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Mr Duncan Pescod, Deputy Secretary for the Civil Service (Dep SCS):

Mr Chairman, in fact what we have done is to give you a sample. We have
different types of memoranda for different categories of staff, and indeed those memoranda
are changed over time as the various fringe benefits are changed. For example, previous
to 1989 certain staff would have had non-departmental quarters as one of the housing
benefits. When that stopped, of course, the MOCS was modified to reflect the change.
Likewise when we stopped the overseas education allowance, again, the MOCS was
changed to reflect that change.

| could certainly give you copies of all the various MOCS going back years and
years and years, but it seemed to us that the issue was to give you an example of what was
in the MOCS and how that MOCS applied to staff. The basic design has not changed. It
IS just the content. As we have changed the fringe benefits, for example, we have deleted
some; we have taken that out from the MOCS. But certainly we can give you the other
examples. There will be many.
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Dep SCS:

Mr Chairman, in fact I think the most important part of this letter comes in on the
second section where | drew Members’ attention to the undertaking in the 1968 agreement
which basically puts in place a system for full consultation with the staff side on any issue
that affects conditions of service. And that is an established policy.

Chairman:

| think you are trying to confuse us. | think nobody here has said a word about
objecting to a thorough consultation exercise. Nobody objected to it. That is part of the
procedure. But we want to make sure that at the end of the day, after you have done the
consultation, which I think in all cases your procedure is established, has done, after the
consultation. We know that the Government has a legal right to withdraw it. But there is
no policy for not withdrawing it after consultation. What | really want to establish is on
that particular point, after consultation.

Dep SCS:

Mr Chairman, all I can say on that, and | am certainly not a lawyer, is that as far
as our records are concerned we have never withdrawn an existing benefit. Unlike our
attitude in the context of the allowances, and we have indicated that at the last meeting.

Chairman:

So, what about the court case of Lam Yok-ming and others. Is it actually in the
record? | think we can find out.

Dep SCS:

Yes, we gave you that example as we were asked to at the last meeting. The
details of that are established in the court records.
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Chairman:

Maybe I think, through the Legal Adviser we will find out. Clearly one employee
thought that you had withdrawn. That is why they took you to court.

Dep SCS:

| think that the context there was in respect of a personal situation. It is a
different matter when you are talking about a generic withdrawal affecting all civil servants.

Chairman:

But you would not disagree that | said it is only a convention and not an
established policy which went through ExCo, etc?

Dep SCS:

In so far as every time we have changed a fringe benefit it has been through the
Executive Council and the fact that we have not withdrawn from existing staff has been
acknowledged by the Executive Council. We deal with each case on its merits,
Mr Chairman.

Chairman:

Thank you.
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Mr Pescod.
Dep SCS:

Mr Chairman, put simply, yes, we have no dispute with the logic behind the
Director of Audit’s comments on this, and indeed we have completed our review and will
shortly be bringing forward to this Council proposals for basically scrapping the HOTA and
replacing the system completely with an entirely new arrangement.

| think I should explain. We think there is a need to provide for a certain type of
compensation for officers that are required to travel long distances to their place of work
because, unlike most private sector situations where employees are employed within a
defined location, our staff can be deployed virtually anywhere within the territory, and as
such we think that there is a need to compensate them for nugatory expense beyond the
normal level of travel costs.

So, we will be bringing that forward to Members fairly shortly.
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Dep SCS:

Mr Chairman, | do not necessarily agree with the analysis, of course. As we
have pointed out in our response, we do not think that a sample of 100 out of 18,000 is a
representative sample by any stretch of the imagination.

Nevertheless, the prime objective was to provide for staff who are required to
work in remote locations. But unfortunately as Members have quite rightly pointed out,
the system had not been changed for an extended period of time despite the fact that travel,
particularly within the New Territories area, had improved dramatically over the years.
And that is what we are trying to address in this review we have just recently completed.

As for whether it is designed to provide just for overnight, it is not. The HOTA
was to provide for compensation for the cost of travel.

