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-  2  - 

Mrs Helen Kwok, Chief Social Work Officer (Strategic Planning), SWD (for 
agenda 3 – Allocation of Welfare Service Projects through Invitation of 
Proposals) 

Ms Brenda Lau, Senior Social Work Officer (Subventions), SWD (for agenda 4 – 
Monitoring of Remunerations of Senior Executives in Subvented Bodies) 

Ms Mabel Siu, Social Work Officer (Subventions), SWD 
 
Absent with Apologies 
 
Ms Teresa Au 
Ms Christine Fang, BBS, JP 
Mr Tony Tse 
 
 
Opening Remarks 
 
The Chairman welcomed Ms Peggy Siu, Mrs Helen Kwok and Ms Brenda Lau 

for joining the meeting.  He informed that Ms Teresa Au, Ms Christine Fang and 
Mr Tony Tse were out of town and could not attend the meeting.  Before the 
meeting, Ms Christine Fang had sent to the Secretary her views towards 
“Allocation of welfare service projects through Invitation of Proposals” and 
“Implementing the Government guidelines on the monitoring of remunerations of 
senior executives in subvented bodies”.  The Secretariat had tabled Ms Fang’s 
views at the meeting.   
 
 
Confirmation of Minutes of Last Meeting 
 
2. Members confirmed the minutes for the 29th meeting with no 
amendment. 
 
 
Matters Arising 
 
Service Performance Monitoring (para 5) 
 

3. Ms Lily Ng reported that as a follow-up action to SWD’s letter to NGOs 
dated 21.9.2009 on the arrangements of Review Visit (RV), Surprise Visit (SV) 
and stepped-up effort in collecting service users’ feedback, SWD had uploaded 
frequently asked questions (FAQs) onto the “NGO Corner” in SWD website at 
the end of December 2009.  The FAQs from NGOs covered the sampling and 
selection principles, scope and method of assessment and also the arrangement to 
be made in handling different kinds of unforeseeable circumstances, e.g. unable 
to meet service users during the surprise visit.  Ms Ng added that RV and SV for 
the three-year monitoring cycle, i.e. from 2009-2010 to 2011-12, had commenced 
in mid-November 2009.     
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4. Hon Cheung Kwok-che suggested SWD to conduct a review on the SV 
arrangements after a short implementation period, especially on whether 
checking documents should be included in the SV.  Hon Cheung opined that the 
SV should focus on service delivery.  Focusing on document checking would 
exert undue pressure to the frontline staff.    
 
5. Mr Cheung Chi-wai echoed Hon Cheung Kwok-che’s view.  He shared 
that under the existing RV practice, NGOs spent quite some time in reviewing 
their own documents thoroughly and it consumed sizeable manpower of NGOs.  
If SWD conducted SV in the same format, he worried that the work pressure of 
frontline staff would be further increased. 
 
6. Ms Lily Ng explained that the SV arrangements would be similar to 
those of RV.  In view of the unannounced nature of SV, it was anticipated that 
little impact should be induced to NGO’s frontline staff who were not required to 
make any prior preparation as updating of documents should be a continuous 
process.  For SV, SWD assessors would assess service unit’s compliance of the 
Funding and Service Agreement (FSA) and Service Quality Standards (SQS) 
requirements mainly through on-site observation and sharing with staff and 
service users.   SWD assessors would also exercise flexibility during SV to 
minimise inconvenience to the service users and staff.    
 
7. Mr Chan Bing-woon understood the worries of NGOs’ staff.  He 
highlighted that in commercial sector, SV was a prevailing and popular tool for 
ensuring service quality.  Mrs Julie Lee on one hand recognised the anxiety of 
staff, and on the other considered that SV was an effective means to ensure that 
quality service was delivered to the public.  She supported SWD to conduct SV 
and she agreed that a review after a period of implementation would help refine 
the arrangements. 
 
8. Mr Tung Chi-fat said that policy and procedural documents of 16 SQSs 
should be readily available at all subvented service units at all times.  To 
alleviate staff’s anxiety and to facilitate NGOs’ preparation, SWD might consider 
issuing an assessment checklist to NGOs.  Mr Charles Yang opined that the 
scopes of RV and SV should be the same.  Moreover, he did not prefer 
formulating a checklist for SV as it would restrict the assessment scope of SV 
and in turn affect its values.   
 
9. Miss Ann Hon said that NGOs’ anxieties were understandable.  She 
recalled that NGOs had similar worries when the Service Performance 
Monitoring System was first launched in 1999.  She reiterated that the SWD 
assessors conducting SVs would adopt a mindset of continuous improvement, 
instead of fault-finding.  They would be flexible in conducting the assessment 
and try their best not to disturb the service operation.  Like RVs conducted for 
the past cycles, SWD would conduct a review after each monitoring cycle with a 
view to continuously streamlining and refining the assessment process. 
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10. Dr Miranda Chan shared that it was her organisation’s practice to 
maintain up-to-date case records as they believed that such records were 
important for public accountability.  In this regard, the SV arrangement would 
not create undue pressure to their frontline staff.   
 
