), | will have to pay out of my own pocket or take a lower class of travel. This again
would in my view (potentially) make my conditions of service less favourable than they
were in 1997 and as such | believe this freeze is in breach of the Basic Law. :

(&  School Passage Allowance

1 am not claiming this allowance and my only comment here is that 1 belicve a
freeze in the allowance potentially means that the allowance will not cover what it was
-ntended for and as such trips to and from scheol will have to be paid for by the parents.
Again this is [ believe in breach of the Basic Law as it makes the conditions of services
less favourable than they were in 1997.

Cont’d .../5
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(e) Traveling expenses in the country of origin or place of study

I note that you are suggesting freezing this allowance at current levels. Sucha
freeze, given inflation, potentially will mean that my conditions of service will be less
favourable than they were in 1997 and in breach of the Basic Law.

{0 LPA, SBA and UAB

No comment, other than to say 1 am pleased these allowances will not be affected.

(¢} Iousing Alowances (NCA, AAS and PTA)

These allowances do not apply to me and T have no comment.

(i) Provision and Fumniture and Domestic Appliances

This applies to me as | occupy quarters, but [ have no comment.

(i) Furniture and Domestic Appliances Altowance

I have no comment on this, as I do not claim it and have no intention of doing so.
‘.

H Removal Allowance

1 have no objection to this proposal.

(k)  Air-conditioning Allowance

This does not apply te me.

{1y Provision of Hotel Accommodation

Regarding the proposal to cut the hotel accommaodation from seven nights to three
on leaving the civil service I strongly object. [ will have served the HK Government for
34 years when [ retire in 2010 and if the Government cannot supply me with seven days
in a hotel in order to wind up my affairs before leaving HK I think it is a very poor show.
In theory three nights might seem OK but invariably things go wrong and seven is not
unreasonable. [ do not believe any member of the public, other than the most
unreasonable, could object to this. This again would reduce my conditions of service and
make them less favourable than they were in 1997. This is therefore in breach of the

Rasic Law and 1 capnot agree to it.
Cont’d. .. /4
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The proposal to scrap the provision of accommodation before and after leave isa
hangover from the days of long leave every 2 %/ 3 years and as such I have no objection
to this.

(m)  Hotel Subsistance Allowance

1 have no objection to this proposal.
(n) HFS and HPS
[ have no comment on this as it does not apply to me.

I would like point out that when { was employed back in 1976 many of these
allowances werc the norm in the private sector and to this day pcople who have worked
for the same large organization for so long will either still be in receipt of such
allowances or will have received a financial compensation for giving them up. 1 would
also add that unlike the private sector T received some guarantees about my conditions of
service in the Basic T.aw , which have been upheld in the recent CFA decision. Despite
that case going against us, the civil servants, it did re-iterate the point that you cannot
make our conditions of service less favourable that they were in 1997. 1believe that any
proposal to freeze allowances at current levels or 1997 level will make the conditions of
service less favaourable as the allowance will not be able tq pay for what was intended.
To say that because the allowance is the same ot better than the 1997 tevel and therefore
does not breach the Basic Law is wrong. Allowances are and were always meant to
cover the cost of a specific expense or a percentage thereof.

Finally I would add that when I joined the Civi! Service back in 1976 1 agreed to
accept the Conditions of Service under which [ am employed. [ stress the “1”. Tt you
wish to change or alter my conditions of service you must negotiate with me and my staff
association can only recommend your proposals to me one way ot the other, they cannot
agree to them on my behalf. I do not want to hear a repeat of the ridiculous claim you
made about pay when you said that we, the civil service, agreed to the cut when I most
certainly did not.

In the private sector, which you love to quote, if an individual employee’s
conditions of service are changed then the employer sits down with the employee and
makes an offer. Tremember some years back when { was offered annual leave instead of
long leave by the Government and thereby my conditions of service were altered 1 was
given the opportunity to either accept or decline and 1 sce no reason for you not to repeat
the procedure here. I do not believe you have the right to change my conditions of
service, without my agreement. :

Cont’d.. /5
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Could you please acknowledge receipt of this submission.

