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Minutes of the 17th Meeting of 
Lump Sum Grant Steering Committee 

Held on 31 January 2005 
 
 
Present 
 
Mr. Paul TANG (Chairman) 
Director of Social Welfare 
 
Mr. NG Shui-lai 
Chief Executive, Hong Kong Christian Service 
 
Dr. Lam Ching-choi 
Medical Director, Haven of Hope Christian Service 
 
Mr. Kwan Kin-shing, Peter 
Director, HK Student Aid Society 
 
Dr. Timothy Chan 
Director, Richmond Fellowship of Hong Kong 
 
Mrs. Grace Chan 
Chief Executive, Hong Kong Society for the Blind 
 
Mrs. Julie Lee 
Chairperson, Parents’ Association of Pre-school Handicapped Children 
 
Ms. Christine Fang 
Chief Executive, Hong Kong Council of Social Service 
 
Mrs. Justina Leung 
Representative, Hong Kong Social Workers Association 
 
Mr. Ng Yut-ming 
Representative, Fight for Social Welfare Alliance  
 
Mr. Ng Man-sui 
Representative, Fight for Social Welfare Alliance 
 
Mr. Yu Chi-ming 
Representative, Fight for Social Welfare Alliance 
 
Miss Ann Hon 
Assistant Director (Subventions) 
Social Welfare Department 
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Mr. Fu Tsun-hung 
Chief Social Work Officer (Subventions) 
Social Welfare Department (Secretary) 
 
Mrs. Eva Suen 
Social Work Officer (Subventions)5 
Social Welfare Department (Recorder) 
 
 
In attendance (for the first agenda item) 
 
Mr. Suen Leong-kwong 
Executive Director, The Mongkok Kai Fong Association Ltd. 
 
Mr. Kwok Lit-tung 
Director, Christian Family Service Centre 
 
Mr. Cliff Choi 
Acting Business Director, Hong Kong Council of Social Service 
 
Mr. Allen Leung 
Assistant Director (Finance) 
Social Welfare Department 
 
Mr. Martin Lee 
Senior Treasury Accountant (Subvention Finance) 
Social Welfare Department 
 
 
 
Presentation of the Findings of the Survey on NGOs’ Need for Financial 
Assistance after the TOG Period by PricewaterhouseCoopers (PwC) 
 
  Miss Ann Hon introduced Mr. John Ng (Director Human Resources 
Service), and Ms Celeste Yuen (Senior Manager Human Resources Service), 
from PwC who would present the findings of the Survey to members of 
LSGSC and Working Group on the Survey (WG).  
 
2.  Mr. John Ng referred Members to the copy of Survey Report and 
powerpoint tabled at the meeting.  In briefing Members of findings and 
recommendations of the Survey, Mr. Ng highlighted the difficulties 
encountered in verifying and analyzing the data provided by NGOs in the 
process, and in drawing up observations from the captured data which had 
taken up longer time than expected.  PwC had to make several major revisions 
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before the final draft was ready on 20 December 2004.   
 
3.  In receiving the Report, the Chairman suggested Members to examine 
the Report before holding a full discussion and acceptance. Meanwhile, 
Members might give their initial views and raise questions on the findings for 
clarification by PwC. 
 
4.  Mr. Ng Shui-lai expressed that he was impressed by the work done by 
PwC in the Survey.  The presentation and the recommendations based on 
Human Resources (HR) and Financial Management (FM) aspects were very 
clear.  However, he considered that HR and FM by themselves were not the 
ultimate goals NGOs wanted to achieve.  These aspects had to be viewed in 
the context of welfare business and strategies of each NGO.  Mr. Ng 
responded to the Report in the following 3 areas: 

a) PwC observed that NGOs were highly conservative in providing 
forecast data.  NGOs were conservative in order to cater for the 
possible risks posed by the LSG subventions mode.  But these 
forecasts might not be ‘highly conservative’.  For example, the 
lowered salary of newly hire might not offset the size of the annual 
increment of snapshot staff in an NGO. 

b) NGOs could not afford drastic cuts in the number of welfare staff 
because basically welfare service was a human service. 

c) There were different views and interpretations held by NGOs and 
staff regarding contractual commitment to snapshot staff under LSG. 

