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Assistant Director (Subventions and Performance Monitoring)  
Social Welfare Department 
 
Mr Fu Tsun-hung 
Chief Social Work Officer (Subventions Liaison) 
Social Welfare Department             (Secretary)  
 
 
Absent with Apologies 
 
Mr Ng Shui-lai 
Director, Hong Kong Christian Service 
 
 
Confirmation of Minutes of Last Meeting 
 
  The minutes of the last meeting were confirmed with no amendment. 
 
 
Matters Arising 
 
Training Programme for Chief Executive Officers and Senior Managers 
 
2.  Mr Fu Tsun-hung reported to Members that the Poon Kam Kai 
Institute of Management at the University of Hong Kong was awarded the 
contract to run the training course for CEOs and senior managers.  The 
recruitment was satisfactory with a full enrollment of 40 participants.  All of 
them, 20 CEOs and the others senior managers, were recommended to join the 
training course by their boards.  
 
3.  The training course would commence with a 3-day residential 
programme at the Gold Coast Hotel from 23–25 October 2003.  Members 
were invited to inform Mr Fu Tsun-hung for necessary arrangement if they 
wished to attend any particular session of the course. 



Staff Matters Pursuant to Subventions Reduction up to 2006-07 
 
4.  As follow-up to the discussion in last meeting, the Department had 
informed the sector that the protection of Tide-over Grant (TOG) for Existing 
Staff was extended to include those engaging in Funding and Service 
Agreement activities, contract services, such as enhanced home and community 
care services, experimental projects funded by Lotteries Fund (LF) and 
Community Investment and Inclusion Fund projects, but exclude contract 
residential care homes for the elderly allocated through competitive bidding.  
Such measures had already been put in place in the annual exercise in updating 
Existing Staff this September. 
 
Review of Job-related Allowances in the Civil service – Impact on LSG 
Subvention 
 
5.  Members were informed that the NGO concerned had reinstated the 
job allowances to eligible staff in accordance with the advice promulgated in 
LSG Circular No. 6. 
 
Business Improvement Project (BIP) Application 
 
6.  Mr Fu Tsun-hung reported that the BIP applications endorsed by this 
Committee in the last meeting had been submitted to the Lotteries Fund 
Advisory Committee (LFAC) for funding support.  All of them, except the 
one submitted by the Haven of Hope Christian Service on developing 5-S 
Practices, were approved as recommended.  The concerns raised by LFAC 
Members, mainly on the project cost, had been referred to the Haven of Hope 
Christian Service, who had subsequently sent in justifications to support their 
application.  The Department was currently examining the case and would 
inform Members of the final result once available.  The Chairperson 
highlighted that LFAC members had been examining all BIP applications 
critically to ensure value for money. 
 
 
Business Improvement Project – A Joint Application submitted by 26 
NGOs (co-ordinated by Hong Kong Council of Social Service) 
(LSGSC Paper 15/2003) 
 



7.  Mr Fu Tsun-hung briefed Members that this BIP was a joint 
application submitted by 26 NGOs with Hong Kong Council of Social Service 
(HKCSS) taking up the coordinating role.  It was in fact an extension of a 
similar BIP approved in May 2002 with participation from 17 NGOs.  The 
deliverables of this project included items, namely, management audit, output 
costing methodology, core competency, performance appraisal system and 
performance measurement and management tools.  
 
8.  Mr Joseph Wong of HKCSS was invited to present the project details, 
with the explanatory notes tabled for Members’ reference.  He highlighted that 
the participant NGOs had selected one to six deliverables according to the 
needs of the NGO.  He said that four out of the 26 participant NGOs had 
participated in the previous round, and joined this project to develop additional 
deliverables after being convinced of the merits of a joint venture.  He also 
stressed that with the experience gained so far, the project team would save 
time in developing the common tools and spend more effort in gap analysis and 
customization to meet the need of individual NGOs. 
 
9.  The Chairperson pointed out that LFAC members would be keen to 
know the justification for the cost of the consultancy service.  She would like 
HKCSS to provide more information on the input of consultancy at different 
levels and the corresponding costs in the previous project.  She remarked that 
the Department’s support would hinge very much on the feedback of 
participant NGOs.  As the Hong Kong Student Aid Society had joined the last 
project, Mr Peter Kwan was invited to give his comments. 
 
