
Minutes of the 18th Meeting of 
Lump Sum Grant Steering Committee 

Held on 15 February 2005 
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Mr. Paul TANG                                  (Chairman) 
Director of Social Welfare 
 
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 
 
Ms. Christine Fang 
Chief Executive, Hong Kong Council of Social Service 
 
Mrs. Justina Leung 
Representative, Hong Kong Social Workers Association 
 
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 
 
Mr. Fu Tsun-hung 
Chief Social Work Officer (Subventions) 
Social Welfare Department             (Secretary)  
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Mrs. Eva Suen 
Social Work Officer (Subventions)5 
Social Welfare Department                        (Recorder) 
 
In attendance (for discussion on the Survey Report) 
 
Mr. Kwok Lit-tung 
Director, Christian Family Service Centre 
 
Mr. Cliff Choi 
Acting Business Director, Hong Kong Council of Social Service 
 
Mr. Martin Lee 
Senior Treasury Accountant (Subvention Finance) 
Social Welfare Department 
 
Absent with Apologies 
 
Mr. NG Shui-lai 
Chief Executive, Hong Kong Christian Service 
 
Mrs. Grace Chan 
Chief Executive, Hong Kong Society for the Blind 
 
Mrs. Julie Lee 
Chairperson, Parents’ Association of Pre-school Handicapped Children 
 
Mr. Ng Yut-ming 
Representative, Fight for Social Welfare Alliance 
 
Mr. Suen Leong-kwong 
Executive Director, The Mongkok Kai Fong Association Ltd. 
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Discussion on the Findings of the Survey on NGOs’ Need for Financial 
Assistance after the TOG Period Produced by PricewaterhouseCoopers 
(PwC) 
 
  The Chairman opened the meeting which would be a continuation of 
last meeting’s discussion on the Survey Report by Members of LSGSC and 
Working Group on the Survey.  Mr. John Ng (Director, Human resources 
Service) and Ms Celeste Yuen (Senior Manager, Human Resources Service) of 
PwC were present to answer questions pertaining to the Survey Report. 
 
2.  Mr. John Ng referred Members to the preliminary discussion at the 
last meeting and informal contacts with some of them.  He noted Members’ 
concerns and would like to gather additional comments before making any 
changes in the Survey Report.   
 
3.  Mr. Fu Tsun-hung reported on figures Members asked for at the last 
meeting: 

(a) The estimated requirement for extension of TOG for 5 years 
without taking into account staff turnover would be about $2.6 
billion. 

(b) The estimated requirement for extension of TOG for 5 years 
with an assumed annual staff turnover rate of 6% is about $2.2 
billion. 

(c) The Department could not capture the age profile of existing 
staff and the retirement policy of NGOs to facilitate projection 
on the length of period for all snapshot staff to retire or leave 
the NGO. 

Miss Ann Hon supplemented that the earlier figure quoted at $2.8 billion 
required for extension of TOG for another 5 years after 2005-06 did not take 
into account the annual staff turnover rate reported by NGOs at 1 September 
2004.  Mr. Martin Lee elaborated that the size of TOG would be on a rising 
trend without taking into any account any staff turnover rate.  If a 6% annual 
staff turnover rate was taken into account, TOG would reach its maximum level 
in 2007-08 and would start a very gradual decrease from 2008-09.   
 
4.  The Chairman referred Members to the comments from HKCSS and 
HKSWA which were received respectively last night and this morning.  While 
there was no time for PwC to go through them, he asked Members to raise 
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points for PwC’s clarification.  In particular, SWD hold the following views- 
  

(a) The figures quoted on Enhanced Productivity Programme and 
Efficiency Savings appeared to be not accurate. 

(b) There appeared to be different views and interpretations held by 
NGOs and staff regarding the basic assumptions on contractual 
commitment to snapshot staff in the LSG environment.  TOG 
were resources provided by SWD for NGOs to honour their 
contractual commitment to snapshot staff, but the granting of 
annual salary increment for individual staff would be subject to 
the terms and conditions in the contract which again could be 
different among NGOs.  

 
5.  Mr. Ng Man-sui held the view that TOG was meant to provide 
financial resources to NGOs to honour their contractual agreement with 
snapshot staff and, in this sense, to ensure these staff would be given annual 
increment above the mid-point salary.  At least the majority of NGOs 
regarded TOG as payment of annual salary increment for snapshot staff.   

 
6.  Ms. Christine Fang expressed surprise at the Department’s 
interpretation of TOG and contractual agreement which was different from that 
explained by the last DSW.  She recalled that the Department had ensured 
NGOs joining LSG that TOG was to honour contractual agreement and to 
ensure the provision of annual salary increment of snapshot staff drawing 
above mid-point salary.  Mrs. Justina Leung said the Department seemed to 
hold a different interpretation of TOG and contractual agreement during and 
after the TOG period. 
 
