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Mr Francis Chau Yin-ming, BBS, MH 
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In Attendance 
 
Mr Lam Ka-tai, JP, Deputy Director of Social Welfare (Services), SWD 
Ms Cherry Tsui, Senior Social Work Officer (Subventions), SWD 
Mr Daniel Wong, Senior Social Work Officer (Subventions), SWD 
Miss Mina Chow, Senior Social Work Officer (Subventions), SWD 
Ms Dorothy Siu, Social Work Officer (Subventions), SWD 
 
 
Opening Remarks 
 
  The Chairman welcomed Ms Alice Lau Oi-sze and Mr Yip Kin-chung, 
who were new members attending the meeting for the first time.  She informed 
that Ms Michelle Cheng, Mr Francis Chau Yin-ming and another new member 
Ms Irene Leung Pui-yiu had sent their apologies for not being able to attend the 
meeting. 
 
Declaration of interests 
 
2.  Mr Ricky Yu informed the meeting that the LSGSC adopted the 
One-tier Reporting System.  Members should make a full disclosure of their 
interests when perceiving a potential conflict of interest in a matter placed 
before the Committee.  Ms Anna May Chan Mei-lan, Mr Chua Hoi-wai, Ms 
Alice Lau, Dr Jane Lee, Mr Li To-sang and Ms Rebecca Ng, holding either 
board member or management position(s) in the NGOs, declared their potential 
conflict of interests for Agenda Item 3 in relation to provision of administrative 
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overhead for funding schemes administered by SWD as the NGOs they were 
working for or serving were the potential applicants.  The Chairman 
considered that it was a sector-wide policy issue and would not touch on 
individual NGOs’ applications.  She decided that those Members having 
declared their interests could remain in the meeting and speak on the issues 
concerned. 
 
 
Agenda Item 1 - Confirmation of Minutes of Last Meeting 
 
3.   Members confirmed the minutes of the 42nd meeting without 
amendment. 
 
 
Agenda Item 2 - Matters Arising 
 
Progress on Disclosure of Annual Financial Reports (AFRs) and Review 
Reports on Remuneration Packages for Staff in the Top Three Tiers of 
Subvented NGOs (RRs) (paragraphs 2-15) 
 
4.  Mr Ricky Yu briefed Members that according to their advice given at 
the last LSGSC meeting held in February 2017, a notification letter was issued 
to all NGOs in March 2017 to explain the arrangement of making available both 
AFRs and RRs of NGOs by either providing hyperlinks or reports for SWD to 
upload onto the website of SWD.  The exercise was completed in late June 
2017 with the distribution as follows - 
 
 No. of NGOs 

eligible for 
disclosure 

No. of NGOs 
providing 

hyperlinks to 
SWD 

No. of NGOs 
providing reports 

to SWD 

(a) AFRs 165 98 (59%) 67 (41%) 
(b) RRs 66 38 (58%) 28 (42%) 
 
5. The issue of disclosing AFRs and RRs of subvented NGOs was 
discussed in a meeting of the Panel on Welfare Services of the Legislative 
Council (LegCo) held on 12 June 2017 and a LegCo closed-door case 
conference held on 13 June 2017.  In the case conference, the Director of 
Administration (DoA) responded that they would conduct a survey on the 
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implementation of the guidelines by bureaux/ departments and review whether 
updating/ revision/ clarification of the guidelines was needed.  In the meantime, 
SWD issued two notification letters to the NGOs receiving Lump Sum Grant 
(LSG) subvention on 4 September 2017 for the following purposes - 
 

(a) to request them to submit AFRs as well as Self-assessment Reports on 
the top three tiers remuneration and RRs (if not exempted) for 2016-17 
based on the existing practice, on or before 31 October 2017; and  
 

(b) to take stock of the disclosure channels adopted by NGOs.   
 

6.    The AFRs and RRs for 2016-17 would be made available with either 
the provision of hyperlinks from NGOs or the scanned copies of the latest 
reports on SWD’s website by December 2017 tentatively. 
 
7. The Chairman reiterated that at the request of the Social Welfare 
Organizations Employees Union and LegCo members, DoA would take stock of 
the existing practices of government bureaux/ departments overseeing 
subvented organisations and review whether the relevant guidelines would be 
updated/ revised to facilitate the disclosure of remunerations of the top three 
tiers of senior executives of all government-funded bodies.  While subvented 
NGOs were given flexibility and autonomy on the use of government 
subvention, it was noted that there were rising public expectation for greater 
transparency on the remuneration of senior executives in particular.  In view of 
the substantial amount of subvention allocated to NGOs, the future direction 
would be centred on enhancing transparency on the prudent use of public 
money in the future.  
 