10.  Mr Peter Kwan expressed that the project development process 
demanded a lot of effort and input from the participant NGOs.  In general, he 
was satisfied with the project outcome, and he was of the view that participant 
NGOs would have a higher bargaining power with a joint project like this.  
For the present application, he expected the consultants to spend more effort in 
customisation of the common tools to suit the individual need of NGOs. 
 
11.  Mr Ng Man-sui raised his observation that while there were three 
deliverables under human resources management (HRM) area, some NGOs 
chose to develop one or two items only.  He thus would like to know the 
reason behind.  Mr Joseph Wong explained that NGOs were at different stages 
in developing their HRM practices, and some of them might only need one or 



two of the tools for improvement.  Moreover, he pointed out quite a few 
NGOs considered the development of a reward system too sensitive at this 
stage. 
 
12.  In response to Mrs Justina Leung’s enquiry, Mr Joseph Wong said that 
the project team, with the experience in the first round project, would save 
about 30% of time in developing the common tool for these 26 participating 
NGOs.  Moreover, more effort could be put in gap analysis and system 
customization.  
 
13.  Regarding the concern of Mr Ng Yut-ming on whether there were 
problems needed to be resolved before rolling out this project, Mr Joseph Wong 
pointed out that the consultants of the previous project had spent more time and 
resources than expected in defining the problem and working out the solution 
because of diversified expectations from NGOs at different stages of 
development in aspects of management systems.  With experiences gained, 
the project team would enhance their understanding towards NGOs’ 
expectation through strengthening their communication with the NGO Boards 
and front line staff in the process.  These efforts would also enhance the 
involvement from all levels within the NGO. 
 
14.  Mrs Justina Leung advised that the consultants should know well the 
difficulties in the customisation process and make better preparation.  Mr 
Joseph Wong agreed, and at the same time, pointed out that the gap analysis 
after the common tools were developed would facilitate the process. 
 
15.  Regarding the satisfaction survey of the participant NGOs in the first 
round project, Dr Lam Ching-choi would like HKCSS to give more account on 
the survey result that there were three NGOs giving negative comments, and he 
would like to know whether these three NGOs had withdrawn from the project.  
Mr Joseph Wong explained that the NGOs concerned found the common tools 
developed not meeting their specific needs.  The problems had been resolved 
by more intensive customisation of the common tool through assistance from 
the project consultants, and all of them had not withdrawn from the project. 
 
16.  Mr Ng Man-sui asked whether the consultants had attempted to 
conduct a survey on the salary trend in the process.  Mr Joseph Wong 
explained that the decision rested with the participant NGOs, and it was the 



decision that efforts should be put in developing a contract management 
handbook and pay practices, both of which would serve as benchmark for good 
practices. 
 
17.  Mrs Grace Chan enquired about whether the project would be 
repeated for the third time.  Mr Joseph Wong expressed that after two rounds 
of project development, common tool packages would be developed and, if this 
project was approved, HKCSS would hold workshops sometime in 
November/December 2003 to brief the sector on these common tools.  NGOs 
could take them as reference materials, and HKCSS might assist in lining up 
consultants in the adaptation/customisation work for individual NGOs.  On 
this issue, the Chairperson remarked that the way ahead depended on the 
development of this project and also the demand from the sector.  
 
18.  After the above deliberation, Members gave unanimous support to the 
project and agreed that the Department should forward the application to LFAC 
for funding consideration. 
 
 
Update on BIP Scheme and Guidelines for Inviting 3rd Round Applications 
(LSGSC Paper 14/2003) 
 
19.  Mr Fu Tsun-hung updated Members the progress on BIP Scheme.  
He highlighted that in the previous two rounds, the Department received 68 
applications from 78 applicant NGOs.  A total of $62.68 million, which 
consisted of $21.3 million for individual NGO projects, $5.94 million for the 
non-IT Joint project coordinated by HKCSS, and $35.61 million for the 
development of the core applications on human resources management and 
financial management for NGOs.  After apportioning the funding support to 
individual NGOs under the two joint projects, the account indicated that  
$46.26 million out of the $62.68 million was allocated to 53 beneficiary NGOs. 
 
20.  Mrs Justina Leung advised the Department to reconsider the rule that 
“if several NGOs are applying for projects in areas which are judged to be 
non-agency specific and clearly have considerable scope for sharing of results, 
SWD may consider only one of the projects on the understanding that the 
findings will be shared amongst relevant NGOs.”  She was of the view that 
there were applications in need of specific consideration.  In response, the 



Chairperson said the requirement was laid down as advice from LFAC, and the 
Department all along had been adopting a flexible approach. 
 