 
5.  Mr. Ng Man-sui asked if PwC could provide Members with the 
projection on NGOs’ financial situation if Tide-Over Grant (TOG) was 
extended beyond 2005-06, and if so, the impact on Lotteries Fund commitment.  
He would also like PwC to assess the impact on staff upon cessation of TOG, in 
particular the protection of contractual commitment to snapshot staff.  

 
6.  Mrs. Justina Leung agreed with Mr. Ng Shui-lai that proposed cost 
savings measures should be considered in the context of welfare business and 
individual NGO’s actual situation.  She would like to know on what basis 
PwC calculated the various scenario analyses, e.g. entry point of various 
staffing structures, replacement of snapshot staff, etc. 
 
7.  Mr. John Ng elaborated that the scenario analyses were based on the 
assumption of how NGOs could balance their budget in the long run under 
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LSG without TOG and projected on the forecast data provided by NGOs.  The 
2% cost savings scenario was the minimum measure to be taken per year in 
order to help NGOs reach a balanced LSG budget and the various measures to 
achieve such level of savings were suggested.  Whether these proposed 
measures were feasible for NGOs would depend on individual NGO’s situation 
and decision.  He cited the observation drawn from NGO data that the number 
of snapshot staff leaving NGOs was replaced by a similar number or even 
higher number of newly hire drawing similar sum of salaries thus resulting in 
no savings. 
 
8.  Mr. Cliff Choi asked if the 2% cost savings proposed was based on no 
Efficiency Savings cut after 2005-06.  Mr. John Ng confirmed the assumption. 
 
9.  Ms. Christine Fang asked if PwC assumed that the 2% cost savings 
were to be in addition to the TOG cut and coming down to Benchmark per year.  
Mr. John Ng replied that the 2% cost savings were expenditure cut while the 
TOG plus coming down to Benchmark cut were income reduction.  The 
scenario analyses were attempts to match the two to reach a balanced budget. 
 
10.  Dr. Lam Ching-choi expressed his worry on the response to the 
questions on historical financial data (46 returns used), surplus/deficit forecast 
(45 returns used ) and the reliability of using these returns for projections for 
161 NGOs.  Mr. John Ng replied that historical data were used to provide 
information on the past trend but not for projections.  The response rate for 
survey at 40% to 50% was generally high and should provide a reasonably 
good idea on forecasts.  Dr. Lam wondered if there would be hidden bias in 
the 40% to 50% response which was not by random sampling.  Mr. Ng 
explained that the Survey received some 80% response and all findings were 
based on verified and usable data provided by NGOs, and valid assumptions 
such as no inflation and no Efficiency Savings cut after 2005-06. 
 
11.  Regarding the questions raised by Mr. Ng Man-sui on additional 
projections and assessment, Mr. John Ng replied that cessation of TOG after the 
5-year TOG period was according to the condition laid down in LSG 
subventions mode.  Further projections and assessments were considered as 
additional work requiring additional resources to be provided by SWD.  
Responding to the question raised by Mr. Ng, Miss Ann Hon referred to an 
earlier exchange with some of the Members that further extension of TOG for 
another 5 years after 2005-06 would amount to some $2,800 million without 
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factoring in any staff turnover rate.  Mr. Fu Tsun-hung supplemented that 
there was no need for PwC to work on projections based on TOG extension, 
using up of LSG reserve, factoring in past staff turnover rates, etc. as the 
Department had the TOG budget in hand and could map out the scenarios. 
 
