APPENDIX 15

OUR REF:
YOUR REF:
TEL NO.:
FAXLINE:

(76) in SF(3) to HAB/CS/CR 7/7/8(C1) Pt. 4
CB(3)/PAC/R54
2594 6615
2802 4893

8 June 2010
Clerk, Public Accounts Committee
Legislative Council Building
8 Jackson Road
Central
(Attn: Ms Macy NG)
Dear Ms NG,
The Director of Audit’s Report on the
results of value for money audits (Report No.54)
Hong Kong Chinese Orchestra Limited (Chapter 6)
Thank you for your letter of 1 June 2010.
information is set out below:
(a)

The requested

Major performing arts groups are required to submit to the
Home Affairs Bureau (HAB) a Self-evaluation Report on an
annual basis according to the Funding and Services Agreement
(FSA). The groups, including the Hong Kong Chinese
Orchestra (HKCO), used to make reference to the reporting
format of the funding submissions for their Self-evaluation
Reports (please see template at Annex I).
HAB has worked out a detailed proforma to facilitate the groups
to report the performance results of their core programmes in
their respective Self-evaluation Report. The new proforma has
incorporated the recommendations put forth in the Audit Report.
It provides clear definitions and methodologies on the
performance information to be included in the Report, such as
the maximum venue capacity, the maximum audience capacity
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stated in an approved seating plan, the number of paid audience,
the number of complimentary tickets (including free tickets or
complimentary tickets paid by the arts group), and the formulas
for calculating ticket proceeds and ticket sale rates. Please refer
to Annex II for details.
(b)

Paragraph 3.23 of the Audit Report pointed out that the HKCO
had on two occasions arranged concerts as private functions for
commercial sponsors. Based on the discussion at the HKCO’s
Council meetings, the two concerts were arranged with the aims
to increase revenue and broaden the audience base. As such, our
observer did not raise objection to the arrangement. We also
note that the HKCO had paid full rental for hiring LCSD’s
venue for the said concerts and did not receive rental subsidy.

(c)

The artistic staff (including musicians, actors/ actresses and
dancers) of the performing arts groups subvented by HAB are
entitled to 12 to 56 days of annual leave in 2008/09*.

We would also like to take this opportunity to provide further
information on the clauses of the FSA. The FSAs between HAB and the
performing arts groups are in line with the prevailing government subvention
guidelines on support for subvented organisations. As reported to the Public
Accounts Committee (PAC) earlier, it has not been our intention to seek a
confirmation from an auditor on provisions of the FSA which touches on
non-financial matters. The performing arts groups have engaged their
auditors with the same understanding. We consider that the financial reports
(including detailed financial statements) submitted by the performing arts
groups had fulfilled the purpose of Annex C of the FSA of ensuring proper
management and control of government funding.
The subsequent
amendments to Annex C are made to reflect better the intention of the
clauses.
The Audit Commission suggested vide its letter to the PAC
dated 18 May 2010 that HAB should consider adopting measures to ensure
compliance by the HKCO and other performing arts groups with some of the
FSA clauses that are outside the audit scope. In light of the recommendation
of the Audit Commission, we will consult the Financial Services and the
Treasury Bureau and take appropriate follow-up actions.

*

The artistic staff of one of the performing arts groups are employed on a part-time basis. The annual leave
arrangement is not applicable to them.
- 149 -

Yours sincerely,

cc.

Chairman, Public Accounts Committee of the Legislative Council
Executive Director, Hong Kong Chinese Orchestra Limited
Secretary for Financial Services and the Treasury
Director of Audit
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