7.  Ms. Ann Hon clarified that NGOs’ commitment to honour staff 
contract should continue even after the TOG period as it was a legal agreement 
/ document.  The Chairman further commented that NGOs could vary the 
terms and conditions of contracts with mutual consent from staff.  This option 
might be difficult but not impossible for NGOs to take. 
 
8.  Mr. John Ng agreed that terms and conditions in contractual 
agreements with staff should be followed as they were legal documents.  He 
elaborated that, in the scenario analysis, possible solutions were suggested for 
NGOs to balance their budgets in the LSG environment after the TOG period.  
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Based on the forecast data provided by NGOs, the 2% cost savings scenario 
appeared to be the minimum viable measure to be taken per year in order to 
help NGOs to reach a balanced LSG budget.  Other measures to achieve such 
level of savings were also proposed based on the preferred options expressed in 
NGOs’ feedback.  Mr. Ng felt that strict adherence to the government’s Master 
Pay Scale would lower the flexibility of NGOs in negotiating remuneration 
package with staff.   
 
9.  Mr. Ng Man-sui found PwC’s recommended measures such as 
freezing salary, stopping increments, contradictory to NGOs’ contractual 
agreement with staff.   
 
10.  Ms. Christine Fang re-iterated the understanding reached between the 
Department, NGOs and staff unions on contractual commitment in the context 
of TOG in 2000-01.  The Chairman concluded that in reality NGOs adopted 
different interpretations in drawing up contractual agreements with their staff.   
 
11.  Miss Ann Hon referred to another HKCSS’s comment on the 
methodology of the Survey.  She felt that 76% response rate was high for 
surveys.  Those that did not respond or chose to opt out in their replies had 
expressed that they had no problem with the cessation of TOG.  Mr. John Ng 
added that NGO participants were very homogenous, i.e. being subvented and 
having a similar operational mode though their service mix might be different.  
As such, the sample size needed not be large.  Eight NGOs opted out because 
they had no TOG problems.  Based on the data collected from NGO 
participants, majority (60%) were projected to have financial difficulties.  Mr. 
Ng considered that the projection was prudent and perhaps a little 
over-estimated.   
 
12.  Mr. Kwok lit-tung asked if PwC had over-estimated the problem and 
financial need of NGOs to imply that NGOs might be able to tackle their own 
problems after cessation of TOG.  Mr. Fu Tsun-hung commented that financial 
projections such as the $2.2 billion of TOG requirement for the next 5 years 
were usually done on a prudent basis to forestall any under-estimation.  The 
Chairman informed Members that the Survey findings were based on data 
supplied by NGOs which were not validated, and the worst scenario appeared 
to be the one with no solution to NGOs’ problems.    
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13.  Mr. Cliff Choi suggested that PwC should state limitations of the 
Survey methodology such as the lack of sufficient NGO data and reasons for 
such in the Survey Report.  Mr. John Ng replied that such limitations could 
not be applied across-the-board to all NGOs unless NGOs themselves admitted 
to them, and hence could not be included.  Mr. John Ng added that while 
NGOs alleged their preference in taking a number of measures on cost savings, 
the impact of these measures were not clearly reflected in their returns.   
 
14.  Mr. Kwok Lit-tung then asked whether the LSG reserve accrued by 
NGOs reflected the hard work done in the past years.  Mr. Martin Lee pointed 
out that the amount of LSG subvention received by NGOs was in fact larger 
than that under the conventional subvention mode, and there was room for 
NGOs to accrue savings.  Ms Christine Fang then referred to the historical 
trend in the Survey Report citing that some ten NGOs had deficit in 2002-03 
and 2003-04 which should be incorrect.  Mr. Lee explained that NGOs under 
LSG had apportioned administrative costs and other expenses related to 
activities covered by Funding and Service Agreement but previously not 
recognized for conventional subventions to LSG account.  If these costs were 
larger than LSG resulting in a deficit, the deficit could not be carried out to the 
next financial year and had to be offset by the LSG reserve or funding from 
other sources.   
 
15.  Mrs. Justina Leung felt that PwC had no opportunity or sufficient time 
to verify data from NGOs and this had affected the reliability of the findings.  
Dr. Timothy Chan also expressed that it should be PwC’s responsibility to 
verify data from NGOs.  He agreed with Mrs. Justina Leung’s request for 
listing out limitations encountered by PwC in the course of the Survey in the 
Survey Report.  He re-iterated his views expressed in the last meeting that the 
Survey Report had not met all the objectives of the Survey.  He was of the 
view that PwC had focused on suggestions to balance NGO’s budge, but the 
Survey was to find out the NGOs’ need for financial assistance after the TOG 
period. 
 
