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Minutes of the Seventh Meeting of the 
Lump Sum Grant Steering Committee 

Held on 24 April 2002 and 30 April 2002 
 
Present 
 
Mrs Carrie LAM                                 (Chairperson) 
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 
 
Miss Margaret YIU 
Superintendent, Pelletier Hall 
Sisters of the Good Shepherd 
(on 24 April 2002 only) 
 
Dr Timothy CHAN 
Director, Richmond Fellowship of Hong Kong 
(on 30April 2002 only) 
 
Mr NG Shui-lai 
Director, Hong Kong Christian Service 
 
Mrs Justina LEUNG 
Representative, Hong Kong Social Workers Association 
 
Ms Christine FANG 
Chief Executive, Hong Kong Council of Social Service 
 
Mrs Grace CHAN 
Director, 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 
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Mr YU Chi-ming 
Representative, Fight for Social Welfare Alliance 
 
Mr NG Man-sui 
Representative, Fight for Social Welfare Alliance  
 
Mr LEE Wing-wai 
Assistant Director (Subventions and Performance Monitoring)  
Social Welfare Department 
 
Mr FU Tsun-hung 
Chief Social Work Officer, Social Welfare Department    (Secretary)  
 
 
Confirmation of Minutes of Last Meeting 
 
 The minutes were confirmed without any amendment. 
 
 
Report on “An Exploratory Survey of Boards of Directors of 
Subvented NGOs in Hong Kong” 
 
2. The meeting agreed to consider the Report on “An Exploratory 
Survey of Boards of Directors of Subvented NGOs in Hong Kong” before 
going into other agenda items.  Dr CHAN Kam-tong, Mr Zeno LEUNG 
and Mr Alan SZE of the Hong Kong Polytechnic University presented the 
Report with elaboration on the objectives of the Survey, the research 
method, the research design, the analysis of the data obtained and also the 
recommendations.  
 
3. The Research Team shared with Members the recommendations 
to strengthen the functions of NGO boards, which were summarised as 
follows - 

 to provide further support and enhancement in aspects of people 
leadership, strategic leadership and board management ; 

 to further deliberate on responding to communities and service 
development in meeting the ever-changing needs of service 
users; 
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 to explore more channels for service users and staff members to 
enhance communication and accommodation of views from 
various stakeholders; 

 to strengthen communication, flow of information and 
appropriate control and monitoring system to minimize cases of 
over or lack of control by the boards;  

 to exercise greater effort in promoting the recruitment of board 
members; 

 to ensure good induction system for board members and an 
appropriate recognition system, both at the agency and sector 
levels; and  

 to carry out further research on relevancy and implications of 
various modes of governance to NGOs in Hong Kong. 

 
The Research Team also gave their observations and advice on training 
programmes to NGO boards and their senior management staff as 
follows: 

 training programmes on strategic planning, risk management, 
and leadership were ranked as top priorities by respondents; and 

 training programmes planned for CEOs could be geared towards 
general management practice, while those for board members 
could put more emphasis on the concerns, requirements and 
practices in running non-profit organisations. 

 
4. Members gave their comments after the presentation from the 
Research Team, which were summarised as follows-   

 Mr NG Shui-lai commented that while acknowledging that the 
Survey was an exploratory study, readers might have the 
impression that conclusions were drawn without more in-depth 
analysis and understanding about the operation of NGOs.  He 
pointed out, for example, that the public might consider the 
overall response rate of 45.6% to be on the low side because 
this survey was more like a census covering the whole 
population of 184 NGOs.  He suggested the Research Team to 
consider elaborating that such a response rate was adequate in 
justifying the findings and recommendations.  Mrs Justina 
LEUNG pointed out that respondents serving more than one 
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NGO board might have chosen to give a single return, and such 
would distort the response rate. 

 In respect of the conclusion that the boards had an inclination to 
be “inward looking” rather than “outward looking”, Mrs Justina 
LEUNG commented that it should be interpreted with more 
supporting data.  She was of the opinion that many board 
members’ effort in fulfilling the organisation’s mission and 
vision might have been misinterpreted as assuming a 
conformity role and hence classified as “inward looking’.  
Similarly, Ms Christine FANG would like the Research Team to 
put in more explanation concerning the comment on “over and 
lack of control”, especially on the subject areas under 
discussion to avoid misinterpretation of the boards’ 
performance. 

