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Opening Remarks 

 
  The Chairman welcomed Mr Kok Che-leung, Mr David Ng and 
Mr Daniel Wong, who attended the meeting for the first time. 
 
Confirmation of Minutes of Last Meeting 
 
2.  Members confirmed the minutes of the 34th meeting after accepting one 
amendment to line 2 in paragraph 65: “NGOs would take a prudent stance…” being 
revised to read “some NGOs would take a prudent stance…” 
 
Matters Arising 
 
Lump Sum Grant Manual (May 2012) (paras. 3 - 5) 
 
3.  Mr Philip Tang briefed Members that SWD had updated the Lump Sum 
Grant (LSG) Manual in line with the five dimensions as endorsed by Members at 
the 30th LSGSC meeting held on 5 January 2010, i.e. - 
 

(a) to incorporate subvention policies and rules presently stipulated in the LSG 
Circulars; 

(b) to incorporate subvention policies, rules and requirements that were 
promulgated after the implementation of the LSG Subvention System in 
2001 and currently stipulated in separate allocation or notification letters; 

(c) to include such requirements as recommended by the Lump Sum Grant 
Independent Review Committee (LSGIRC) and accepted by the 
Administration; 

(d) to remove the outdated subvention policies and rules which were no longer 
valid; and 

(e) to modify the layout of the Manual so that only subvention policies, rules 
and requirements in force would be contained in the main text of the Manual.  
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Background information and former policies which were still useful 
references for some NGOs would be converted into appendices. 

 
4.  Both the English and Chinese versions of the LSG Manual (May 2012) 
could be downloaded from the website of SWD.  This version was meant to be the 
first step to incorporate LSG Circulars and subvention policies that had been 
promulgated for quite some time, as well as relevant recommendations of the 
LSGIRC, etc.  The Preamble as set out in the LSG Manual (Edition 2), together 
with other necessary amendments that might require further consolidation or 
consultations, was yet to be updated.  As recommended by the LSGIRC, the LSG 
Manual would be updated on an on-going basis. 
 
5.  In response to Ms Christine Fang’s enquiry, the Chairman said that the 
Preamble would be handled separately at a later stage.   
 
Actuarial Study (paras. 9-11) 
 
6.  Mr Daniel Wong reported that SWD had invited quotations in May 2012 
with a view to commissioning a suitable consultant to commence the study on a 
large non-governmental organisation (NGO) with annual subventions of over $23 
million in 2012-13.  Upon SWD’s completion of the vetting of the quotations 
according to our quotation assessment criteria as laid down in the ‘Invitation to 
Quotation’ document, SWD awarded the contract to a consultancy firm, and 
conducted the kick-off meeting with the consultancy firm and the participating 
NGO in September 2012.  Based on the experience from the first round pilot 
actuarial study, SWD estimated that this round might take at least twelve months to 
complete. 
 
7.  In line with the practice with the first round study, SWD would not 
disclose the name of the participating NGO until the announcement of the final 
report, lest the NGO would be put under unnecessary pressure.  However, SWD 
would keep Members informed of the progress of the study. 
 
Report on the Progress of the Social Welfare Development Fund (SWDF) 
(Paper LSGSC 1/2012) 
 
8.  Mr David Ng reported that in the Phase 1 implementation of SWDF from 
2010-11 to 2012-13, $262.9 million were granted to 150 NGOs to implement the 
approved projects in three scopes as follows - 
 

Scope Approved Funds % 
Scope A – Training and professional 
development programmes 

$143.7M 54.7% 

Scope B – System Upgrading Project $11.3M 4.3% 
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(non-Information Technology (IT)) 
Scope B – System Upgrading Project (IT) $79.5M 30.2% 
Scope C – Studies $28.4M 10.8% 

Total: $262.9M 100.0% 
 
9.  For the year 2010-11, a total of 11 000 attendants benefited from the 
training and professional development programmes as at 31 March 2011.  Among 
the beneficiaries, social work staff and non-social work staff accounted for 33% 
and 66% respectively, with the remaining 1% being NGOs’ board members. 
 