16.  Mr. Martin Lee informed Members that the Department had provided 
PwC with the historical data on LSG income and LSG reserve.  PwC worked 
on the trend and financial projections.  Mr. Peter Kwan asked that, if this was 
the case, there should not be any deficit incurred under LSG.  He also 
questioned whether there could be bias to base financial forecast on the 45 
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returns (28% response rate). 
 
17.      Mr. John Ng gave the following replies to Members’ questions: 

(a) Data supplied by NGOs were checked and discrepancies were 
clarified and usable data were tapped in the projections. 

(b) The 45 returns or 28% response rate represented 40-50% of 
LSG subventions. 

(c) Scenario analysis including annual and accumulated deficits 
and recommendations for a balanced budget, based on forecast 
data supplied by NGOs, intended to assist NGOs to get rid of 
their deficit.  Otherwise, NGOs would have to rely on 
unlimited extension of financial assistance from the 
Government.  

(d) He considered that the Department and NGOs needed to work 
together to iron out NGOs’ deficits and their genuine financial 
problems  

 
18.  Ms. Christine Fang considered that NGOs had done a lot in the past 
years to contain expenditure in face of baseline cut of some 10% due to 
Enhanced Productivity Programme (EPP) and Efficiency Savings (ES).  She 
felt it unfair that the Survey findings implied that NGOs appeared to have done 
little in the past and continued to depend on Government handouts to make 
ends meet.  Mr. John Ng replied that the Survey Report did recognize and 
mention the impact of EPP and ES on NGOs.  However, NGOs still needed to 
do more continuously in order to balance their budget in the long run.  The 
historical trend analysis served as a reference to shed light on the trend on 
NGO income and expenditure in coming years.  As a 2% ES was assumed for 
2005-06, there would be a case of overstating the projected deficit and 
understating the projected surplus in coming years.  Mr. Ng pointed out that 
the Survey Report carried a clear message on the likely financial difficulties to 
be faced by NGOs and possible solutions to them.   
 
19.  Mrs. Justina Leung cited that differences and variations among NGOs 
were considerable.  The Survey Report’s conclusion on the projected increase 
in personal emoluments and other charges in coming years should be verified 
and checked against the real situation and actual financial position of each 
NGO.  Without such checking, the Report as it was could not be accepted. 
The feasibility and viability of recommendations must take into account the 
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actual position of NGOs and not based on mathematical calculations.  
 
20.  The Chairman considered that the purpose of the Survey was to map 
out a high level overview of NGOs’ financial position after the TOG period.  
The Survey was done in a short period of time and served as a reference or 
benchmark for considering the way forward.  NGOs were free to give 
response to the Survey.  Any further detailed validation of data with NGOs 
would need manpower and time which might not be necessary.  The scenario 
analysis and recommendations which were independently done by PwC were 
not impossible, and their feasibility would be up to individual NGOs to take 
forward.  Whether NGOs would balance their budget should also depend on 
individual NGO’s governance and decision.   
 
21.  Miss Ann Hon added that PwC had achieved what was expected of 
them.  In the process of data capture, a lot of verifications and clarifications 
were done with NGO participants.  The response rate to the Survey was also 
reasonably high.  It would be a separate exercise to consider the way forward 
after the TOG period.   
 
22.  Mr. Ng Man-sui was uncomfortable about the missing basic 
assumptions on the Survey, selective options and exclusion of the option of 
tension of TOG.  He also felt that the objectives of the Survey on page 1 of the 
Survey Report were not achieved.  Dr. Timothy Chan agreed with Mr. Ng 
man-sui and referred to his query in the last meeting that the Report did not 
assess NGOs’ capacity to cope with the cessation of TOG (e.g. commitment to 
snapshot staff) and offered no feasible solution to address NGOs’ potential 
financial difficulties.    
 
23.  Mr. John Ng replied that the objectives of the Survey had been 
covered by the Survey Report, in that the financial position of NGOs had been 
projected and mapped out based on data supplied by NGOs.  Suggestions 
were made on possible solutions to tackle the financial difficulties including 
options preferred by NGOs, and on the mechanism of assistance to those in 
need.  While the wordings might be different, the feasibility of the options / 
suggestions was subject to NGOs’ own choice/decision.  
 
24.  Mr. Kwok Lit-tung understood that the Survey Report was an 
independent consultancy report which might not please every Member or NGO.  
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He raised his query on the figures in tables on the annual deficits and 
accumulated deficits.  Mr. John Ng replied the two referred to different 
accounts of different sample groups of NGOs and were not comparable.  
Besides, NGOs did not quantify in dollar terms the amount saved for each cost 
savings measure adopted over the years.  Mr. Martin Lee said that TOG was 
an income, and projections on NGO deficit was based on comparing income 
and expenditure of the same period.  Deficit would be incurred mainly due to 
factors like cessation of TOG, coming down to Benchmark Salary per annum, 
increasing annual personal emoluments above the LSG annual allocation.  
The Chairman added that even with the extension of TOG, NGOs were obliged 
to cut costs to reach a balanced budget. 
 