 
The progress of Benchmark for Central Administrative Support for Various 
Funding Schemes Administered by SWD (paragraph 17) 
 
8. The Chairman said that the item would be discussed under Agenda 
Item 3 of the meeting. 
 
 
Progress of Phase 3 of the Social Welfare Development Fund (SWDF) 
(paragraph 19) 
 
9. Ms Cherry Tsui briefed Members that approval had been obtained 
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from the Lotteries Fund Advisory Committee on 28 January 2016 for a grant of 
around $460 million to launch Phase 3 of SWDF.  Upon the closure of 
submission of applications on 31 December 2016, SWD received 220 
applications from 149 NGOs seeking Lotteries Fund (LF) grants totalling about 
$404 million.  Up to now, a total of $305 million, i.e. about 75% of the 
approved LF sum, had been allocated to 145 NGOs to implement their  
non-information technology (IT) and IT projects.  SWD would continue to 
process the remaining applications with the end of 2017 as the tentative 
completion date. 
 
10. To enhance the monitoring of SWDF projects, SWD had implemented 
on-site inspections since 2016-17.  Based on the visits to the eight selected 
NGOs, only one NGO was assessed to have failed to observe the quotation/ 
tender requirement for one of the selected local training courses in accordance 
with the LF Manual. The overall compliance under the on-site inspections of 
2016-17 was considered satisfactory.  Another eight NGOs would be visited in 
2017-18.  To fully utilise the remaining sum of SWDF, SWD would consider 
launching another round of application under Phase 3. 

 
 

Progress on the Implementation of the Best Practice Manual (BPM) (paragraphs 
23-27)  
 
11. The Chairman said that SWD would continue to keep in view 
developments and facilitate NGOs to implement BPM fully.  It was expected 
that the four outstanding items would be worked out as soon as possible.  Mr 
Ricky Yu briefed Members that while it was the NGOs’ responsibility to 
implement BPM, SWD had the duty to monitor NGOs’ implementation.  
Given that all NGOs under the Lump Sum Grant Subvention System (LSGSS) 
should have implemented the seven Level One items by 30 June 2017, it was 
time for SWD to start checking their compliance by means of sampling.  SWD 
would carry out pilot on-site assessment with the following objectives - 
 

(a) to ensure NGOs’ compliance with the prevailing requirements and 
guidelines with regard to the implementation of Level One items; 
 

(b) to identify good practices on the implementation of BPM; 
 
(c) to collect views on the implementation of Level Two items and 

explore the possibility of moving them towards Level One; and 
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(d) to identify areas of improvement in the future monitoring 
mechanism. 

 
12. Drawing reference from the monitoring of LF and SWDF projects, a 
random selection of 5% of the 165 NGOs for on-site assessment was suggested 
and hence a total of  nine NGOs would be selected.  It was tentatively 
planned that the pilot exercise would be carried out from late December 2017 to 
March 2018.  The findings of the pilot on-site assessment would be reported at 
the coming LSGSC meeting. 

 
 
Agenda Item 3 - Provision of administrative overhead for funding schemes 
administered by the Social Welfare Department (Paper LSGSC 3/2017) 
 
13. Ms Cherry Tsui reported that in view of some NGOs’ concerns and 
difficulties in running projects with no or inadequate provision for 
administrative overhead from some funding schemes, SWD had conducted an 
internal review on the funding schemes administered by SWD and had 
discussed with the Specialized Committee on Sector Finance of The Hong Kong 
Council of Social Service (HKCSS) on different occasions since September 
2014.  HKCSS submitted their finalised proposal in June 2017, which 
recommended a support level for administrative overhead ranging from 10% to 
15% of the project cost.  The provision for administrative overhead covers the 
following seven areas – 

 
(a) service planning, supervisory support and quality assurance; 
(b) human resource management; 
(c) accounting management and financial monitoring; 
(d) risk management, including internal audit, compliance, insurance 

and compensation claims, complaints handling and management of 
contingent incidents; 

(e) publicity, public relations and corporate communication; 
(f) rent and rates of office venue, utilities and facilities expenses; and 
(g) information technology facilities and support. 