As for the claim limits, basically it is open to any officer to claim. Clearly if,

for example, an officer were provided with a vehicle or drives his own car, then they are not
eligible to claim under this system.
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Dep SCS:

Mr Chairman, yes, we have consulted the unions and they have accepted the
proposals. In fact during the course of consultation we modified them slightly to
accommodate some of their concerns. We have also consulted the Standing Commission,
as we are required to do in any change of this nature, and we are consulting the Standing
Committee. So, we have gone through the whole process and the new package is
acceptable from everybody’s perspective, as far as | know.

As for the details of the new package, perhaps | can just outline the main
principle. The main principle is, as | said before, that we accept that where officers are
posted to remote offices there is a need to compensate then for the additional cost. In that
case we are drawing up a list for designated remote locations, and these will include, for
example, the border area, certain of the outlying islands and places in, for example, remote
locations within Sai Kung.

As far as making sure that that list is accurate, we will have a regular review
mechanism to ensure that the list is updated on a regular basis. We will also be trying to
ensure that the allowances are kept within reasonable levels, and there will also be a
proposal to adjust allowances in accordance with the CPI(A). | mean, this is a fairly
standard arrangement now, to make sure that allowances are kept in step with the costs.

As far as postings are concerned, that is quite a difficult one for me to answer in a
black and white way because, of course, for example, we do have large numbers of staff
working on the border: immigration officers; customs officers; police officers. And while
during the course of an officer’s career he may be working near where he lives, by the
nature of the posting arrangements he could be posted to another location within two or
three years. So, while we give due regard to that, it is not an overriding consideration.
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the allowance” » {F554.7ER 5 H8AFERY[E M 2 “However, there was adverse reaction from
the staff side on the revision of the boundary. The proposal was withdrawn in
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Dep SCS:

To be frank with you | have not got any personal knowledge of what happened
back in those days. So, I really could not comment.
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Dep SCS:

Mr Chairman, maybe | should respond to the previous comment first. | think it
Is really rather a presumption to assume that the person who wrote the report is entitled to
an allowance. | do not think that would be appropriate at all. In any case | think the
circumstances in 1999 are sufficiently different from the circumstances in 1984 and 1975
for us really to be comparing pears and apples. | think you have got to see these
consultation exercises in context, and the situation is very different today.

Turning to the present question, we certainly do not consider that the provision of
mileage allowances has too much of an incentive side. What we are trying to ensure is
that officers get a fair recompense for those that use their cars for duty purposes. And bear
in mind that they must get approval in the first place to be able to use their car, and then
they must demonstrate that they have actually used their car for their duty purposes.

It is also fair to point out that in some cases this is actually an enhancement in
terms of efficiency, because if an officer uses his car for accessing a remote location, for
example, it means we are not tying up a Government vehicle, we are not tying up additional
drivers and additional resources in that operational requirement.

So, we have got to look at it from the point of view, is it operationally valid and
Is it operationally efficient, and in that context we shall be reviewing the provision of duty
mileage allowances, including the payment formula, to make sure that it is current and up to
date.
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Dep SCS:

Mr Chairman, | do not think we go into a review with preconceived ideas. We
have acknowledged the comments made by the Director of Audit, and in fact before the
Audit report came out we had already decided to review, and that is reflected in the Audit’s
comments at the end there.

-128 - Thursday, 16 December 1999



Administration of allowances in the civil service

AR EE

As far as what the objective is, the objective is to make sure that the mileage
allowance is up to date and reasonable. And that it is not going to be something that is
perceived to be generous, as the Member suggested.

As for timetable, | would expect that this would take between four to six months,
that sort of time frame.
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Dep SCS:

No, Mr Chairman. We have not yet commenced that part of the review. Once
we have a proposal we will go to the staff side.
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Dep SCS:

Mr Chairman, | believe that the unilateral variation clause has always been a part
of the standard contract document.

Chairman:

No. | think in the Memorandum you list out in detail all the various benefits,
but the Memorandum, | said, that came to us was an example of 1998 December. Itis a
very, very recent one. But these should have been given to the employee at the time of

appointment to be validly binding on the Government, right? | think one of the questions,
if I may supplement, is when does that condition first appear in any Memorandum?

Dep SCS:
1950’s.
Chairman:

In the 1950°s? Is it possible to have an earlier example? You need not go
back that far.