 Concerning the findings that “Improvement of Client Results” 
being ranked the highest while “Service Quality at best possible 
level” the lowest, Ms Christine FANG considered them 
contradictory.  Members pointed out that the problem appeared 
to be caused by the translation of the questionnaire.  The 
meaning being conveyed was that there was still room for 
improvement in the process of service delivery. 

 In respect of the part on the boards’ perception of impacts of 
external changes, the Chairperson indicated that she was 
encouraged by the findings that the majority of respondents, i.e. 
over 76%, considered the impact towards service quality to be 
positive/very positive.  On the other hand, she was not at all 
surprised that the two areas of financial stability and staff 
morale were given a more negative impact assessment under the 
subventions reforms.  Compared with the old subvention 
system which was more stable yet rigid, Lump Sum Grant 
required more management ability in terms of both finances and 
human resources.  

 
5. Dr CHAN Kam-tong and Mr Alan SZE informed Members that 
the majority of the returns indicated that the respondents were serving 
only one board.  Concerning the response rate, Dr CHAN Kam-tong 
agreed that it would be desirable to have a higher response rate and 
therefore the Research Team had made efforts, with the support of SWD 



- 5 - 
 

v. homepage 

and the HKCSS through a briefing session, in promoting the response rate.  
Yet, he assured Members that the present response rate for a 
self-administered questionnaire survey was acceptable and satisfactory in 
the context of research methodology.  He further explained to Members 
that the 17 NGOs participated in the face-to-face in-depth interviews 
were selected with a view to covering a wider representation in terms of 
size, affiliation, major service types and involvement in services other 
than social welfare. 
 
6. Dr CHAN Kam-tong agreed that the study was only an 
exploratory study.  The conclusion concerning inward or outward 
looking only indicated an inclination and should not be construed as 
criticisms of the boards’ performance.  On the issue of control, Dr 
CHAN Kam-tong clarified that the CEOs would expect the board 
chairpersons to participate more in issues at policy level rather than 
day-to-day management.  The Chairperson agreed that we should not 
read too much into the observations of the boards’ hitherto performance 
as NGOs were all put into a straight jacket by the conventional 
subvention system in the past and a more compliance-oriented mindset 
was thus induced at no fault of the boards.  She would expect changes 
after the reform measures were gradually put in place and a new 
management and governance mindset emerged. 
 
7. Concerning the part on training needs, Dr CHAN Kam-tong 
pointed out that some NGOs preferred to be given resources for them to 
conduct agency specific training programmes than to attend training 
courses organised by the Department.  Members considered that both 
types of in-service training carried different objectives and were 
supplementary to each other.  
 
(Dr CHAN Kam-tong and his team left the meeting at this juncture.) 
 
8. Apart from the above discussion, some Members also pointed out 
that the language and presentation style of the Report could be improved 
to be more reader-friendly.  Moreover, Members suggested the 
Department to consider providing the sector a Chinese translation of the 
Executive Summary.   
 
9. The Chairperson thanked Members for their comments some of 
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which would be taken on board in subsequent sharing of the survey 
findings with the sector.  She however highlighted the principle that the 
Department should avoid interfering with the findings or observations.  
At the end of the day, it would be up to the Department to make the best 
use of the findings and to decide upon the follow-up regarding the 
recommendations in the report.  Members noted that the Department 
would receive the Report on the above basis. 
 
 
Matters Arising 
 
Reference Guide on Corporate Governance 
 
10. Members were informed that the final draft of the Reference 
Guide had considered the advice from the Department of Justice, and that 
the Chinese translation was under preparation.  The Department targeted 
to issue the Reference Guide in late June, and a Seminar would be 
organised as a follow-up for the sector to share their experience.  The 
Department would also consider inviting Dr CHAN Kam-tong to present 
the Research Report on that occasion.  Ms Christine FANG offered 
assistance from HKCSS in organising this Seminar, and the Help Centre 
would contact her in case of need. 
 
 
Taking up Public Office by Employees of Subvented NGOs 
 
11. The Chairperson informed that in February 2002 the Department 
had issued guidelines on this topic which had been endorsed by this 
Committee.  Members were also informed that despite a clear stance 
adopted by the Administration, the LegCo Panel on Constitutional Affairs 
(the Panel) was not satisfied that the guidelines were being issued for 
reference in the welfare sector, instead of for compliance.  They argued 
that the welfare NGOs should be required to comply with rules that 
would include deduction of pay, etc. for taking up public office with 
remuneration, along the lines of those adopted by the Hospital Authority 
or the UGC-funded institutions.  The Chairperson explained that in 
order to ascertain to what extent individual welfare NGOs have put in 
place similar guidelines, Department had undertaken to conduct a survey 
in June 2002 on the related practices amongst NGOs.  An announcement 
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concerning the survey had been issued out in March 2002.  Members 
generally endorsed the stance and approach adopted by the Department. 
 