25.  Ms Christine Fang suggested toning down the wordings such as 
‘highly conservative’ projections given by NGOs.  Mr. Cliff Choi added that 
the headcount quoted in the Survey Report without unit cost and output reached 
would skew the picture.  Ms Ann Hon replied that such could not apply to all 
service costs as these costs were different for many new and integrated 
services. 
 
26.  Dr. Lam Ching-choi gave the following comments and views: 

(a) The survey design allowing NGOs to reply or not to reply and 
how to reply were by themselves limitations. 

(b) NGOs were not given clear parameters, e.g. no TOG after 5 
years, in working out their forecasts. 

(c) It would be natural for the majority of NGOs (nearly 100) to 
state their preference on extension of TOG which offered a 
simple way out.  Along this line of thinking, NGOs might 
have overstated their deficits or financial difficulties in coming 
years which could be substantial.  

(d) Variations among NGOs were many and substantial. 
(e) PwC had to base judgment on what NGOs had provided as 

cited above which could lead to overstated forecasts and results 
and might not do justice to NGOs’ hard work in the past few 
years. 

(f) PwC could consider adding qualifying statements to certain 
findings or recommendations. 

(g) LSGSC Members could consider whether or not to build up 
criteria / foundation for all stakeholders, i.e. SWD, NGOs and 
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staff, to move forward.  These criteria could include 
contractual commitment to snapshot staff to continue after 
2005-06, further extension of financial assistance for 5 years or 
a reasonable timeframe for NGOs to reach a balanced budget, 
subject to different situations of individual NGOs. 

(h) Solution of financial problems could take different forms for 
different NGOs 

(i) A separate exercise to consider how to move forward after 
2005-06. 

 
27  Mr. Ng Man-sui felt that the Working Group on the Survey should be 
responsible for working out the recommendations but was not given the time or 
opportunity to do so.  There appeared to be missing joints in the process from 
data capture to finalizing the recommendations.  He suggested re-instating the 
principle terms and conditions of TOG in the Report.  
 
28.  Ms Christine Fang agreed with Dr. Lam’s comments.  She suggested 
that recommendations should be qualified and comments on productivity 
should be included.    
 
29.  Mrs. Justina Leung asked what options LSGSC had regarding the 
Survey Report.  The Chairman commented that the Survey Report listed out 
facts and scenarios for reference.  While PwC would make minor adjustments, 
Members could take note of the Survey Report with reservations, e.g. the 
financial assessment and forecast could be over-estimated.  Members could 
consider making reference to the Survey Report in mapping the way forward.  
On the other hand, the Survey Report could remain a draft having no status and 
shelved.  He would recommend Members to take note of the Survey Report 
with reservations.   
 
30.  Mr. Peter Kwan asked if the Survey Report would go public.  He did 
not consider it suitable as there were limitations on the methodology and value 
judgment therein.  Mr. Martin Lee commented that the Survey Report 
indicated that NGOs required financial assistance after the TOG period and to 
tackle the coming down to Benchmark Salary.  Mr. Fu Tsun-hung suggested to 
Members not to wait for the conclusion of discussion on the Survey Report 
before starting discussion on the way forward after TOG which would be a 
separate exercise.  
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31.  After some discussion on the distribution of the Survey Report to 
NGO participants, covering letter for the Survey Report, the meeting agreed 
that PwC would take a week to make some minor amendments, that Members 
would review the amendments and draft covering letter before dispatch of the 
Survey Report to NGOs concerned.  A LSGSC meeting would be convened in 
March to brainstorm the way forward after TOG period. 
 
<Members of the Working Group on the Survey and PwC representatives left 
the meeting at this point.> 
 
 
Complaints referred to LSGSC 
 
32.  Regarding the complaint case No. 1 discussed at last meeting, Mr. Fu 
Tsun-hung reported that the Department was still waiting for more details to be 
provided by the agency.  Members would be given a detailed report for 
consideration of whether to hold a hearing or not.  The Chairman preferred 
holding a special meeting on the case upon receipt of sufficient details as soon 
as possible in view that the complainant’s employment contract would expire at 
end of March 2005.    

 
 
 

Date of Next Meeting 
 
33.  There being no other business, the meeting was adjourned at 12:15 
p.m.  The date of the next meeting would be confirmed with Members at a 
later date. 
 
 
 
 
Social Welfare Department 
March 2005. 
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