Dep SCS:

As | said | will try and give you examples of other generations of MOCS. |
have already given an undertaking to do that.

Chairman:
So if it reflects in a very, very early Memorandum at the time you issued the
appointment then it will prove what you have said is correct. That is what we are trying to

do. | think that is what Mr NG wants, proof of such a legal obligation. 2.5 & - 55 (/K i
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Dep SCS:

First, when we introduced the Home Purchase Allowance that was done as an
additional allowance for officers who could still have available to them non-departmental
quarters, private tenancy allowances, and the other forms of housing benefit. At that time,
in 1981, there was no consideration given to the withdrawal of that allowance.

In 1989 we introduced a completely different set of housing benefits, including
the Home Finance Allowance, the Accommodation Allowance and a modified Home
Purchase Scheme. At that time we did look at the question of whether or not we should
apply other changes to housing-related benefits — and obviously this is a housing-related
benefit — and that is the difference. It was just that, at the time of 1981, we did not
consider that as something that needed to be looked at.
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Dep SCS:

Well, Mr Chairman, | said, there were two stages here in this process. The HPS
was an earlier form of home purchase scheme available to staff, but it was on the basis that
the senior staff, those who were above MPS 34, could still have available to them the
private tenancy allowance and the non-departmental quarters. In 1989 we introduced the
Home Finance Scheme and from that point on all officers who were recruited, who reached
point MPS 34 or equivalent, were not longer eligible for either the PTA or NDQ, only the
HFS. For officers between MPS 22 to 33, they were eligible for a quota-limited home
purchase scheme. So we are talking about a very complicated development of housing
benefits.
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Chairman:

Nonetheless, during that very short space of time — we are talking about a year’s
difference — when these things are being quite dramatically reformed — I hope it is not an
exaggeration — but at that time there is an opportunity to look at this allowance, which
apparently you have agreed that you have missed.

Dep SCS:

Well, no, I think, as | indicated it was not looked at thoroughly in the sense of the
HPA introduction in 1981, but the 1990 cut-off was an obvious cut-off for us because there
were so many major changes in respect of our housing benefits, and we changed
dramatically. We introduced, for example, situations such that, when people joined the
Home Finance Scheme, they forfeited all other forms of housing benefit available to them.
So there were major changes at that point, and that was obviously the appropriate time to
make these consequential changes to what we call housing-related benefits.

Chairman:

OK.
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Dep SCS:

Mr Chairman, on this, we did consult staff in terms of the cessation of the FDA
and they agreed to that, and that has already been implemented. So, | do not think | can
add much more than that.
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Dep SCS:

Mr Chairman, the only point | can really make on this one before | ask the
Commissioner for Official Languages to add some comments, is that we basically accept
both Audit’s comments on this and have been working with the departments to implement
the changes. There are some technical issues that we have to resolve but | think we can
take this one forward.

As far as the financial figures in 7.20 perhaps the Commissioner for Official
Languages might like to comment on it.
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Dep SCS:

Mr Chairman, as | have indicated we have actually reached agreement in
principle with the heads of grade over the payment arrangements.  Of course in accordance
with our normal practice we do need to speak to the staff, and so that is the stage that we
would expect to reach fairly soon.

As far as time table, it will depend on the staff, how quickly they come back to us
on this, but | would have thought a few months would be the sort of time frame we are
talking about for that change.
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LHEMEEBTM ? R EH - nIREE#AE R - Paragraph 7.8, the last sentence said,
“due to unfavourable response”, where is the response from, whether there was a
consultation conducted?

Dep SCS:

Yes, Mr Chairman, on this one the bonus scheme idea was designed to
encourage people to take up the skills. When the idea was put forward it was raised at the
Senior Civil Service Council. The reaction was not very positive and that is what this is
talking about, it is staff side’s reaction to it.

Chairman:
So, itis not a line that you are pursuing now?

Dep SCS:

No.
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Dep SCS:

If I could deal with the CSB situation? Our efforts over the last few years have
been designed to ensure that departments do try to curtail their use of overtime. We have
taken a number of steps. We issued circulars in 1998 to remind heads of department of the
need to control properly the use of overtime allowance, and in particular to remind them
that in fact overtime should first be compensated by time off in lieu. They should not
actually be using the allowance as a first resort, which in some cases had been perhaps one
of the issues.