12. Ms Christine FANG said that HKCSS had issued a letter to the 
Panel to support the stance of the Department, and HKCSS would assist 
in promoting good practices through discussions in meetings with agency 
heads and sharing of good practices. 
 
 
Salary Adjustment 
 
13. In response to enquiry from representatives of the Fight for Social 
Welfare Alliance (FSWA), the Chairperson advised that she believed 
FSWA would receive a direct reply from the Chairman of the Standing 
Commission on Civil Service Salaries and Conditions of Service as well 
as from the Civil Service Bureau.  Regarding the assumed 4.75% pay 
reduction mentioned in the 2002 Budget Speech, the Chairperson 
reported that she had mentioned in the notification letter to NGOs on the 
2002-03 subventions allocation and Tide-over Grant that such assumed 
adjustment had not been reflected in the allocation/grant, and necessary 
funding adjustments would have to be made accordingly if a civil service 
pay reduction were to be effected within 2002-03.  
 
14.  Mrs Grace CHAN enquired whether the salary reduction should 
apply to those contract staff whose salary had been delinked from the 
Master Pay Scale.  The Chairperson further explained that the reduction 
would be reflected in the personnel emolument portion of the subventions 
allocation, as a matter of price adjustment to the funding and it would be 
up to the NGO management to decide on whether a similar pay reduction 
had to be effected as long as the “no better than” principle was observed.  
In any case, she expected NGOs to be further briefed on the matter at a 
later stage. 
 
 
Longitudinal Study 
 
15. The Meeting noted that both FSWA and HKCSS had indicated an 
intention to plan for a survey on the impact of the subventions reform.  
However, in view of the heavy agenda, Members agreed to have the 
proposals discussed in the next meeting. 
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Training Programme for Chief Executive Officers and Senior Managers 
 
16. Mr FU Tsun-hung reported to Members that the Working Group 
on Training Programme for Chief Executive Officers (CEOs) and Senior 
Managers had convened two meetings in February and March 2002 to 
discuss the details.  Upon the advice of the Working Group, the Help 
Centre had conducted three focus group meetings, involving 18 NGOs of 
different sizes.  In general, the consensus was in favour of a tailor-made 
training programme to enhance the management capability of CEOs in 
NGOs under the context of subventions reform.  However, there were 
different expectations towards the course content, the training format and 
the course design.  After considering the view of the Working Group and 
also those from the focus groups, the Help Centre would draw up a 
protocol of the training programme for the Working Group’s deliberation 
in its third meeting in early June.  Members would be informed of the 
progress accordingly. 
 
 
2002-03 Tide-over Grant Requirement of NGOs Operating on Lump 
Sum Grant  
(LSGSC Paper 1/2002) 
 
17. Members were informed that 108 out of 150 NGOs operating 
under LSG system in 2002-03 required Tide-over Grant (TOG).  The 
total amount required was $234.5 million, which represented an increase 
of $112.6 million as compared with the TOG requirement of $121.9 
million in 2001-02.  
 
18. The Chairperson also took the opportunity to explain and 
highlight to Members several matters under TOG arrangement.  First, in 
projecting an NGO’s respective TOG requirement for the coming year, 
the Department adopted the updated staffing position as at September of 
the preceding year submitted by the NGO as the basis and assumed that 
all these staff would remain in the NGO’s employment throughout the 
year in question.  However, in practice, some Existing Staff would leave 
the NGO for one reason or the other and this would give rise to an excess 
of TOG.  For administrative simplicity and having regard to the fact that 
the amount of surplus TOG for individual NGO was likely to be modest, 
the Department had taken a conscious decision to effect no in-year 
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adjustment or claw back of the TOG in 2001-02.  Any surplus would be 
put in the NGO’s Reserve Account and be subject to the ceiling set at 
25% of the NGO’s total operating expenditure. 
 
19. Second, in calculating the TOG requirement for NGOs in 
2002-03, other than using the latest September 2001 updated staff list, the 
Department had adopted the same methodology, i.e., assuming no 
wastage in 2002-03.  The Department would review this methodology 
later in the year in projecting the 2003-04 TOG requirement to see 
whether there was a need to factor into the calculation of TOG 
requirements for subsequent years an assumed staff turnover rate to avoid 
making consecutive excessive allocations from the Lotteries Fund (LF).  
 
