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Lump Sum Grant Circular No. 5 
 

Best Practices for Non-governmental Organisations in Prevention of Corruption 
 
 
 
Purpose 
   
  The purpose of this circular is to provide supplementary guidelines to the Best 
Practice Modules (BPM) for reference by non-governmental organisations (NGO). 
 
 
Background 
 
2.  With the launch of the Lump Sum Grant (LSG) subvention system on 1 January 
2001, the Independent Commission Against Corruption (ICAC) has assisted the Social 
Welfare Department (SWD) in preparing BPM for NGOs’ reference.  ICAC presented 
two BPMs on “Procurement Procedures” and “Staff Administration” at the SWD 
Corruption Prevention Group Meeting on 17 April 2001.  These two BPMs were later 
distributed to NGOs and a briefing session was conducted in June 2001.  As a follow up, 
ICAC further suggested to conduct Assignment Studies into a few NGOs to understand 
NGOs’ actual practices and recommend improvement measures.  After consulting the 
Lump Sum Grant Steering Committee, it was agreed that NGOs should be invited to 
participate in the Assignment Studies on a voluntary basis.  In this connection, three 
Assignment Studies were conducted by ICAC as follows - 

(a) Fitting Out and Renovation Works in Non-governmental Organisations with Lotteries Fund 
Grants; 

(b) Procurement Procedures in Non-governmental Organisations; and 

(c) Staff Administration in Non-governmental Organisations. 
 
3.  These Assignment Studies identify a number of areas which can be strengthened 
to enhance NGOs’ management capability in corruption prevention, and recommend 
corresponding improvement measures.  As these Assignment Studies are found to be 



 
 

helpful and the majority of recommendations sound and relevant, SWD believes that 
adoption of these practices by NGOs would further enhance the governance and 
accountability of their management under the welfare reform environment.  The 
summaries of the recommendations are set out in the Annexes.  
 
 

Enquiries 
 
4.       If you have any enquiry, please contact the Liaison Officer of your agency. 
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Supplementary Guidelines to the Best Practice Modules 
Fitting Out and Renovation Works in Non-governmental Organisations  

with Lotteries Fund Grants 
 

1. Rules on Conflict of Interest  
(a) NGOs should require consultants to declare any conflict of interest in the 

selection of contractors and to issue to their own staff guidelines on 
acceptance of advantages and entertainment and conflict of interest. 

(b) NGO tender assessment panel members should be required to sign similar 
undertaking. 

 
2. Probity Clause in Tender and Contract Document   

NGOs should include a clause in the tender document to warn tenderers that it is a 
corruption offence to offer any advantage to any staff of NGOs, Social Welfare 
Department (SWD) or Architectural Services Department (Arch SD) in order to 
secure the award of a contract and any such offer also will result in their tenders 
being rejected.  Tenderers should also be advised that it is an offence for 
tenderers to collude in making bids in tenders.  Example of the wording is as 
follows - 

“ The bidder, its employees and agents shall not offer any advantage (as 
defined in the Prevention of Bribery Ordinance, Cap 201) to any staff of the 
NGO, SWD or ArchSD with a view to influencing the award of a contract.  
Any such offer by the bidder or its employees or agents will render the 
contract null and void.  The organisation may also cancel the contract 
awarded and hold the bidder liable for any loss or damage which the 
organisation may sustain.” 
 

3. Invitation to Tenders   
NGOs should invite tender, in addition to the contractors recommended by the 
consultant, from a few contractors selected from the government’s approved list or 
a few of their own choice based on their knowledge of the contractors’ 
performance. 
 

4. Handling of Tenders or Quotations  
All NGOs should adopt the following measures - 
(a) Tenders should be submitted in sealed envelopes with the name of the project 

clearly marked on the outsides. 
(b) Tenders should be submitted in duplicate – the original as a working copy for 

evaluation and the duplicate copy securely and separately kept by a 
designated NGO staff member. 

(c) Tenders should be deposited into a tender box.  NGOs may use the Public 
Works Tender Board’s Tender Box for contractors to submit the tender.  
Details may refer to para. 7 of Annex 6.2 of the Lotteries Fund Manual. 