11. The Chairman concluded that under the enhanced quality assurance 
mechanism, SWD should conduct more frequent on-site service inspections, 
including RV and SV as recommended by the Lump Sum Grant Independent 
Review Committee (LSGIRC).  As a funding condition, NGOs should observe 
the FSA and SQS requirements at all times.  As regards the new SV 
arrangements, SWD would conduct a review in due course for further 
improvement if necessary. 
 
[Post-meeting Note: To ease the frontline staff’s concern on SV, SWD had met 

Hon Cheung Kwok-che on 11.1.2010 upon his request to 
provide information on SV and explain the arrangements 
in details.] 

 
Best Practice Manual (para 6)
 
12. Ms Lily Ng briefed Members that SWD had prepared draft quotation 
documents for the consideration of its Supplies Section.  Along the advice of the 
Supplies Section, SWD was revising the draft quotation documents and 
conducting market research for refining the service specification and cost 
estimation.  It was anticipated that the quotation documents would be finalised 
and ready for inviting management consultancies soon.  After vetting, contract 
would be awarded around mid-2010. 
 
13. Ms Lily Ng added that the consultancy would study (a) human resource 
management; (b) financial resource management; and (c) corporate governance 
and accountability of LSG-NGOs as recommended by the LSGIRC.  When the 
draft Manual was written up, it would be presented to the LSGSC for views.  

 
Actuarial Study (paras 9-12) 
 
14. Ms Lily Ng reported that taking into account the views of LSGSC 
Members and in accordance with the Stores and Procurement Regulations of the 
Government, SWD invited quotations from consultancy firms on 7.12.2009.  
Quotations had been received before the closing date on 29.12.2009. SWD was 
vetting the quotations according to the pre-set marking scheme with a view to 
selecting the most suitable consultancy firm.  
 
15. Ms Lily Ng mentioned that subject to the result of the vetting process, 
the successful contractor would be awarded the offer.  The consultant would be 
allowed one-month time to study the background and contents of the Lump Sum 
Grant Subvention System (LSGSS).  The first-round study on two selected 
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NGOs was scheduled to be started shortly after the award of the contractor and 
completed in six months.   

 

16. Ms Lily Ng highlighted that in parallel, SWD had issued an invitation 
letter to NGOs on 23.12.2009.  NGOs were required to reply to SWD by 
12.2.2010 whether they would like to participate in the pilot actuarial study.  If 
there were more than two NGOs interested in the pilot study, SWD would select 
two suitable NGOs based on pre-set criteria: 
 

(a) having relatively low LSG Reserve percentage in relation to their 
respective operating expenditure; and  
 

(b) having experienced a substantial change in financial viability in 
comparison with the projection made during the Special One-off Grant 
application in 2006. 

 
17. Ms Lily Ng reminded that at the end of the study, the NGO participants 
should be ready to share the assessment results with their staff.  The NGO 
participants would also be invited to share their experience with those NGOs 
which had interests and intention to undergo the actuarial studies in future.  
Having fine-tuned the pilot study, SWD would invite other NGOs (including 
NGOs with and without submitting “indication of interest” before) to apply for 
actuarial study in the second round, which would tentatively be carried out in late 
2010. 

 
Social Welfare Development Fund (SWDF) (paras 13-57) 

 
18. Ms Lily Ng mentioned that after a thorough discussion of SWDF in the 
last LSGSC meeting, Lotteries Fund Advisory Committee (LFAC) granted 
approval-in-principle to the implementation of SWDF at its meeting on 
17.11.2009.  To further enhance NGOs’ understanding of the implementation 
details of the SWDF including the application criteria, SWD would hold a 
Briefing Session for all subvented NGOs on 13.1.2010.  Ms Lily Ng added that 
invitation had been sent out to 171 subvented NGOs on 23.12.2009 for attending 
the Briefing.   
 
19. Ms Lily Ng said that formal invitation for applying the SWDF including 
all required information would be disseminated to all subvented NGOs right after 
the Briefing Session. 
 
[Post-meeting Note: SWD had sent out the application form and the guidance 

notes to NGOs on 14.1.2010.] 
 

20. Ms Lily Ng presented Ms Christine Fang’s written submission that it 
was checked that the existing Information Technologies (IT) strategy did not 
exclude the items of intranet, Client Information System (CIS) and corporate 
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homepage (as mentioned in para.50 of the last minutes) to be supported by public 
funding.  The strategy only stated the objectives and major directions to be 
considered for funding support.  Hence, in the written submission, Ms Fang 
would like to request a greater flexibility applied in IT Projects under SWDF 
without excluded items.  Mr Lai Wing-hoi echoed that he could not find the IT 
strategy on excluding NGOs from using public funding to implement Clientele 
Information System (CIS) and corporate homepage.  He queried that the 
exclusion was just a practice notes rather than IT strategy. 
 