12.  Ms Christine Fang then asked the Department to present projections 
on NGOs’ likely financial situation having regard to further extension of TOG, 
snapshot staff turnover rate and coming down to Benchmark salary up to 
2010-2011 to facilitate NGOs to consider reconciliation of their budget.  Mr. 
Cliff Choi observed that the TOG increase was sharper in the first few years 
and would slow down in coming years and might likely reach a plateau 
sometime in the future. 
 
13.  Mr. Peter Kwan pointed out that the Government’s fiscal deficit had 
led to Efficiency Savings measures with impact on LSG subventions.  NGOs 
needed to plan for changing economic situations such as improvements in the 
local economy and inflationary factor which might affect salary and other cost 
levels and hence their budget in coming years. 
 
14.  Mrs. Grace Chan asked the Department to confirm the recognized 
Benchmark with NGOs as soon as possible to facilitate financial planning for 
coming years.  She agreed that NGOs had to be realistic about changing 
economic situations in their budgeting which could be different from PwC’s 
assumptions of no changes in coming years.  She also pointed out that NGOs 
were bound by legal and licensing regulations in staffing which could not be 
varied or restructured at will. 
 
15.  Miss Ann Hon remarked that the level of subvented staffing was 
always in line with and well above any licensing requirements.  Mr. Fu 
Tsun-hung supplemented that the TOG issue and coming down to Benchmark 
would be handled at the same time in mapping the way forward.  He reminded 
Members that LSG had its own adjustment mechanism, i.e. salary would follow 
civil service pay trends and other charges would be varied in line with the 
annual cost of living index. 
 
16.  Mr. Ng Yut-ming referred to the 3rd scenario analyses and asked how 
the (2) and (3) measures, i.e. improving productivity instead of replacing all 
snapshot staff left with new staff and hiring new staff to replace snapshot staff 
left at lower salary, would contribute to the 2% cost savings.  Mr. John Ng 



 6

replied that the assumption was based on a possible but rough estimate on staff 
turnover and efficiency gain in hiring replacement staff.  Other savings 
measures were cited but were not favoured by NGOs.  He felt that if cost 
savings were not adopted by NGOs, their budget would not be balanced even 
after 10 years on LSG. 
 
< Mr. Ng Yut-ming left the meeting at this point.> 
 
17.  Dr. Timothy Chan referred to the 3 objectives of the Survey, and 
considered that the Report did not assess NGOs’ capacity to cope with the 
cessation of TOG (e.g. commitment to snapshot staff) and did not offer solution 
to address NGOs’ potential financial difficulties.  Mr. John Ng replied that 
NGOs did not provide data or statement on whether they would be capable to 
cope with cessation of TOG and/or coming down to Benchmark.  The 
preferred measures identified by NGOs were used as a reasonable base for 
addressing the NGOs’ financial difficulties.   
 
18.  Mr. Allen Leung referred to the 90 usable replies on historical and 
forecast data on headcount and personal emoluments which accounted for some 
80% of LSG expenditure, and asked why only 40 replies were used for 
projecting surplus/deficit data.  Mr. John Ng explained that missing data had 
to be screened out, e.g. omitted data for certain items or years, inconsistencies 
in data provided despite repeated clarifications.  Miss Ann Hon added that 
extensive efforts were expended on data verifications with NGOs by PwC and 
follow-up calls by SWD staff.  The process had taken a long time before a 
cut-off date was set.  
 
19.  Mr. Kwok Lit-tung asked and Mr. John Ng confirmed that the budget 
deficit data was projected for 161 NGOs. 
 
20.  Ms Christine Fang re-iterated that NGOs joining LSG undertook to 
honour their contractual commitment to snapshot staff.  In this context, the 
need for TOG could not be ignored.  Mr. Fu Tsun-hung reminded that Mr. Ng 
Shui-lai had earlier pointed out the different views held by different 
stakeholders on NGOs’ commitment to staff which needed to be further 
discussed in LSGSC.  Mr. Ng further elaborated that the question would need 
clarification but was not for PwC to answer.  
 