10.  From February to September 2012, SWD conducted a review of the 
Phase 1 implementation by seeking views from 61 NGOs through meetings and 
visits.  NGOs’ feedbacks on Phase 1 of SWDF were generally positive.  NGOs 
considered that SWDF had provided them with more training opportunities, in 
particular the long-term professional courses and training programmes outside 
Hong Kong.  Besides, they shared that the business system upgrading projects had 
enhanced their management capacity and the studies were able to give insights for 
improving their overall service delivery. 
 
11.  Taking into consideration NGOs’ suggestions, SWD proposed the 
following enhancement measures regarding the implementation of Phase 2 of 
SWDF - 
 

(a) NGOs would be allowed to include non-subvented service staff in training 
programmes when there were no additional cost implications; 

 
(b) provision of administrative support would be included in all projects, with the 

maximum amount set at 5% of the NGO’s funding cap for the phase or 
$500,000, whichever was the less.  NGOs might indicate the amount of 
administrative support that they applied for in their funding applications; 

 
(c) virement of funds among the IT and non-IT projects would be allowed, 

provided that (i) virement of funds from one project to another should not 
create any adverse impact on the first project; (ii) virement of funds to IT 
projects should have the prior consent from SWD to ensure that the IT 
solutions under the revised budget remained cost-effective and viable to serve 
the purposes as approved; 

 
(d) SWD would promote the sharing of information on NGOs’ approved projects 

through sharing sessions or an e-platform, etc., in which NGOs might be 
invited to share their experience in project planning and management; and 

 
(e) SWD would streamline the vetting of IT applications by reviewing and 

fine-tuning the IT projects application form. 
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12.  Mr Lai Wing-hoi said that as there was a lead time between NGOs’ 
submission of applications and the approval of funding allocation, the actual project 
span was always shorter than three years.  He suggested that the projects under 
SWDF be allowed to implement up to three years so that NGOs could have ample 
time to implement the approved projects. 
 
13.  Hon Cheung Kwok-che and Mr Cheung Chi-wai would like to have a list 
of study topics and training programmes of Phase 1 for reference. 
 
14.  Ms Sania Yau appreciated that SWD had taken into consideration NGOs’ 
feedback and enhanced the implementation of Phase 2 by allowing more flexibility 
and streamlining the application process for IT projects. 
 
15.  Ms Chang Siu-wah appreciated the provision of administrative support in 
SWDF.  She hoped that flexibility be allowed to vary the project objectives and 
the number of participating NGOs in joint projects in the course of project 
implementation. 
 
16.  While Mr Cheung Chi-wai had concerns on whether the IT system 
upgrading could meet the changing needs and catch up with the IT development, 
Mr Nelson Yip considered that the upgrading of IT systems should go hand-in-hand 
with staff training and development in order to ensure staff’s preparedness and full 
utilisation of the IT systems. 
 
17.  Mr David Ng said that SWD would consider allowing NGOs to extend the 
project implementation to a maximum of three years in Phase 2.  SWD would also 
provide a list of the studies and training programmes conducted by NGOs in 
Phase 1 through the e-platform.  For IT projects, the Information Systems and 
Technology Branch of SWD would give support and advice to NGOs to ensure that 
the IT systems were sustainable.  SWD would also give advice to NGOs on the 
preparation of proposals on training programmes to allow room for approved topics 
to be changed within the same scope if it was found justified subsequently. 
 
18.  The Chairman said that SWD had approved individual projects to be 
extended beyond Phase 1, and SWD would allow projects in Phase 2 to have a 
project span of a maximum of three years.  An e-platform or other channels would 
be set up for NGOs to share information on SWDF projects.  He explained that the 
provision of administrative support was capped at 5% with a view to allowing 
sufficient resources for NGOs to implement projects in training, business system 
upgrade and studies. 
 
19.  Dr Lam Ching-choi observed that the SWDF did not approve funding for 
NGOs to implement the Client Information System (CIS), and he expected that 
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NGOs would require a database system to handle the community services for elders.  
If the Review on IT Strategy for the Social Welfare Sector could not take CIS 
forward, he could foresee that NGOs might have to develop their own CIS to avoid 
stifling the development of community care services in the sector. 
 