 
14. After deliberations, SWD decided to enhance the future provision for 
projects in the following ways –  

 
(a) to provide, on top of the project cost, a reasonable provision for 

administrative overhead covering the seven items as proposed by 
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HKCSS; 
 

(b) while the provision would normally not exceed 15% of the project 
cost, the minimum provision should not, as far as practicable, fall 
below 5% of the project cost.  The administrators of the funding 
schemes should determine which level of administrative overhead 
(between 5% and 15%) was reasonable for adoption, taking into 
account the nature of services/activities of the scheme, the level of 
administrative support required, the scale and duration of the 
projects, etc.; and 

 
(c) some cost items of the project should be excluded before working 

out the provision for administrative overhead, for example, direct 
cash allowance (e.g. subsidies for service users), capital 
expenditure (e.g. cost of furniture, equipment, vehicles, etc.), and 
any other items ruled out by the fund. 
 

15. HKCSS and NGOs were informed of the enhanced measure in August 
2017.  SWD would discuss with relevant advisory committees and 
stakeholders concerned, and revise relevant guidelines/ handbooks/ manuals of 
the funding schemes as appropriate for the processing of applications in the 
future.  
  
16. Members’ views/ enquiries were summarised below – 

 
(a) Mr Chua Hoi-wai appreciated SWD’s understanding of the NGOs’ 

operational need and taking the views of HKCSS for implementation 
of the enhanced measure.  He supplemented that HKCSS had 
recommended a support level for administrative overhead ranging 
from 10% to 15% of the project cost while SWD counter-proposed a 
support level ranging from 5% to 15%, taking into consideration 
varying indirect costs incurred amongst different projects.  HKCSS 
would share this good practice with other funding bodies for their 
consideration.  Further details on promoting and implementing this 
provision would be worked out in concrete terms while briefing 
sessions for NGOs would be conducted where appropriate; 
 

(b) Mr Yip Kin-chung enquired if such enhanced measure could be 
shared with other governmental bodies including the Education 
Bureau as many NGOs also sought their funding.  He also proposed 
that the administrative overhead should be regarded as a separate cost 
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item, i.e. not mixing it with other project costs in a lump sum.  
Other Members also supported that other Bureaux/ Departments such 
as the Home Affairs Bureau, Security Bureau and Food and Health 
Bureau, etc. should be informed of the enhanced measure; 

 
(c) Ms Alice Lau shared her experience in seeking administrative 

overhead upon application for funding support from some private 
funding bodies.  She proposed that HKCSS share the enhanced 
measure with other related private funding bodies and caring 
companies, etc.; 

 
(d) Mr Matthew Lee suggested that the provision of administrative 

overhead be applicable to some projects under the Committee on the 
Promotion of Civic Education, District Councils and the 
Opportunities for the Elderly Project (OEP), etc.; 

 
(e) Mr Li To-sang proposed incorporating the provision of 

administrative overhead into the application guides and agreed that 
the message of such enhanced measure should be shared with all 
NGOs through the local committees under District Social Welfare 
Offices of SWD as well as the network of HKCSS; and 

 
(f) Ms Ann Au was concerned about whether there was any overlapping 

of salaries payable to subvented staff who were remunerated with the 
administrative overhead under non-subvented projects. 

  
17. Mr Kok Che-leung said that the enhanced measure would provide a 
framework for SWD’s vetting of applications in the future.  The seven areas 
covered in the provision had included all the administrative and indirect costs of 
the projects.  The ceiling on the provision (i.e. 15%) might not be applicable to 
the experimental projects financed by LF, which would be assessed according 
to the nature and size of individual projects based on the existing practice.  He 
also explained that overlapping of salaries for subvented staff could be avoided 
since the LSG Manual had specified the requirement on cost apportionment in 
respect of non-subvented activities. 
 
18. The Chairman elaborated that the proposed benchmark support level 
had taken into consideration the administrative overheads from various funding 
projects administered by SWD.  It was suggested that NGOs estimate the 
administrative overhead accurately when they submitted their proposals.  The 
initiative would provide a framework for NGOs to estimate the full cost of their 
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non-subvented projects, thereby helping to eliminate cross-subsidisation.  
HKCSS was encouraged to share the enhanced measure with other funding 
bodies and private donors, whenever necessary and applicable.  
 
19. In response to Members’ suggestion, Mr Kenneth Cheng agreed to 
share SWD’s practice with other policy bureaux/ departments for wider 
application. 
 
