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CHAPTER 6 :

CONDITIONS OF SERVICE AND
OTHER MATTERS

Review of Home Purchase Allowance

6.1. In September 1993, the Adminis-
tration sought our views on proposals to improve
the Home Purchase Scheme by -

(a) revising the Home Purchase Allowance
rates with effect from 1 January 1994,
and annually thereafter, according to
property price movements, but capped
by the rate of inflation in terms of the
Consumer Price Index (A); and

(b) increasing the maximum amount of the
Down-payment Loan under the Home
Purchase Scheme to 30% of the purchase
price of the property or the officer’s 24-
month salary, whichever was the less.

6.2. We understood that the objective of
the first proposal was to provide a more realistic
level of assistance, to enable staff to purchase a
permanent home, without Government incurring
excessive costs.

6.3. As for the second proposal, we
noted that the major banks had lowered the
mortgage ceiling from a maximum of 90% to
70% of the assessed value of a property, so statf
had to pay out of their own pockets part of the
down-payment required. The objective of the
second proposal was to increase the amount of
the loan without incurring real costs to
Government, as it would be paid back with
interest, in order to reduce the financial burden
on staff.

6.4. We had the following comments on
the proposals -

(a) They were in keeping with the objective
of encouraging civil servants to pursue
home ownership with Government’s
assistance.




FBAE | IR EE

(b)

(c)

(d)

6.5.

TR e R AREBME
(1o [ e o J R B 1 It T R 8 L AR
ANRIME D) » 57w H AR
iﬁf? fEfme s 5 LB R R E A T L

AR E EE R AR AR OE - M
L i B B 7 R B B Y 3 TR
— 3 - RSB LT KRBT
ER] L1t P 42 3 5 R T R -

e 7 v Bk A A 58 I A~ 15 i O G
o PR LTI 26 B 2 B A B 36T 35
VS L UBES O - R RO ST RUER LY
AT R SHA A 2 - i BEAA H At
PR - 4058 A RS E ~ 15 B AR AT
Bl AR PR ] » LA S 20 2 B R 8 v 18 4
HEEBEE - ELREGRIH T 54
AN RIEE ~ BUF BT BB S RIE
R iR Zlibh 2

—ANZEFA - REFURE Eoi

A BUF R R AER -

) st ik 7 O KE 1 FOFR e

6.6. —hh=F A » BUFEE Fillg

A ARMTYER -

(a) R HEZTEMAES EMMERE
TE B8 I 7 B2 Al S e B8 | B 9 T AR B v
i A VA

(b)  FEFE ML AR A MR E &R
A DA Hr R BV IE B R AR B AR
HYHE RS T 1R SO B RY R EE = o

6.7. WAFE R Pt iR 1% o SRBICHE

54

Chapter 6 : Conditions of Service and Other Matters

(b)

(©)

(d)

6.5.

Housing benefits had been a matter of
considerable concern among junior staff

in the disciplined services. The
proposed measures would enhance
assistance to them, case genuine

hardship and promote staff relations and
staff morale.

The annual revision of the rates of the
Home Purchase Allowance was in line
with the principle governing the payment
of other expense-related allowances.
The proposed revision had been made
nccessary by the substantial property
price increases in recent years.

The monetary improvements and the
impact on the property market were
likely to be modest, because the increase
in the rates of the allowance would be
capped by the rate of inflation. The
enhanced loan would only benefit new
recipients, and there would be other
restrictions  (the limited applicability,
annual quotas, the limited entitlement
period, the mandatory conditions of
trading-up, etc.) which would limit the
number of eligible staff, the costs to
Government and the effect on the
property market.

We advised the Administration

along the above lines in October 1993.

Authorities and Procedures for Creation
of Posts

6.6.

In September 1993, the Adminis-

tration sought our advice on plans to -

(a)

(b)

6.7.

delegate to Controlling Officers the
authority to create posts in existing
Directorate Pay Scale Point 1 (D1)

~ ranks; and

change the way the Administration
would process proposals for directorate
posts in both new and existing ranks and
proposals for new non-directorate ranks.

Having examined these proposals,
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we concluded that the concept of delegating
authority to departments should be supported.
Whilst agreeing in principle to the policy
branches taking on the processing of proposals
for the creation of posts, we had reservations
about devolving to them the responsibility for
processing proposals for the creation of new
non-directorate ranks and grades. We
considered that, in the case of major grade
restructuring exercises affecting a large number
of staff, it was important that the central
government should retain a supervisory role to
ensure consistency, relativities and equity.

6.8. We also recommended that the
Administration should take into account the
following suggestions when filling in the details
of the proposals -

(a) Adequate  monitoring and  audit
measures should be introduced; and, in
case discrepancies arose, remedies
should be readily available.