20.  Ms Christine Fang considered that linking up the CIS of SWD and NGOs 
was costly and should be pursued separately outside the scope of the present 
discussion.  She appreciated that SWD had conducted a critical review on the 
implementation of Phase 1 and would like to suggest some relaxation with regard 
to the procurement procedures.  She hoped that SWD would set up a list of 
consultancy firms or suppliers for the sector’s reference and review the number of 
quotations required as laid down in the Lotteries Fund Manual (LFM).  She also 
suggested shortening the 3-year requirement for staff to undertake to serve in the 
same NGO after completion of long-term courses. 
 
21.  Mr Lai Wing-hoi supported the relaxation in the undertaking requirement 
on the basis of NGOs’ corporate governance in staff retention policy.  
Mr David Ng clarified that the 3-year requirement was just an illustration for 
NGOs’ reference and SWD did not intend to set any rule.  NGOs were only 
required to have a staff retention policy relating to the completion of long-term 
courses under this Fund. 
 
22.  Mr Philip Tang said that while NGOs should meet the procurement 
requirements for open tenders, they might obtain quotations for less costly items, 
i.e. at least two written quotations for procurement of services exceeding $20,000 
and not exceeding $50,000, and five written quotations for procurement of services 
exceeding $50,000 and not exceeding $500,000, etc.  As long as these were 
complied with and no result was obtained, NGOs might invoke an exceptional 
authority to relax these requirements provided that their boards had given approval 
after thorough discussion and with the justifications properly documented on each 
occasion (Section 6.3 of the latest LFM). 
 
23.  Mrs Julie Lee welcomed SWD’s idea of inviting NGOs to share their 
experience in project planning and management.  It would promote a sharing 
culture and enhance the cost effectiveness of the projects under SWDF. 
 
24.  Mr Chan Bing-woon opined that training social workers to take up 
non-social work duties such as tendering and IT procurement might not be an 
efficient and effective way to enhance the management capacity of NGOs.  For 
better corporate governance, NGOs’ governing boards might appoint independent 
non-executive directors (INED) of various professional backgrounds such as IT, 
legal or procurement backgrounds, etc. to achieve checks and balances and risk 
management.  He added that a list of candidates for such appointment was 
available on the website of the Institute of Directors. 
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25.  Miss Marie So enquired about the monitoring mechanism on the quality of 
individual training courses for which 50% or more of their approved sums in Phase 
1 had been spent. 
 
26.  Mr Kok Che-leung expected that the implementation of Phase 2 projects 
could be further improved through NGOs’ sharing of experience in project 
planning and management. 
 
27.  The Chairman said that the information shared by NGOs would address 
Miss Marie So’s concern on the effectiveness and the quality of training 
programmes.  While SWD would obtain individual NGOs’ consent for sharing of 
information on their projects in Phase 1, there would be a requirement in Phase 2 
for NGOs to share their project information through briefing sessions, e-platform, 
etc.  Regarding the CIS, the Chairman informed Members that while CIS had been 
in operation in SWD since June 2010, CIS for the social welfare sector would be 
subject to the outcome of the Review on IT Strategy for the Social Welfare Sector, 
which was targeted for completion in December 2012.  It should be handled 
separately other than SWDF. 
 
28.  Professor Andrew Chan suggested that NGOs should explore 
commonalities for developing a CIS platform for the sake of effectiveness and 
efficiency. 
 
29.  Dr Lam Ching-choi stated that he earnestly hoped to see a CIS for 
non-SWD clients being set up earlier to meet service needs. 
 
30.  The Chairman thanked Members for their valuable advice and SWD 
would proceed to seek funding endorsement for Phase 2 at the coming Lotteries 
Fund Advisory Committee meeting. 
 
Report on the Progress of the Consultancy Study for the Production of the 
Best Practice Manual (BPM) (Paper LSGSC 2/2012) 
 
31.  The Chairman welcomed Dr Ho Kit-wan, Consultant from The 
Polytechnic University, to join the meeting.  He also thanked the members of the 
Project Steering Committee (PSC), namely Mr Cheung Chi-wai, Ms Christine Fang, 
Mrs Julie Lee and Mr Nelson Yip, for their dedication with the task. 
 
32.  Mr David Ng took Members through the paper and the annexes 
highlighting the views of the PSC on the Consultant’s proposed framework for the 
BPM.  He reported that the PSC members in general agreed on the Consultant’s 
proposed criteria and expected that the BPM would provide the directions for 
NGOs on how to achieve the good practices.  He invited Members to give their 
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views on the revised recommendations with regard to Level One and Level Two 
guidelines which were summed up in Annex III to the paper. 
 