21. Ms Lily Ng said that under SWDF, relaxation had been exercised to 
allow NGOs to use SWDF on developing or enhancing their corporate homepage 
on subvented welfare services.  On the CIS of NGOs, it was stipulated in the 
2004 Review of the IT Strategy that SWD planned to extend the CIS for SWD to 
NGOs operating family services centres.  Hence, NGO CIS should not be 
considered before the implementation of the CIS for SWD for the sake of 
developing common IT applications for the sector.  
 

22. Ms Lily Ng presented Ms Christine Fang’s written submission on some 
technical concerns such as whether there was an appeal system for NGOs on the 
results of vetting of their applications for SWDF.  Ms Ng reiterated that for 
non-IT projects, the vetting of application was first conducted by SWD and then 
LFAC for approval. For IT projects, the application should go through SWD, 
Joint Committee on Information Technology for the Social Welfare Sector (JCIT) 
and then LFAC.  Moreover, LFAC would review further opinion as indicated by 
NGOs.  Under such mechanism, the vetting results should be objective and 
reliable.   
 
23. On Ms Christine Fang’s written submission on requiring a time-table 
that SWD or JCIT should conduct a review on the existing IT strategy with its 
last update in 2004,  Ms Lily Ng shared that there was already a plan to review 
the existing IT strategy by JCIT in 2011-12. 
 
24. Dr Lam Ching-choi would like to know whether SWD had a flexibility 
to grant discretion towards the IT strategy.  He recalled that under a broad 
definition, if intranet was excluded from the SWDF, some infrastructure might 
not be able to charge the fund as well.  Ms Lily Ng reiterated that while SWD 
could not violate the IT strategy, JCIT might consider exercising flexibility for 
individual application.  
 
25. Ms Lily Ng also presented Ms Christine Fang’s written submission on 
their query on the definition of “genuine difficulties” when SWD decided to 
discretionally approve NGOs’ applications to use LSG or LSG Reserve to absorb 
NGOs’ contribution for the business system upgrading projects.  Ms Lily Ng 
explained that in principle, LSG Reserve could not be used for contribution 
purpose.  However, SWD might exercise discretion on case merits with 
justifications provided by NGOs. 
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Help Desk (paras 58-64) 
 
26. Ms Lily Ng briefed Members that the three Social Work Officers (SWOs) 
(Help Desk) of the Subventions Section had paid visits to Board members, NGO 
Heads, and/or senior staff of more than half of the small NGOs to introduce 
functions of Help Desk and collect views.  Through these visits, SWOs had 
acquired more knowledge about their unique organisational and operational 
situations and needs. 

 
27. Ms Lily Ng added that after gathering necessary information from and 
sharing views with NGOs, SWOs (Help Desk) would analyse characteristics and 
needs of small NGOs and provide assistance accordingly. 
 

Naming of Lotteries Fund (LF) Project after a Donor [LSGIRC’s 
Recommendation 35 (d)]

 
28. Ms Lily Ng said that in Recommendation 35(d) of the Review Report on 
LSGSS, LSGIRC recommended that “SWD may maintain the requirement that 
the donor makes a contribution of at least 20% of the project cost, but of which 
only an amount equal to 10% of the project cost will be used to offset the LF 
grant, while the NGO concerned may use the remainder to upgrade the project”.  

 
29. Ms Lily Ng expressed that SWD supported the contribution arrangement 
as recommended by LSGIRC.  NGOs were notified of the revised arrangements, 
which took effect on 2.11.2009.   
 
 
Allocation of Welfare Service Projects through Invitation of Proposals 
(LSGSC Paper 1/2010) 
 
30. Mrs Helen Kwok presented the paper to Members which was relevant to 
Recommendations 23, 24 and 26 of the Review Report of LSGIRC.  She 
highlighted the three different approaches in the allocation of new service units 
adopted by SWD since 2001, namely : 
 

(a) competitive bidding based on quality and cost-effectiveness which was 
applied to new projects of Residential Care Services for the Elders and 
Enhanced Home and Community Care Services; 

 
(b) a quality-based allocation system with price fixed by SWD and 

involving competition amongst NGOs; and 
 
(c) allocation to individual NGOs operating the existing service units for 

in-situ service expansion. 
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The enhanced measures set out in the paper were targeted for the quality-based 
allocation system, which was the allocation mode for most of the new welfare 
service projects introduced by SWD. 

 
31. Mrs Helen Kwok presented SWD’s planned measures in enhancing the 
quality-based allocation system and in responding to Recommendations 23, 24 
and 26 of the Review Report of LSGIRC as set out in paragraph 7 of the paper. 
 