(Post-meeting note: Mr Kenneth Cheng shared SWD’s initiative in respect of the 
provision of administrative overhead with other policy bureaux/ departments 
through an e-mail on 2 November 2017.)   
 
 
Agenda Item 4 - Availability of policy and training on anti-sexual 
harassment in subvented NGOs (Paper LSGSC 4/2017) 
 
20. Miss Mina Chow reported that the Equal Opportunities Commission 
(EOC) had announced its findings of “Sexual Harassment - Questionnaire 
Survey for Social Service Sector” in July 2017 to the effect that only 51% of the 
respondent NGOs had developed their written anti-sexual harassment policies 
and 49% of them had provided awareness training for the staff.  The EOC 
considered that there was an urgent need for these NGOs to develop their  
anti-sexual harassment policies to prevent sexual harassment incidents from 
happening in the service setting and respond to sexual harassment complaints 
quickly and effectively. 
 
21. Though the NGOs involved in the above survey were member agencies 
of HKCSS, they were not necessarily subvented NGOs.  SWD shared the 
EOC’s view that the matter deserved the sector’s attention, and had issued a 
management letter to remind all subvented NGOs to comply with the Sex 
Discrimination Ordinance and encourage them to formulate their anti-sexual 
harassment policies.     

 
22. SWD also conducted a survey to ascertain the current position of all 
subvented NGOs on the availability of written anti-sexual harassment policies 
and related awareness training for the staff.  A total of 135 (representing 
79.4%) out of the 170 subvented NGOs responded to the survey.  Of the 
respondent NGOs, 76 (56.3%) of them had developed their written anti-sexual 
harassment policies, which was slightly higher than that of the EOC’s survey by 
5.3%; and 63 (46.7%) of the respondent NGOs had provided awareness training 
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for their staff on prevention of sexual harassment, which was slightly lower than 
that of EOC’s by 2.3%. 
 
23. Though 59 respondent NGOs had no anti-sexual harassment policies at 
the time of the survey, 38 of them had the plan to develop their policies on the 
subject.  Of the 72 respondent NGOs without awareness training on the 
prevention of sexual harassment, 52 had the plan to provide the training.  
Hence, eventually there would be 114 respondent NGOs (84.4%) having their 
anti-sexual harassment policies and 115 respondent NGOs (representing 85.2%) 
having provided awareness training on the prevention of sexual harassment.   
 
24. SWD’s findings were close to those of the EOC.  With the promotion 
done by SWD and the EOC, NGOs had raised their awareness of the importance 
of taking actions to prevent anti-sexual harassment.  Based on SWD’s survey, 
a majority of NGOs would have their policies on anti-sexual harassment and/or 
related awareness training in place by the end of 2017-18.  SWD would keep 
in view developments and give advice to the NGOs during service performance 
visits as appropriate. 
 
25. Mr Matthew Lee enquired if the written anti-sexual harassment policies 
drawn up by the NGOs were included in the documents of Service Quality 
Standards (SQSs) or separately formulated outside SQSs.  Miss Mina Chow 
responded that either case was acceptable.  While some NGOs might 
separately formulate their policies, some had already included “sexual 
harassment” as one of the abuse types in the documents of SQS 16 (free from 
abuse) which required service units to take all reasonable steps to ensure service 
users being free from abuse. 
 
 
Agenda Item 5 - Any Other Business 
 
Additional resources to meet the electricity cost in the provision of full 
air-conditioning for subvented residential care services 
 
26. Mr Daniel Wong reported that additional recurrent funding of about 
$42 million would be provided to enhance the Other Charges provision of 
NGOs operating subvented residential care service units in meeting the cost of 
full air-conditioning to improve the service quality and relieve the financial 
burden of service users.  The initiative would be implemented in 2017-18 and 
would cover 475 service units and benefit around 17 000 service user. 
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27. Mr Matthew Lee was pleased to know the additional provision and 
enquired if such provision could benefit service users living in the private 
residential care homes under the Bought Place Scheme (BPS) or Enhanced 
Bought Place Scheme (EBPS).  The Chairman informed that the enhanced 
measure would not cover private residential care homes under BPS or EBPS but 
SWD might explore the possibility of extending the provision to them in the 
future.   
 
