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LEGISLATIVE COUNCIL BRIEF

2009-10 CIVIL SERVICE PAY ADJUSTMENT

INTRODUCTION

At the meeting of the Executive Council on 23 June 2009, the
Council ADVISED and the Chief Executive ORDERED that -

(@) civil service pay for the lower and middle salary bands should
be frozen;

(b) civil service pay for the upper salary band and above should be
reduced by 5.38%, subject to the proviso that no pay point in
the upper salary band should be less than $48,700 (i.e. $300
above the upper limit of $48,400 of the middle salary band);
and

(c) the Public Officers Pay Adjustment Bill (the Bill), at Annex A,
should be introduced into the Legislative Council (LegCo).

JUSTIFICATIONS
(A) Pay Offers to the Staff Sides

2. Pursuant to the decision of the Chief Executive (CE)-in-Council on
16 June 2009, the following pay offers were made to the staff sides of the
four central consultative councils for further consultation —

(@) a pay freeze for civil servants in the lower and middle salary
bands; and

(b) a pay cut of 5.38% for civil servants in the upper salary
band and above subject to the proviso that no pay point in
the upper salary band should be less than $48,700 (i.e.
$300 above the upper limit of $48,400 of the middle salary
band).
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3. We also forwarded a copy of the draft Bill to them for information
on a without-prejudice to any decision CE-in-Council might take on the pay
adjustment for the civil service in 2009-10. We offered to meet with the
Police Force Council (PFC) staff side and the staff side of the Senior Civil
Service Council (SCSC) to discuss the details of the draft Bill. Both of them
turned down our offer.

(B) Staff Sides’ Responses to the Pay Offers

4. The responses of the four central consultative councils to the pay
offers are at Annexes B to E. In addition, the PFC staff side and the Hong
Kong Chinese Civil Servants’ Association (HKCCSA) have each sent a letter to
members of the Executive Council (ExCo) dated 19 and 22 June 2009
respectively. These are attached at Annexes F and G. The PFC staff side
has also sent a letter dated 19 June 2009 to the CE, copied to members of
ExCo and the LegCo, petitioning for the appointment of a committee of
inquiry (Col) on the 2009 Pay Trend Survey (PTS) and for withholding a
decision on the pay adjustment for police officers in 2009 until conclusion of
the work of the Col. A copy of this petition is at Annex H.

5. In brief, save for the PFC staff side, the staff sides of the
remaining three central consultative councils are agreeable to the pay freeze
offer for civil servants in the middle and lower salary bands.

6. In brief, the Association of Expatriate Civil Servants of Hong Kong
(AECS) and the Hong Kong Senior Government Officers Association
(HKSGOA) consider that the 5.38% pay reduction offer for civil servants in
the upper salary band to be unreasonable and unacceptable on grounds of (i)
the existence of inflation, (ii) the deferred implementation of the grade
structure reviews (GSR) for the directorate grade officers and two civilian
gradesi, (iii) the discrepancy in the proposed treatment for civil servants in
the middle and lower salary bands and those in the upper salary band which
is discriminating and divisive, (iv) the proposed rate of pay reduction for the
upper salary band is the highest in living record, and (v) the pay adjustment
IS supposed to take into account a number of factors including civil service
morale and not just the pay trend indicator (PTI). They consider an
equitable and reasonable pay adjustment is a pay freeze for all the three
salary bands.

1 In end 2007, the Administration invited the relevant advisory bodies on civil service
salaries and conditions of service to conduct GSRs for, among others, the directorate
grades and selected non-directorate civilian grades. For non-directorate civilian
grades, the GSR covered the Government Counsel grade and the related Solicitor grade
and Legal Aid Counsel grade, as well as the Veterinary Officer grade. These two GSR
reports as well as the GSR report on disciplined services were submitted to the CE on
27 November 2008.



7. The HKSGOA further suggests that if its pay freeze proposal for
the upper salary band and above is not accepted, the pay for at least those
remunerated on Master Pay Scale 34 to 44 should be frozen. This is because
these officers are usually in the age of 30-40 who have just had their families,
with heavy family and financial burdens. Furthermore, the pay of these
officers is not much higher than those in the middle salary band.

8. In brief, the HKCCSA reiterates its earlier stance that there
should be an across-the-board pay freeze for the entire civil service. It
considers that this would minimise the impact on the civil service and avoid
possible complications arising from the 2009 PTS, the findings of which were
not accepted and validated by the two representatives of the HKCCSA on the
Pay Trend Survey Committee (PTSC) (one belonging to the SCSC and another
to the Model Scale One Staff Consultative Council).

9. In brief, the staff side of the Disciplined Services Consultative
Council considers that on equity ground, the pay for civil servants in the
upper salary band should also be frozen. If it is considered necessary to
reduce the pay for this group of civil servants, then for staff morale and
fairness reasons, the pay reduction should be moderated from 5.38% to
3.45%, on the grounds that (i) since the -1.34% gross PTI for the middle
salary band is effectively set aside in the pay freeze offer for civil servants in
this salary band, this rate of reduction should also be set aside when
determining the pay adjustment for civil servants in the upper band; and (ii)
the 2008-09 payroll cost of increments for civil servants in the upper salary
band (namely 0.59%) should not be taken into account. While stressing its
respect for the established mechanism and its willingness to accept a pay
reduction if so decided by the Administration, it considers that the
Administration too should adhere to the established mechanism and
implement all those recommendations that can boost staff morale in the GSR
of the disciplined services with retrospective effect from 1 April 2009.

10. In brief, the staff side of the PEC views the pay offers as a serious
departure from the improved mechanism on pay endorsed by the CE-in-
Council in 2007 and as a politicisation of the pay adjustment mechanism
which it cannot accept. It reiterates that it cannot accept the findings of the
2009 PTS because the survey field should not have included the two
companies code named LO80 and LO57 and the gross PTIs should not have
been calculated with the inclusion of the data of these two companies. It
states that it can only accept the re-calculated gross PTls after excision of
these two companies (namely +0.75% for the lower band, +0.83% for the
middle band, and -1.59% for the upper band). It further states that in the
event of a pay cut being implemented on the civil service, this should not be
applied to police personnel as the Police role in Hong Kong is unique and the
Police are facing a series of challenges in 2009. It demands that the
recommendations in the GSR of the disciplined services (save for those it
considers problematic) should be implemented (and backdated to 27
November 2008) prior to application of the re-calculated gross PTIs.
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(C) Rates of Civil Service Pay Adjustment for 2009-10

11. Having considered the contents of the staff sides’ responses to the
pay offers and after taking into account the relevant factors for consideration
of the annual civil service pay adjustment (viz. the net PTIs, state of the
economy, changes in the cost of living, the Government’s fiscal position, staff
sides’ pay claims and civil service morale), the CE-in-Council remains of the
view that the pay offers made on 16 June 2009 have struck the right balance.
The CE-in-Council therefore decided that civil service pay should be adjusted
in accordance with the pay offers made.

PUBLIC OFFICERS PAY ADJUSTMENT BILL

12. For certainty and to forestall possible legal challenges, legislation
IS required to effect civil service pay reduction. A Bill — the Public Officers
Pay Adjustment Bill — to effect pay reduction for civil servants in the upper
salary band and above has been prepared and is attached at Annex A.

(A) Coverage of the Bill
13. The coverage of the Bill is as follows -

(@) civil servants, including those serving in the Hospital
Authority (HA), who are remunerated within the upper salary
band and above (i.e. with monthly pay above $48,400);

(b) officers in the Independent Commission Against Corruption
(ICAC) whose monthly pay is above $48,400. This is in
keeping with the established practice of adjusting the pay of
ICAC officers strictly in accordance with the pay adjustments
to civil servants at comparable levels;

(c) the Director of Audit, whose pay is determined by the CE
under section 4A of the Audit Ordinance (Cap. 122) by order
published in the Gazette. Currently, the pay of the Director
of Audit is set at a value equal to the dollar value of Point 6
on the Directorate Pay Scale (DPS) plus 25% of the difference
between the dollar value of DPS 7 and DPS 6;

(d) public officers whose monthly pay is above $48,400 and is
determined on the basis of civil service pay, and/or linked to
civil service pay adjustment, other than those mentioned in
(a) to (c) above; and

(e) allowances which are linked to civil service pay adjustment.



14. The Bill is not applicable to -

(@)

judges and other judicial officers whose pay adjustment
follows a mechanism that is independent of and separate
from that of the civil service;

political appointees, whose pay is delinked from that of the
civil service;

non-civil service contract staff in the Government whose
employment package is separate and different from that of
the civil service;

staff in the subvented sector who are employed by individual
organisation on its own terms and conditions, and whose
employment is governed by the Employment Ordinance (Cap.
57). It remains our position that pay adjustment for these
employees should be made in accordance with the terms of
their contracts and the relevant provisions under the
Employment Ordinance;

public officers whose pay is not determined on the basis of
civil service pay and/or linked to civil service pay adjustment;
and

allowances which bear no relationship with pay adjustments
to the civil service, e.g. housing allowances, education
allowances, leave passage allowance, etc.

(B) Operative Date of the Pay Reduction

15. Under the Bill, the pay reduction will take effect from the first
date of the month immediately following the month during which the Bill
commences? (hereinafter referred to as the “operative date”).