Annex I (P2) 
 

(d) Tenders should be opened by a tender opening team composing at least two 
nominated management board members or staff. 

 
5. Administration of Contracts by NGOs  

NGOs should appoint a panel or designate a senior staff member to consider and 
approve variation orders or requests for extension of time.  Such cases and the 
costs involved should be summarised for the management board’s information. 
 

6. Approval of Payments  
NGOs should set up a panel to check work progress and recommend to the NGO 
management the amount of interim payment to be made based on the 
corresponding percentage of works completed. 
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Supplementary Guidelines to the Best Practice Modules  
Procurement Procedures in Non-governmental Organisations 

 
1. Rules on Conflict of Interest  

NGO’s procurement guidelines should stipulate the requirement for the NGO staff 
or board members involved in the procurement process to declare in writing any 
conflict of interest, and prescribe the follow-up action to be taken in handling such 
declarations. 

 
2. List of Suppliers  

NGOs should compile approved lists of suppliers for various types of frequently 
required products/services, and require purchasing staff to select suppliers from 
these lists by rotation as far as possible.  If nomination of supplier by users is 
permitted for justifiable reasons (e.g. suppliers not on the list could provide better 
product/service), an appropriate number of suppliers from the approved lists 
should be selected for invitation to quotation/tender, in addition to those 
nominated by users.  For those NGOs whose purchases of goods/service are not 
frequent and who do not keep approved lists of suppliers, the suppliers invited for 
quotation/tender should be vetted by a designated senior officer to prevent any 
compromised purchasing staff from favouring a particular supplier by inviting 
bids from the latter repeatedly without a good reason. 

 
3. Invitation to Quotation  

In purchasing non-standard items, written invitations for quotation should be 
issued to suppliers, prescribing the closing date for bids and the specifications of 
the product or service required. 

 
4. Receipt of Quotations 

A fax machine designated for receiving quotations should be placed in an area 
accessible only to the officer responsible for the safe keeping of quotations.  
Alternatively, suppliers should be asked to notify the designated officers before 
faxing in the quotation or to fax in their quotations at a specified time for 
collection by the designated staff. 

 
5. Tender Specifications 

In some cases, NGO staff may obtain a preliminary quotation from a supplier and 
draw up tender specifications based on the information provided in the quotation.  
This practice should cease as it may create a singling-out effect on the supplier 
who prepares the preliminary quotation and would lead to allegation of favoritism. 
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6. Submission of Tender  
(a) NGOs should provide a double-lock tender box for the receipt and custody of 

tender, with the two keys held by different staff members.  NGOs should 
advise tenderers to submit price bids in sealed envelopes without identifying 
their identities and marked with the tender reference. 

(b) NGOs should require tenderers to submit their tenders in duplicate, with a 
copy kept by a different officer (e.g. one of Administration Unit) to facilitate 
cross reference with the original copy if necessary. 

 
7. Segregation of Duties  

NGOs should, where practicable, deploy different staff members other than the 
one who makes the purchase request to source suppliers, issue quotation/tender 
invitation and receive the delivered goods. 

 
8. Split Orders   

(a) NGOs should specify in their procurement guidelines the minimum period 
during which repeated purchases of the same item should not be made if the 
cumulative value involved has exceeded a certain financial limit, unless 
special permission from designated officers has been given. 

(b) The procurement guidelines of NGOs should specify that the total cost of a 
purchase but not the unit price of a product should be used for determining 
the appropriate procurement method. 

 
9. Procurement of Services 

NGOs should conduct quotation or tender exercise as appropriate for the 
selection of service providers, and consider entering into a term contract with the 
selected contractor for a specified period (say, two to three years). 

 
10.Evaluation of Suppliers’ Performance  

NGOs should consider establishing a formal performance appraisal system, for 
instance, by requiring users to complete a simple appraisal form after the delivery 
of goods or at specified intervals during the period of a service contract.  A 
system should also be in place to “blacklist” suppliers/contractors whose 
performance is unsatisfactory so that they will not be invited in future 
quotation/tender exercises. 

