Legislative Council Panel on Public Service
Meeting on 18 March 2002
Management-Initiated Retirement Scheme
Purpose
Further to the information paper (LC Paper No. CB(1)1036/01-02(02))
issued on 7 February 2002 regarding the retirement package and implementation
progress of the Management-Initiated Retirement (MIR) Scheme, this paper provides
supplementary information as requested by Members.
Justifications for the Retirement Package
2.
As stated in para. 3 of our information paper, we have clearly explained
to Members in the Legislative Council Brief (CSBCR/AP/5-090-005/11 Pt.4/99) and
the Finance Committee (FC) paper (FCR(2000-01)33) the proposal that officers to be
retired under the MIR Scheme will be granted immediate and enhanced pension on the
same basis as redundancy on abolition of office in accordance with the pensions
legislation. Under the pensions legislation (Note : the Pensions Ordinance (Cap. 89)
is applicable to officers on the Old Pension Scheme and the Pension Benefits
Ordinance (Cap. 99) is applicable to officers on the New Pension Scheme), officers
retired on grounds of organizational improvement or abolition of office will be
granted immediate and enhanced pensions in accordance with a prescribed formula.
The formula adjusts the pensionable service of the affected officers so that it will be
enhanced by 10 months for every 3 complete years of pensionable service but capped
the enhancement by 100 months. The total pension benefits including the enhanced
portion will not exceed the normal pension entitlement to be granted at normal
retirement age. Relevant extracts from the pensions legislation are set out at
Annex A.
3.
Given that the retirement of an officer on grounds of abolition of office or
organizational improvement is initiated by the management and the officer’s full
pensionable career in the civil service is unilaterally cut short, it is reasonable for
Government to provide immediate and enhanced pensions to him in recognition of his
loss in earning capacity in respect of both salaries and pensions which he otherwise
would have received up to and upon normal retirement.
4.
Since 1991, it has been our policy that an ex-gratia payment of six
months’ final salary is granted to the officers affected by abolition of office to
compensate for the loss of fringe benefits in addition to the grant of immediate and
enhanced pensions. The background and justifications of this practice have been set
out in para. 9 to 11 of an information paper issued to Members for the Panel meeting
held on 22 January 1996 (LegCo Paper PL 579/95-96) regarding the abolition of
office and the integration arrangements for staff of the Airport Management Division
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of the Civil Aviation Department into the Airport Authority (Annex B).
5.
In fact, following the approval on the abolition of office exercise in the
Civil Aviation Department on 2 February 1996 (FCR(95-96)116), the FC further
approved two abolition of office exercises in the Correctional Services Department
(due to the closure of Vietnamese migrants detention centers) on 23 July 1997
(FCR(97-98)29) and the then Urban Services Department (arising from the
privatization of the abattoirs) on 11 June 1999 (FCR(1999-2000)21). In each case,
the affected staff were granted statutory and enhanced pension payments under the
pensions legislation and an ex-gratia payment equivalent to six months’ final salary.
In the case of the privatization of the abattoirs, the ex-gratia payment was further
enhanced by an additional payment of two months’ salary for every ten years of
service and pro-rata for shorter periods by the then Provisional Urban Council.
6.
When we sought the approval of the FC on 16 June 2000 for the grant of
an ex-gratia payment to civil servants who retire under the MIR Scheme, we have
already clearly explained in para. 5 of the paper (FCR(2000-01)33) that the proposed
arrangement is in line with the prevailing policy in respect of redundancy on abolition
of office to cover the loss of non-job related benefits of officers concerned.
Illustration of the retirement package
7.
A comparison on the retirement benefits of a directorate officer under the
MIR Scheme and upon normal retirement at the age of 55 is at Annex C for Members’
reference. As provided for in the pensions legislation, the total pension benefits
including the enhanced portion to be granted to an officer under the MIR Scheme will
be capped by his normal entitlements under normal retirement.
Updated Figures
8.
In our last information paper, we briefed Members that since the
implementation of the MIR Scheme in September 2000, we have retired 10 directorate
officers. The total amount of ex-gratia payment and enhanced lump-sum pension
gratuity involved is about $7.9 million and $11.4 million respectively. The position
remains unchanged as at 1 March 2002.

Civil Service Bureau
March 2002
(Ref.: CSBCR/AP/5-090-005/11 Pt.6)

Annex A
Chapter:

89

Title:

PENSIONS
ORDINANCE

Gazette
Number:

63 of 1999

Section:

6

Heading:

Circumstances in which Version Date: 01/07/1997
pension may be granted

(1) Subject to subsection (2), unless otherwise provided under this Ordinance or
regulations made thereunder no pension, gratuity or other allowance shall be granted
under this Ordinance to any officer holding an established office except on his
retirement from the public service in one of the following cases- (Amended 36 of
1987 s. 36)
(c) on the abolition of his office;
(d) on compulsory retirement for the purpose of facilitating improvement in the
organization of the department to which he belongs, by which greater efficiency or
economy may be effected.
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Chapter:

99

Title:

PENSION BENEFITS Gazette
ORDINANCE
Number:

63 of 1999

Section:

11

Heading:

Circumstances in which Version Date: 01/07/1997
pension may be granted
for normal service

(1) Unless otherwise provided in this Ordinance, no pension shall be granted to an
officer except in respect of his service in a civil capacity under the Government and
except(d) upon his retirement on the abolition of his office, and after completion of
qualifying service of not less than 2 years;
(g) upon his compulsory retirement for the purpose of facilitating improvement in the
organization of the department in which he is serving, by which greater efficiency or
economy may be effected, and after completion of qualifying service of not less than 2
years.
Chapter:

99

Title:

PENSION BENEFITS Gazette
ORDINANCE
Number:

Section:

16

Heading:

Grant of additional Version Date: 30/06/1997
pension on abolition of
office or compulsory
retirement

(1) An additional pension at the prescribed rate shall be granted to an officer(a) who retires under section 11(1)(d) on abolition of his office; or
(b) who is compulsorily retired under section 11(1)(g).
(2) An additional pension granted to an officer under subsection (1) shall be payable
when a pension is paid to him.
(Enacted 1987)
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Chapter:

89A

Regulation: 22

-

Title:

PENSIONS
REGULATIONS

Gazette
Number:

Heading:

Abolition of office and Version Date: 30/06/1997
reorganization

If an officer holding an established office and who has been confirmed therein retires
from the public service in consequence of the abolition of his office or for the purpose
of facilitating improvements in the organization of the department to which he belongs,
by which greater efficiency or economy may be effected(a) he may, if he has been in the public service for less than 10 years, be granted in
lieu of any gratuity under regulation 5 or 12, a pension under regulation 4, 9, 10 or 11,
as the case may be, as if the words "for 10 years or more" were omitted from
regulation 4;
(b) he may, if he retires from the service under the Government, be granted an
additional pension at the annual rate of one-sixtieth of his pensionable emoluments for
each complete period of 3 years' pensionable service:
Provided that(i) the addition shall not exceed ten-sixtieths; and
(ii) the addition together with the remainder of the officer's pension shall not exceed
the pension for which he would have been eligible if he had continued to hold the
office held by him at the date of his retirement and retired on reaching the age at
which he is normally required to retire under the provisions of section 8 of the
Ordinance, having received all increments for which he would have been eligible by
that date. (G.N.A. 165 of 1952)
(36 of 1987 s.49)
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Chapter:

99A

Regulation: 22

-

Title:

PENSION BENEFITS Gazette
REGULATIONS
Number:

Heading:

Rates of additional Version Date: 30/06/1997
pension on retirement
on abolition of office or
compulsory retirement

(1) Subject to paragraphs (2) and (3), the rate of additional pension granted under
section 16 of the Ordinance shall be(a) in the case of a Category A officer, 10/675 of his highest pensionable emoluments
for each complete 3-year period of his pensionable service;
(b) in the case of a Category B officer(i) in respect of service before 1 April 1987, 1/80 of his highest pensionable
emoluments for each complete 3-year period of his pensionable service;
(ii) in respect of an incomplete 3-year period of his pensionable service, service before
1 April 1987 which is followed by pensionable service after that date sufficient to
complete a 3-year period, 10/675 of his highest pensionable emoluments; and
(iii) in respect of service after 1 April 1987, other that where sub-sub-paragraph (ii)
applies, 10/675 of his highest pensionable emoluments for each complete 3-year
period of his pensionable service.
(2) Subject to paragraph (3), an additional pension granted to an officer in accordance
with paragraph (1), shall not exceed 100/675 of the officer's highest pensionable
emoluments.
(3) An additional pension granted to an officer in accordance with paragraph (1)
together with any pension granted to him at the factor prescribed in regulation 4 shall
not exceed the amount of pension which an officer would have been granted if he had
continued to serve until the date on which he would have reached his retirement age,
having received all increments for which he would have been eligible by that date.
(Enacted 1987)

Annex C

Illustration of Retirement Benefits under
The Management-Initiated Retirement (MIR) Scheme

Example
Age
Years of service
Monthly salary
Pension Scheme

︰
︰
︰
︰

55
30 years
$130,050 (maximum salary point of D2)
New Pension Scheme

Comparison of retirement benefits︰

Lump-sum
gratuity
Monthly
pension
Ex-gratia
payment

Retirement
benefits under
MIR Scheme
(a)
$6,797,280 (1)

Pension benefits
at 55

Difference
between
(a) and (b)

Pension benefits
at normal
retirement of 60

(b)
$5,826,240

+$971,040

$6,797,280

$40,460 (1)

$34,680

+$5,780

$40,460

$780,300

-

+$780,300

-

*

If the officer remains in the service up to the age of 60, his cumulative salary
earnings will be $130,050 x 12 x 5 = $7,803,000 (on the assumption that he
remains in the current rank and the salary remains unchanged throughout the
period).

(1)

The enhanced lump-sum gratuity and monthly pension would have been
$7,444,640 and $44,313 based on the formula of an enhancement by 10 months
for 3 years of pensionable service. The enhancement is capped by 100 months
and the total pension benefits, including the enhanced pension, cannot exceed
the entitlement at the age of 60.