32. Mrs Helen Kwok added that the enhanced new service allocation system 
would be implemented in 2010-11 and SWD welcomed feedback from NGOs 
from time to time.  The Chairman reiterated that the enhanced system was based 
on the spirit of quality-based bidding and the intention to save the time and 
resources of NGOs for preparing proposals and of SWD for vetting the 
proposals.   
 
33. Both Mr Lai Wing-hoi and Ms Chang Siu-wah considered that the 
principles mentioned by SWD were sound.  Mrs Julie Lee opined that since the 
existing service allocation system was implemented in 2001, the services had 
become more innovative.  Dr Lam Ching-choi also supported the enhanced 
system though he anticipated that small NGOs would still face keen competition 
in bidding new projects.  
 
34. Hon Cheung Kwok-che said that the staff union all along had reservation 
to the competitive bidding as it would induce “unequal payrolls for equal jobs”.  
Mr Alex Wong expressed that competitive bidding was only confined to 
Residential Care Services for the Elders and Enhanced Home and Community 
Care Services, which belonged to hire of services, but not within the scope of 
LSG Subvention System.  
 
Weighting for Value-added Service 
 
35. Mr Lai Wing-hoi agreed to Ms Christine Fang’s written submission that 
the weighting for value-added service should not exceed a certain percentage 
(5% as suggested by Ms Fang) of the overall weighting.  Ms Chang Siu-wah 
also agreed to cap the weighting for value-added services so that the bidding 
could focus on service quality.   
 
36. Mrs Julie Lee had the experience of being a member of vetting 
committees organised by SWD for new rehabilitation projects.  She had the 
impression that over time applicant organisations tended to propose more and 
more value-added services in the bidding exercises.  She supported the 
suggestion of capping the weighting for value-added services.   
 
37. Dr Lam Ching-choi considered that under the quality-based allocation 
system, value-added services recognised in assessment should be “quality” rather 
than “quantity” in nature.  Proposed increase in service outputs, such as an 
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increase in the number of cases served, should not be considered as value-added 
services.  Otherwise, the nature of bidding would, to certain extent, become 
quantity-based. 
 
38. On the other hand, Mr Nelson Yip welcomed value-added services 
proposed by NGOs as long as the marking scheme had clearly stated the 
weighting allocated.  He considered that value-added services were usually 
innovative and could benefit the public. 
 
39. Mr Cheung Chi-wai said that he supported quality-based allocation 
system, but did not agree to competitive bidding as well.  He worried that if 
organisations proposed an unreasonably high level of outputs, the unit price 
would drop.  Staff had to cope with excessive workload which might adversely 
affect the service quality.  For competitive bidding, he suggested SWD to 
consider adopting a system similar to “the Land Sale by Application System” (勾
地政策) that SWD would evaluate the trigger price from the applicant and 
identify whether it could meet the basic sum.  If SWD accepted the application, 
the specified services would be released for bidding with the trigger contract sum 
which was higher than the basic sum. 
 
40. Mr Yu Chi-ming reminded that staff would suffer from heavy workload 
if value-added service was not provided by extra staff.  Staff originally working 
in other services of the organisation might have to be deployed to share the work 
of the new project.  On this point, Miss Ann Hon shared her observation of good 
examples of value-added services which involved volunteers or business partners 
mobilised by the organisations rather than staff.  On the whole, under LSGSS, 
NGOs had flexibility on deployment of staff among their subvented services. 
 
41. Mrs Helen Kwok clarified that it had been SWD’s stance that the key 
consideration in assessment should be the quality of services proposed by the 
applicant NGOs because SWD well understood that unrealistic over-commitment 
of NGOs in service outputs might have an adverse impact on service quality.  
Even in the competitive bidding exercises (i.e. projects of Residential Care 
Services for the Elders and Enhanced Home and Community Care Services), 
SWD would only accept bids with proposed service volume falling within 
SWD’s prescribed range as stipulated in the service specification. 
 
Eligibility Criteria 
 
42. Mr Lai Wing-hoi suggested including non-subvented NGOs when 
inviting NGOs to submit proposals for bidding new subvented service units.  
Ms Chang Siu-wah recommended inviting subvented NGOs that have relevant 
non-subvented services experience to submit proposals for bidding new 
subvented service units.  It is considered that such policy was important to the 
development of small NGOs.  Besides, she proposed that SWD should accept 
applications from those NGOs which had relevant experience outside Hong Kong, 
though they might not have local service history. 
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43. Mr Tung Chi-fat welcomed the proposal of relaxing the basic eligibility 
criteria so as to provide opportunities for small NGOs to participate in the 
bidding process.  Even if small NGOs were not successful, they could learn the 
skill of writing up proposals during the process.  (In the written submission, Ms 
Christine Fang suggested that a more open approach should be adopted so as to 
allow NGOs without experience of operating subvented services but with 
relevant expertise and capacities to participate in the bidding process.) 
 