(© Key Provisions of the Bill

16. The key provisions of the Bill are set out below -

(@) Clause 2 defines terms used in the Bill;

2

Under the Interpretation and General Clauses Ordinance (Cap. 1), an ordinance will

come into commencement on the date when it is published in the Gazette following
enactment by LegCo.
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(9)
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(k)

Clause 3 requires that the dollar value of all pay points shall be
rounded up to the nearest $5, and stipulates that where the
dollar value of a pay point after adjustment is less than
$48,700, it should be brought up to $48,700;

Clause 4 provides that the Bill does not apply to judges and
other judicial officers;

Clause 5 reduces the dollar value of the relevant pay points on
the civil service pay scales and those on the HA pay scales
(insofar as they are applicable to civil servants in the HA) by
5.38% with effect from the operative date;

Clause 6 reduces the dollar value of the relevant pay points on
the ICAC pay scale by 5.38% with effect from the operative date;

Clause 7 reduces the pay payable to the Director of Audit by
5.38% with effect from the operative date;

Clause 8 provides that where the monthly pay of a public officer
(other than civil servants, ICAC officers covered by clause 6 and
the Director of Audit) is above $48,400, and is determinable
and/or adjustable, in accordance with or by reference to,
directly or indirectly, a pay point on, or where applicable,
adjustments to, the civil service pay scales/ICAC pay scales,
their pay shall be determined and/or adjusted in accordance
with or by reference to that pay point as adjusted by this Bill or,
where applicable, the rate of adjustments made by this Bill to
those scales;

Clause 9 applies the adjusted pay scale in determining the
amount of an allowance that is determinable in accordance
with or by reference to a point or points on that scale;

Clause 10 provides for adjustments to be made to the amount
of allowances in accordance with or by reference to the rate of
adjustments being made by the Bill to a pay scale to the extent
that the allowance is adjustable in accordance with or by
reference to that scale;

Clause 11 makes it clear that the Bill does not prohibit or affect
pay adjustments, and adjustments to allowances, on or after
the operative date;

Clause 12 varies the contracts of employment of public officers
so that those contracts expressly authorise the adjustments
made by the Bill; and



() Clause 13 repeals the Public Officers Pay Adjustment
Ordinance (Cap. 574) and the Public Officers Pay Adjustments
(2004/2005) Ordinance (Cap. 580) which are now spent.

LEGISLATIVE TIMETABLE

17. The legislative timetable is as follows -
Publication in the Gazette 26 June 2009
First Reading and commencement of Second 8 July 2009

Reading Debate

Resumption of Second Reading Debate, To be notified
committee stage and Third Reading

IMPLICATIONS

18. The Basic Law, financial and economic implications of the
decision are the same as those set out in the Legislative Council Brief on this
subject issued on 16 June 2009.

PUBLICITY

19. The Secretary for the Civil Service has informed the staff sides of
the decision on the 2009-10 civil service pay adjustment earlier today (23
June 2009) and on other related matters. A press release will be issued later
today and a spokesman will be made available to handle media enquiries.
The LegCo Panel on Public Service will discuss the 2009-10 civil service pay
adjustment at its regular meeting on 29 June 2009, i.e. before the Bill is
introduced into the LegCo for First and Second Reading on 8 July 2009.

SUBJECT OFFICER

20. Enquiries on this brief should be addressed to Mr. Chris Sun,
Principal Assistant Secretary for the Civil Service (Tel.: 2810 3112).

Civil Service Bureau
23 June 2009
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A BILL
To

Adjust the pay, and the amount of certain alowances, payable to certain civil
servants and officers of the Independent Commission Against Corruption
and certain other public officers whose pay or alowance amount is
determinable, or (for pay) determinable and adjustable, in accordance with
or by reference to acivil service pay scale or the Independent Commission
Against Corruption Pay Scale or adjustable in accordance with or by
reference to adjustments made to such a scale.

Enacted by the Legidative Council.

PART 1

PRELIMINARY

1.  Short title
This Ordinance may be cited as the Public Officers Pay Adjustment
Ordinance.

2. Interpretation
D In this Ordinance —

“alowance” (7E#HY5) means any remuneration, other than pay, payable to a public
officer;

“civil servant” (/27 &) means a public officer employed by the Government on
civil service terms of appointment at a civil service rank;

“civil service pay scale” (/15 E#iik3<) means a pay scale specified in Part 1
of the Schedule between the points on that scale specified in that Part (both

pointsinclusive);



“Hospital Authority civil servant” (B2liE B 5055 &) means a civil servant
serving in the Hospital Authority whose pay is determined in accordance
with a point on aHospital Authority pay scale;

“Hospital Authority pay scale’ (2 [i%& H H#H K 3F) means a pay scae
gpecified in Part 3 of the Schedule between the points on that scale
specified in that Part (both points inclusive);

“ICAC officer” (B A\ &) means a public officer who is an officer within the
meaning of the Independent Commission Against Corruption Ordinance
(Cap. 204);

“ICAC pay scae” (F&&E A B #ft7%) means the pay scale specified in Part 2 of
the Schedule between the points on that scale specified in that Part (both
points inclusive);

“operative date” (& fii H H) means the first day of the month immediately
following the month during which this Ordinance commences;

“pay” (#7H) means any remuneration payable to a public officer as salary,
wages, a consultancy fee or an honorarium;

“pay scale” (¥7ft7%) means a civil service pay scale, a Hospital Authority pay
scale or the ICAC pay scale.

2 If the rules (however expressed) by which adjustments may be
made to the pay, or to the amount of an alowance, payable to a public officer
refer to civil service pay increases as the factor or one of the factors by which the
pay or the amount of the allowance is adjustable, then for the purposes of this
Ordinance, the reference to civil service pay increases must be taken for a public
officer to whom section 8 applies to be areference to adjustments made to a civil

service pay scale.



3. Pay point and pay adjustment rules

@ If the adjustment of a point on a pay scale by this Ordinance results
in a dollar value for that point of an amount that is not a multiple of $5, the
resulting dollar value must be rounded up to the nearest $5.

2 If the adjustment (with any required rounding up) of a point on a
pay scale by this Ordinance results in a dollar value for that point of an amount
that is less than $48,700, the resulting dollar value must be increased to $48,700.

(©)) If the adjustment of the pay payable to the Director of Audit under
section 7 or to a public officer under section 8 results in adollar value that is not

amultiple of $5, the resulting dollar value must be rounded up to the nearest $5.

4. Non-application to judicial officers

This Ordinance does not apply to the pay or allowances payable to —
@ a person holding a judicial office specified in Schedule 1
to the Judicia Officers Recommendation Commission
Ordinance (Cap. 92); or
(b) any other judicial officer appointed by the Chief Executive
or by the Chief Justice.

PART 2

ADJUSTMENT OF PAY

5. Civil servants

@D On the operative date each civil service pay scale is adjusted by
reducing the dollar value of each point on the scale by 5.38%.

2 The pay payable to a civil servant in accordance with a civil
service pay scale as adjusted under subsection (1) is payable with effect from the
beginning of the operative date.

(©)) On the operative date each Hospital Authority pay scae is, in its
application to a Hospital Authority civil servant and not otherwise, adjusted by
reducing the dollar value of each point on the scale by 5.38%.



4 The pay payable to a Hospita Authority civil servant in
accordance with a Hospital Authority pay scale as adjusted in its application to
him or her under subsection (3) is payable with effect from the beginning of the

operative date.

6. ICAC officers paid in accordance with
ICAC pay scale

@D On the operative date the ICAC pay scale is adjusted by reducing
the dollar value of each point on the scale by 5.38%.

2 The pay payable to an ICAC officer in accordance with the ICAC
pay scale as adjusted under subsection (1) is payable with effect from the
beginning of the operative date.

7. Director of Audit
@ On the operative date the pay payable to the Director of Audit is

adjusted by reducing it by 5.38% and the pay as so adjusted is payable with
effect from the beginning of that date.

2 This section has effect despite anything to the contrary in section
4A of the Audit Ordinance (Cap. 122) or in any order made under that section.

8.  Other public officers
@ This section applies to a public officer to whom a monthly pay of

more than $48,400 is payable immediately before the operative date and who is
not a civil servant, an ICAC officer covered by section 6(2) or the Director of
Audit.

2 If the pay payable to the public officer is determinable in
accordance with or by reference to, directly or indirectly, a point on a civil
service pay scale or on the ICAC pay scale, then from the beginning of the
operative date, the pay is to be determined in accordance with or by reference to
the dollar value of that point as reduced by section 5(1) or 6(1), as the case

requires.



(©)) If the pay payable to the public officer is adjustable in accordance
with or by reference to, directly or indirectly, adjustments made to a civil service
pay scale or the ICAC pay scale, then to the extent that it is so adjustable, on the
day of the first adjustment to the pay that is to be made on or after the operative
date, the pay is to be adjusted in accordance with or by reference to the rate of
adjustments made to that scale by section 5(1) or 6(1), as the case requires, and
the pay as so adjusted is payable with effect from the beginning of that day.

4 If the pay payable to the public officer is determinable and
adjustable in accordance with or by reference to, directly or indirectly, a point on
a civil service pay scale or on the ICAC pay scale, then from the beginning of
the operative date, the pay is to be determined and adjusted in accordance with
or by reference to the dollar value of that point as reduced by section 5(1) or 6(1),

asthe case requires.

PART 3

ADJUSTMENT OF ALLOWANCES

9. Allowances determinable in accordance with
or by reference to pay point or points

If the amount of an allowance payable to a public officer is determinablein
accordance with or by reference to, directly or indirectly, a point, or more than
one point, on a civil service pay scale or on the ICAC pay scale, then from the
beginning of the operative date and in so far as the allowance is payable for or
attributable to any period beginning on or after that date, the amount is to be
determined in accordance with or by reference to the dollar value of that point,
or those points, as reduced by section 5(1) or 6(1), as the case requires, with the

result rounded up to the next dollar.