21.  The Chairman thanked PwC representatives for the briefing and 
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requested Members to examine the Report before a full discussion since they 
only received the Report at this meeting. The Report had provided a general 
view on NGOs’ situation on TOG/LSG but could not identify what had been 
done by NGOs in the past years in preparation for cessation of TOG and 
coming down to Benchmark.  The report could be used as a reference for 
LSGSC to brainstorm the way forward in coming meetings.  After some 
deliberation, the meeting agreed that Members of LSGSC and WG would 
jointly meet again and discuss the Report after the Chinese New Year holidays.  
There would also be no public release of the content of the Report until it was 
to be endorsed by LSGSC.   
 
22.  Mr. Ng Shui-lai suggested that SWD could follow up with PwC 
regarding any revision, explanatory notes or supplementary information PwC 
would make on the final Report after taking note of Members’ concern.  Mrs. 
Justina Leung added that PwC should acknowledge limitations pertaining to the 
Survey design and data received from NGOs. 
 
23.  Mr. Ng Man-sui would like to have the Report posted up on SWD 
Homepage for the sector’s information as soon as possible.   
 
24.  The Chairman concluded that Members would be given time to 
examine the Report and there would be no public announcement or release of 
the Report until LSGSC endorsed it.  PwC would follow up with minor 
amendments as suggested.  There would be a joint meeting of LSGSC and 
WG Members to discuss the Report after the Chinese New Year holidays.   
 
<Members of the Working Group on the Survey and PwC representatives left 
the meeting at this point.> 
 
Confirmation of Minutes of Last Meeting 
 
25. The minutes of the last meeting were confirmed without any 
amendment. 

 
 

Matters Arising 
 
26. The meeting confirmed there was no matter arising from last meeting 
for further discussion. 
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Arrangement of Tide-Over Grant for 2005-06 
(Paper LSGSC 01/2005) 
 
27. Mr. Fu Tsun-hung highlighted that the proposed arrangement for 
2005-06 would follow that of the current year.  The annualized staff turnover 
rate from 1 September 2003 to 1 September 2004 was about 6% but no 
assumption would be made about staff turnover in the course of 2005-06.  
Members endorsed the total estimated TOG requirement of $413 million for the 
year of 2005-06. 
 
 
Update on Business Improvement Project Scheme and Guidelines for 
Inviting Future Applications 
(Paper LSGSC 02/2005) 
 
28. Mr. Fu Tsun-hung updated Members on what had been done so far 
under the Scheme.  A total of $72 million was approved for various Business 
Improvement Projects (BIPs) and a total of $54.5 million were spent by 65 
beneficiary NGOs.  After the previous 3 rounds of BIP applications, SWD 
proposed not to set any deadline for future applications which would be 
processed as they were received throughout the year.  The meeting endorsed 
the proposed arrangement for inviting new BIP applications. 
 
 
Business Improvement Project submitted by Fu Hong Society 
(Paper LSGSC 03/2005) 
 
29. Mr. Fu Tsun-hung informed Members of the background of energy 
saving projects citing the fruitful experience of 2 projects previously supported 
by this Committee.  Based on the recommendations of the energy audit report 
on the project prepared by EMSD, the expected annual electricity savings 
would be considerable and the payback period would be in 3.6 years.  The 
meeting endorsed support to Fu Hong Society’s application. 
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Complaints referred to LSGSC 
 
(a) Case No. 1 
 
30. Mr. Fu Tsun-hung reported that the investigation report on the case 
was despatched to Members earlier.  Based on Members’ feedback, 6 did not 
go for a hearing while 5 preferred a hearing on the case.  The Chairman 
considered that dismissal was more a labour issue than a LSGSC concern as the 
post was later filled through open recruitment.  Mr. Fu supplemented that the 
turnover rate of snapshot staff in the NGO was the same as that in the sector, i.e.  
28%.  A total of 7 out of a total of 420 snapshot staff in the NGO were 
dismissed in the past 4 years. 