 
11.Internal Monitoring by NGOs   

NGOs should consider deploying independent staff members, who are not 
directly involved in the procurement process, to conduct procedural audits on 
randomly selected cases of purchase above a specified financial limit. 
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Supplementary Guidelines to the Best Practice Modules  
Staff Administration in Non-governmental Organisations 

 
1. Declaration of Conflict of Interest  

(a) NGOs should draw up rules on declaration of conflict of interest for 
compliance by their board members and staff, providing examples of conflict 
situations which warrant a declaration (e.g. requiring those involved in 
recruitment and promotion exercise to declare in writing any conflict of 
interest).  Some examples of conflict of interest in staff administration 
matters are as follows - 

 A Management Board or staff member of a NGO taking part in a 
recruitment exercise is called upon to interview a candidate who is his 
family member, relative or close personal friend. 

 In a promotion exercise, one of the candidates under consideration is the 
family member, relative or close personal friend of a Management Board 
or staff member who takes part in the assessment of candidates. 

 In making nominations or selection of staff for training courses or study 
trips, one of the staff under consideration is a family member, relative or 
close personal friend of the supervisor who is assigned this management 
duty. 

The follow-up action to handle such declaration should also be prescribed 
(e.g. the supervisor shall decide whether a staff member declaring a conflict 
of interest should continue to participate in the recruitment exercise). 

(b) Alternatively, the chairman of recruitment panel should remind members to 
declare conflict of interest before interviewing applicants. 

 
2. Staff Rotation Policy 
NGOs should establish a staff rotation system whereby staff members or their 
supervisors should be transferred to other postings at regular intervals as far as 
practicable, and as long as the transfer would not affect the quality of service 
delivered by individual service units.   

 
3. Receipt of Applications for Employment  

All applications should be date-stamped and serially numbered upon receipt. 
 
4. Shortlisting of Applicants   

Pre-defined shortlisting criteria should be properly documented and endorsed by a 
designated authority, and all applications, eligible or otherwise, should be retained 
for a reasonable period (say six months) after the completion of the recruitment 
exercise. 
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5. Recruitment Interviews  
NGOs should use a standard form listing the pre-determined assessment criteria in 
the recruitment interview.  A scoring system should be adopted as far as possible 
so that individual panel members could make their assessment on the applicant 
separately. 

 
6. Recruitment Tests  

A marking scheme should be devised for the evaluation of essay type questions, 
and the relative weightings given to the interview and the written test in the 
recruitment process should be pre-determined. 

 
7. Recruitment of Relief Staff 

(a) NGOs should draw up clear guidelines on the recruitment of relief staff, 
specifying the circumstances under which relief staff should be recruited, the 
recruitment methods and the declaration requirement if it is made through 
personal connections.  If there is a regular demand for relief staff, a pool of 
suitable candidates should be maintained and the allocation of work should be 
made on a fair share basis, taking into account their skills and availability. 

(b) NGOs should require the service units to conduct simple performance appraisal 
on the relief workers by means of a simple standard form, and to maintain 
records on the under-performed.  It is also recommended that such records 
should be centralized at Central Administration Section (CAS) to facilitate 
record checks by service units when they recruit relief workers. 

 
8. Staff Appraisal System   

(a) All staff should be subject to performance appraisal. 
(b) The agreed work targets/standards should be documented in the performance 

appraisal reports.  For this purpose, the standard appraisal form should 
include a section of agreed work targets/standards to be completed by both 
the supervisor and the staff member concerned. 

 
9. Announcement of Promotion Vacancies  

NGOs should always publicise promotion vacancies and invite applications 
openly from all eligible staff. 

 
10.Staff Attendance   

Supervisors or designated officers should draw a line beneath the last entry on the 
registers upon the close of the reporting time so that late comers cannot 
“clock-back” the sign-on-time.  It is further recommended that consideration 
should be given to using electronic device as a means to minimize possible 
manipulation of attendance records. 
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11.Leave Arrangement   
CAS of the agency should notify the leave applicant, via the center-in-charge, that 
his leave record has been duly updated with an advice on the new leave balance.  
For this purpose, the leave application form should be suitably designed with a 
perforated slip for return to the leave applicant. 

 
12.Complaints Channel   

The rules should be specified in the staff handbook. 
 
 