(b) Departments and policy branches should
be appropriately prepared, staffed, and
equipped to take on the new role of
processing staffing proposals. Adequate
cxpertise and training on human
resource  management, pay and
conditions of service, job evaluation and
grading and ranking should be provided.

(c) Adequate arrangements should be made
for revamping the Departmental
Establishment  Committee  (DEC)
machinery, including reinforcing its
membership when the CSB and FB
representatives withdrew.

(d) DEC papers and decisions should
continue to be circulated to CSB and FB,
so they would be in a position to
intervene if any discrepancies were
spotted.

(e) Policy branches and departments should
have sufficiently clear guidelines for
exercising their new responsibilitics to
ensure consistency.
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6.9. We advised the Administration
along the above lines in November 1993.

Common Terms of Appointment and
Conditions of Service

6.10. The Administration issued a
Consultation Document on Civil Service Terms
of Appointment and Conditions of Service in
October 1993 proposing, among other things, a
new set of common terms of appointment and
conditions of service (“Common Terms™) for
general application.

6.11. We first considered the document in
December 1993.  We felt that, generally
speaking, it would be reasonable to introduce
into the Civil Service a uniform sct of terms of
appointment and conditions of service based on
local employment terms and conditions, but
modernized to take into account the prevailing
circumstances in the Service.

6.12. However, we also drew the
Administration’s aftention to the special
situations of the Police Force, the ICAC and the
Government Flying Service, having regard to
the significant proportion of agreement officers
working in those departments and the need for
these departments to retain expertise and
experience. We also wurged that the
Administration should conduct thorough
consultation, take heed of negative staff
reactions and, where necessary, make
adjustments on contentious issues, with a view
to accommodating cases where genuine
hardship might be involved.

6.13. We considered this subject for the
second time in February 1994. We noted that
the reactions of the disciplined services staff
had not been entirely supportive. Concern had
been expressed about a possible erosion in
conditions of service, and there was anxiety
about the undesirable effects of the proposals on
staff morale and recruitment. We concluded
that our previous comments remained valid.
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6.14. Having considered carefully the
submissions from staff and departmental
management, as well as the preliminary views of
both the Legislative Council Public Service
Panel and the four central staff consultative
councils, the Administration modified its
proposals and sought our advice for the third
time in August 1994.

6.15. On the basis of the information
provided by the Administration, we again
generally endorsed the development of a set of
common terms of appointment and conditions of
service. We noted that the new conditions of
service proposed in the third submission
represented general improvements over the
initial proposals, and we considered that they

could be accepted as the basis for
implementation.
6.16. As regards Leave  Passage

Allowance, we considered that, in the run-up
to 1997, there might be a need for the
Administration to review the rationale for
basing the allowance on the return air fares
between Hong Kong and London, and to re-
ecxamine the restriction on the countrics
acceptable for the purpose of claiming Overseas
Education Allowance.

6.17. While not necessarily representing
the consensus, some of our Members expressed
the view that, given that the focus of the exercise
was to introduce a common set of terms of
appointment and conditions of service for all
future recruits irrespective of status, there were
no compelling reasons for the definition of a
“local” to be included in the current exercise as
the status of all future recruits would be
determined at the time of appointment in
accordance with the rules and regulations then
prevailing. = Members were concerned that
including the definition of a “local” in the
common terms proposals would bring about
unnecessary complications in the consultations
process. They reiterated their earlier comment
that the implementation of the common terms
proposals should not be considered together
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with Government’s localization policy.

6.18. We advised the Administration
along these lines in September 1994,

6.19. The Administration approached us
again for advice in March 1998. The only
change proposed was that the Common Terms
should not be applied to serving officers
(whether permanent and pensionable officers or
agreement officers) but only to new recruits with
effect from a current date, having regard to the
considerable administrative arrangements which
would be involved in transferring serving
officers to Common Terms and the concerns of
serving officers. We advised the Administration
that we supported these revised proposals as
they had fully taken into account our views.

Review of Housing Benefits for Senior
Civil Servants

6.20. In January 1994, the
Administration  sought our  preliminary
comments on the guiding principles and initial
proposals which it had developed in its review
of the Home Financing Scheme, and also on the
rates of Private Tenancy Allowance and the
Accommodation Allowance.

6.21. We generally supported the policy
objective of enhancing the Home Financing
Scheme so as to replace non-departmental
quarters and the Private Tenancy Allowance.
We felt that the Administration should aim at
negotiating stafl acceptance of any revised
package without unduly increasing costs, and
should where necessary modify the guiding
principles and proposals.

6.22. As regards the guiding principles,
we suggested that they should be slightly refined
to reflect that -

(a) There should be a balance between the
comparability and the justifiable
differences in the value of Private
Tenancy  Allowance, the Accom-
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modation Allowance and the Home
Financing Allowance rates to suit the
different objectives of these schemes, the
different market forces and the different
needs of various staff groups.