 
31. Mr. Ng Man-sui would like to know how many staff were dismissed 
by the NGO of which 7 were snapshot staff in the same period.  He was 
concerned on the length of time taken in handling this complaint and hoped that 
the case could be concluded soon. 

 
32. Mrs. Julie Lee considered that the report gave no details on why the 
complainant was immediately dismissed.  NGO’s procedural guidelines 
quoted in paragraph 5 of the report were more in favour of the management 
than staff.  Mr. Fu Tsun-hung supplemented that the NGO gave a detailed 
account on the incident which was handled in line with its HRM policy 
endorsed by its Board.  The dismissal decision was also endorsed by the 
Board. 

 
33. Mrs. Justina Leung felt that there was insufficient information to 
facilitate a full consideration of the case.  It seemed that the NGO’s HRM 
principles cast a wide coverage and that asking the complainant to conduct a 
performance appraisal with a dismissed staff retrospectively was unusual. 

 
34. Mr. Ng Shui-lai considered that this case could be a case of poor 
management or an unreasonable HR practice.  But he queried if this would 
constitute a breach of LSG terms, or should be a case for the Labour Tribunal. 

 
35. Ms Christine Fang opined that LSGSC should oversee the protection 
of snapshot staff in the LSG consideration, which should ensure whether HR or 
staff grievance handling had violated LSG rules and regulations. 
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36. Mr. Fu Tsun-hung reported that the NGO followed the Department’s 
Service Quality Standards (SQS) in establishing HR policy, procedures and 
mechanism.  There was no breach of SQS in this case.  The best practices 
outlined in Chapter 5 of LSG Manual were for the reference of both NGO 
management and staff. 

 
37. Mrs. Grace Chan felt that it would be difficult for the Committee to 
rule in this case in the absence of full details. 

 
38. The Chairman asked Members to consider whether there was a prima 
facie case for LSGSC hearing or were Members doing the job of the Labour 
Tribunal. 

 
<Mr. Ng Man-sui left the meeting at this point.> 

 
39. While Mr. Ng Shui-lai agreed that there should be sharing and 
setting of good practices in the sector, Mr. Yu Chi-ming said that the Alliance 
considered there was a breach of SQS in this case and hence a LSGSC hearing 
would be more appropriate. 

 
40. Ms Christine Fang considered that the dismissal of 7 snapshot staff 
was not common and the presenting reason for the dismissal was quite unusual. 
 
41. The Chairman pointed out that the management board of a NGO 
should be responsible for the employment matter of its staff.  Even if the 
dismissal was not tactfully handled, it was not an obvious case related to LSG.  
The Department could provide more information regarding the NGO’s 
implementation on SQSs. 

 
42. Both Dr. Lam Ching-choi and Mr. Ng Shui-lai felt there was no 
consensus among Members and agreed to hold a LSGSC hearing on the 
complaint.  Mr. Fu Tsun-hung would proceed with the preparation.  
According to the duty roster of Members on holding hearings, Dr. 
Timothy Chan and Mr. Ng Yut-ming would be on duty in February 2005.  As 
both Dr. Chan and Mr. Ng had held hearings previously, Members agreed that 
future hearing should be heard by those Members who had not held any 
hearings before. 
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(b) Case No. 2 
 
43. Mr. Fu Tsun-hung presented the report.  Members noted that the 
NGO underwent service re-engineering resulting in redundancy of 1 out of 3 
existing posts, and that based on the past performance of the 3 staff-in-question, 
the complainant’s dismissal due to redundancy was reasonable. 
 
(c) Case No. 3 and No. 4 

 
44. Mr. Fu Tsun-hung reported that both cases were under investigation 
and Members would be given a full report on each case when they became 
available. 

 
 

Date of Next Meeting 
 
45. There being no other business, the meeting was adjourned at 
12:50 p.m.  The date of the next meeting was agreed to be on 
15 February 2005 (Tuesday) at 9:30 a.m.  Members would be notified with the 
full details nearer the date. 
 
 
 
 
Social Welfare Department 
February 2005 


