APPENDIX 10

11 December 2009
Ms Serena CHU
The Legislative Council
Legislative Council Building
8 Jackson Road
Central

Dear Ms CHU,
The Director of Audit’s Report on the
results of value for money audits (Report No. 53)
Administration of the Sports Subvention Scheme (Chapter 1)
In response to your letter of 3 December 2009, I am pleased to provide
the requested information concerning the Sports Subvention Scheme (the Scheme)
as follows –
(a) The 58 National Sports Associations (NSAs) currently receiving recurrent
subvention under the Scheme are listed at Annex A.
(b) A breakdown of the subvention granted to each of the NSAs by the Leisure
and Cultural Services Department (LCSD) from 2004-05 to 2009-10 is at
Annex B.
(c) A copy each of the Handbook for NSAs and the LCSD Operation Guidelines
are enclosed.
*Note by Clerk, PAC: The Handbook for NSAs and the LCSD Operation
Guidelines not attached.
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(d) Following the disbandment of the former Hong Kong Sports Development
Board (HKSDB) in April 2004, the responsibility for handling subvention
matters under the Scheme was handed over to LCSD. The number of NSAs
subvented under the Scheme increased from 57 in 2004-05 to 58 in 2007-08.
(i)

Each year, LCSD invites all the NSAs under the Scheme to submit
applications for subvention for the coming financial year. New
NSAs accepted for subvention under the Scheme will also be
invited to submit applications.

(ii) 10 categories of programmes are supported by the Scheme. Since
2007, we have grouped the 10 categories of programmes into four
broad types as followsInternational Competitions
(a) International Events Held Outside Hong Kong
(b) Local International Competitions
(i.e. International Competitions held in Hong Kong)
Squad Training
(c) National/Junior Squad Training Programme
(d) Regional Squad Training Programme
Development Programmes
(e) Development Schemes
(f) School Sports Programmes
(g) Local Competitions
(h) Community Sports Club Projects
Official Training
(i) Training of Officials
(j) Meetings/Conferences
Since 2004, we have been inviting NSAs to submit applications for
subvention under these 10 categories of programmes.
(e) The current subvention regime, including the methodology for determining
subvention, is largely inherited from the HKSDB and continues to be adopted
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by LCSD after it took over the Scheme in 2004. Two different approaches
are adopted for determining subvention for different categories of
programmes and the rationale is explained below.
The first approach, whereby the subvention is determined by netting off the
estimated income from the estimated expenditure, applies to the four
categories of Development Programmes, namely, Development Schemes,
School Sports Programmes, Local Competitions and Community Sports Club
Projects organized by NSAs. As the NSAs usually receive relatively steady
income (e.g. enrolment fees) from these development programmes, we adopt
the method of deducting the estimated income from the estimated eligible
expenditure before calculating the subvention. Moreover, the subvention is
subject to a ceiling calculated by applying the maximum subvention
percentage to the estimated eligible expenditure. For example, if the
estimated eligible expenditure of a development programme is $1,000 and the
estimated income is $200, we will provide a maximum subvention of $800
($1000-$200). However, if the estimated income is only $100, we will
provide a maximum subvention of $850 instead of $900 ($1000-$100) since
the relevant maximum subvention percentage for this category of
programmes is 85%.
The second approach, whereby the subvention is determined by applying the
maximum subvention percentage to the estimated eligible expenditure,
applies to the other six categories of programmes, namely, International
events held outside Hong Kong, Local International Competitions,
National/Junior Squad Training Programmes, Regional Squad Training
Programmes, Training of Officials, and Meetings/Conferences. As these
programmes are mainly competitions, meetings and training of NSA officials
which may not generate income, the subvention for these categories of
programmes is calculated by applying the relevant maximum subvention
percentage to the estimated eligible expenditure directly. For example, if the
estimated eligible expenditure of an international competition held outside
Hong Kong is $1,000, we will provide a maximum subvention of $850 since
the relevant maximum subvention percentage is 85%.
We will review the two different approaches as part of the comprehensive
review to be conducted for the current Sports Subvention System. The
review will commence in early 2010.
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(f) The LCSD Operational Guidelines stipulate a maximum subvention
percentage for each category of programme. Details are at Annex C. The
maximum subvention percentages were set by the former HKSDB and
continue to be adopted by LCSD since it took over the Scheme. Different
maximum subvention percentages are adopted for different categories of
sports programme having regard to the level of income that may be generated
from individual programmes, the nature of programme, the affordability of
the participants, and the relative importance of these programmes in
promoting the development of the sports concerned. For example, a higher
maximum subvention percentage (85% or above) is set for international
competitions held outside Hong Kong, national/junior/regional squad training
and school sports programme; and a lower percentage (say 50%) is set for
community sports club projects such as Fun Day and sport training
programmes for adults.
(g) Under the Scheme, we provide a lump sum subvention to each of the
following five categories of programmes, namely, the International events
held outside Hong Kong, National/Junior Squad Training Programmes,
Regional Squad Training Programmes, Training of Officials, and
Meetings/Conferences.
To enable our athletes to sharpen their skills through competing with top
overseas/Mainland athletes and to attain higher international rankings, the
NSAs arrange athletes to participate in various overseas/international
competitions. Prior to the competitions, the NSAs may arrange tailor-made
overseas squad training programmes to prepare their athletes for the
competitions and enhance their performance. In addition, it is also common
practice for organizers of international competitions to arrange
meetings/conferences and training/seminars for key NSA officials during the
competition period to keep the referees and officials abreast of the updated
rules and regulations for international competitions as well as the
development of the sports.
As the actual participation in international competitions depends on, among
other things, the performance, readiness and training strategy of the athletes,
there are often frequent changes in the competitions the NSAs will attend
during the year. Given the uncertainty, it would be difficult for the NSAs to
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come up with the exact funding required for taking part in international
competitions held outside Hong Kong almost one year in advance when they
submit the annual plan, and for LCSD to calculate the amount of subvention
to be given to NSAs for individual competitions, squad training and training
of officials. By adopting the lump sum subvention approach, the NSAs will,
on the one hand, have certainty over the funding they could use for
participating in overseas competitions/training and, on the other, adjust their
strategy for attending overseas competitions where necessary so as to attain
the greatest benefits for the development of their sports and to enable the
athletes to attain the best results in international competitions.
Notwithstanding that a lump-sum subvention is provided for the five
categories of programmes, LCSD still performs a vetting role to make sure
that the individual items of expenditure meet the eligibility criteria for
subvention and are within the ceiling set for the relevant expenditure items.
As for the other five categories of programmes, namely Local International
Competitions, Development Schemes, School Sports Programmes, Local
Competitions and Community Sports Club Projects, as the NSAs have better
control over the organization of these local programmes and the expenditure
incurred, it is not necessary to adopt the lump sum subvention approach for
these programmes and hence subvention is calculated on the basis of the
estimated expenditure for individual programmes.
Please feel free to contact me if you need further information.

Yours sincerely,

c.c. Secretary for Financial Services and the Treasury (fax no. 2147 5239)
Director of Audit (fax no. 2583 9063)
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