10. Allowances adjustable in accordance with or
by reference to pay scale adjustments

@D If the amount of an alowance payable to a public officer is
adjustable in accordance with or by reference to, directly or indirectly,
adjustments made to a civil service pay scale or the ICAC pay scale, then to the
extent that it is so adjustable, on the day of the first adjustment to the amount of
the allowance that is to be made on or after the operative date, the amount is to
be adjusted in accordance with or by reference to the rate of adjustments made to
that scale by section 5(1) or 6(1), as the case requires, with the result rounded up
to the next dollar.

2 The adjusted allowance is payable with effect from the beginning
of the day on which the adjustment is made in so far as it is payable for or

attributable to any period beginning on or after that day.
PART 4

GENERAL PROVISIONS AND REPEALS

11. Future adjustments

This Ordinance does not prohibit or affect any other adjustment being
made to the pay, or to the amount of any allowance, payable to a public officer
on or after the operative date or with effect from the operative date or any later
date including, for the Director of Audit, by an order made under section 4A of
the Audit Ordinance (Cap. 122).

12. Express authority for adjustments

The contract of employment of any public officer is varied so as to
expressly authorize the adjustments made by this Ordinance to the pay, or to the

amount of any allowance, payable to the public officer.

13. Repeals
The Public Officers Pay Adjustment Ordinance (Cap. 574) and the Public

Officers Pay Adjustments (2004/2005) Ordinance (Cap. 580) are repeal ed.



SCHEDULE [s. 2]

PAY SCALES

PART 1
CivIL SERVICE PAY SCALES
1. Master Pay Scale — point 34 (33A) to point 49
2. Police Pay Scale — point 36 to point 59
3.  Genera Disciplined Services (Commander) Pay Scale — point 1 to point 4
4.  Genera Disciplined Services (Officer) Pay Scale — point 20 to point 38
5.  Directorate Pay Scale — point D1 to point D10
6. Directorate (Legal) Pay Scale—point DL1 to point DL7
PART 2
|CAC PAY SCALE
Independent Commission Against Corruption Pay Scale — point 28 to point 48
PART 3
HOSPITAL AUTHORITY PAY SCALES
1. Hospital Authority General Pay Scale — point 34 to point 56

2. Hospital Authority Management Pay Scale — point 9 to point 46



Explanatory Memorandum

The object of this Bill is to adjust the pay, and the amount of certain
allowances, payable to certain civil servants and officers of the Independent
Commission Against Corruption and certain other public officers whose pay or
allowance amount is determinable, or (for pay) determinable and adjustable, in
accordance with or by reference to a civil service pay scale or the Independent
Commission Against Corruption Pay Scale or adjustable in accordance with or
by reference to adjustments made to such a scale. The pay scales that are
affected by this Bill are the civil service pay scales, the Hospital Authority pay
scales (in their application to civil servants serving in the Hospital Authority)
and the ICAC pay scale as described in the Schedule to this Bill. For some pay
scales it is only the part between pay points at the upper level that constitute the
pay scale for the purposes of this Bill. This Bill does not affect pay points on a
pay scale that have adollar value of $48,400 or less.

Part 1 — Preliminary

2.  Clause 2 defines terms used in this Bill and provides for the effect of any
rules that refer to civil service pay increases as the factor or one of the factors by
which adjustments may be made to the pay, or to the amount of an allowance,
payable to a public officer.

3. Clause 3 contains rounding up rules for both the dollar value of pay points
on pay scales and actual pay amounts.

4. Clause 4 provides that this Bill does not apply to judicial officers.

Part 2 — Adjustment of Pay

5. Clause 5 reduces by 5.38% the dollar value of each pay point on the civil
service pay scales and on the Hospital Authority pay scales in their application
to civil servants serving in the Hospital Authority. Pay is payable to civil

servants in accordance with the adjusted pay scales with effect from the



beginning of the operative date. The operative date is defined in clause 2 as the
first day of the month immediately following the month during which this Bill
(when enacted) commences.

6. Clause 6 reduces by 5.38% the dollar value of each pay point on the ICAC
pay scale. Pay is payable to ICAC officers in accordance with the adjusted pay
scale with effect from the beginning of the operative date.

7.  Clause 7 reduces the pay payable to the Director of Audit by 5.38% with
effect from the beginning of the operative date.

8. Clause 8 applies from the beginning of the operative date a civil service
pay scale or the ICAC pay scale as adjusted by this Bill (when enacted) to other
public officers with a monthly pay immediately before the operative date of
more than $48,400 if their pay is determinable, or determinable and adjustable,
in accordance with or by reference to, directly or indirectly, a pay point on that
scale. The clause also contains adjustment rules applicable to the pay payable to
a public officer whose pay is adjustable in accordance with or by reference to,
directly or indirectly, adjustments made to a civil service pay scale or the ICAC

pay scale.

Part 3 — Adjustment of Allowances

9. Clause 9 applies from the beginning of the operative date a civil service
pay scale or the ICAC pay scale as adjusted by this Bill (when enacted) in
determining the amount of an allowance payable to a public officer if the amount
is determinable in accordance with or by reference to, directly or indirectly, a
pay point, or more than one pay point, on that scale.

10. Clause 10 contains adjustment rules applicable to the amount of an
allowance payable to a public officer if the amount is adjustable in accordance
with or by reference to, directly or indirectly, adjustments made to a civil service

pay scale or the ICAC pay scale.
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Part 4 — Genera Provisions and Repeals

11. Clause 11 provides that this Bill does not prohibit or affect other
adjustments made to the pay, or to the amount of any allowance, payable to
public officers on or after the operative date or with effect from the operative
date or any later date including, for the Director of Audit, by an order made
under section 4A of the Audit Ordinance (Cap. 122).

12. Clause 12 varies the contracts of employment of public officers so that
those contracts expressly authorize the adjustments made by this Bill.

13. Clause 13 repeals the Public Officers Pay Adjustment Ordinance (Cap.
574) and the Public Officers Pay Adjustments (2004/2005) Ordinance (Cap.

580) which are now spent.
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Hong Kong Senior Government Association of Expatriate Civil
Officers Association Servants of Hong Kong
.G13, Central Government Offices G12, Central Government Offices

East Wing, Hong Kong East Wing, Hong Kong

Miss Denise YUE

Secretary for the Civil Service

Room 1024B, 10/F, West Wing,

Central Government Office,

Hong Kong

Dear Miss YUE, ~ 17 June 2009

2009-2010 Civil Service Pay Adjustment

Thank you for your letter of 16 June on the pay offers made by the Chief
Executive-in-Council. We consider that the adjustment of —5.38% to the upper
band unreasonable and unacceptable for the following reasons:

(a) Inflation during the period in question was +2.47%.

(b) The deferred Grade Structure Reviews for Directorate Grade Officers and
the two civilian grades recommended equivalent pay increases of about 3 to
5%.

(c¢) The pay adjustment mechanism is supposed to take into account of a
number of factors, including civil service morale, not just the pay trend
indicator. '

(d) The discrepancy in the proposed treatment for the lower and middle bands,
and the upper band is discriminating and divisive.

| (e) The proposed rate of pay reduction for the upper band is the highest in

living record.
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Taking all these factors into account, we reiterate that an equitable and
reasonable pay adjustment for all the three bands should be a pay freeze.

Yours sincerely,

X o

( SO Ping-chi ) ( Steve BARCLAY )
for Hong Kong Senior Government for Association of Expatriate
Officers Association Civil Servants of Hong Kong
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Hong Kong Senior Government

Officers Association
G13, Central Government Offices
East Wing, Hong Kong

Miss Denise YUE
Secretary for the Civil Service

Room 1024B, 10/F, West Wing,

Central Government Office,
Hong Kong

Dear Miss YUE, 18 June 2009

2009-2010 Civil Service Pay Adjustment

Further to the joint response of our Association and the Association of
Expatriate Civil Servants of Hong Kong to the pay offers dated 17.6.2009,
and without prejudice to our proposed pay freeze for all the three bands, the
Hong Kong Senior Government Officers Association would like to highlight
that the living hardship of those officers in the upper band with pay points
from MPS Pt. 34 to 44 should not be ignored and must be taken care of, in
particular, under the undesirable pay cut situation. We would like to urge
you to convey the following facts about this group of officers to the Chief
Executive-in-Council for their careful consideration:

(a) These officers are usually in the age range of 30 to 40. Most of them
have just had their own families and need to face a lot of family and
financial burdens and work pressure.

(b) Their pay levels are not much higher than those in the middle band.
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In case the Chief Executive-in-Council does not accept the proposal of pay
freeze for directorate grade and upper band officers, we sincerely hope that
the Chief Executive-in-Council would take into account of the above facts
and also make a pay offer of pay freeze to those officers with pay points
from MPS Pt. 34 to 44, which, I think, would be acceptable to the public.

Yours sincerely,

( SO Ping-¢Hii )
Chairman
Hong Kong Senior Government
Officers Association
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STAFF ASSOCIATIONS

39/F, ARSENAL HOUSE
PoLICE HEADQUARTERS

Telephone: 2860 2645 1 ARSENAL STREET HONG KONG

Fax: 2200 4355

Our Rer: (17) in SS/C 1/12 Pt.13

YOUR REF:

17" June 2009
Miss C.Y. Yue Denise, GBS JP
Secretary for the Civil Service,
10/F, West Wing, Central Government Offices,
11 Ice House Street, Central
Hong Kong.