We also have undertaken to work with various departments as the Postmaster
General indicated. We have been working with the Post Office, Housing Department,
Water Supplies Department and these other major users of overtime allowance, to see
exactly what is going on within their departments, and that includes looking at things like
restructuring their shift arrangements, restructuring their work arrangements, looking at
perhaps outsourcing if that is appropriate. So we are certainly always prepared to work
with departments, and indeed most recently we have offered assistance in terms of
additional staff to go into the departments and carry out this work if the departments
themselves do not have the resources.

So, as far as giving assistance, | think we are trying our best to do that, but it
comes back to one point and | think it is important | stress this. While we can have all
sorts of policies and reviews and what have you, ultimately, the overtime requirement for a
particular department must be dictated by operational need. And if there is an emergency
situation where they need staff to be activated overnight at short notice to work beyond
their normal hours, the head of department must make that decision. We cannot make that
decision centrally at CSB. So we are trying to work with the departments but we are not
trying to dictate to them because they must have that flexibility.
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Dep SCS:

In fact ICAC has been working very closely with us to try and make sure that our
guidelines and indeed the departments themselves are taking steps to ensure that excessive
use of overtime does not become a habituated practice. And that is one of the reasons that
we issued our 1998 guidelines to reflect all departments the experience that the ICAC had
picked up in their investigations into complains. And indeed one of the issues that we were
very keen to ensure is that, where problems had emerged in one department, the experience
was shared so that all departments could benefit from having handled that problem. And the
real solution is to ensure that they do not use excessive levels of overtime, and if there are
large, regular overtime patterns, then they should do job reviews. They should consider
alternate means to provide the service to the public. And all of that is part and parcel of our
current situation, and what we will be looking at in our future review.
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Dep SCS:

I have not got the figures. | will provide them.
-

MEELAEEEE - BRI » SEIREREIOTAEZHIRYTE DL » PR B YR -
HEEFRBLESEH A A FEBREFIEERNSERRITGEH LR EH R
AR PR A= EAM TR R o &S IRITHERTIR M2 A s cGE ? 38
EREHRER EENE - BER > FoHEE -

EERHHEER :

M A th o iR 04-O5 - B B —(E R S B 3y - AR S E 502 - AR
RE(E A 5 73 Bl F RS EAF AT fRBHE A K A B B B - FTLL - AR e MIAT A 22
e E B E B PRRY LR ACE — 8 > ok A (e BRYEH 8 > HAMR TR EET S
L o K B E AR AR TEHREERZH -

-

HAZHFMRREI - FBIME B R TE BB MELIRE 6 HiF 0 I
{32 ? Rl Rt 2 Jehh - IRIER A B R B RER > Ry(r AR f 8 Dok aL 2
i EOR— PR B - IR AR B B8 HL AU H AR B I -~ (i B i B fth
> AESE8. L3Rt P M2 A Tt F A T iR RYEE - (LI S o AR
MEEFIEE H AL > (REER A SRR SR 2
Dep SCS:

Mr Chairman, the initiative to create posts must come from the department.
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Chairman:
But have they applied?
Dep SCS:
I will check on that for you and let you know.
Chairman:
And have you actively assisted? If you have not then is it fair to say ...?
Dep SCS:
We always actively assist.
Chairman:

So, | want to consolidate the reply. | think you had better go back and check;
otherwise | would not accept Mr LUK’s response. FAA e
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Dep SCS:
Of course it is appropriate because even if you are unsuccessful in securing

resources there are always ways to look at your operational procedures. And that is what
we have been working with the various departments since then.
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Dep SCS:

Chairman, when we approach controlling officers they always respond positively,
but in most cases they have a real issue to deal with on the ground. You are talking about
situations where, for example in the Electrical and Mechanical Services Department, they
are called out at short notice. They have to get their staff there quickly. They use
overtime as a way to provide the resources because they cannot instantly create additional
pOSts.