Yours faithfilly,

/f‘—'—-'—‘h_’“—__\‘
(/ T

< <
i G»_,“—::—\E—»:‘t}%?z‘“i, \?

($.B. Tarrant)

C.C. Commissioner of Police
Chairman of the SPA
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CSBCOS

A "Thomas CW OR” <tor@itc.gov. b
gl <csheas@esh,.govhiks
BRI 2005511 A17H T4 02:20

FE: Review of Fringe Benelit Type of Civil Service Allowances

Diear Sirs,

T would like to comment on the proposed changes to the following civil
service allowances set our in the latest package of change proposals;

education atlowances
furniture and domestic apphances allowances

FEducanon Allowances

Tt is noted that the Civil Services Bureau (CSB) proposes that different

rates are to be applicable to the existing and new claimants of both the
QOverseas Bducation Allowance (OEA) and Local Education Allowance (LEA),
with the effect that the CEA and LEA rates for the new claimants would be
reduced by as much as around 27% for the OEA and 6% for the LEA.

Given that the new claimants and existing claimants should be of egual or
comparable rank and status in the civil service, they should be accorded
the same and equal treatment in respect of the education allowances. The
current proposal would be unfair and discriminatory to the new claimants
who should enjoy the same reatment, and be equitably treated, as the -
cxisting claimants of the OEA and LEA. A

Furniture and Domestic Appliances Allowances

CSB proposes to continue the provision of fumiture and domestic appliances
to occupants of Government quarters, but that the furniture and domestic
appliances allowances (for eligible officers not provided with furmiture

and domestic appliances) are to be abolished.

It is less than convincing, and also unfair, that on one hand, the
Government would continue the provision of furniture and domestic
appliances to one group of eligible officers, while on the other hand
abelish the furniture and domestic appliances allowances to another group
of eligible officers.? The eligible officers should be treated equitably,

by either abolishing both the provision of fumiture and domestic
appliances and also the relevant allowances, or continuing with both the
provision of furniture and domestic apphiances and the relevant
allowances.

The current CSB's proposals on the allowances are less than fair and
cquitable, and is tantamount o0 the creation of two classes of citizens
among the eligible officers, with one class heing better treated than the
other. Ttis on the uncqual treatments that I find the proposals
obiectionable. Thope the CSB would base on the principles of lanmess and

1771172005



equity in drawing up the Administration's final proposals for further

consideration before implementation of the changes to the aliowances.

Thomas Or

—r
Al
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CSBCOS

A < B >

g <esheos@osh,gov.iics

HERED: 2005F9H23T RF 0940

¥E Review of minge benefit type of civil service allowsnce

I refer to the captioned review and would like to propose the following for
your consideration-

Overseas Educatuion allowance

The management proposes to "reduce the OEA ceiling rates for new claimants
to the levels as at 30.6,19597 and no further rate adjustment in fitture".

[t represents a significant reduction in the level of the benefit. To
compensate or to enhance the value of the lowercd monetary value, may I
suggest that the choice of school under OEA for officers on local terms be
extended from approved schools in UK to those in other countries like
Australia, New Zealand, Singapore or Mainland China etc? The school fees
and other related expenses in many countries are lower than that in UK.
Now that HK 15 no longer a colony of UK, it is unreasonable to resirict the
benelit of OEA to education in UK only. 1 understand that there is no

such restriction on the use of OEA for employecs in organizations like
Universities ete,

Thank vou for your attention. T look forward to your reply.



T csbis@esb.gov.hk
oe
Subjact: Local Education Allowance

I005/09/23 03:32 PM ~Hurgent s Return Receipt

Mr. Joseph W P WONG,

f am a civil servant who is currently receiving the local education allowance
for my son. | have been receiving the allowance since he was in primary one,
now he is in year 10.

However, after your announcement of the revised aliowances. | just realized
that the local education allowance for upper secondary school is less than
lower secondary school. | am at all surprised and amazed. Just on what basis
is the allowance being calculated? And why is it so that the allowance for upper
sacondary schogol is less than fower secondary school? Shouldn't the education
fees together with books, writing materials, costs of public examinations be
more expensive in the upper secondary than lower secondary?