Dear Miss Yue,

2009 Civil Service Pay Adjustment

We refer to your letter of 16th June, advising us of the CE-in-Council’s decision to
offer lower and middle salary bands a pay freeze and those in the upper band a salary cut of
5.38%. A wave of extreme anger and disappointment swept across the Hong Kong Police on

the afternoon of Tuesday 16th June 2009, as officers learned of the these proposals. Much of
the anger centres around the fact that you refer to an“ established mechanism” when in fact
you and the CE have deviated from that mechanism in accepting the findings of a tainted PTS
upon which to base the offer.

Our patience is being tested and we exercise restraint and caution. We would like
to work the issues through in a rational and business like manner but frankly this can only be
achieved if there is a change in attitude on your part, to provide some genuine sensitivity and
time to explore our views.

We ask for a proper and careful review the 2009 Pay Trend Survey, the exclusion
of companies L0800 and LO57 and for us to be provided with a clearer outline of the
Administration’s views and timeframe for the Grade Structure Review (GSR). We need to
know how the GSR integrates with the prospective date of the Pay Trend Survey to avoid
further damaging relations.

It appears that the decision of CE in Council and the 2009 Pay Offer has become
part of the politicization of the process, with a focus on senior officials pay, to assure support

in the community for the CE’s political base in the lead up to July 1St and meet the demands
of the business interests that guide Hong Kong. We realize we are being asked to ’stand
together with the public at difficult time’, to support the CE and Hong Kong and make
difficult sacrifices in our remuneration. This is a hard choice when we have stood by Hong
Kong patiently, apparently disrespected whilst waiting for what has been promised but
remained unrealized for so long. We have been asked to accept an open-ended and vague
statement on the further deferment of the Grade Structure Review, a review that has been
outstanding for too many years.

HONG KONG
SUPERINTENDENTS’ POLICE INSPECTORS’ OVERSEAS INSPECTORS’ JUNIOR POLICE OFFICERS’
ASSOCIATION ASSOCIATION ASSOCIATION ASSOCIATION
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Whilst many in our community have enjoyed relative prosperity and a general
improvement in the quality of their life from 2004 to 2008, the situation for Police has been
eroded year on year since 1997 and we have endured three pay cuts (possibly 4 now) and two
pay freezes. Colleagues are openly stating that ’Enough is enough’ and a pay cut by
legislation is not something that should be entered into or accepted by the Police at this time.

As police officers we seek fairness and openness in our dealings, a level playing
field and strict implementation of established mechanisms. We have raised issues with this
year’s PTS because of a failure of the mechanism, not because the figures have shown a
negative result. There must be a way to arbitrate our dispute rationally rather than being
ignored. Our members feel the process is being stage-managed by the Administration and
by the Secretary for the Civil Service and that we as individuals can either resign ourselves to
this fact or stand by our principles and justify the unique responsibilities and difficulties of
the Police Force in the full glare of the public. Without integrity everything else is flawed.

Our members feel this Pay "Offer” has been reached without proper regard and
emphasis on the seriousness and a real understanding of the poor situation of morale in the

Police, the uncertainty over the Grade Structure Review since the report published on 27th
November 2008 and our genuine concerns on the manipulation and abuse of process that
took place within the Pay Trend Survey and Pay Trend Survey Committee in 2009. There is
no sensitivity to openly discuss or even explore our concerns on the inclusion of two
companies L080 and LO57 in 2009 Pay Trend Survey. Failing to respect the opinions of the
Police on these issues signals a difficult and uncertain period for our organisation within the
Civil Service. There is no sign of sincerity by this Administration in working in a proper
consultative framework with the Police Staff Side. We continue to live in hope of a
turnaround.

In addition, the fact is that submissions on the Grade Structure Review from both
the Commissioner of Police and Staff Side and the personal intervention and letter from

Commissioner of Police, dated 5th June 2009 to you as Secretary for the Civil Service on the
Grade Structure Review have not been respected or acted upon with any sincerity to engage
us and provide your views is most worrying.

We have expressed views on the 2009 Pay Adjustment for Police officers in the
Pay Claim Letter (10) in SS/C 1/12 Pt.13, dated 11th June 2009 and this submission is

included in a briefing paper to LegCo CSBCR/PG/4-085-001/62 dated 16t June 2009.
However, we have grave concerns in the way the process for the PTS is being represented, or
“misrepresented”, to the CE in Council and LegCo. We are in the process of writing to
Executive Councillors and Legislators to ask them to critically examine the information they
are provided by the Administration.

Again today, we are asked to submit to an unreasonable request to provide our
response to the pay offer from CE in Council, less than 24 hours after a controversial and
clearly politically motivated announcement on the pay of political appointees. There needs to
be clear differentiation on the decision and process for payments of salaries for political
assistants and others appointees earning above HK$134,000 dollars and the upper band
employees in the civil service, many of whom are actually working at only the ‘median level
to private sector pay’.
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Although we refer to Upper band | and Upper band Il in the civil service we should
all recognize the distinction where Upper band | have a more modest pay range from
HK$48,401 to HK$77,675, falling well short of any such appointees. These are mainly staff
in the Inspectorate frontline command.

We are not in agreement with some other staff associations and unions and as a
matter of principle do not accept any return to ad-hoc decision making on salaries. There is
unfairness to employees and the public when ‘behind the scenes’ deals are struck for pay
freezes. We see this as a serious departure and about face from the improved mechanism of
Civil Service Pay adjustment, a mechanism that was only introduced in 2007.

This approach and the way you treat the Staff Side damages the relations we
should have with you as Secretary for the Civil Service. We have been called to meet with
you tomorrow to be informed of the contents of a bill to implement the pay cut through
legislation. Quite frankly this meeting, planned ahead of our submission of these comments
on the pay offer, further demonstrates a complete lack of empathy and interest in listening or
honestly handling any of our views.

We have a duty to represent our members the 27,000 men and women of the Hong
Kong Police to place our comments on record and we request that these be reproduced in full
in any submissions on Police Pay to the CE in Council, Legislators, business and various
community groups. We can only continue to serve with dedication in the hope there is mutual
respect for transparency, disclosure and full exploration of issues. For the sake of clarity we

now have the following points to make on the pay offer made by CE in Council on 16th June
2009 that need to be resolved.

(@ We would view this pay offer as a serious departure from the improved mechanism on
pay endorsed by the CE-in-Council in 2007 and as a politicization of the pay adjustment
mechanism, which we cannot accept. Assurances that there would be no impact or ‘carry
forward’ of any pay offer against future adjustments are noted and supported as a clear matter
of principle;

(b) It would be improper for CE in Council to make a pay offer based upon the tainted
2009 PTS results. There are 119 surveyed companies with both positive and negative results
that can be reliably found to fit the methodology of the PTS, which needs to exclude two
companies L080 and L057. We in the Police can only accept the validity of Gross PTI
results with an increase of +0.75% for the lower band, +0.83% for the middle band
and — 1.59% for the upper band;

(c) We seek application of Gross Pay Trend Indicators without the practice of the
Administration for deduction of increment cost for the Police, given that 75% of the Hong
Kong Police Force is not receiving any annual increment whilst the Grade Structure Review
is outstanding. We would also note that the percentage of each increment for our frontline
junior officers consistently lags behind the general grades by several percent;
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(d)  The Police role in Hong Kong is unique and the Police are facing a series of challenges
in 2009, so the Staff Side would therefore object to any mechanism for a pay cut by
legislation. In the event of a pay cut being implemented on the civil service, this should not
be applied to the Police. CSB should carefully enter into proper negotiation with the staff
side and first consider the impact on the efficiency and morale of frontline Police
commanders and particularly the mid career Inspectorate who direct the day-to-day
operations and prosecutions in each Police District of Hong Kong;

(e) The Administration should implement the recommendations of the GSR in full, save
those identified as problematic in the revised PFC SS GSR Paper 2 / PPS submitted to the

Secretary for Civil Service on 26th February 2009;

()  The proposals in PFC SS GSR Paper 2 / PPS should be implemented in full prior to
application of the PTS results (119 endorsed companies);

(g) The recommendations on the GSR as above should be implemented as soon as possible

and back-dated to the date of the GSR report, 27th November 2008, in accordance with the
established practice; and

(h) Low Morale is a now serious issue in the police force and most officers are despondent
with the Administration’s procrastination over implementation of the Grade Structure Review
recommendations. The bond of trust between police officers and the Administration is now
broken and PFC SS representatives are facing increasing calls for more radical and high
profile action in respect of pay.

Your actions make us believe that the improved pay mechanism that was only
approved by CE in Council in 2007 is now at risk of being irreparably damaged and we
worry that it is in effect already ‘dead in the water’. This year’s approach in the Pay
Adjustment and your failure to meet a pledge to put forward recommendations on the GSR
by mid-year is unacceptable. This action with the deferment of the Grade Structure Review
has caused so much concern and the lowest morale situation within all ranks of the Hong
Kong Police this decade. We urge you to refrain from enacting legislation that will damage
irreparably the relationship between the Police staff side and the Administration.

