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Clerk to Public Accounts Committee 
Legislative Council Secretariat 
Legislative Council Complex 
1 Legislative Council Road 
Central, Hong Kong 

(Attn: Mr Anthony Chu) 
[Fax No.: 2543 9197] 
 
 
Dear Mr Chu, 
 

Public Accounts Committee 
 

Director of Audit's Report No. 73 
 

Chapter 2: Provision of consultancy, research and development and 
training services by the Hong Kong Productivity Council 

 
 

I refer to your letter of 3 December 2019 and would like to provide 
the following information as requested by the Committee - 
 
 

(a) "Memorandum of Administrative Arrangements on the 
Administration of the Subvention for the Hong Kong Productivity 
Council" (MAA) and details of the revisions in 2009 

 
The Government of the Hong Kong Special Administrative Region 
and the Hong Kong Productivity Council (HKPC) entered into the 
first MAA in March 2003, and signed a new MAA (at Annex) in June 
2009, which has been adopted until now.  Compared with the version 
signed in 2003, the majority of the clauses in the original text have 
been retained in the current MAA, with revisions made to the 
following clauses - 
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 Paragraph 5.2 on the Government’s funding of the operation of 
the HKPC: as the Clothing Technology Demonstration Centre 
Company Limited, a subsidiary company of the HKPC, had 
already ceased operation in 2007, the clause relating to the use of 
part of the Government’s subvention to fund the recurrent 
operating cost of the subsidiary company was removed from the 
original text. 
 

 Paragraph 5.9 on the role of Government’s representatives in the 
Council of the HKPC: removing the clause in the original text 
which required public officers to act in the best interests of the 
HKPC where no conflict of interest arose, and adding the 
following clause to clarify the role of Government’s 
representatives in the Council -  

 
“The public officers sitting on the Council of the HKPC primarily 
represent the Government’s interests in priority over those of the 
HKPC.” 

 
 Paragraph 6.8 on the Government’s subvention to the HKPC: 

adding the following clause to the end of the original text -  
 

“The CIT will endeavour to advise the HKPC on the block grant 
draft estimate at least two months before the date specified by the 
CIT (paragraph 6.4) for the submission of the HKPC’s Annual 
Programme and Estimates.” 

 
 Paragraph 11.1 on the conditions of service for staff of the HKPC: 

removing the requirement in the original text that the terms and 
conditions of service of the HKPC’s staff might not be superior to 
those provided by the Government to comparable grades in the 
civil service, and changing the clause to read as follows -  

 
“The HKPC shall determine its staffing structure and appoint its 
staff on terms and conditions of service subject to the Council’s 
endorsement, and the approval pursuant to Section 6(1) of the 
HKPCO.” 

 
 Paragraph 17: adding a new clause to set out the non-legally 

binding effect of the MAA. 
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(b) Government’s subvention to the HKPC  
 

Recurrent subvention 
 

According to the MAA, the Government provides recurrent 
subvention to the HKPC in the form of annual block grant.  The 
level of annual block grant is determined in advance in accordance 
with the Government’s overall financial policy and guidelines 
prevailing from time to time.  Since 2010-11, the annual draft 
estimate of recurrent subvention was equivalent to the draft estimate 
of recurrent subvention of the preceding financial year plus the 
subvention provided to the HKPC for salary adjustment in the course 
of the preceding financial year.   
 
The Commissioner for Innovation and Technology (CIT) will advise 
the HKPC in the middle of the financial year the draft estimate of 
recurrent subvention for the following financial year, so that the 
HKPC can compile its Annual Programme and Estimates.  Upon 
approval by the Council, the HKPC will submit the Annual 
Programme and Estimates to the Government for approval.  After 
review by the Secretary for Financial Services and the Treasury, the 
Secretary for Innovation and Technology, with the authority delegated 
to him, will grant approval of the Annual Programme and Estimates 
of the HKPC in accordance with section 16(1) of the Hong Kong 
Productivity Council Ordinance.  The Innovation and Technology 
Commission (ITC) will then release the annual block grant to the 
HKPC monthly in equal instalments.  During the year, in accordance 
with the civil service salary adjustment rate of the subject financial 
year, the Government will release additional subvention to the HKPC 
for salary adjustment of its staff. 
 
One-off Subvention 
 
Apart from recurrent subvention, the Government may also allocate 
one-off subvention to the HKPC for specific non-recurrent purposes.  
The HKPC is required to provide a detailed proposal and a budget to 
the ITC.  Upon completion of the review, the ITC may apply for 
additional funding for the HKPC in accordance with the established 
mechanism.  In 2017-18 and 2018-19, the ITC disbursed $14.01 
million and $3.75 million to the HKPC respectively for the setting up 
of the Inno Space and the financing of its operation for the first two 
years. 
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Funding provided to the Automotive Platforms and Application 
Systems R&D Centre 

 
The Automotive Platforms and Application Systems Research and 
Development Centre (APAS) is one of the five research and 
development centres established by the Government in 2006.  Since 
its merger with the HKPC in November 2012, the APAS is now a 
division of the HKPC.  The Government regularly applies for 
funding from the Legislative Council to support the operating 
expenditure of the APAS, which is separately funded by the 
Innovation and Technology Fund.  The APAS is required to compile 
a work plan and a budget every year, and submit it to the CIT for 
approval after endorsement by the Business Development Committee 
under the Council of the HKPC.  The HKPC has set up a separate 
account for the APAS, and the funding provided to the HKPC and the 
APAS must be handled separately and no cross-subsidisation is 
allowed.  The HKPC and the APAS are required to submit to the ITC 
their respective annual audited accounts. 

 
 
 

Yours sincerely, 
 
 
 
 
 

(Ms Rebecca Pun) 
Commissioner for Innovation and Technology 

 
 
 
c.c.  Secretary for Innovation and Technology 
 Secretary for Financial Services and the Treasury 
 Chairman, Hong Kong Productivity Council 
 Executive Director, Hong Kong Productivity Council 
 Director of Audit 
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