21.  Dr Lam Ching-choi wished to know whether the Department had 
conducted evaluations over the effectiveness of BIPs that had been completed.  
Mr Fu Tsun-hung reported that the progress of each project had been monitored 
closely when funding was released to the NGOs in accordance with the 
implementation schedule.  The Chairperson advised that the Department, 
apart from monitoring the progress, should also build in a systematic evaluation 
on the outcome of the projects against the cost benefit analysis as pledged by 
the applicant NGO. 
 
22.  Ms Christine Fang pointed out that paragraph 6 (iii) of Annex III had 
limited the development of case management/case planning system for some 
elderly programmes despite the fact that the initiatives might not have direct 
relation to the development of Client Information System.  The Chairperson 
explained that the issue would be examined under the context of the 
information technology strategy for the welfare sector, while BIP should focus 
its scope on promoting service delivery.  She informed Members that the Joint 
Committee on Information Technology for the Welfare Sector (JCIT) would 
deliberate the way forward regarding IT strategy for the welfare sector.  She 
considered it inappropriate to relax the regulation from funding side before the 
new IT strategy was fully deliberated.  She advised that the Department might 
state as a preamble to Annex III that the guiding principles in Annex III would 
be reviewed subject to changes in IT strategy as advised by JCIT.  
 
23.  Regarding the Guidelines for 3rd Round Application, Mr Fu 
Tsun-hung requested Members to advise on the suggestion of waiving the 
deadline for application.  Under the proposed new arrangement, NGOs might 
put forth their applications once they were ready throughout the year, instead of 
waiting till the invitation for next round.  However, Members in general 
considered that the setting of deadline for applications would help managing 
the processing of applications in a more effective and systematic manner.  As 
an alternative, Members advised that the Department, as a facilitating measure 
for NGOs, might consider allowing NGOs to submit their applications by two 
deadlines within the year. 
 
 



Lump Sum Grant Impact Study 
(LSGSC Paper 13/2003) 
 
24.  The Chairperson pointed out that the idea of the Impact Study (the 
Study) was brought up in the initial meetings of the LSGSC.  It had however 
taken a long time to define the scope of the Study.  Also with pressing 
implementation issues to be tackled by the Department and NGOs, the urgency 
of the Study was not particularly felt.  It was not until early this year that the 
service specification of the Study was finalised with the assistance of HKCSS.  
The Department issued invitation to 20 potential service providers in 
accordance with the government standing procurement requirements on 30 
May 2003.  Upon closing on 8 July 2003,only three quotations were received. 
 
25.  The Chairperson further remarked that in the lapse of time, many 
economic and social changes had taken place such as the fiscal austerity, high 
unemployment, reduced job security, civil service salary reduction, continuous 
deflation, etc.  As a result, it would be very difficult for any evaluative study 
on LSG to isolate these factors precisely and conduct the Study on a more 
objective basis.  She also pointed out her worry over whether the Department 
could spare intensive input to monitor the Study, which now turned to be more 
complex in nature in view of the changes as analysed above.  At the same 
time, Members were also advised to assess whether the NGO sector would 
consider it worthwhile to spend time and effort in participating in the Study 
while there being no apparent benefit for them to participate in the Study. 
 
26.  In response, Dr Lam Ching-choi pointed out that when he brought up 
the idea of conducting the Study, he was not contemplating a mega study.  He 
was of the observation that, as compared with the medical profession, the social 
work profession relatively spent less effort in conducting evidence-based 
studies with empirical data.  He thus wished to use the Study as a platform to 
cultivate such a practice, especially in addressing the challenges and concerns 
brought about by LSG implementation and proving to the public the benefits of 
the subvention reform.  Moreover, he expected the process to achieve the 
benefit of peer review, which would further promote synergy through mutual 
learning.  He further shared with Members that in Hospital Authority 
Conventions, the participants were keen to share well documented experiences.  
He advised the Department to consider creating similar platform for sharing 
amongst NGOs in the welfare sector. 



 
27.  Mr Ng Yut-ming agreed to the view that the sector needed empirical 
data to prove the effectiveness of LSG, and opined that it would be even more 
difficult to conduct the Study if it was further delayed.  He therefore 
suggested that if there were resource constraints, the scope of the study might 
be limited to areas that currently concerned the sector most.   To illustrate his 
doubt on whether the vetting committee had set a standard higher than it should 
be, he particularly pointed out that the requirement for pre and post 
implementation comparison had not been clearly spelt out in the service 
specification, which however was a reason for rejecting one of the proposal. 
 