You have also got to bear in mind we have been introducing new solutions to
these problems. The Postmaster General mentioned one that did not exist in the early 90’s,
the use of non-civil service contract staff. We are trying to work with departments, both
centrally and individually, to provide the appropriate response to the service to the public.
And | can confirm that FB do draw to our attention problems that they pick up, and we take
them forward with the department. And if it is appropriate we then, as | said in response
to an earlier question, make sure that the experience picked up in that context is shared with
all departments so that we can not just deal with a particular instance, but we can deal with
all instances that may be of a similar nature.

So | can assure you that we do have a positive response in all these cases. But
we cannot control what actually happens in the ground in 80 odd departments.
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Dep SCS:

For the first point, yes, indeed we have embarked on a round of consultation with
a view to further modifying the acting allowance arrangements. | can say that in this case
the staff side have not been particularly sympathetic to the view you have been putting
forward. But we think that the proposals we put forward are probably reasonable. And
as such we will hopefully complete this exercise fairly shortly, by the end of the year, and
introduce a changed trigger point for acting allowances.

In respect of the first one, | do not really think | can add much more to what is
already in the Audit’s report. The amendment to the acting allowance has never been a
subject that we have raised in this Council. It has always been a matter that we have dealt
with as we see fit from an operational point of view in accordance with the relevant CSR’s.
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Dep SCS:

Mr Chairman, we felt back in 1989 when this was changed that the leave pattern
which was for shorter leaves instead of the long leaves of three, four months previously,
indicated that it was an appropriate change. We are now looking at it again in the context
of the current situation, and our proposal is that we should go back to the 30 days as it has
appeared that the leave shift pattern, among other things, has not been quite as dramatic.
People still do try to take longer leaves.

But in fact whether or not there were financial implications was not a

consideration on this one. Consideration is what is the appropriate trigger to provide for
cover for an officer being absent from duty.
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We have spoken to the private sector. This is not something that, as far as |

understand, is provided in the private sector. This is a civil service arrangement, | am
afraid.
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As | said, we hope to promulgate the changes by the end of this year.
BIZRIES -

End of this year? {ERAYT -

FE:
BRI TZR -
FIZHZES -

AANIRAE EaR P M i 2

-152 - Thursday, 16 December 1999



Administration of allowances in the civil service

AR EE

Dep SCS:

As | mentioned, our intention is to move to a 30-day trigger point. That is the
major change.
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Pescod, concerning the reply letter. One point | am still not totally sure is really the very
last sentence of Page 3. It is not the grateful sort of thing. Itis the inset. It really said,
“in this way the Government is not acting arbitrarily against legitimate staff interests.” |
think the word “arbitrary” has been used several times both today and the first hearing. |
just want to make sure what is in the mind of the Secretary for the Civil Service. Is it true
or is it correct to say that you would not consider any change arbitrary if you have properly
consulted the staff association? And if after consultation, a thorough consultation, if they
agree of course then it is mutual agreement, it is not arbitrary. But what if they do not
agree and legally you still have the right, legally you still have the right to vary the term,
and if you do that, if you assert that Clause 20 in the Memorandum, would you then be
acting arbitrarily?

Dep SCS:

Mr Chairman, as | think I indicated right at the beginning of the meeting, the
important point here is the previous paragraph. If we start the formal consultation - we
always would on any change — it would be done in the context of the 1968 agreement with

the Senior Civil Service Council. If we cannot reach agreement at that council then the
next step in the process ...

Chairman:

...... arbitration?

...... Is to trigger a committee of inquiry. It is not arbitration. It is a
committee of inquiry. And in that context all the recommendations, and | gave you a copy
of the 1968 agreement, would be referred to the committee of inquiry and they would look
at it. That is the mechanism we have.

Chairman:

OK. And then if they agree or concur with the Civil Service Bureau, then the
change would not be arbitrary?
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If they agreed we would probably follow their advice.
Chairman:
It is a way forward?
Dep SCS:
Yes.
Chairman:

Thank you. | just wanted to clarify that, OK.
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You have to look at the context. In 1989 we were looking at a particular change
in circumstances affecting part of the acting allowance payments. Those were the changes
to allow for shorter periods of leave. Now we are looking at where the majority of acting
allowance payments go, and that is in respect of acting with a view to a substantive
appointment. We are actually talking about two different situations.
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| do not really know that | can add very much more to what | have said. We
have issued the paper and we can make it available.
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