(b) The problems associated with home
ownership ought to be identified with a
view to designing proposals which
would match the realistic housing needs
of staff as far as possible.

6.23. As regards the Administration’s
initial proposals, given that the average Private
Tenancy Allowance rates had, over a period of
two and a half years (from 1 October 1990 to
I April 1993), increased by 32% for directorate
officers and 45% for senior non-directorate
officers, the proposal to raise the Home
Financing Allowance rates by 35% to catch up
with the Private Tenancy Allowance rates was
not unreasonable.

6.24. Raising the maximum of the down-
payment loan to 30% of the purchase price of a
property or an officer’s 24-month salary,
whichever was the less, would reduce known
obstacles to many prospective participants
without increasing the real costs to Government.
However, agreement officers remained
ineligible for the down-payment loan; and this
point had previously been contested by ICAC
staff. It remained for the Administration to
consider whether a further extension of the
down-payment loan to them was warranted.

6.25. We noted that the Administration’s
intention to cap the increase of Private Tenancy
Allowance and Accommodation Allowance
rates by the rate of inflation might give rise to
stafl’ complaints. As rental indices accounted
for only 20.56% of the Consumer Price Index
(A), which covered a range of consumables and
services, the proposed linkage was not entirely
defensible. In the event that the increase in
rental outstripped the rise in the Index, officers
drawing Private Tenancy Allowance and
Accommodation Allowance might legitimately
feel aggrieved at the erosion of their housing
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benefits.

6.26. We endorsed the Administration’s
observation that the proposal to withdraw the
existing Home Financing Allowance recipients’
eligibility to draw the revised rates on “trading-
up” their properties might be viewed by staff as
a unilateral reduction in their entitlements and
conditions of service. We also perceived that
the initial proposals were likely to be
contentious among groups of serving officers,
receiving different types of housing benefits,
who would not benefit from the new
arrangements, if implemented. We considered
that the Administration should carefully
consider these points and other related problems
and how these should be addressed in order to
minimise staff relations implications.  As
regards the envisaged participation rate of the
revised Home Financing Scheme and its impact
on the property market, we suggested that the
attractiveness of the revised scheme to the group
which was the main target, i.e. officers living in
non-departmental quarters and those drawing
the Private Tenancy Allowance, had yet to be
ascertained. It might be worthwhile to consult
the targeted group.

6.27. In  addition, one  Member
commented that the proposed package should in
real terms be adequate to assist officers to
become home owners. However, the
Government must not be seen as unduly
“protective” of 1its employees while the
community at large had to facc increasing
difficulties in home purchase (because of
soaring property prices and a cutback in bank
finance).

6.28. For the preliminary round of
consultation, we advised the Administration
along the above lines in March 1994.

6.29. In May 1994, having consulted staff
associations widely on the issue, the
Administration came up with a modified
package of proposals confined to the Home
Financing Scheme, and presented it to us for
advice.
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6.30. We generally supported the overall
direction of the changes proposed but noted that
the modified proposal for removing the
proposed cap on future revisions of Private
Tenancy Allowance, whilst capping the annual
revision of the Home Financing Allowance by
the CPI(A), might make renting more attractive
than home purchase if relativities were not
maintained. We considered that the objective of
inducing Private Tenancy Allowance recipients
to switch to the Home Financing Scheme was
more likely to be achieved if revision of the
former could, in future, also be capped by the
CPI(A) as originally proposed.

6.31. We noted that the Administration
was separately reviewing the case for providing
down-payment loans to agreement officers.
While expressing our support for extending the
option period for the Home Financing Scheme
by another year to 30 September 1995, we
suggested that the Administration might wish to
consider further extension of the option period
should the need arise in future. In addition, we
noted that the Administration had proposed to
withdraw the trading-up provision after giving
very careful consideration to staff reactions and
the weight of public interest.

6.32. For this second round of
consultation, we advised the Administration
along these lines in May 1994.

6.33. In August 1994, further to address
the concerns of staff, the Administration drafted
a revised package of proposals for the Home
Financing Scheme and sent it to us for advice as
a third round of consultation.

6.34. On the basis of the submission and
the information provided by the Administration,
we generally re-affirmed our support for the
overall direction of its proposals.

6.35. Nevertheless, we noted that the
latest reactions from the staff side of the Senior
Civil Service Council remained
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uncompromising, and that the staff councils of
the disciplined services had yet to make
substantive comments. We therefore suggested
that the Administration should continue its
discussions with staff, be prudent about the
possible adverse effects of negative staff
reactions and should take the necessary
precautionary steps in case its proposed
“trading-up provision for existing recipients”
was challenged.

6.36. We noted that the range of civil
service housing benefits had become unduly
complicated and could create unnecessary
administrative problems in the future, and we
therefore considered that the Administration
should aim at simplifying these various schemes
in the medium term.

6.37. For the third round of consultation,
we advised the Administration along these lines
in September 1994,
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