Civil service pay adjustment for 2017-18 
 
28. Ms Cherry Tsui reported that the Finance Committee (FC) did not have 
time to consider the 2017-18 Civil Service Pay Adjustment (CSPA) proposal 
before its 2016/17 legislative session ended in July 2017.  The proposal would 
only be considered by the FC after the commencement of 2017/18 legislative 
session.  The proposal included an increase of 1.88% of the pay points in the 
directorate and upper salary bands for civil servants and an increase of 2.94% of 
the pay points in the middle and lower salary bands for civil servants. As a 
standing policy, additional subvention arising from CSPA would be backdated 
to 1 April 2017. 
 
29. The Secretary for Labour and Welfare (SLW) already sent a letter to the 
170 subvented NGOs by e-mail on 28 July 2017 to encourage the decision 
making bodies of NGOs to consider making a decision early to give their 
approval-in-principle to provide their staff with back payment of salary 
adjustment arising from CSPA, subject to the approval of FC for the proposal, 
for staff members who were still in post as at 1 April 2017.  With the approval 
of the FC for the CSPA proposal obtained, SWD would send a notification letter 
to NGOs as soon as possible. 
 
(Post-meeting note: The notification letter for this purpose was issued to NGOs 
on 31 October 2017.) 
 
30. The Chairman addressed the concerns from NGOs’ management side 
on back payment arrangement.  From time to time, LegCo required SWD to 
provide some related figures and positions in respect of the NGOs’ back 
payment arrangement for the subvented staff and it was inevitable that NGOs 
would face the pressure on their arrangement.  On the one hand, she reassured 
that NGOs were vested with autonomy and flexibility in handling staff 
employment and remuneration matters under the LSGSS.  Some NGOs might 
determine their own human management policies by providing additional 
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allowance from CSPA to the existing staff with good performance in order to 
boost up staff morale.  She understood that no consensus had been reached in 
any BPM item so far in respect of the back payment arrangement for those 
subvented staff who had left the NGOs.  It was also not SWD’s position to set 
a uniform back payment arrangement for NGOs.  On the other hand, taking 
into account that the purpose of the additional subvention for salary adjustment 
was to raise subvented staff’s salary with retrospective effect from 1 April of the 
financial year, NGOs were encouraged to provide back payment for all 
subvented staff who were in post on 1 April. 
 
31. Members had exchanged views as summarised below - 
 

(a) Mr Matthew Lee enquired the number of NGOs adopting and not 
adopting the back payment arrangement for subvented staff who had 
left the NGOs; 
 

(b) Mr Yip Kin-chung deemed it reasonable for subvented staff to get 
their entitled sum of salary adjustment back from CSPA and 
considered that NGOs, under the coordination of HKCSS, should 
have consensus on the back payment arrangement for those 
subvented staff who had left the NGOs; 

 
(c) Mr Sin Kin-ming echoed that the NGOs should have consensus on 

the back payment arrangement; and 
 

(d) Mr Chua Hoi-wai considered that CSPA was one of the adjustment 
factors for salary adjustment and NGOs should be given autonomy 
and flexibility to use their LSG resources on staff and related 
operating expenses.  However, many NGOs felt much pressured 
since more restrictions had been imposed on the use of LSG.  Some 
staff unions also cited SWD’s support for back payment for staff who 
had left the organisations.  He considered that it was proper and 
reasonable for NGOs to follow the requirement stipulated in the 
BPM. 
 

32. The Chairman understood that there would be different angles on the 
issue from NGO management and staff side.  She reminded that, as stipulated 
in the BPM, NGOs were required to handle the additional subvention for salary 
adjustment by making timely adjustment of the salaries for all subvented staff. 
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Financial management of NGOs 
 
33. Members from staff side mentioned a recent incident concerning an 
NGO’s layoff action which had been reported to some staff unions with wide 
media coverage and public concern.  Their concerns were highlighted below- 
 

(a) Mr Sin Kin-ming noted that some NGOs had launched 
non-subvented projects which were out of the service monitoring of 
SWD.  He enquired the extent of services affected in the incident; 
how to provide assistance for those staff involved in the layoff action; 
and any precaution measures that would be taken to prevent similar 
incident from happening; and 
 

(b) Mr Matthew Lee reflected staff’s strong request for suspension of 
the layoff action pending full investigation on the incident.  He also 
enquired if any assistance could be offered to those staff involved.  
He queried the drastic drop of LSG Reserve of the concerned NGO 
within a short period of time and there appeared no restrictions 
imposed on the NGOs in using LSG.  Though the NGO in question 
was appreciated for its efforts to fill the service gap in the community 
by expanding their service projects, it had the responsibility to ensure 
smooth operation of all the projects once started. 
   