Yours sincerely,

' 2 -"I&Q_—' I':E'] KL %
N i

1
W

SHAM Wai-kin LIU Kit-ming David WILLIAMS CHUNG Kam-wa
Chairman Chairman Chairman Chairman
SPA HKPIA OIA JPOA

Page 4 of 5



c.C.
Office of the Chief Executive

Chief Secretary for the Administration.
ExCo Members

LegCo Members

Commissioner of Police

Chairman LegCo panel on Public Service
SF(1) in SS/C 1/12, SF(8) in SS/C 1/12
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Disciplined Services Consultative Council

(Staff Side)
Room 139
% 1 SSDSCC/P-3 Central. Government Offices
: CSBCR/PG/4-085-001/62 East Wing

Lower Albert Road
Hong Kong

Tel. No. 2810 2703
Fax No. 2537 6937
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FOLICE FORCE LOUNCIL
STAFF ASSOCIATIONS
IR/F, ARSENAL HOUSE
POLICE HEADQUARTERS
! ARSENAL STREST Hone Kong

P -
197 Tune 2009

The Honourable Denise YUE Chung-yee, GBS, JP
Civil Service Burezu :

Room 10248, West Wing

Central Government Offces

Hong Xong

Executive Councillor

Dear Executive Councillor,

We write fo you as a respected Councillor to ask you and your colleagues to
criticelly sxamine the information and the views expressed in the attached letters at Annex
s ‘A’ and ‘B’ which are respectively our ‘paey claim’ 2nd ‘respemse’ to the Chief

Executive-in-Council regarding his 2009 pay offer dated the 16" June 2009 for Police

Although our Pay Claim Letter [Reference: (10) in SS/C 1/12 P13, dated 107
| is included in a briefing paper to LegCo [CSBCR/PG/4-085-001/62 dated 16¥
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eing represented, and we believe misrepresented, to CE in Council and LegCo. Therefors
we would like to respectfully highlight the following issues to you;

e o

e The LegCo briefing peper does not satisfacterily mention how the Grade Structure
Review for the Police integrates with and will form part of the Civil Service Pay
Mechamismn new or in the future. We have been patiently awaiting this GSR for
twenty years.{FParagraph 3)

» The paper does not properly outline the conduct of this years’' PTS and the “different
views’ clearly expressed. There was a split decision where four out of ten staff
representatives (representing over 100,000 members of the 165,000 strong civil
service) could not validate two companies’ data zs they violated the stated survey
methodology and proper agreements for imclusion {namely compamies LO8Q and
LO57). A further two members contravened their role on the PTSC on the 8% June
with one stating he had reservations on the company LO80 and the other stating the
data on company LOBC was ambiguous but both still procesded to velidate results
Tetzining this tainted data. (Paragraph 3)

= The lack of supperting minutes from the Pay Trend Survey Commities (PTSC)
meeting of 8" June that would explain the split decision and the fact there is no
mechanism to zliow for 2 majority endorsement of the PTS tentative results that have
yet to be produced by the Pay Swrvey Research Unit (PSRU). The long established
and correct precedent for excluding companies where concems are raised hes not been
followed in 2005. The minutes were not 2vaileble by the 16 Juns 2009, the date of
the CE in Council's decision of this pay offer and are still not available to members of
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PTSC. There is unreesonableness and lack of due process. This is now seen 25 2
politica] action with staff ‘rajiroaded’ and ‘meanipuiated’. (Paragraph 3)

The failure to provide information on the Police Staff Side concerns us when there is 2
negative adivstment and for officers who have been on maximum increment for &
number of years, indeed 75% of the Police Eorc'= is already on maximum increment.

{(Paragraph %)

The Jack of information oz the change in the CPI index {reference to the recent paper -

' Legislative Council Brief on Pension Increase 2009, Ref. CSBCR/AP/4-075-005/5

Pt.12] in which c¢ivil service pensions are to be increased by 2.5%. (Paragraph 13)

The lack of information on the background to other staff side requests for pay freezes.
We are not in agreement with some other staff associations and unions and as a matter
of principle do not accept any retwm to ad-hoc decision making on Police salarjes.
There is unfaimess in the system and to employees and the public when *behind the
scenes’ deals are sought for councils to submit claims for pay freezes. We see thisas a
serious deparfure and about face from the improved mechanism of Civil Service Pay
that was only introduced in 2007 to enable strict applicability of upwards end
downwards movement in pay. Our pay claim stands out as the only one willing to
maintain strict applicability and due respect of process. (Paragraph 15)

The lack of detail on the state of low morale and the ongoing Pay Dispute the Polic

have with the administration. There is'no mention of indepeudent Survey reports on

police’ morale conducted in 2004 and 2007, submissions made by both the

Commissioner and Staff Side on low morale as part of the Grade Structurs Review

and reportmg to the Administration on concerns on Police pay. The issue of morale is
- amajor issue that is inadequately covered. (Paragrzph 16)

There is inadequate explanation of the reasening for deferment to the Grade Structure
Review, a process started well zhead of the 2009 Pay trend survey, which has been
subject of procrastination by the Administration. There is'a breakdown in genuine

consultation with Police Staff due to the inaction of the Secretary for the Civil Service.

. (Paravraph 16)

‘The divergence.by the CE in Council from PTS results is a bad precedent that came
before the improved mechanism on Civil Service Salaries in 2007. Such return to
ad-hoc arrangements should be rejected and there is mo justfication ic corrupt 2
process that has been endorsed by the Standing Commission on Civil Selaries and
-indeed the CE-in-Council. (Paragraph 19) '

The implementation of a pay cut by legislation and the mechanism that applic< a pay
freeze to two salary bands 2nd 2 negative adiustment to one saiary band is seen 2s an
‘arbitrary change that affects the established relativities of the Police Pay Scale are it is
one that is not acceptable to staff. The change of relativities is not expla;nvd in the
LegCo briefing paper. (Paragraph 22)

We have yet to be prcmdcd proper disclosure of information on the 2008 and 2009

Pay Trend Survey and now call for your suppert in proper airing and examination of the
issues raised above. Whilst we have agreed 119 companies, many of whom have negative
-adjustments and are the only staff council to recognize 2 three bang adjustment of positive
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and negative indicators we have yet to be given access fo infounation on the detail of the
exclusion of 20 companies and their year on year comparison of data in a.cc_ordancc with
Paragraph 11 a (iii) and (d) of the Pay Trend Survey methodology.

We would welcome the opportunity to meet with you and explain our concerns.
We are preparing to air our views in the Legislative Council, through some form of
Arbitration, 2 Committee of Inquiry and a judicial review, as necessary.

, ‘We have written separately to the CE in Council calling upon him to estsblish 2
Committee of Enquiry into the conduct of the 2009 Pay Trend Survey.

The Police Staff Side reserves the right to exercise our basic ﬁghts and freedoms
in seeking both Judicial and others remedies including individual rights of assembly and free
specch in raising our concerns on these issues with the community at large.

We look forward to meeting with you soon.

Yours faithfully,
signed signed signed signed
SHAM Wai-kin LIU Kit-ming David WILLIAMS CHUNG Kam-wa
Chairman Chaimman Chairman Chairman

SPA HKPIA - . QJA - JPOA
Police Force Council
Staff Side
Encl.

J
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STAREF ASSOCIATIONS

29/F, ARSENAL House
POLICE MEADQUARTERS
I ARSENAL STREET HONG KONG

FHAB=TAE
423E Telephone: 2860 2645
{HH Fax; 22004355

mertgye ourRer: (10)In SS/C 1/12 P13
MEEATUR YOUR REF:

11" June 2009

Miss C.Y. Yue Denise, GBS IP
Secretary for the Civil Service,
10/F, West Wing, Central Government Ofﬁces

. 11 Ice House Street, Central

Hong Kong.

Dear Miss Yue,

2009 Civil Service Pay Adjustment
Paolice Pay Claim

We write in response to the letter from Mr. Brian Lo (CSBCRPG
4-085-001/62) dated 8™ June 2009, declining our request for an extension of the pay
claim' deadline until 22™ June. We believe you could be much more understanding
in your handling of the Staff Side. You should appreciate we needed time to meet
amongst our Executive Committees in this serious task to prepare and submit a Pay
Claim, particularly following the split decision on the tentative 2009 Pay Trend
Survey results at the meeting of the PTSC on 8th June 2009.

~ We find it unacceptable that on such a key issue of Police Pay your approach
is to rush the process without appreciating the concemns that any action on the 2009
Pay Trend Survey will now be seen as unfair and unreasonable without sufficient
commitment by SCS to complete the Grade Stmcture Review first, with a fair and
reasonable package that must be retrospective to 27" November 2008. The fact that

. the Secretary for the Civil Service has now seen it to refuse to discuss the GSR with

us or honour her pledge to scek a decision by CE-in-Council by mid-2009 is
unacceptable and resonates very badly amongst the dcdlcated 27 000 men and women
of the Hong Kong Police.

QOur 2009 Police'Pay Claim is carefully considered taking into account the

~ unresolved issues in the tentative results to the 2009 Pay Trend Survey, the low staff

morale relating to the cumrent impasse on the Grade Structure Review, and other

considerations on the state of the economy, changes in cost of living and Governments
fiscal position.