28.  The Chairperson pointed out to Mr Ng Yut-ming that the vetting was 
done in accordance with the government procurement procedures and the 
tendering exercise had been cancelled in the absence of a quality bid.  In 
response, Mr Ng Yut-ming expressed his understanding, but would suggest the 
Department to consider a study of smaller scale, and spelt out the requirements 
in more details to facilitate the bidders to write up a proposal that would meet 
the requirements of the Department.  
 
29.  To elaborate on the assessment of the vetting committee, Miss 
Johanna Tsao confirmed that the service specifications had mentioned that “pre 
and post implementation comparison are in general expected when studying the 
impact.”  She further informed Members that the vetting committee, which 
comprised departmental staff with expertise and experience in statistics and 
research work, had made thorough assessment over all the three proposals 
against criteria including their understanding towards LSG, the relevant 
experience of both the firm and the research personnel.  Though they came to 
the conclusion that Firm C indicated its understanding towards the research 
subject, the vetting committee was not confident that the proposal would meet 
the objectives of the Study in view of the inadequacies in the research design.  
Mr Fu Tsun-hung supplemented that the vetting committee would expect a 
more representative sample selected for the case study, though with full 
understanding of the resource constraint.  He shared his feeling that it was a 
difficult decision to drop the idea of the Study after spending so much effort in 
the preparation work. 
 
30.  Mrs Justina Leung was of the view that in further deliberation over 
whether the Study should be conducted, Members should examine in detail the 



need for conducting the study, the approach, and the resources both in aspects 
of budget and manpower.  The Meeting should also be open-minded in 
examining the possibility of replacing the Study with other measures. 
 
31.  Ms Christine Fang opined that the discussion should place more focus 
on why the sector needed to examine the impact of LSG.  She suggested that 
the objectives of the Study might be achieved through discussion forums, with 
selected topics such as the challenge brought by cessation of Tide-over Grant, 
and the related staff issues.  These forums might also be platforms to share 
good management practices.  In addition, she advised the Department to 
consider involving NGOs to write up case studies to document good practices 
for sharing, and conducing surveys to map the changes in management 
practices after implementation of LSG. 
 
32.  Mr Ng Man-sui agreed that discussion forums and documentation of 
good practices would serve good purposes.  However, he did not agree that 
such measures could replace the Study, which was to be conducted by 
independent and objective researchers.  He also pointed out that the sector, 
through all the discussions in the past, already had an expectation that an 
independent study would be conducted to assess the impact and achievements 
of LSG.  He requested the Department to look into the reasons why tertiary 
institutions and consultancy firms were not interested to bid for the Study. 
 
33.  Mrs Julie Lee expressed that LSG, apart from having impact on the 
NGO management, affected service users and staff.  She was of the view that 
other forms of activities could not replace an objective study.  She advised the 
Department to reconsider conducting the Study within resources constraints. 
 
34.  Dr Timothy Chan was of the view that the discussions over the impact 
of LSG were all along lacking empirical evidence.  He considered that the 
Study could document the changes in recent years and assess the impact of 
LSG in a more objective and scientific manner.  He would expect the Study to 
enrich the sector’s insight in facing the challenges and achieving the objectives 
of the subvention reform.  He enquired whether it was the budget limitation 
that discouraged bidder from putting forth their proposals.  He requested the 
Department not to give up the idea of conducting the Study.  Mr Peter Kwan 
also pointed out that he supported the idea of conducting the Study.  He 
recommended the Department to reconsider the budget and further refine the 



scope of the Study. 
 
35.  Mrs Grace Chan suggested the Department to consider encouraging 
tertiary institutions to conduct the Study in view of their knowledge of the 
welfare sector and the subvention reform.  She was of the view that with the 
recommendations from the Study, the sector might be more capable in handling 
the LSG issues.  
 
36.  The Chairperson opined that the Department might have put up an 
unrealistic budget when calling for tender in the present exercise.  She said 
that a well established consultancy firm had written in to express that they were 
interested to conduct the Study but would expect a budget much higher 
commensurate with the consultancy input expected.  After taking into 
consideration Members’ views, she advised to invite the project steering group, 
with members appointed earlier for monitoring the Study, and Members who 
were interested, to further deliberate the need to conduct the Study.  They 
should also advise on the scope of the Study if it was their recommendation to 
conduct the Study. 
 