33.  The Chairman said that SWD had yet to make any decision on the Level 
One and Level Two guidelines.  Subject to Members’ views on the revised 
recommendations, SWD together with the Consultant would further revise the 
recommendations and consult the sector from December 2012 to January 2013.  
Taking on board the sector’s views, the Consultant would prepare the draft BPM 
after which SWD would submit the draft BPM to Members for consideration. 
 
Approaches and Principles 
 
34.  In response to Mr Kent Lam’s enquiry, Dr Ho Kit-wan highlighted the 
difference between Level One guidelines, which NGOs were expected to follow 
unless there were strong justifications not to do so, and Level Two guidelines, 
which NGOs were encouraged to adopt. 
 
35.  Ms Sania Yau considered that there should be a general agreement from 
the sector on the criteria to decide between Level One and Level Two guidelines. 
 
36.  Ms Christine Fang suggested adding “service users’ views” and “within 
the LSG framework” as another two criteria to determine the Level One guidelines.  
As NGOs should have autonomy within the LSG framework as set out in the 
Preamble of the LSG Manual, strategies having obvious input control should be 
excluded. 
 
37.  Mr Cheung Chi-wai considered that the LSGIRC had recommended the 
development of BPM in order to address those controversial management issues on 
which reaching a consensus was difficult.  He suggested looking into the issues, 
finding out why there was no consensus and trying to solve the problems instead of 
putting them aside. 
 
38.  The Chairman stated that LSGIRC, while affirming that the principles of 
the Lump Sum Grant Subvention System (LSGSS) was sound and the system was 
worth retaining, nevertheless recommended the development of the BPM to address 
various management issues and to improve the subvention system.  Hence an 
all-or-none approach was not advisable when considering the recommended 
guidelines.  Adequate communication and engagement with the sector would be a 
pre-requisite to reach consensus for the smooth development of the BPM.  Phased 
implementation of various Level One and Level Two guidelines according to the 
degree of consensus among the sector would be a more feasible approach. 
 
(Mr Charles Yang left the meeting at 3:45 p.m.) 
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39.  Hon Cheung Kwok-che anticipated that some guidelines might need some 
time to evolve into Level One guidelines and thus could be classified as “Level 
One-and-a-half”, in order to indicate the intention to upgrade them to Level One 
whenever conditions might permit. 
 
40.  The Chairman said that SWD and the Consultant had been tasked to 
recommend strategies within the scope of the BPM, namely (a) financial 
management; (b) human resource management; and (c) corporate governance and 
accountability.  NGOs, with their own characteristics and history of development, 
might approach the recommendations with practicability and responded to the 
recommendations differently.  As such, items with higher degree of consensus 
would be handled first. 
 
41.  Mrs Julie Lee considered that upholding the two core principles of 
transparency and accountability would help reaching a consensus so as to improve 
the LSGSS.  There was no need to make all guidelines as Level One. 
 
42.  Ms Chang Siu-wah commented that the NGOs had opted for LSGSS for 
its flexibility and autonomy.  Along this LSG spirit, any input control implied in 
the Level One guidelines should be kept to a minimum, and the Level One 
guidelines should be feasible and enforceable for all NGOs. 
 
43.  Ms Christine Fang reiterated her view that not all the requirements were 
necessarily be classified as Level One.  Level Two guidelines also served the 
purpose to improve the subvention system and NGOs’ corporate governance.  She 
disagreed that all Level Two guidelines would eventually become Level One 
guidelines and there should not be any “Level One-and-a-half” guidelines. 
 
44.  The Chairman considered that all recommendations on Level One and 
Level Two guidelines aimed to make the best out of the context of LSGSS.  
“Level One-and-a-half” was only one of the ways to illustrate that some guidelines 
at the present stage might eventually become Level One guidelines when the sector 
was ready. 
 