In 2009 we see there is generally a positive change in the cost of living and
associated change in the CPI index and can draw reference to the recent paper —
Legislative Council Brief on Pension Increase 2009 [Ref. CSBCR/AP/4-075-005/5
Pt.12}, in Wthh the size of civil scmcc pensions is to be increased by 2.5% in line

HonG KONG
SUPERINTENDENTS’ POLICE INSPECTORS® OVERSEAS INSPECTORS? JUNICR POLICE OFfFICERS?
ASSOCIATION ' ASSOCIATION o ASSOCIATION ASSOCIATION
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with the year on year improvemen‘e. In terms of the economy as a whole we can rely
upon the statements from the Secretary for Financial Services and the Treasury, Mr.
CHAN Ka-keung, made on 23" May, when he declared Hong Kong’s “banking
system is stable, and we did not have a credit crunch. Hong Kong’s financial structure
~ is much more stable, relatively”. The Government’s fiscal position we would argue
has been and continues to be on a solid footing and this is clearly the case when there
is continued spending in all sectors and with the bigger picture in mind on ten
infrastructure projects. We would argue that responsible Government needs to invest
in people as well as infrastructure and assure the key reasons for Hong Kong success
are not undermined by short sighted thinking. Hong Kong interests, stability and
community confidence needs an efficient and weli-motivated Hong Kong Police.

Following the 75" Meeting of the PTSC on 8" June, you will be well aware
that the PFC SS did NOT validate the tentative results of the 2009 PTS. Two other
members supported our position and two members who did validate actually
expressed concerns before doing so but, contrary to the terms of reference of the
PTSC, actually took into account unrelated external factors such as the economic
situation. In fact, the validation of the 2009 PTS survey results in spite of the fact that
two companies were not endorsed for the survey field and one company did not meet
the agreed calculation criteria amounts to an abuse of process. We also note Wlth
concern media reports that the Government was “lobbying behind the scenes”,
confirming our worst fears about this abuse of process. We will be addressing Lhe
Chief Executive on this and other issues in due course, with a view to seeking a

' Committee of Inquiry in respect of the conduct of the 2008 and 2009 PTS. The issues

on the 2009 PTS arc summarised in Annex “A’.

In light of the above, it would be improper for the PFC S8 to submit a pay
claim based upon the tainted 2009 PTS results. In 2009, the police representatives on
the PTSC have approached their task in a most serious and responsible manner. There
are 119 surveyed companies with both positive and negative results that can be

reliably found to fit the methodology of the PTS in accordance with the improved pay

mechanism endorsed by the CE-in-Council. The 2009 PTS needs to exclude two
companies L080 and L057 and we will base our pay claim upon the Pay Trend
Indicators of the 119 companies endorsed in. the 2009 PTS field and as provided to us
by the PSRU in their letter of 29" May, namely an increasc of +0.75% for the lower
band, +0.83% for the middle band and —1.59% for the upper band.

_ The PFC SS seeks application of Gross Pay Trend Indicators without the
practice of the Administration for deduction of increment cost, given that 75% of the
Hong Kong Police Force is not recewmg any annual increment, and sublect to the
following considerations:- :

(@ - The Administration should implement the recommendations of
the GSR in full, save those identified as problematic in the
revised PFC SS GSR Paper 2 / PPS submitted to the Secretazy
for Civil Sexvice on 26" February 2009; |
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(c)

(d)

The proposals in PFC SS GSR Paper 2 / PPS should be
implemented in full prior to application of the PTS results
(119 endorsed companies);

The recommendations in (&) and (b) above should be
implemented as soon as possible and back-dated to the date of
the GSR report, 27" November 2008, in accordance with the
established practice; and

Low Morale is a serious issue in the police force and most

officers are despondent with the Administration’s
procrastination  over  implementation of the GSK

" recommendations. The bond of trust between police officers

and the Administration is now broken and PFC SS

. representatives are facing increasing calls for more radical and

high profile action in respect of pay.

We would view any pay freeze as a serious departure from the improved
mechanism on pay endorsed by the CE-in-Council. We provide these views
understanding the seriousness of the situation at this time and would ask that these are
incorporated in full in any submissions made by the Secretary for the Civil Service 1o
the CE-in-Coufcil and any paper to the LegCo Panel on Public Service. The PFC 8§
is ready to approach the problems arising from GSR and the 2009 PTS in a serious,
rational and responsible manner but we cannot be expected to calm officers
indefinitely. In the coming weeks we urge the Administration to start acting
responsibly in terms of both the GSR and 2009 PTS.

b e

You:s sincerely,

CGW >
— k’f)"—%

SHAM Wai-kin
Chairman
SPA
~C.C.

LIUKit-ming  David WILLIAMS = CHUNG Kam-wa

Chairman ~ Chairman ‘ Chairman
HKPIA ~ OlA IPOA

Office of the Chief Executive

Chief Secretary for the Administration.
. Secretary for the Civil Service (Attn: Chris Sun)

Commissioner of Police
Chairman SCDS

Chairman SCDS Police Sub-Comunittee
Chairman LegCe panel on Public Service

SF(1) in S$/C 1/12, SP(8) in SS/C 1/12

19-JUN-2809 21:33
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Annex ‘A’

2009 Pay Trend Survey

At the meeting of the PTSC on 8™ June 2009 there was a split decision on the
tentative results of the 2009 Pay Trend Survey with the Police Staff Side representatives
along with two other PTSC members, representing four out of ten staff members from Staff
Councils with the support of over 100,000 members and therefore a majority of the 160,000
civil servants, being unable to support the inclusion of any company that does not propetly
meet the existing criteria under Appendix B paragraph 11 a (iir). It is also noted that two
other PTSC staff representatives had raised their reservation and ambiguities with the
inclusion of one company in the survey but then acted contrary to their professional duty as
members of the PTSC and validated the results. Controller PSRU and Chairperson Ms
Virginia CHOI have adopted selective transparency on the information and the PTSC
meetings have suffered from an abuse of process and failure in providing what is needed for a
proper and informed decision by members. The refusal to allow a proper examination of the
documents on both the two companijes, where there were different views and a further 20
companies that have been excluded has brought into guestion the credibility of the PSRU,
PTSC and associated processes. :

The tentative 2009 PTS result were announced in the 73rd PTSC meeting held on
2009-05-18 pm. PFC SS representatives noted that there were problems in validating the
results in the 74" PTSC meeting on 2009-05-25 and another meeting was scheduled on

"2009-06-08. Despite further meetings held with the Controller PSRU Ms Vicky KWAN on

2009- 06 01 and 2009-06-05, PFC SS still could not validate the tentative 2009 PTS results at
the 75% PTSC meeting on 2009-06-08. The reasons have been outlined in Jer’cers to the PTSC
Chairman Ms Virginia CHOI but can be summan7ed as follows:-

(iy Two companies have been included in the survey field without proper endorsemment by
the PTSC, contrary fo the established mechanism;

(i) It transpires that one of those companies was excluded from the 2008 PTS and then
included in the 2009 PTS, having a marked effect in both years. The company was
excluded in 2008 because in that year the company commenced a radical new approach
to its pay.system, with responsibility moving away from the HR department to
individual line managers. They in turn had fo base the basic pay adjustments of their
staff upon a basket of factors, including “internal and external relativities”. As noted by
the PSRU staff in their own file notes, the company therefore had to be excluded upon
the basis of paragraphs 11(e)(iii) — year on year comparison not appropriate — and
11(d) - internal and external relatlvmcs of the survey methodology Material shown to

~the PFC SS shows that the new pay systern has not changed in 2009 and the cornpany
itself continued to be unable to seg:cegate between those non—pa.y trend factors and pay
trend factors, right the way up fo 4% March 2009. On that date they said they could
segregate because the management had decided to adopt an exceptional measure,
' abaudomng its pay systems, with a pay. Jfreeze for 2009 on basic salary. Inclusion of the
company in 2009 is ’cb.ercfore mapproPrza :

(i) Further, we opine that mclusxon should not be based upon a one-off excopnonal change
in pay policy, there should be recognition of the actual situation, which is that in 2009
the company still has its pay policy with the zew approach to pay in which line
managers must consider, amongst other factors, external and internal relativities when
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deciding on basic pay adjustments, A one-off pay freeze in 2009 means that aithough the
data itseif does not include adjustments due to internal and externel relativities, it cannot

hide the fact that the company still adopts such an approach to pay and could not

segregate such data in 2009. The claim by the company that it would be able to
segregate the data in 2010 is yet to be confinmed but does not change the fact of its
unsuitability for inclusion in 2008 and 2009; and

It is of grave concern that none of the above was explained to members at PTSC
meetings on 14" May, 10" October 2008 and 7 January 2009. Tt is quite apparent that
company L080 must be excluded this year on the same basis as las’c year, namely
paragraphs 11(2)(iii) and 11(d) of the agreed methodology. We also repeat that cornpany
1.080 was never endorsed for inclusion in the 2009 survey field by the PTSC and it is
inappropriate for the Controller to make any assumptions in this regard.

The credibility of the Survey is only assured by strict adherence to current

methodology. It is necessary to exclude from the Survey any company where there are
changes in economic activities, company size or salary structure to such an extent that it is no
longer appropriate for data provided to be compared to data provided in the previous year.

Our

Controller of the Pay Swvey Research Unit (PSRU). The PTSC members have a duty to.

PTSC members have raised reasonable queries on the draft Survey Report with the

ensure this is a fair and reasonable process and they approach this serious task to protect the

cred

ibility and integrity of the Annual Pay Survey and its process.

. The process of the 2009 Pay Trend Survey was tainted, although we are confident

the results of 119 companies can be relied upon and indicative of changes in market pay in
Hong Kong in 2009.