 
Update on Lump Sum Grant Reserve in Annual Financial Reports up to 
2002-03 for NGOs Operating under Lump Sum Grant 
(LSGSC Paper 11/2003) 
 
37.  The Chairperson informed Members that the paper was to give an 
update of the LSG Reserve.  However, the Department was unable to give a 
full picture because 20 out of 150 NGOs had not yet submitted their Annual 
Financial Reports (AFR) ending 31 March 2003, despite the deadline being 31 
July 2003.  With data at hand, it was estimated that by end of 2002-03, i.e. 
within a period of 27 months since implementation of LSG, those participating 
NGOs had accumulated a total reserve exceeding $1 billion.  
 
38.  The Chairperson also noted that there were enquires from some NGOs 
as a result of possible misinterpretation of the LSG Circular No 7, in which the 
Department had identified a number of reasons leading to deficits in LSG.  
She reaffirmed that the Circular was meant to be an advice to NGOs that they 
should exercise prudent management to ensure absolutely a balanced budget, 
and the Department had no intention to set additional restrictions apart from the 



stipulations to date as set in LSG Manual Edition 2. 
 
39.  On the issue that some NGOs intended to make an accrual at the 
balance date the untaken paid annual leave in the AFR and Audited Financial 
Statements (AFSs) of the NGO as a whole in view of the changes introduced in 
the Statement of Standard Accounting Practice 34 (SSAP 34), the Department 
was of the view that AFRs, which was a separate document required for the 
purpose of accounting to the funder, i.e. SWD, the proper use of subventions, 
should be prepared in accordance with the requirements as specified in the LSG 
Manual.  For stewardship purposes and in line with the Government accounts, 
AFRs should be prepared mainly on cash accounting basis.  The Chairperson 
said that, subject to views from Members, the Department was prepared to 
issue a LSG Circular on this issue. 
 
40.  Mrs Grace Chan pointed out that it was the auditor’s advice that the 
agency should make such an accrual at the balance date untaken pay leave in 
the AFR and AFS.  Ms Christine Fang shared the same experience and she 
was of the view that such expenses should have to be paid out by a designated 
fund.  Mr Peter Kwan also pointed out that the incurred expenditure for paid 
annual leave and long service payment in some NGOs might represent a 
significant portion of the LSG Reserve. 
 
41.  The Chairperson expressed that it was the decision of the NGOs 
concerned on whether to adopt the requirements of SSAP 34.  However, 
NGOs should prepare their AFR to SWD on the cash accounting basis.  She 
requested Mr Fu Tsun-hung to arrange a meeting between the accounting staff 
of SWD and NGOs to examine the issue in further details. 
 
42.  Both Mrs Justina Leung and Dr Timothy Chan pointed out that the 
extent of the issue depended on the HRM policies of individual NGOs, in 
particular the policy concerning whether staff were allowed to accumulate their 
annual leave.  Dr Lam Ching-choi also opined that NGOs should review their 
HRM practice and not allowing staff to accumulate their leave to an 
unreasonable extent.  As a side issue, he raised a concern on whether the 
Department should allow NGOs to use LSG Reserve to pay off the 
accumulated leave and introduce new leave arrangements.  In response, the 
Chairperson was of the view that the suggestion was similar to allowing NGOs 
to use LSG Reserve for voluntary retirement scheme.  She considered it not 



opportune at the moment to allow NGOs to tap the LSG Reserve for purposes 
relating to changing remuneration of Existing Staff given the staff sensitivity.   
 
43.  On the use of LSG, Dr Timothy Chan shared with Members his 
concern towards the Department’s subvention monitoring in light of actual 
experience.  He cited examples that the Subvention Allocation & Monitoring 
Unit of Finance Branch raised queries over his agency’s spending LSG on 
furniture and equipment for FSA activities, which was allowed under LSG 
arrangement.  He further expressed his frustration that time was wasted in 
preparing the replies to queries from the Department, which were subsequently 
withdrawn only after a few days’ time.  He further pointed out that he well 
understood that the NGO could explain to the Department the rationale for 
expenditures being questioned, but he worried over the chance, if differences in 
opinions occurred, for the expenditure to be ruled as unrecognised.  He thus 
would like to clarify whether NGOs should ask for prior approval from the 
Department before using LSG/LSG Reserve for capital expenditures even 
though such expenses were used for FSA/FSA related activities.  In general, 
he commented that the Department’s practice as quoted above undermined the 
LSG spirit and was a swing-back to the old mindset under conventional system. 
 