34. The Chairman reported that upon learning the incident from the media, 
SWD had immediately held urgent meetings with the board members and senior 
management of the NGO in question.  The NGO was requested to provide 
their latest financial information for SWD’s perusal and checking.  They were 
also required to provide detailed written reports to give a full account of the 
incident including the financial forecast and their remedial follow-up actions.  
The NGO had then followed SWD’s advice to meet their staff to allay their 
concern and doubts and made an urgent appeal to all subvented NGOs in the 
sector to explore job opportunities for the affected staff.  The complaints on the 
NGO had been referred to the LSG Independent Complaints Handling 
Committee (ICHC) for investigation.  SWD would consider suitable follow-up 
actions, including sanctions where necessary, after receiving ICHC’s 
recommendation.   
 
35. Arising from the incident, it would be desirable for all NGOs to 
strengthen financial management and engage financial consultants to carry out 
actuarial and related studies to ascertain whether their financial position was 
able to sustain service continuity and whether preventive measures would need 
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to be taken.  NGOs had been requested to review and strengthen their existing 
financial monitoring mechanism including internal control as well as risk and 
crisis management.  In case there were any substantial financial changes or 
plan to lay off a large number of staff, NGOs should give prior notification to 
SWD as soon as possible to explore solutions.     
 
36. Members’ views were summarised as follows- 
 

(a) Mr Yip Kin-chung was concerned about the number of staff 
involved in the layoff plan with their employment contracts yet to be 
finished.  He wondered if the insufficient amount of funding could 
be settled by the NGO’s LSG Reserve so that the staff involved 
could finish their employment contracts.  He also opined that the 
NGO should have informed SWD before implementing the layoff 
plan; 
 

(b) Mr Chua Hoi-wai considered that to prevent similar incidents from 
happening, SWD should review NGOs’ AFRs and make early 
identification as to whether some NGOs had any possible financial 
difficulties;   

 
(c) Dr Ricky Szeto perceived the incident as corporate management 

failure of the NGO in question.  Under the LSGSS, the Government 
should not set too many restrictions on the NGOs’ use of public 
money but it might be worth reviewing the related policies on how to 
monitor NGOs’ financial management.  He also considered that 
additional subventions for NGOs to hire accountant(s)/ accounting 
service be useful for audit and financial management purpose.  He 
was also concerned about the unreasonable high remunerations of the 
top three tiers of some NGOs; 

 
(d) Mr Stephen Hung proposed to impose requirements on the NGOs to 

alert SWD by making remarks in their AFRs in case of any adverse 
financial condition or deficit shown in their balance; 

 
(e) Dr Jane Lee opined that the incident was a financial management 

problem of the NGO in question but it was not necessary for SWD to 
further impose new requirements on all NGOs.  In fact, NGOs 
should have in place proper financial strategies on their financial 
management and due consideration should be given to using the LSG 
Reserve to tackle some unanticipated financial problems to forestall 
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adverse impact on NGOs’ financial sustainability.  She believed that 
some large sized NGOs should have no difficulty in hiring an 
accounting team.  But for those medium and small sized NGOs, 
they might not have adequate resources to do so.  Hence, utilisation 
of a joint financial management system or sharing of resources 
among the NGOs could be considered; 

 
(f) Ms Teresa Lee wondered why the financial crisis of the NGO in 

question could not be identified earlier by the auditor.  There should 
be some signals showing the NGO’s risk of financial problem so that 
some precautionary measures could be taken.  She also regarded the 
incident as the NGO’s own financial management problem; and 

 
(g) Ms Anna May Chan pointed out that the NGOs had been advised to 

seek SWD’s assistance when they anticipated to have any financial 
difficulties, as stipulated in the Recommendation 10 of the Review 
Report of the Lump Sum Grant Independent Review Committee 
(LSGIRC).   

 
37.  Mr Kok Che-leung responded that the NGO in question would refer 
some affected service users to their existing or other related service units.  The 
projects being affected also involved some supporting services such as internal 
staff training or related service studies, etc.  Meanwhile, some of the projects 
had been taken up by the NGO’s other service units.  Furthermore, the NGO 
had already hired a financial controller to manage its finance.  
 