18-JUN-2823
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?Z'EZ{S:@@H@Q CBE PoLICE FORCE COUNCIL

STAFF ASSOCIATIONS
s £C 2 P 10m 5T 4
FREERRO-RITEED 39/F, ARSENAL HoUsE
HRXB=Z-F#

Poricg HEADQUARTERS
% Telephone: 2860 2645 U ARSENAL STREET  HMong KONG
{97 Fax: 2200 4355 :

BERRA Qur Rer: (17)in S§/C /12 P13
WHIEWHR YoUR REF:
17" June 2009

Miss C.Y. Yue Denise, GBS JP

Secretary for the Civil Service,

10/F, West Wing, Central Government Ofﬁces
‘11 Ice House Street, Central
‘Hong Keng.

Dear Miss Yue,

. 2009 Civil Service Pay Adjustment

We refer to your letter of 161 June, advising us of the CE-in-Couneil’s decision to
offer lower and middle salary bands a pay freeze and those in the upper band a salary cut of
5.38%. A wave of extreme anger and disappointment swept across the Hong Kong Police on
the afternoon of Tuesday 16 June 2009, as officers Jeamed of the these proposals. Much of
the anger centres around the fact that you refer to an “established mechanism”™ when in fact
you and the CE have deviated from that mechamsm in accepting the ﬁnchngs of a tainted PTS

.. upon which to base the offer. :

Our patience is being tested and we exercise restraint and caution. We would like
‘to work the issues through in a rational and business like manner but frankly this can only be
achieved if there is a change in aftitude on your part, to provide some genume sensitivity and
time to explore our views.

'We ask for a proper and careful review the 2009 Pay Trend Survey, the exclusion

of companies LO80 and 1057 and for us to be provided with a clearer outline of the

. Administration’s views and timeframe for the Grade Structure Review (GSR). We need to

know how the GSR integrates with the prospective date of the Pay Trend Survey to avoid
further damaging rela.uons :

It appears that the decision of CE in Council and the 2009 Pay Offer has become
part of the politicization of the process, with a focus on senior officials pay, to asswe support
in the community for the CE’s political base in-the lead up to July 15t and meet the demands
of the business interests that guide Hong Kong. We realize. we are being asked to *stand

~ together with the public at difficult time’, to support the CE and Hong Kong and make
difficult sacrifices in our remuneration. This is 2 hard choice when we have stood by Hong
Kong patiently, apparently disrespected whilst waiting for what has been promised but
remained unrealized for so long. We have been asked to accept an open-ended and vague
statement on the further deferment of the Grade Structure Review, a review that has been
outstanding for too many years. '

HONG KONG

SUPERINTENDENTS’ . POLICE INSPECTORS’ . OVERSEAS'INSPECTORS" JUNIOR POLICE OFFICERS®
ASSQCIATION ASSOCIATION .. . ASSOCIATION ' ©  ASSOCIATION
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Whilst many in our community have enjoyed relative prosperity and a general
improvement in the quality of their life from 2004 to 2008, the situation for Police has been
eroded ycar on year since 1997 and we have endured three pay cuts (possibly 4 now) and two
pay freezes. Colleagues arc openly stating that ’Encugh is enough’ and a pay cut by
Jegislation is not something that should be entered into or accepted by the Police at this time.

As police officers we seck fairness and openness in our dealings, a level playing
field and strict implementation of established mechanisms. We have raised issues with this
year’s PTS because of a failure of the mechanism, not because the figures have shown a
negative result. There must be a way to arbitrate our dispute rationally rather than being
ignored. Qur members fecl the process is being stage-managed by the Administration and
by the Secretary for the Civil Service and that we 2s individuals can either resign ourselves to
this fact or stand by our principles and justify the unique responsibilities and difficulties of
the Police Force in the full glare of the public. Without integrity everything else is flawed.

Our members feel this Pay “Offer” has been reached without proper regard and
emphasis on the seriousness and a real understanding of the poor situation of morale in the
Police, the uncertainty over the Grade Structure Review since the report published on 27th
November 2008 and our genuine concerns on the manipulation and abuse of process that
took place within the Pay Trend Survey and Pay Trend Survey Committee in 2003. There is
no sensitivity to openly discuss or even explore our concerns on the inclusion of two
companies L080 and 057 in 2009 Pay Trend Survey. Failing to respect the opinions of the
Police on these issues. signals a difficult and uncertain period for our organisation within the
Civil Service. There is no sign of sincerity by this Administration in working in a proper
consultative framework with the Police Staff Side. We continue to live in hope of a
turnaround.

In addition, the fact is that submissions on the Grade Structure Review from beth
the Commissioner of Police and Staff Side and the personal intervention and letter from
Commissioner of Police, dated 5th Tune 2009 to you as Secretary for the Civil Service on the
Grade Structure Review have not been resPected or acted upon with any sincerity to engage
us and provide your views is most worrying.

We have expressed views on the 2009 Pay Ad)ustmcnt for Police ofﬁce;rs in the
Pay Claim Letter (10) in SS/C 1/12 Pt.13, dated 11%B June 2009 and this submission is

included in a briefing paper to LegCo CSBCR/PG/4-085-001/62 dated 16th June 2009.
FHowever, we have grave concerns in the way the process for the PTS is being represented, or

“misrepresented”, to the CE in Council and LegCo. We are in the process of writing to
Executive Councillors and Legislators to ask them to critically examine the 111format10n they
are provided by the Adminjstration. '

Again today, we are asked to submit to an unreasonable request to provide our
response to the pay offer fom CE in Council, less than 24 hours afier a controversial and
clear]y politically motivated announcement on the pay of political appointees. There needs to
be clear differentiation on the decision and process for payments of salaries for political

assistants and others qppointees earning above HK$134,000 dollars and the upper band
employees in the civil semae many of whom are actua!.ly working at only the ‘median level
to pnvate sector pay’. : :

Page 2 of 5
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Although we refer to Upper band I and Upper band II in the civil service we should
all recognize the distinction where Upper band I have a more modest pay range fiom
HK$48,401 to IIK$77,675, falling well short of any such appomtees These are mainly staff
in the 1n3pcc torate frontline command.

We are not in agreement with some other staff associations and upions and as a
matter of principle do not accept any refurn to ad-hoc decision making on salaries. There is
unfairmess to employees and the public when ‘behind the scenes’ deals are struck for pay
freezes. We see this as a serious departure and about face from the improved mechanism of
Civil Service Pay adjustment, 2 mechanism that was only introduced in 2007.

This approach and the way you treat the Staff Side damages the relations we
should have with you as Secretary for the Civil Service, We have been called to meet with
you tomorrow to be informed of the contents of a bill to implement the pay cut through
legislation. Quite franldy this meeting, planned ahead of our submission of these comments
‘on the pay offer, further demonstrates a complcte lack of empathy and interest in listening or
honestly handling any of our views. :

“We have a duty to represent our members the 27,000 men and women of the Hong
Kong Police to place our comments on record and we request that these be reproduced in fujl
in any submissions on Police Pay to the CE in Council, Legislators, business and various
- community groups. We can only continue to serve with dedication in the hope there is mutual
respect for ransparency, disclosure and full exploration of issues. For the sake of clantv we

now have the following points to ma.kc on the pay offer made by CE in Council on 16 " Tune
2009 tha.t need to be :esolved :

() We would view this pay offer as a serious departure from the improved mechanism on
pay endorsed by the CE-in-Council in'2007 and as a politicization of the pay adjustment
mechanism, which we cannot accept. Assurances that there would be no impact or ‘carry
forward’ of any pay offer against [uture adjustments are noted a_n.d. supported as 2 clear matter

of principle;

(b) It would be improper for CE in Council to make.a pay offer based upon the tainted
2009 PTS results. There are 119 surveyed companies with both positive and negative results
that can be reliably found to fit the methodology of the PTS, which needs to exclude two
companies L03C and L0S7. We in the Police can only accept the validity of Gross PTI
results with an increase of +0.75% for the lower band, +0.83% for the middle band
and - 1.59% for the upper band; '

(¢) We seck application of Gross Pay Trend Indicators without the practice of the
Administration for deduction of increment cost for the Police, given that 75% of the Hong
Kong Police Force i3 not receiving any annual increment whilst the Grade Structure Review
1is outstanding. We would zlso note that the percentage of each increment for our frontline
junior officers consistently lags behind the general grades by several percent;
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(d) The Police role in Hong Kong is unique and the Police are facing a series of challenges
in 2009, so the Staff Side would therefore object to any mechanism for a pay cut by
legislation. In the event of a pay cut being implemented on the ¢ivil service, this should not
be applied to the Police. CSB should carefully enter into proper negotiation with the staff
side and first consider the impact on the efficiency and morale of frontline Police
commanders and particularly the mid career Inspectorate who direct the day-to-day
operations and prosecutions in each Police District of Hong Kong;

(e) The Administration should implement the recommendations of the GSR in full, save
those identified as problematic in the revised PFC SS GSR Paper 2 / PPS submitted to the

Secretary for Civil Sel_'vice on 261 February 2009;

® The pmposals in PFC SS GSR Paper 2 / PPS should be implemented in. full pnor to
application of the PTS results (1 19 endorsed compames) ,

(g) The recommendations on the GSR as above should be zmplemcnted as soon as possible

and back-dated to the date of the GSR report, 27t November 2008, in accordance with the
established practice; and .

" (h) Low Morale is a now serious issue in the police force and most officers are despondent
with the Administration’s procrastination over implementation of the Grade Structure Review
recommendations. The bond of trust between police officers and the Administration is now

0

broken and PFC SS representatives are facing increasing calls for more radical and high

profile action in respect of pay.