45.  Mr Kent Lam considered that the Level One and Level Two guidelines 
would have an impact on both the management and frontline staff of NGOs.  Both 
the management and the staff should be helped to see their obligations in 
implementing the guidelines.  It should be enforced not by sanctions but a 
commitment to supporting every member of the sector to fulfill the requirements.  
The Chairman highlighted that while NGOs should commit to implementing the 
Level One guidelines, there was no intent to acquire uniformity among NGOs of 
different backgrounds.  Therefore a process of deliberation and preparation would 
be required. 
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46.  Dr Lam Ching-choi considered that while setting out a high standard of 
practice for NGOs to progress stepwise, SWD should leave to the NGO 
management and the sector to strive for Level One instead of imposing any 
sanction against non-compliance.  He considered that board members of NGOs 
were aware of their accountability to the public, while NGOs were closely 
monitored by service users and the mass media.  If the sanctions were too harsh, 
some NGOs might eventually consider surrendering their subventions and services.  
Adopting an all-or-none approach would make consultation difficult. 
 
47.  Mr Yu Chi-ming said that more requirements should be included in the 
Level One guidelines from the staff’s point of view though he understood that the 
NGO management might have worries about this. 
 
48.  The Chairman appreciated Members’ views on the general principles in 
determining Level One and Level Two guidelines.  The discussion facilitated 
Members to gain more understanding on the background before proceeding to 
discussing individual items on financial management, human resource management, 
and corporate governance and accountability. 
 
49.  Mr Cheung Chi-wai would like SWD to spell out the sanctions for 
non-compliance on Level One guidelines.  Ms Chang Siu-wah expected that the 
sanctions would likely be in line with the existing monitoring mechanisms in case 
NGOs failed to comply with the Level One guidelines. 
 
50.  The Chairman acknowledged the uniqueness of respective NGOs and the 
sector should aim to find a way out based on mutual understanding and trust.  He 
looked forward to NGOs’ commitment to complying with the Level One 
requirements in due course. 
 
(Dr Chan Kam-tong joined the meeting and Hon Cheung Kok-che left the meeting 
at 4:05 p.m.) 
 
51.  In response to Dr Lam Ching-choi’s enquiries, the Chairman said that 
Annex III to the paper served as a summary of the strategies on which PSC 
members had consensus and it would be a basis for conducting consultations with 
the sector, subject to Members’ advice.  The views of PSC members as laid down 
in Annex II would provide more background information for the forthcoming 
discussions.  The Chairman invited independent members who might have more 
input on Annex II to take the discussion forward at a later stage. 
 
Financial Management 
 
52.  Mr. David Ng took Members through the items under “Financial 
Management”.  With regard to the Level One guidelines, Ms Christine Fang had 
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no further views except to advocate for more clear delineation on the use of 
reserves in a gainful and effective way (Items 1.1.1 and 1.1.2 in Annex III). 
 
53.  Ms Teresa Au considered that the BPM was similar to an operational 
manual in the private sector.  All the five aspects with regard to financial 
management (Items 1.1.1 – 3 and 1.2.1 – 2 in Annex III) were considered general 
with built-in flexibility and could be accepted by both small and large NGOs easily, 
and it would even be better if they could be supplemented with examples. 
 
Human Resource Management 
 
54.  Mr. David Ng took Members through the items under Human Resource 
Management.  For the item on “Remuneration” (Item 2.1.1 of Annex III), Ms 
Sania Yau said that it was unclear to whom the human resource policies should be 
fair and accountable.  She considered that removing the cap on salary at mid-point 
was a resource issue.  Since over 80% of the operating expense was spent on 
remuneration, NGOs had difficulties in committing to removing the cap on salary 
at midpoint.  She recommended classifying this guideline at Level Two unless 
there would be additional funding.  Ms Chang Siu-wah said that she would 
support “salary not capped at mid-point” to be a Level One guideline only if there 
would be an increase in subventions. 
 
55.  Ms Christine Fang perceived that the different remuneration packages for 
snapshot and non-snapshot staff were unfair human resource policies because their 
working experience and salaries were not recognised on the same basis. 
 
56.  Mr Lai Wing-hoi remarked that “mid-point salary” was a concept adopted 
for calculation of subventions.  It was expected that NGOs should have developed 
their own pay scale according to their human resource policies and their pay scales 
should have been de-linked from those of civil servants. 
 
57.  Mrs Julie Lee pointed out that NGOs should remove the cap on salary at 
mid-point only if funds were available and long-term sustainability of service be 
ensured.  It did not necessarily mean that NGOs always had to turn to the 
Administration for additional subventions. 
 