44.  Dr Timothy CHAN further pointed that that the remark in paragraph 8 
of the LSGSC Paper 11/2003 that “minor or routine capital expenditure may 
legitimately be charged to LSG but major acquisitions or renovation works 
should tap the Lotteries Fund either through annual block grants or major 
grants” posed a question on whether the NGOs were having the autonomy in 
using LSG/LSG Reserve in non-recurrent expenditure for FSA/FSA related 
activities.  He said that he was confused over whether capital expenditures or 
renovation works above a certain limit as advised by the Department should 
have to go through LF, or should the NGO require prior approval from the 
Department if the management decided to tap LSG Reserve, especially for 
those NGOs refusing to use LF for religious reasons.  He wished the 
Department to give clearer guidelines. 
 
45.  Ms Christine Fang suggested to collect similar experiences with SIT 
and to examine whether there was need for any discussion to improve the 
subvention inspection procedures.  In response, Mr Fu Tsun-hung said that the 
Subventions Liaison Section had a register for inspection cases that were 
referred by SIT for comments, and the two sections would continue to 



exchange views for improvements. 
 
46.  The Chairperson re-assured Members that NGOs should enjoy 
autonomy in using LSG/LSG Reserve on conditions that the regulations in the 
LSG Manual were complied with and such expenditure would not cause any 
financial difficulties to the NGO.  She however reminded that NGO 
management should bear in mind the accountability issue, both to the public 
and their staff.  She advised that decisions relating to major expenditure to be 
covered by the LSG Reserve should be discussed in the board, well justified 
and documented.  Concerning Dr Timothy Chan’s concerns towards 
subvention inspection, she reiterated that it was the Department’s responsibility 
to monitor NGOs’ proper use of public resources, and SIT should continue to 
examine into cases of irregular spending.  She however, reaffirmed that 
subvention inspections would be conducted in line with the spirit of LSG 
promoting accountability and corporate governance, and she agreed that there 
was room in improving the clarification and communication pattern.  
 
47.  To conclude, the Chairperson confirmed that the terms and 
requirements of the LSG Manual Edition 2 were effective enough in 
safeguarding proper use of LSG and LSG Reserve, and thus the Department 
had no intention to issue any new guidelines on the subject.  Though there 
was no absolute limitation on use of LSG for non-recurrent expenditure, the 
Chairperson reminded Members that the LF should be taken as a funding 
source for the NGO sector for capital expenditure as it was set up for. 
 
48.  Mr Ng Man-sui expressed that from the perspective of the staff side, 
he welcomed the flexibility, but the management should exercise prudence in 
using LSG Reserve, which should be financial resources reserved for coping 
with the reduction of income upon the cessation of TOG. 
 
49.  Dr Lam Ching-choi enquired about whether the Department had 
clawed back from NGOs surplus above the 25% cap, and whether the process 
was smooth.  Mr Fu Tsun-hung affirmed that action had been initiated, and 
NGOs concerned well understood the rationale behind. 
 
50.  Dr Lam Ching-choi was of the observation that some NGOs were not 
aware of the fact that LSG Circular No 7 was issued in the context of the 
Department’s concern over LSG deficit, and that all the examples cited were 



non-issues if the NGOs were operating with surplus.  They were still of the 
mindset that the Department would not give up its input control.  Citing an 
example that SIT was still checking head counts and attendance register in 
subvention inspections, he pointed out that the subventions inspection 
procedures currently practiced would reinforce NGOs’ misunderstanding that 
the Department was still keen on exercising input control.  He advised that the 
staff of SIT were in need of clearer instructions to carry out their inspection in 
line with LSG spirit. 
 
51.  The Chairperson remarked that NGOs might give their feedback 
direct to SIT staff, and they might also draw to her attention.  Miss Johanna 
Tsao expressed that she welcomed NGOs to pass to her feedback and 
suggestions for improvements. 
 