Your actions make us believe that the improved pay mechanism that was only
approved by CE in Council in 2007 is now at risk of being irreparably damaged and we
worry that it is in effect elready ‘dead in the water’. This year’s approach in the Pay
Adjustment and your failure to meet 2 pledge to put forward recommendations on the GSR
by mid-year is unacceptable. This action with the deferment of the Grade Structure Review
has causcd so much concern and the lowest morale situation within all ranks of the Iong
Kong Police this decade. We urge you to refrain from enacting legislation that will damage
ireparably the relationship between the Police staff side and the Administration. .

Yours sincerely,

e >

b o

SHAM Wai-kin LIUKit-ming = David WILLIAMS CHUNG Kam-wa

Chairman - . Chairman Chairman Chairman
SPA HKPIA ‘ OIA - JPOA
- i?age 40of5 |
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Office of the Chief Executive

Chief Secretary for the Administration.
ExCo Members

LegCo Members

Corpmissioner of Police

Chairman LegCo panel on Public Service
SF(1) in SS/C 1/12, SF(8) in SS/C 1/12
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Annex H
PoLIcE FORCE COUNCIL

STAFF ASSOCIATIONS

39/F, ARSENAL HOUSE
PoLICE HEADQUARTERS

Telephone: 2860 2645
1 ARSENAL STREET HONG KONG

Fax: 2200 4355

OUR REF:(33) IN SS/C 1/12 PT 13
YOUR REF:

19" June 2009

The Honourable Donald Tsang, GBM
The Chief Executive

Hong Kong SAR.

Dear Mr. TSANG,

Independent Review on the Pay Trend Survey 2009

We write to petition you to set up an independent review and seek
your appointment of a committee to inquire into a dispute between the Police
Force Council Staff Side (PFC SS) along with any other members of the Staff
Councils on the Pay Trend Survey Committee (PTSC) and the Official Side
of the Committee over certain aspects of the civil service pay system and the
handling of both pay claims and pay offers.

Having regard to the improved methodology on Civil Service Pay
approved by the Chief Executive in Council in 2007, we seek a committee to
make inquiries that will:

(a) Review the methodology and conduct of the 2009 Pay Trend
Survey (PTS) including matters of inclusion and exclusion in the
survey field and the interpretation of findings.

(b) Review and advise specifically on the 2009 Pay Trend Indicators
and any revisions that may be necessary.

(c) Consider the issues arising from any recalculation of pay
indicators.

(d) Consider issues relating to the reporting mechanisms for the
deliberations of the Pay Trend Survey Committee (PTSC) and PTS
results to the administration and the Chief Executive in Council.

(e) Consider the mechanisms for the handling of submissions relating
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(f)

()

to pay claims and pay offers as part of the improved methodology
on civil service pay.

Consider the methodology and findings of the 2008 Pay Trend
Survey and comment on their validity for making pay adjustments
in 2008.

Any other matters of relevance and make recommendations.

Our request for an independent review is founded upon
overwhelming evidence uncovered in meetings with the Pay Survey Research
Unit (PSRU) and Joint Secretariat, SCCS between 25" May and 5" June.
Controller PSRU has failed to disclose sufficient information to members of
the PTSC in respect of 20 companies excluded from the 2009 Pay Trend
Indicator (PTI) calculation. The disclosure in respect of company L080 was
only supplied selectively. Members of PTSC did not have a full picture of the
circumstances surrounding the exclusion of the company from the 2008 PTS
and inclusion in this year’s PTS. We have the following observations on the
conduct and results of the 2008 and 2009 PTS:

(2)

(b)

Two companies included in the 2009 Pay Trend Indicator (PTI)
calculation were not endorsed for the 2009 PTS survey field; The
company (and L057) have not been endorsed by the PTSC for
inclusion in the 2009 PTS survey field. The claim by the Secretary
General that the companies were endorsed at the 72" PTSC
meeting is wrong, as evidenced by the minutes of that meeting.
The claim by the Controller that the two companies were
endorsed by way of the Paper No. PTSC/3/2009/1 issued on 4™
May 2009 is equally wrong. Companies were not endorsed by way
of any meeting or by way of any signed reply slip and to assume
otherwise is wrong.

One of those companies, L080 in the 2009 PTS, was excluded
from the 2008 PT1 calculation on the grounds that it did not meet
the methodology criteria under paragraph 11(a)(iii) and paragraph
11(d) of the agreed methodology. However, initial information
supplied by the company L080 in March 2008, and viewed by
PFC SS, showed that the company met the selection criteria;

The PSRU, in a letter accompanying the 2008 PTS report, dated
14™ May 2008, failed to disclose the actual reasons for exclusion of



(d)

(f)

(9)

(h)

company L080, even thought his was the first time a company has
been excluded for these reasons;

From 29™ July 2008 until March 2009, the company L08O
maintained it could not take part in the 2009 PTS for the same
reasons;

Noting that several companies (including company L080) were
not included in the proposed 2009 survey field, the PFC SS
requested at the PTSC meetings on 10™ October 2008 and 7%
January 2009 that the PSRU make efforts to request the inclusion
of these companies. The PFC SS would not have taken such action
if the PSRU had revealed the true reason for exclusion of
company LO080 in 2008. The PSRU denied the PFC SS that
information on the grounds of confidentiality, despite the fact that
revealing this information would in no way have disclosed the
true identity of the company L080;

Company L080 was apparently re-instated to the survey field after
a meeting with PSRU staff on 4" March 2009. PTSC members,
including the PFC SS, were not told about this fact until two
months later and indeed have never endorsed or been asked to
endorse the re-instatement;

However, as of 5" May 2009, company L080 still did not meet the
methodology criteria described above. In documents seen by
police, the Controller PSRU admits in writing that she has
concerns about the company but that the company should be able
to meet the requirements in 2010 (not 2009). In meetings with
PSRU prior to 8" June 2009, the PSRU could not confirm that
situation had changed since that note was made on the relevant file
by the Controller;

The reporting (lack of proper reporting) of the 2009 PTS results
and the different views from the PTSC meeting on 8" June 2009
to the Administration and to CE in Council is a matter of genuine
concern. There is in fact no “majority rule” validation of the PTS
results. Four out of ten staff side members did NOT validate the
results, a further three members expressed concerns about
company L080 but still validated, contrary to their mandate on
that committee. This split decision requires an independent



review:;

(i) At the PTSC meeting on 8" June on the 2009 PTS report, the
Chairperson Ms. Virginia CHOI agreed to refer the split decision
and different views on the 2009 PTS findings to the
Administration by sending a full copy of minutes of the PTSC
meetings on 25" May and 8" June, to provide proper information
for deliberation by the Chief Executive in Council. As at 16™
June, the day of CE-in-Council ‘s announcement of Pay Offer to
the four Central Staff Councils, we have not received draft
minutes for confirmation. We raise strong objections to the failure
of the Secretary of the PTSC to follow the direction of the
members of PTSC and the Chairperson of PTSC in this regard.

(j) Although our Pay Claim Letter [Reference: (10) in SS/C 1/12
Pt.13, dated 10" June 2009] is included in a briefing paper to
LegCo [CSBCR/PG/4-085-001/62 dated 16™ June 2009] we have
grave concerns in the way the process for the Pay Trend Survey
(PTS) is being represented, and we believe misrepresented, to
Chief Executive in Council and to the Legislative Council.

(K) We consider there is evidence that some member(s) / observer(s)
of the PTSC had been informed that if they validated the 2009
PTS results there would be a pay freeze for the lower and middle
bands. This, of course, is exactly the decision that you announced
on 16" June 2009, subsequent to your earlier announcement,
prior to a decision on civil service pay, that political appointees
would be taking a 5.38% pay cut. This may also explain why the
Chairman, PTSC on 8" June was so anxious to push through the
validation of the survey findings even though two companies had
not been endorsed in the survey field and while members of PTSC
still had genuine concerns about company L080 and sought proper
disclosure of information, that was denied. The South China
Morning Post on 8" June also quoted a university professor as
saying that there was slim chance of the staff side remaining in
disagreement with the survey findings, with the government
lobbying behind the scenes.

We believe that you would not in good faith have decided on 16™
June 2009 to act upon the results of the 2009 PTS in determining the 2009 Pay
Offer if you had been made fully aware of the full facts surrounding both the



conduct and validation of the 2008 and 2009 PTS.

Morale in the Police Force is at its lowest in a decade, directly
affected in a most adverse way by the issues raised in the conduct of the 2009
Pay Trend Survey and integrity of the findings of the survey.

We have always stood by the principles and our belief in the
Improved mechanism for civil service pay, endorsed by Chief Executive in
Council in 2007, for strict applicability of PTS results. We have agreed and
have confidence to validate the results of 119 companies, which does include a
negative PTI for the Upper salary band. We are in dispute on the inclusion of
two companies.

We urge you to direct an independent review into these disputed
matters so as to address the decline in Police morale and give us confidence in
the fairness and integrity of the process of the improved pay mechanism and
the conduct of the annual Pay Trend Survey. The Inquiry needs to work to a
tight schedule and urgently to resolve matters before you make any final
decision on the pay adjustment for police officers in 20009.

We look forward to your early attention to this matter.

Yours faithfully,

L'IIF M ..’IIIN>‘ .-nff':"_" \{iﬁ ,.-~::_——--._'!-_ —

SHAM Wai-kin LIU Kit-ming  David WILLIAMS CHUNG Kam-wa
Chairman Chairman Chairman Chairman
SPA HKPIA OIA JPOA

C.C.
Commissioner of Police

External

Secretary for Civil Service

Chairman, LegCo Panel on Public Service
Members of ExCo

Members of LegCo