58.  Mr Cheung Chi-wai stressed that “removing the cap on salary at 
midpoint” should be made a Level One requirement.  Since the aim of BPM was 
to identify NGOs’ good practices, and if some NGOs could remove the cap on 
salary at mid-point, this good practice should be put into the BPM for other NGOs 
to follow irrespective of the possible resource implications. 
 
59.  Mr Lai Wing-hoi responded that it was difficult to assume that all NGOs 
could follow the best practices adopted by one or some NGOs.  Practices which 
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could not be widely adopted should not be classified as Level One. 
 
60.  Mr Yu Chi-ming insisted that this requirement should be classified as 
Level One.  He suggested that NGOs might appeal for additional resources or a 
change in the calculation of the subvention baseline if necessary. 
 
61.  Ms Christine Fang considered that if the requirement for a fair pay policy 
for snapshot and non-snapshot staff was adopted as a Level One guideline, NGOs 
would encounter financial difficulties eventually if they paid non-snapshot staff 
above the mid-point as what they had paid for snapshot staff, since the calculation 
of the subvention was based on the mid-point salaries of the notional establishment. 
 
62.  The Chairman drew Members’ attention to the fact that SWD had 
provided a considerable amount of additional resources as facilitating measures for 
NGOs over the years since the implementation of the LSGSS, which included, 
among other things, the Tide-over Grant, Special One-off Grant and One-off 
Subsidy.  Should individual NGOs face any financial difficulties, they could 
always approach SWD.  There would be across-the-board implications and moral 
hazard if the Administration provided a blanket guarantee of financial provision to 
NGOs which were given autonomy and flexibility in managing their own resources. 
 
63.  Professor Andrew Chan said that production of the BPM was one of the 
recommendations made by LSGIRC.  Discussion on the BPM should not be 
swerved to a review of the level of subventions at mid-point, which would not be 
appropriate in this context.  He considered that this aspect (Item 2.1.1) should not 
be classified as a Level One guideline.  Ms Christine Fang suggested classifying 
this guideline as Level Two. 
 
64.  Mr Chan Bing-woon considered that NGOs should resolve this issue as 
long as they wanted to sustain their meaningful services with the existing resources. 
 
65.  Mr David Ng invited Members to give views on whether the salary 
adjustment should or should not be performance-linked as stated in Item 2.1.2 of 
Annex III.  Ms Christine Fang commented that a number of NGOs had already 
merged the salary adjustment and staff performance review into one exercise 
according to their human resource policies, and NGOs should respect the 
contractual commitment to staff. 
 
66.  Dr Lam Ching-choi supported Ms Christine Fang’s view in this regard.  
He agreed that the civil service pay adjustment should be used for paying staff 
salary, yet restricting NGOs’ autonomy to adjust pay according to staff 
performance would be an example of micro-management and might affect quality 
of service eventually. 
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67.  Mr Yu Chi-ming clarified that the staff side had no objection to 
performance-linked salary but they advocated that the inflation-induced adjustment 
should be emphasised. 
 
68.  The Chairman pointed out that SWD as a funder had adjusted the personal 
emolument of LSG by making reference to the civil service pay adjustment.  
NGOs should fully use the additional funding for salary adjustment and should 
decide how to achieve this irrespective of whether the adjustment was 
performance-linked or inflation-induced. 
 
69.  Mr Cheung Chi-wai perceived that inflation-induced adjustment should be 
covered by the civil service pay adjustment while performance-linked adjustment 
should be funded by LSG.  Back-pay to staff should also be administered. 
 
70.  Ms Teresa Au shared her experience in the private sector that salary 
adjustment for the cost of living and performance reward was pooled together to 
allow the management flexibility to recognise good performance of staff.  Staff 
with average performance would only have inflation-equivalent salary adjustment, 
while staff with above-standard performance would be rewarded a higher rate.  
Mr Cheung Chi-wai did not agree that NGOs in the welfare sector should follow 
the commercial approach. 
 
71.  Miss Christine Fang supplemented that NGOs currently used both the 
additional funding for civil service pay adjustment and subventions to implement 
the performance-linked as well as the inflation-induced adjustment in one exercise.  
Restricting the use of the additional funding arising from the civil service pay 
adjustment to non-performance linked adjustment in staff salary would cause 
confusion in NGOs. 
 