20. Lastly, the Financial Secretary had assumed in the 2002-03 
Budget Speech a 4.75% downward adjustment of civil service pay and 
subventions to NGOs on salary related expenses in the Medium Range 
Forecast for financial planning purposes.  In the same way that these 
assumed reductions had not been reflected in the subventions allocations 
for 2002-03, no such adjustments had been made in calculating the 
2002-03 TOG requirements.  If the Administration eventually decided to 
effect a reduction from a certain date, corresponding reductions would be 
made to the salary related expenses of the 2002-03 subventions and the 
amount of TOG for 2002-03 would likewise be adjusted.  
 
21. Concerning staff turnover, Members shared that the turnover rate 
in the first year upon LSG implementation was relatively high because of 
the vigorous re-engineering process that some NGOs were undertaking.  
The staff situation might settle down after the initial round of 
re-engineering.  The annualized turnover rate of 8.7% as quoted in the 
paper might not be a realistic estimate for coming years.  In factoring 
this assumed turnover rate, the Department should ensure that the NGOs 
would be provided with sufficient provision to meet the TOG 
requirements.  Mr NG Shui-lai, while agreeing that the arrangement as 
depicted in the paper was a generous approach, advised the Department 
not to cause misunderstanding amongst the sector when announcing the 
assumed turnover rate.  In response, the Chairperson assured that it was 
no more than an accounting and cash flow arrangement and would in no 
way affect the capability of NGOs to honour their contractual obligation 
to those Existing Staff. 
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22. Mr NG Man-sui pointed out that with the provision of TOG, 
NGOs might be capable to manage the increment of the Existing Staff.  
However, when the TOG period was over, the gap between the mid-point 
provision and the actual payroll of the Existing Staff would be much 
greater than that when the NGO joined LSG.  Such a situation would 
definitely pose a financial problem for some NGOs.  He said that some 
NGOs adopted a wait-and-see attitude, others might have over-reacted to 
the threat and thus chosen to unnecessarily adopt cost cutting measures 
that would damage staff morale. 
 
23. Mrs Grace CHAN pointed that the NGO sector was in fact facing 
a number of threats.  She cited the Community Chest’s intention to cut 
funding support as one of the examples that required the NGO 
management to plan for the future financial situation with more caution 
and consideration. 
 
24. The Chairperson explained that in the calculation of TOG 
requirement, Existing Staff’s turnover had not been and would not be 
taken into account in determining the NGO’s eligibility for TOG.  The 
8.7% wastage had in fact already generated a rather substantial savings in 
the Reserve Fund of the NGO sector.  This was fully reflected in the 
2000-01 Annual Financial Reports of the first batch of 95 NGOs 
switching to LSG on 1 January 2001.  She hoped that Members would 
feel more re-assured about the overall financial capability of NGOs 
fulfilling their contractual obligations to Existing Staff after the TOG 
period with the benefit of this financial analysis.  The Department was at 
the moment conducting some more detailed analysis.  She would be 
happy to share such analysis with Members when available.  To address 
staff side’s concern, the Department also intended to offer advice to 
NGOs for the purpose of their long-term financial planning. 
 
25. Mr NG Shui-lai expressed his appreciation towards the 
Department’s plan to advise NGOs on the long-term financial planning 
after analysing the Annual Financial Report of individual NGOs.  He, 
however, advised that the objective should be focused on ways to achieve 
best result under the LSG context and such should be shared amongst 
NGOs in training forums.  He also pointed out the possibility that some 
NGOs might need assistance after the TOG period.  In response, the 
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Chairperson said that the Department had reiterated in the consultation on 
LSG and as accepted by the Lotteries Fund Advisory Committee (LFAC) 
that NGOs might warrant exceptional assistance only if during the 
preceding TOG period, they had already made full effort in service 
re-engineering, they had been unable to obtain new services, they had 
little or no staff turnover, and they had accumulated little reserve. 
 
26. Mrs Grace CHAN shared that a responsible management should 
have taken into consideration the implication of the termination of TOG 
after five years’ time in their long-term financial planning.  Moreover, 
the long-term plan should be effectively communicated to the staff side to 
give them a sense of security.  Mr LEE Wing-wai added that many 
NGOs had put in Business Improvement Projects with a view to ensuring 
a healthy financial status after the TOG period. 
 