 
Implementation of Benchmark under Lump Sum Grant 
(LSGSC Paper 12/2003) 
 
52.  The Chairperson highlighted the gist of the technical paper on the 
Benchmark issue.  She reiterated that implementation of the Benchmark under 
LSG aimed at achieving standard costs in the services so as to equitably ensure 
that NGOs delivering the same type and level of services would receive the 
same level of funding from the Government.  Members were advised to refer 
to the Annex, which gave a simplified illustration on how an above-Benchmark 
NGO came down by 2% annually to Benchmark.  She reiterated that the 
Benchmark would take into account the price adjustment factors effected after 
2000-01, i.e. salary increases and decreases, based on the civil service 
adjustments, but other across-the-board adjustments to the subvention 
allocations such as Enhanced Productivity Programme and the Efficiency 
Savings would have no effect on the Benchmark.  Concerning the salary 
reduction to be implemented in January 2004, the Department would inform 
the sector of the details once the bill was endorsed. 
 
53.  Regarding Efficiency Savings, the Chairperson informed Members 
that social welfare was one of the few policy areas that would be allowed to 
achieve the savings target in a longer period.  Over his issue, Dr Lam 
Ching-choi enquired about whether the financial envelope to the Secretary of 
Health, Welfare and Food had indicated the exact figure concerning the welfare 



sector.  He pointed out that the sector should be informed of the target savings 
and also the implementation details.  He stressed that a sense of certainty was 
essential for NGOs to start planning the strategies to cope with the savings 
target.  Mr Ng Man-sui also expected the Chairperson to inform the sector of 
the Department’s plan to achieve the savings target. 
 
54.  The Chairperson said that the Department’s position had always been 
trying to preserve the services and deliver savings through efficiency, 
re-engineering, etc.  This would be made more feasible if the welfare sector 
was given a longer time to achieve the savings.  She hoped that if the annual 
reduction percentage was modest, NGOs should all try to achieve that through 
efficiency as in the case of the 1.8% reduction applied in 2003-04.  Separately, 
the Department would continue to pursue some service rationalisation, 
including outsourcing, hive-off departmental units, and streamlining manpower 
through organisational restructuring.  She added that with the policy to cease 
admission into the Homes for Aged waiting list since January 2003, phasing 
out of homes for the aged gradually would be a significant savings measure. 
Though she would advise NGOs not to take any drastic action to introduce 
changes in staff remuneration packages within the TOG period, she was of the 
view that the sector should approach the issue from a pragmatic angle in the 
latter part of the savings period. 
 
55.  On the Benchmark issue, Mr Ng Man-sui had raised six questions, 
which had been tabled for Members’ easy reference in the discussion.  The 
Chairperson pointed out to Mr Ng Man-sui that the answers to some of the 
questions were not readily available, but the Department would be ready to 
spend extra effort to work them out if with justified reasons.  The answers to 
the questions and subsequent discussions were highlighted in the following 
paragraphs. 
 
56.  The amount of TOG and the amount of unspent TOG over these years 
were summarised as follows - 
 

Year TOG Allocation TOG Surplus 
2001-02 $ 122 million $ 3 million 
2002-03 $ 232 million $ 6 million 
2003-04 $ 325 million Figure not yet available

 



57.  Mr Fu Tsun-hung pointed out that the amount of TOG surplus was 
only an estimate for unspent TOG due to staff turnover, and had not included 
the unspent amount due to withholding increment for particular staff in 
accordance with the HRM practices of NGOs concerned.  Mr Ng Man-sui 
agreed that the amount of unspent TOG due to withholding salary increment 
was insignificant and it was not necessary for the Department to try working 
out the figures. 
 
58.  Concerning the distribution of snapshot staff in terms of their age, 
service grade and seniority, Mr Fu Tsun-hung confirmed that the Department 
did not have a database over the age of the snapshot staff, and it would need 
quite a lot of extra effort to trace their seniority.  As agreed in the meeting, the 
Department would provide information after the meeting on the distribution of 
the grade/rank of the Snapshot Staff. 
 
59.  The number of snapshot staff as at 1 April 2000 was 21,503, and the 
turnover rates of snapshot staff were as follows- 

Period Staff Turnover Rate of Staff Turnover 
1.4.2000 to 31.8.2001 2,700 12.9%  

(annualized 8.7%) 
1.9.2001 to 31.8.2002 1,081 5.7% 
1.9.2002 to 31.8.2003 Not available Not available 

 
60.  Concerning the ratio between TOG and the reserve of individual 
NGOs, which were above Benchmark, Mr Fu Tsun-hung said that there was no 
readily available figure at hand.  It was agreed in the meeting that the 
Department would provide aggregate data for Members’ information after the 
meeting. 
 