38. Mr Kok Che-leung supplemented that under the LSG Manual and 
LSGIRC’s Review Report, NGOs should seek the advice of SWD when they  
anticipated to have any long term financial difficulties.  As stipulated in the 
Level One requirement of the BPM, NGOs were required to put in place plans 
to maximise use of the LSG and Provident Fund Reserves and to inform their 
staff members of the updated status of both Reserves.  NGOs were also 
required to have financial forecasts to determine the appropriate level of LSG 
Reserve and monitor it effectively through appropriate projections.  Since there 
could be different factors such as cash flow and staff turnover, etc. affecting an 
NGO’s temporary financial position, a deficit shown in the AFRs might not 
necessarily mean that the NGO had structural financial problem.  Arising from 
the recent incident, it was worth considering to draw up guidelines for NGOs to 
alert SWD in advance on any possible financial crisis such that there was 
adequate time to take measures to solve the problems. 
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39. The Chairman recapitulated that NGOs should approach SWD to 
explore what actions could be taken in case of financial difficulties.  SWD 
would discuss with the Hong Kong Institute of Certified Public Accountants to 
explore possible measures and services to prevent and tackle similar incidents. 

 
Review on enhancement of the LSGSS 
 
40. The Chairman sounded out Members on the imminent review relating 
to the enhancement of the LSGSS.  In 2008, LSGIRC was appointed to assess 
the overall effectiveness of the LSGSS and to identify areas and scopes for 
improvement.  Following the review, LSGIRC concluded that the principles of 
LSGSS were sound and the system worth retaining.  It put forward 36 
recommendations, which had been implemented fully in 2014.  After the 
review, the Government allocated $200 million recurrent subvention in 2008-09 
for NGOs to strengthen their administrative capacity and another $470 million 
recurrent subvention in 2014-15 to facilitate NGOs to strengthen their central 
administrative and supervisory support, recruit para-medical staff or hire 
equivalent services and enhance provision for Other Charges.  Moreover, the 
Government allowed NGOs to have one-time transfer of 64.9% of the Provident 
Fund (PF) surplus for Snapshot Staff (SS) to PF Reserve for non-SS in 2015-16 
to allow room to improve their PF schemes. 
 
41. As the last review was conducted almost 10 years ago and the welfare 
sector considered it necessary to enhance the LSGSS to underpin service 
developments, SLW had tasked SWD to set up a Task Force, which would be 
chaired by DSW and comprised members including some LegCo members, 
NGO management side, staff side, service users, professional bodies, 
independent persons with previous involvement in the LSGSS, LWB and SWD.  
Pending the discussions and views collected from the Joint Consultation Forums 
organised by HKCSS, Hong Kong Social Workers’ General Union, Hong Kong 
Social Workers Association and the Office of Hon Shiu Ka-chun (namely 
“Three Associations and One Party”), the Task Force would be formed to 
oversee and chart the review, including discussion and examination of specific 
areas to be covered under the LSG environment, consideration of the data to be 
collected, as well as the findings and recommendations made by the 
consultant(s) if commissioned.  There would be a due engagement process 
with relevant stakeholders of the welfare sector in the course of the review.  
The Task Force would aim to complete the review in two years after 
confirmation of the scope for the review.  Details of the membership and terms 
of reference would be worked out shortly. 
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42. Members’ responses were summarised as follows - 
 

(a) Dr Jane Lee proposed that the Joint Consultation Forums should 
also allow participation from management side of NGOs exclusively; 
and representatives from NGOs of different sizes should be involved 
in the membership of the Task Force; and 

 
(b) Mr Chua Hoi-wai appreciated the Government’s good will in 

reviewing the LSGSS.  He supplemented that the Joint Consultation 
Forums comprising nine sessions would be held and welcomed all 
the stakeholders such as service users, social workers and non-social 
workers, etc. to attend the forums.  HKCSS would also conduct two 
additional forums targeting NGOs’ management staff and board 
members exclusively. 

 
43. The Chairman expected that the views collected from the Joint 
Consultation Forums and additional forums conducted by HKCSS would be 
ready soon so that the Task Force would start the review with the outcomes of 
their consultation as early as possible.  She considered engagement with the 
stakeholders in the welfare sector crucial in the review.  To facilitate data 
collection, commissioning a consultancy study for the review would be 
considered where necessary. 
 
Date of Next Meeting 
 
44. There being no other business, the meeting ended at 12:00 noon  The 
date of the next meeting would be fixed in due course. 
 
 
Social Welfare Department 
April 2018 
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