As stated, the allowance for lower secondary is 53025 and for upper
secondary is 49238 (less 3787).

Looking forward to your earliest reply.

AR email 4 9
F &} Yahoo! Messenger hitp://messenger.yahoo.com.hk



Mr. Joseph W.P. Wong, G.B.5., 1P,
Secretary tor the Civil Service,
Government Secretariat,

Lower Albert Road,

Hong Kong.

Rt
T
s
Dear Mr. Wong,

[ respond to an invitation for comment on the latest round of proposals to further cut Civil
Servants’ condifions of service.

2003-09-30

[ note the objectives of the current review and am surprised at the apparent failure to
improve efficiency in the administration of these allewances. The second round
consultations alluded to unnecessary costs associated with the administzation of some
allowances. T would hope that where nugatory costis involved the Admmistration would
have taken steps to remove them.

[ note with considerable concern the proposal to freeze the LEA. The consudtation document
s based on an unqualilied bold statement that: “these allowances are no longer justified
under present day circumstances’, I would like to know how this, on the face of it
complefely presumpiauus staleniont was arrived ai? s

What your proposals effectively mean, for myvsclf and Sxorm of my colleagues whose
children can only be educated in the English language, is that vou are further diluting
funding to this disenfranchised minonty of students, The absurd suggestion that has been
put into the public arena is that in so sending my children to the ESF, I am exercising a
choice, This cannot further from the truth. My children cannot aceess government schools
because they are selective and have Chinese language entry requircments.

Previous correspondence | have had with EMB has suggested that my children could be
accommodated within the EMI sector, As | explained, my wife who has taught in an EMI
school, bebieves that this is simply not realistic for native linglish speakers. English within
the EMI sector is apprepriately pitched for second language students. The Permanent
Secretary has reeently publicly expressed concern of language delivery in the ¢lassroom in
so called EMI schools. This is clearly a sensitive issue but the irony between your claimed
covernment education capacity and actual delivery, when viewed in the context of the past
results i the Language Proficiency Assessment for Teachers. will not escape parsnts
aliention. | have i ihe past invited EMB to provide me with an alternative to the ESL that
could cauter for myseif and colleagues i similar circumstances, to date ne school has been
suggested.

[t is government policy to disassociate itself from its historical responsibilities to meet the
subvention of the Tnglish Schools™ Foundation vnder the parity of subsidy principle. The
deafoning silence exhibited by the Government in the current debidcle helween emplovees
;

anct the manaoement of the oreanisation s diseppomiing. Having vepreseniation on the

]

supreme governing bodv of the oreanization T would have noped that the Adminisraton

=t

B)7



would have taken the opporiunity to publicly declare its long term funding intendons. If it
wishes to abrogale {5 responsibilities to this scetor of the community at least this should be
publiciy awred and staksholders will no fzel longer hehelden to the government or LegCo as
to how the Foundation chooses to conduet its business.

The LEA is linked to the ESE fec levels and what yvou are now proposing, for officers
whose children can only be educated in the English language, is that their allowances will
continue to be diluted vear on year as fees will inevitably grow, that they can continue t@©
expect uncertainty in the [unding commitment for their chiidren’s education and that they
can continue to expect to be continued to diseriminated against: they receive less funding
than other children given the government’s continued non-commitment to the principle of
parity of subsidy. This is a wholly unsatisfzctory future that I can look forward to in the
provisioning of education for my children.

My observations are not confined to my own perscnal circumstances and I find the proposal
to further reduce the LEA for officers wha are in the unforiunate position of having children
vounger than my own unpalatable. This parsimony is without foundation. if is
discriminatory and will sow the seeds of discord for the future.

If T may now turn to the OEA to what hislorically might have been a viabie alternative Lo
the ESYE. This allowance has been diluted to such an extent that it simply is not an option for
officers. Junior Police Officers are struggling o meet cxisting bills, with fees averaging
10% increases each year, the purchasing weakness of the Hong Kong dollar - T feel
desperately sorry for their circumstances. The OEA is simply beyond my reach and
effectively by grandfathering the allowance at ludicrously low levels you perpetuate the
myth that this is a huge perk in the eyes of the public.