27. Mr NG Man-sui enquired on what the Department would do if 
the Existing Staff of some NGOs could not get their protection as other 
counterparts because the employing NGO refused to receive TOG, which 
was funded by LF.  In response, the Chairperson said that the 
Department would investigate into every case involving malpractice.  
However, she pointed out that there would be little room for the 
Department to intervene if the management and the staff had entered into 
a mutually agreed arrangement after taking into full consideration of the 
long term development of the NGO.  
 
 
Progress Report on Business Improvement Project Applications 
(LSGSC Paper 2/2002) 
 
28. The Chairperson briefed Members that the Department had 
received a total of 35 applications involving 62 NGOs.  Up to the 
moment, four applications had been approved of LF at a total amount of 
$5.1 million.  The other applications were under active processing by 
the Help Centre and the Information Systems and Technology Branch 
(ISTB) respectively.  There were five applications to be vetted in this 
meeting.  The Chairperson also consulted Members over some general 
principles in handling future Business Improvement Project (BIP) 
applications. 
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29. The Department was of the opinion that general staff training 
aiming at enhancing management skill and capabilities should not be 
supported under the context of BIP for the following reasons - 

(a) Such agency-specific training to prepare for changes 
arising from the welfare reforms and the agency’s business 
improvement should form part and parcel of the agency’s 
HRM functions and commitments.  NGOs should be 
encouraged to utilize their own resources for the purpose 
by reprioritising their training programmes as needed. 

(b) There are currently other funding sources for supporting 
training of social workers, e.g. the Social Work Training 
Fund, which might be tapped to support continuous 
learning pursued by individual staff concerned or training 
programmes held by NGOs for social work staff; and 

(c) HKCSS was separately receiving LF for providing courses 
on professional development and IT training for NGO 
staff. 

 
Members agreed that such an arrangement could be accepted as a general 
principle, while the Chairperson recognised that there might be marginal 
cases such as BIP-specific training and such should be assessed on 
individual merits. 
 
30. After examining the details of the applications, of which some 
were joint application from a number of NGOs, the Chairperson saw the 
need to reconsider the previous rule for setting $4 million as the ceiling 
for supporting individual BIP project.  She was of the opinion that it 
would be more reasonable to set $4 million as the ceiling for individual 
NGO, regardless of the number of applications that it put forth for LF 
support, on an agency-specific or joint basis.  Members agreed to the 
suggestion and advised the Department to keep a record of LF granted to 
individual NGOs for BIP purpose to ensure that the rule was being 
observed. 
 
31. Mrs Grace CHAN expressed her concern that the BIPs should be 
implemented as early as possible.  She wished the Department to 
process the applications more expediently.  She was assured that all 
applications were being processed actively by ISTB and the Help Centre. 
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Business Improvement Project Applications 
 
32. Members had deliberated five BIP applications, and their 
recommendation would be forwarded to the Lotteries Fund Advisory 
Committee (LFAC) for consideration as appropriate. 
 
 
Other issues related to BIP 
 
33. Mr NG Shui-lai enquired about the time frame for completing the 
BIP applications as reported in the Progress Report.  The Chairperson 
informed him that the Department targeted to put all the non-IT led BIP 
applications in need of this Committee’s endorsement for deliberation in 
the 8th LSGSC Meeting.  The Chairperson also clarified that the 
Department might consider inviting the 2nd batch of applications in 
August/September 2002. 
 
 
Any Other Business 
 
34. Mr NG Yut-ming enquired about the progress on the 
Department’s investigation into the compliant against the Salvation Army, 
and the Hong Kong Women Foundation Ltd.  As both cases were 
referred to this Committee for attention, Mr NG Yut-ming would like the 
Committee to examine the case and make a decision on whether a hearing 
by Members should be conducted. 
 
35. The Chairperson was of the view that the Department should 
conduct investigation to confirm whether the complaint case fell within 
the jurisdiction of this Committee and a report would be presented for 
Members’ consideration once investigation was completed. 
 
36. Mr NG Yut-ming also enquired about the time frame for 
completion of these complaint cases.  The Meeting was advised that the 
Salvation Army case, which was referred to the Department on 17 April 
2002, was nearing completion and Members would be given a report on 
the investigation by the next meeting.  For the complaint against the 
Hong Kong Women Foundation Ltd, the case was just known to the 
Department on 24 April 2002, and investigation was in progress. 
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37. Members in general agreed with the approach that the 
Department should conduct initial investigation and report to this 
Committee, which would decide upon the need to conduct hearing under 
its complaint mechanism. 
 
 
Date of Next Meeting 
 
38. The next meeting was scheduled on 6 June 2002 at 9:30 am. 
 
 
 
 
 
 