44. The Chairman supplemented that the information of inviting 
organisations to operate new services would be uploaded to SWD Website for 
enhancing transparency and fairness.  Moreover, the Chairman stressed that 
SWD would use an objective tool (such as checklists or marking scheme) to 
examine organisations’ experience.   
 
Joint Proposal 
 
45. Mr Nelson Yip welcomed the new measure of accepting joint application 
from two or more NGOs in the future bidding exercises.   
 
46. Mr Chan Bing-woon reminded that NGOs should well prepare for their 
joint ventures as according to his observation in the business sector, conflicts 
were often found in the implementation stage if there were not sufficient 
communications and preparations at the planning stage.   
 
47. Ms Chang Siu-wah shared her successful joint venture experience in 
running a food bank together with other four NGOs.  Among the five NGOs, 
only one had relevant service experience.  Through the cooperation, the four 
inexperienced NGOs had valuable hands-on opportunities to operate a new mode 
of service.   
 
48. Prof Andrew Chan shared that joint proposals might help create synergy.  
He agreed to the new measure of accepting joint application from two or more 
NGOs in the future bidding exercises.  He also pointed out that applicant 
organisations participating in such ventures had to identify a key applicant 
organisation to liaise with SWD and to sign the FSA and the key applicant 
organisation should be accountable for all funding and service matters specified 
in the FSA.   
 
49. Mr Nelson Yip echoed that synergy would be maximised in joint 
application on the conditions that the parties in the partnership shared common 
objective, vision and mission. 
 
50. Dr Lam Ching-choi considered that partnerships should not only be 
confined to small NGOs, but could be formed by large and small NGOs.  He 
believed that small NGOs could also gain a lot through the latter partnership 
mode.  He also suggested that SWD might consider playing a more proactive 
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role in encouraging NGO collaboration, making reference to the practice of 
Community Investment and Inclusion Fund (CIIF). 
 
The Contract Sum and Subvention Level 
 
51. Hon Cheung Kwok-che considered that the contract sum of the projects 
allocated through competitive bidding was rather inflexible as it could not be 
timely adjusted according to inflation and salary adjustment.  Dr Miranda Chan 
considered that the contract sum should be adjusted to cover salary increment for 
staff.  Mr Yu Chi-ming opined that a service would be operated at the expense 
of their existing frontline staff if the level of contract sum or subvention was 
unreasonably low.  Moreover, Mr Yu worried that the practice would create 
different remunerations between staff working in competitive bidding projects 
and other service units.   
 
52. Miss Ann Hon clarified that for services allocated through competitive 
bidding, SWD would adjust the contract sum in accordance with the change of 
Composite Consumer Price Index.  For those services under quality-based 
allocation system which was funded by Lump Sum Grant according to the FSA, 
there were adjustments according to civil service salary adjustment and 
government-wide price adjustment factor; and NGOs enjoyed autonomy on 
providing salary increment to staff along their human resource policies. 
 
53. Mr Lai Wing-hoi said that the project cost should cover the supervisory 
support as it was undesirable for NGO to absorb the extra supervisory duties in 
their existing supervisory establishment.  Dr Miranda Chan agreed with Mr Lai 
and suggested that SWD should include resources on supervisory support and 
central administration in the cost calculation of the new projects.  Mr Cheung 
Chi-wai requested SWD to state clearly the staffing establishment and mid-point 
salary of respective ranks so that NGOs could not lower the staff cost 
unreasonably which might in turn affect the service quality.  (Note: In the 
written submission, Ms Christine Fang also mentioned that the invitation 
document should state out the notional staffing establishment especially 
professional staff and care staff ratio). 
 
54. Mr Tung Chi-fat would like SWD to state clearly in the invitation 
document information including the calculation basis of the subvention/subsidy 
of the project, the provision of furniture and equipment, the requirement of 
essential staff such as Physiotherapist or Occupational Therapist or supervisors.  
As such, the applicant organisations could conduct their assessment on the 
financial viability of the project before making decision on whether to submit an 
application. 
 
[Post-meeting Note: Essential staffing is one of the essential service 

requirements as stipulated in some FSAs.  However, in 
general, stating expected staffing in the specification was 
not in line with the spirit of LSG.  Nevertheless, SWD 
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would provide information on the calculation basis of 
project cost to facilitate NGO’s self-assessment of 
financial viability.] 

 
55. Miss Ann Hon clarified that when providing resources for new services 
under the quality-based allocation system, SWD had already factored in 
supervisory support in terms of staffing and subventions.  Under LSGSS, the 
organisations had autonomy to decide whether they would deploy/employ 
additional supervisory posts for the services. 
 
56. Ms Chang Siu-wah learnt that the unit costs of similar in-situ expansion 
units might vary across different districts.  Miss Ann Hon responded that due to 
different size of service units, the Other Charges might vary across different units.  
Mr Cheung Hing-wah also confirmed that there might be variations in the 
subvention level among same type of service units in different districts.  
However, the cost variation should not be significant. 
 