61.  Regarding the four conditions under which the Government would be 
prepared to consider further assistance for NGOs to honour their contractual 
commitment with snapshot staff after the expiry of the TOG period, the 
Chairperson recapitulated for Members’ reference as follows- 

 during the preceding TOG period, NGOs had already made full 
effort in service reengineering, 

 they had been unable to obtain new services, 
 they had little or no staff turnover, and 
 they had accumulated little reserves.  



 
62.  The Chairperson said that the four conditions had been announced to 
all NGOs in October 2000 in response to the sector’s concern, and they were 
still valid.  However, Members were advised to assess the situation in a 
pragmatic perspective after taking into account the current fiscal condition of 
the Government.  It would be unrealistic to expect the Government to 
continue with TOG with recurrent subvention, when at a time all parties were 
required to tackle the fiscal deficit.  Even with LF, Members were advised that 
the generous approach could not be continued as the use of LF for TOG was an 
exceptional arrangement at the time when the economy could still afford.  In 
response to Mr Ng Man-sui’s enquiry, the Chairperson affirmed that 
government subventions would not be used to continue the payment for TOG 
after 2006-07.  However, she agreed that the Department should not close the 
door to NGOs with genuine hardship at this stage.  She assured that the 
Department would always be ready to adopt a sympathetic attitude towards 
NGOs with genuine hardship.  Mrs Grace Chan expressed her wish that the 
Chairperson would pass the same message to DSW designate.  
 
63.  Dr Lam Ching-choi advised the Department to identify at an early 
stage those NGOs with genuine hardship.  He was of the view that NGOs 
should be assisted to make a sensible projection of their financial condition 
after the TOG period.  Dr Timothy Chan also shared his concern that there 
might be small NGOs in need of further assistance from the Government to 
maintain their operations after the TOG period.  In this connection, the 
Chairperson requested Ms Christine Fang to consider whether HKCSS could 
work out some reasonable assumption/prototypes that would assist NGOs in 
making realistic financial projections. 
 
64.  Regarding Mr Ng Man-sui’s final question on whether the 
administration, in view of the implementation of Efficiency Savings, would 
consider deferring the implementation of the 2% Benchmark reduction, the 
Chairperson remarked that she agreed that this might be the only pragmatic 
measure worth pursuing to save NGOs from the multiple budget cuts in 
2006-07 when TOG was stopped.  However, the decision would depend on 
whether the amounts to be clawed back from the above-Benchmark NGOs had 
to be returned to the centre under the financial envelop approach.  If not, the 
Department would have more room to consider appeals from NGOs with 
genuine hardship.  In any case, it would be unfair to write off the sum to be 



returned, but it would be possible to prolong the full implementation.  
 
65.  Concerning the implementation of Efficiency Savings, Ms Christine 
Fang expressed her view that it might be better to accord a higher percentage in 
the initial years after taking into account the cessation of TOG and 2% 
Benchmark cut in 2006-07.   
 
66.  However, the Chairperson pointed out that Ms Christine Fang’s 
suggestion would not solve the crux of the problem, and she advised that the 
NGO sector should adopt a more open attitude in reviewing staff remuneration 
package after 2006-07 in line with the market trend.  In echo, Dr Lam 
Ching-choi agreed that there was room for discussion over the remuneration 
package for staff, and he opined that the sector should start planning to avoid 
drastic changes after the cessation of TOG.  He also pointed out that due to the 
recent changes in the labour market, the gap between the remuneration for 
snapshot staff and new recruits were so apparent that it had adverse impact over 
the team spirit.   
 
 
Any Other Business 
 
67.  Mr Yu Chi-ming cited examples that some NGOs had malpractices in 
their HRM practices, such as downgrading/adjusting downward the benefits of 
experienced snapshot staff, requesting them to work on shift duties with 
unreasonably short notice, and refusing to grant job related allowances, etc.  
Although all the cases he cited could not be referred to the Department for 
investigation in view of the complainants’ refusal to give consent, he wished to 
make a record of them in the meeting.  Regarding the handling of complaints, 
Mr Yu Chi-ming expected the staff responsible to conduct more intensive 
investigation, instead of just passing to them the response of the NGOs 
concerned. 
 
 
Date of Next Meeting 
 
68.  Members would be informed of the date for next meeting when it was 
fixed.  
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