72.  The Chairman suggested that this issue be further discussed during the 
consultations with the sector. 
 
Corporate Governance and Accountability 
 
73.  Mr David Ng reported that PSC members had dissenting views on items 
relating to corporate governance, i.e. Items under 3.1 and 3.2 in Annex III, although 
they unanimously agreed to classify the guidelines on “complaints handling” in 
Items 3.3 as Level One. 
 
74.  Regarding the dissenting views on what might constitute “important 
management issues”, the Chairman said that it would be more concrete to discuss 
specific management issues (e.g. any change on the salary structure) instead of 
general important management issues.  In response, Mr Kent Lam observed that 
the issues or examples highlighted in Item 3.2.2 were not clear enough to be 
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classified as Level One.  In addition, some services were policy-driven and 
difficult to reach consensus.  He suggested classifying this aspect as Level Two. 
 
75.  For the “Term of Office” under Item 3.1.2 and “Board capacity” under 
Item 3.1.3, Ms Christine Fang stressed that there was no “one-size-fits-all” model 
and therefore these should be classified as Level Two guidelines.  A number of 
NGOs were bound by ordinances and their memoranda and articles.  It was also 
difficult for some NGOs to develop strategies to enhance the support and 
development of board members who were mostly volunteers.  Ms Sania Yau 
agreed to Ms Christine Fang’s views. 
 
76.  Dr Lam Ching-choi suggested that this issue be resolved by adopting the 
concept of a “healthy turnover” and including the appropriate exceptions. 
 
77.  Mrs Julie Lee would like to see “Board Capacity” be classified as Level 
One from the perspective of a service user.  She believed that NGO boards would 
make better decisions if their members had better understanding of the service 
needs through communications with service users and other stakeholders. 
 
78.  Mr Chan Bing-woon considered that board members should have the 
obligation to understand their NGOs better before giving advice on policies and 
directions; or they should better not accept the appointment.  He and Mr Nelson 
Yip regarded sound corporate governance as a global trend and should be on Level 
One as a major direction to pursue. 
 
(Mr Nelson Yip left the meeting at 5:00 p.m.) 
 
79.  Ms Sania Yau and Ms Chang Siu-wah considered that corporate 
governance could be enhanced continuously even if the strategies were put under 
Level Two given the diverse constitutional backgrounds of NGOs.  The strategies 
advocated were more than the principles required; especially when many NGOs, 
besides LSG, had other sources of funding to account for. 
 
80.  Mr Cheung Chi-wai echoed Mrs Julie Lee’s view, that engagement of staff 
and service users and collection of their views were important.  In addition, 
enhancing transparency and accountability in the management process was 
essential and the related guidelines should be classified as Level One. 
 
81.  In response, Dr Ho Kit-wan recapped that “Communication” (Item 3.1.1) 
and “Board Capacity” (Item 3.1.3) were intended to be Level One guidelines while 
“Term of Office” (Item 3.1.2) could be classified as Level Two guidelines. 
 
82.  The Chairman agreed with Members that corporate governance was very 
important and should be further enhanced in every effort.  Taking into 
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consideration the characteristics of different NGOs, it would be expedient that 
some guidelines be put on Level Two as a first step, so that the sector could have 
more time to address the complexity of corporate governance with a view to 
turning them into Level One guidelines.  Conversely, with appropriate 
modification on their delineation and presentation, some guidelines on Level Two 
might stand a good chance for being classified as Level One.  He advised that on 
the basis of the discussion at this meeting, SWD and the Consultant would revise 
the recommendations for Level One and Level Two guidelines and consult the 
sector and Members again. 
 
Any Other Business 
 
83.  The Chairman informed Members that the current 2-year term would 
expire on 21 April 2013 and thanked each of them for their contributions.  Given 
the 6-year rule, there might be a need for some changes in membership.  The 
Secretariat would follow up with individual Members on the logistics of their 
re-appointments nearer the time. 
 
Date of Next Meeting 
 
84.  There being no other business, the meeting ended at 5:15 p.m.  The 
Secretariat would fix a date for the next meeting in due course. 
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