SWD’s Monitoring 
 
57. Mr Lai Wing-hoi was concerned about the monitoring of value-added 
services.  He enquired if value-added services proposed by the successful 
applicant organisations would be monitored or not. 
 
58. Hon Cheung Kwok-che highlighted that in Recommendation 25 of 
LSGIRC, NGOs should carefully consider their resource implications before 
preparing service proposals.  NGOs should also take into account the views of 
their staff and share with them the considerations in submitting service proposals.  
He wondered how SWD could ensure NGOs’ management had consulted staff’s 
views in such context.  Mrs Julie Lee also considered that SWD could think 
about how to monitor NGOs’ staff consultation before they successfully bid the 
services. 
 
[Post-meeting Note: SWD confirmed that under Service Performance 

Monitoring System, value-added services proposed by 
NGOs would be monitored through information reported 
by the NGOs in Statistical Information System (SIS) Form 
regularly submitted to SWD.  NGOs should have prime 
responsibility to conduct staff consultation before bidding 
new services under their corporate governance.  To 
reinforce such open and transparent culture, SWD had 
conveyed such stance through her letter to NGOs on 
22.5.2009.] 

 
Two-stage Invitation Approach 
 
59. Mr Nelson Yip welcomed the approach because it had been widely 
adopted in commercial sector for years proving its efficiency and effectiveness.  
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(In the written submission, Ms Christine Fang suggested all new services or new 
projects should undergo a “two-stage invitation approach” no matter what the 
operation modes were.) 
 
[Post-meeting Note: SWD considered that it would be appropriate to adopt a 

“two-stage invitation approach” for allocation of those 
welfare service projects in a new operational mode that 
SWD did not have good knowledge on which NGOs could 
meet all the eligibility criteria or those projects that SWD 
required the sector’s views to help drawing up the detailed 
service specifications.]   

 
NGOs Participated in the Bidding 
 
60. In the written submission, Ms Christine Fang considered it necessary to 
have debriefing sessions upon request of those unsuccessful applicants.  Ms 
Fang also mentioned that upon allocation of a project after bidding, SWD should 
inform those bidders of their own marks in different sections under the new 
marking scheme.  It could increase the transparency of the system and 
encourage competing NGOs gearing for betterment. 
 
61.  Mr Kent Lam agreed to Ms Fang’s suggestion. He would also like 
SWD to invite successful bidder to share with unsuccessful bidders about their 
skill and wisdom so that they could learn from the other’s successful factors for 
continuous improvement.   
 
62. Miss Ann Hon replied that SWD had tried to invite successful bidders in 
the past but very often they were unwilling to disclose the successful factors.  It 
was hoped that the culture of sharing would be developed gradually.  It has 
already been the current practice that debriefing sessions were arranged to 
unsuccessful bidders upon request.  Mr Chan Bing-woon added that the sharing 
of experience in bidding was not a common practice in commercial sector.   
 
Vetting Committee 
 
63. In the written submission, Ms Christine Fang mentioned that services or 
projects above a certain subvention amount should form vetting committees with 
service users involved to ensure transparency and fairness in the selection 
process.  Mrs Julie Lee shared that service users could be involved to ensure 
that their views were incorporated during the vetting process. 
 
64. Miss Ann Hon clarified that vetting committees were formed for all 
bidding exercises.  However, it was stipulated in the Government’s Stores and 
Procurement Regulations that to safeguard the integrity of government 
procurement exercises, vetting committees should comprise only government 
officials.  As such, it was not appropriate to invite service users as vetting 
committee members but views could be collected from service users prior to the 
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formulation of the service specification bidding documents. 
 
Other Concerns 
 
65. In the written submission, Ms Christine Fang considered that it was the 
right time for SWD to review the system thoroughly, especially on the prime 
objectives of introducing competitive bidding and quality-based allocation 
system.  Moreover, Ms Fang considered that the principle of adopting a certain 
kind of allocation method for a particular project was unclear.  For instance, in 
some services, in-situ expansion was adopted while another similar service might 
be allocated through “invitation of proposals”.  Ms Fang regarded a need to 
develop the guidelines which could clarify the ambiguity and the guidelines 
should be made known to NGOs to ensure fairness, transparency and facilitate 
communication between SWD and NGOs. 
 
[Post-meeting Note : SWD’s adopting in-situ expansion or invitation of proposal 

for allocation of services would depend very much on the 
amount of resource allocation available and whether there 
is scope for expansion within existing service units etc.] 

 
Conclusion 
 
66. The Chairman concluded that the subject had been thoroughly discussed.  
Having taken into consideration Members’ views, SWD would further refine the 
said guidelines. 
 