I remain, Sir,
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r5: Comments on Review of Pringe Benellt Tvpe of Civil Service Allowances

I have the following vicws on the Private Tenancy Allowance review:

(a) Similar to AAS, option shall be given to the PTA claimants to switch to
the NCA Scheme (or other schemes) to achieve saving to the Government,

(b) PTA claimants starling a new tenancy towards the end of a financial
year will receive their entitlement fixed in the preceding 1 April. If

the rental market is on the upward trend, the allowance received if locked
throughout the term of tenancy may not be able to reflect the prevailing
rent. [t is preferrable to allow clalmant to receive the new upward rates
in the following year under such circumstances.

Regards,
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E: Review of Civil Service Fringe Benefit Type of Allowances
Dear Sir,

As civi service fringe benefit type of allowances is being reviewed, | propose that overseas education allowance be
extended to developed countries other than the United Kingdom. The arguments are:

s education aliowances attract civil servants to increase feriility, which helps to prevent the dropping of birth rates

s overseas education at developed countries af tertiary level has its merits

s edusation costs in the United Kingdom are too high; lower-rank staff are not easy to benefit from it without
shouldering heavier financial burden

s exiension to other lower-cost countries benefits etigible civil servants in general.  This serves the purpose of the

scheme
o the government budget wili not be increased because the allowance rates in other countries are not higher than

the UK
= if the government thinks that the budget will still increase, it may reduce assistance given to pre-University studies.
Living with parents during adolescence fosters strong family relationship. tmportant values are so better taught at

ome.  The youth would become better persons.  Long term harmony of the society will result.

Proposed countries include: Austratia, New Zealand and the United States

Yours faithfully,

This e-mait and any files transmitted with it are confidential and are intended solely for the addressee.

If you are not the intended recipient, you are nereby nolified that any use, disclosure, copying, printing, forwarding
or dissemination of this e-mail is strictly prohibited. If you have received this e-mail in error, please notify the
sender by reply e-mail, and immediately delste it from your system.

Recipients are advised to apply thelr own virus checks to this message.
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B =1 Regsrding the reduction of ORA

Dear Sir/Madam,

T am writing to express my opinion on the reduction of Overseas Haucation School Allowance, | am working in the
police force and am planmng to send my daughter 1o study ebroad next year. I think it is very unreasonable to reduce
the rates to the 1997 level for children of eligible officers who start to claim the allowance from next vear. It
is extremely unfair for the people who were planning to send their children to study overseas next vear. It 18 too quick
to make an important decision. Tt left us no time to prepare, My daughter 1s a .5 student and she s planning to go to
UK to continuie her studies next year. However, with the reduction of subsidies, this would not be possible. Thus, she
can not study in UK this academic year as we are not prepared and, 1t would be nonsensical for her to leave before
HKCEE after spending 2 vears preparning for the exams.

Civil servants already had their salaries cut about to 6 % two vears ago and now if our benefits is also cut, our
financial burden would be greatly increased. The schools in UK however will still raise the school fees every
vear. The exchange rate of HK dollar to UK pounds is so high that many of us are no longer able lo afford such huge
eXpenses.

lducation allowances -have already been ceased for new racruits since 1996, It is almost 10 years since then. [t
would not be long before the OEA come to an end. HK is now enjoying cconmic recovery, so [ can not see it will
creat a bie burden for the govermment. Therefore, I sirongly oppose that we should have our benefits cut next year,

This would certainly have great impact on people who want to send their chijdren to study overseas. Now, the
scciety and the government always siress the importance of education. fijstead, we should support the OFEA, ILis a
golden chance for many students to study overseas. It is a very valuable experience and to broaden one's hortzon.
Alfter graduation, they can use their knowlege to pay back (o HEK.

I hope that you can consider our situation and delay the dates for the reduction of subsidies of OFA. [t is rather

prompl 1o come to this decision. Thank you for your kind attention.

Yours faithfully,

{ T
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