 
Monitoring of remunerations of senior executives in subvented bodies 
(LSGSC Paper 2/2010)  
 
67. Ms Lily Ng presented the paper to Members and highlighted that along 
LSGIRC’s Recommendation (R29), SWD would implement the Government 
guidelines (the Guidelines) on monitoring of remunerations of senior executives 
in subvented bodies.   
 
68. Ms Lily Ng highlighted that when launching the Guidelines in 2010-11, 
SWD would first ascertain if an NGO would be exempted from the review for the 
reporting year as set out in the paper.  All NGOs had to observe the 
requirements including providing the required information as set out below- 
 

(a) All subvented NGOs were required to report the average operating 
income of the organisation as a whole over the past four-year period 
immediately before the reporting year and self-assess if they were to be 
exempted for review for the reporting year; 
 

(b) If they are non-exempted, each NGO was required to furnish a review 
report to SWD, setting out the up-to-date position in respect of the 
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number, ranking and remuneration packages of staff at the top three 
tiers, and also explain and justify any changes over the period covered in 
the report.  The remuneration package should be the total annual staff 
cost including such components as salary, provident fund, and where 
appropriate, all allowances and fringe benefits; 
 

(c) NGOs should then return the self-assessment and review reports to SWD 
on or before 31 October 2010; 

  
(d) Upon receipt of NGOs’ returns, SWD would check the reported 

exemption status of NGOs.  Where necessary, SWD would further 
clarify with the concerned NGO to ascertain its exemption status; and   
 

(e)  Any NGO with self-assessment of being exempted was automatically 
exempted from conducting the review for the reporting year, unless 
SWD disagreed to the NGO’s self-assessment in writing.   
 

69. Ms Lily Ng remarked that based on the review reports, SWD would 
assess appropriateness of the number and ranking of senior positions of a 
subvented NGO.  Where necessary, SWD would take into account the functions 
and overall staffing structure of the concerned NGO, the nature and complexity 
of duties performed by each of the top three-tier staff in question.  Any staff 
cost comparison would be done on a full cost basis or a total remuneration 
concept.   
 
70. Ms Lily Ng further explained that the Guidelines expected that any staff 
cost comparison would be made against comparable civil service ranks or market 
practices as appropriate.  However, as NGOs on LSG were given flexibility in 
determining their staffing structures and level of pays which might have already 
become distinct from those of civil services and majority of social welfare 
services are non-profit making in nature, there might be limitations in making 
such comparisons.  As recommended by the LSGIRC, SWD would commit a 
management consultant to study and collect views from NGOs to develop a Best 
Practice Manual which would study, among others, the fair pay policies on staff 
remunerations package.  The consultant would be required to consult the sector 
for suggestion on parameters for making the cost comparisons and proposing 
suitable arrangements for public disclosure of NGOs’ regular review reports and 
their senior staff pay.  The implementation details were to be worked out with 
references drawn from the Best Practice Manual upon its issue. 
 
71. Ms Lily Ng presented Ms Christine Fang’s views that it was 
support-worthy to enhance disclosure of remunerations of senior executives of 
NGOs for greater transparency and accountability as long as there was adequate 
flexibility on disclosure channels.  Regarding Ms Fang’s concern on how to 
compare the staff cost between those of NGOs and civil service or market 
practices, SWD would include this area in the consultancy study on a Best 
Practice Manual for the sector. 
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72. Mr Chan Bing-woon would like to know whether the senior executives 
supported by bodies outside welfare ambit should be reported in the review 
report.  The Chairman replied that only NGO senior executive posts whose 
remunerations were wholly or partially paid by SWD’s funding would be subject 
to SWD’s monitoring. 
 
73. Mr Tung Chi-fat asked whether SWD would consider drawing reference 
from the subvention formula designed for central administration in 1994 when 
“no better-than principle” was no longer valid.  Moreover, he would like to 
know whether staff providing supervisory support were within the monitoring 
scope. 
 
74. Miss Ann Hon clarified that since implementation of LSGSS, the 
formula designed in 1994 on allocating resources for central administration was 
no longer valid.  Whether supervisory staff was within the monitoring scope 
depended on the NGOs’ organisational structure. 
 
75. Dr Lam Ching-choi declared interest for this issue because he was one 
of the three tiers of his organisation.  He supported the direction and 
implementation of monitoring of senior executives’ remunerations.  He also 
considered that removing the “no better-than principle” was in line with the LSG 
spirit.  Under the disclosure mechanism, use of subventions by NGOs would be 
under public scrutiny which was effective.  From his point of view, there was 
rare case that senior executives of NGOs had abnormally high salary.  He just 
had a technical query on how to define SWD’s subventions.   
 
76. Miss Ann Hon clarified that all funding released by SWD in the form of 
subventions would be considered.  If the top tiers of organisations were not 
subvented by SWD, their subsequent three-tier positions would then be covered 
by the Guidelines subject to the NGOs’ particular circumstances such as 
organisational structures. 
 
77. Hon Cheung Kwok-che would like to know if private companies 
obtained the contract of residential care services for the elderly, whether SWD 
would monitor their senior executives’ remunerations.  Ms Lily Ng replied that 
as the funding of residential care services for the elderly was under the vote of 
“hire of service” as a contract service rather than subventions, the Guidelines 
were not applied to these organisations. 
 
78. Dr Miranda Chan declared interest as well.  She would like to ask if the 
senior executives were supported by different sources of funding, would it be 
necessary for them to disclose their total salaries.  The Chairman replied that 
there was a need to disclose their overall remunerations.  However, for the sake 
of clarity, SWD allowed them to mark a footnote stating the portion of 
remuneration supported by SWD only. 
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79. Ms Chang Siu-wah declared conflict of interest.  She expressed 
concerns of other small NGOs that disclosure of three-tier staff might be 
identified by public of specific staff’s remuneration.  She would like to know 
whether there was discretion or exemption of disclosure to public for small 
NGOs with limited number of staff but subventions above $10 million.   
 
80. The Chairman replied that the Guidelines applied to the top three tiers of 
staff in all subvented NGOs, save only for the following exemptions -  
 

(a) NGOs receiving subventions of less than $10 million a year;  
 

(b) NGOs receiving subventions which represent 50% or less of the total 
operating incomes of their organisations; and 
 

(c) Any of the top three-tier positions which are funded entirely by the 
NGOs’ incomes from sources other than the Government.  In this case, 
other senior staff of these NGOs occupying the subsequent three-tier 
positions will then be covered by the Guidelines subject to the NGOs’ 
particular circumstances such as organisation structures. 

 
81. Mr Cheung Chi-wai enquired what would SWD do if an NGO’s reported 
number of senior executives in the top three tiers was found unreasonable.  Miss 
Ann Hon replied that SWD would examine the return of each subvented NGO.  
If the organisation structure of a specific NGO was found unreasonable, for 
example, there was a large number of senior executives in a small-scale NGO, 
SWD would follow up and request the NGO concerned to give an explanation. 
 
82. Hon Cheung Kwok-che would like to know if bonus of top three-tier 
staff should be included for monitoring.  Ms Lily Ng replied that as the 
Guidelines covered remuneration package of top three-tire staff, bonus should be 
included. 
 
Revision of Lump Sum Grant Manual (LSGSC Paper 3/2010)  
 
83. Ms Lily Ng presented that the revision of LSG Manual would be carried 
out mainly in the following five dimensions:  
 

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

(b) To incorporate subvention policies, rules and requirements emerged 
after the implementation of LSGSS in 2001 and currently stipulated in 
separate allocation or notification letters, for example, the guideline on 
insurance arrangement; 
 

 

(c) To add the new requirements as recommended by LSGIRC and accepted 
by the Administration, for examples, the “Disclosure of Annual 
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Financial Report of subvented NGOs”, “Deployment of Provident Fund 
Surplus” and “Monitoring of Remunerations of Senior Executives of 
Subvented NGOs”, simplication of financial report by NGOs etc.; 

 
(d) To remove the outdated subvention policies and rules which are no 

longer valid, for example, the “No-better-than” principle previously 
applied on the remuneration of the subvented staff; and 

 
(e) To modify the layout of the Manual so that only subvention policies, 

rules and requirements in force are contained in the main text of the 
Manual.  Background information and former policies, which are still 
useful references for some NGOs, for example, the Tide-Over Grant 
arrangement, will be converted into appendices. 

 
84. Ms Lily Ng stated that the draft revised LSG Manual would be put up 
for Members’ consideration once it was ready.  Members would be invited to 
give their views and comments around May and June 2010.  Upon collecting 
Members’ suggestions, the revised Manual would be finalised before the end of 
2010.  Edition 3 of the Manual would be distributed to all subvented NGOs and 
uploaded onto the SWD website beforehand. 
 
85. Ms Lily Ng added that once the revised LSG Manual was published, the 
updating would become an ongoing process.  Any changes in relation to the 
subvention policies, rules and requirements would be made known to 
stakeholders in the first instance through SWD’s website.  To ensure that 
subvented NGOs have ready access to the document, they would also be notified 
simultaneously by emails.  SWD would consider publishing new edition of the 
Manual when there was substantive number of revisions over the prevailing 
edition. 
 
86. The Chairman supplemented that the updating and revision of LSG 
Manual would be based on the existing subvention policies and rules and that it 
was not an exercise to revise the subvention policies and rules.   
 
Any Other Business 
 
87. Ms Lily Ng shared that the implementation of all 36 recommendations 
of LSGIRC had been commenced.   
 
Date of Next Meeting 
 
88. There being no other business, the meeting was adjourned at 12:45 p.m.  
The Secretariat would fix a date for the next meeting. 
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