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 The Establishment of the Committee    The Public Accounts Committee is 
established under Rule 72 of the Rules of Procedure of the Legislative Council of the Hong 
Kong Special Administrative Region, a copy of which is attached in Appendix 1 to this 
Report. 
 
 
2. Membership of the Committee   The following Members are appointed by 
the President under Rule 72(3) of the Rules of Procedure to serve on the Committee: 
 

Chairman : Dr Hon Philip WONG Yu-hong, GBS 
  
Deputy Chairman : Hon Paul CHAN Mo-po, MH, JP 
 
Members : Hon Andrew CHENG Kar-foo 

Hon Abraham SHEK Lai-him, SBS, JP 
Hon Alan LEONG Kah-kit, SC 
Hon Starry LEE Wai-king 
Hon WONG Yuk-man 

 
 Clerk : Ms Miranda HON Lut-fo 
 
 Legal Adviser : Mr Arthur CHEUNG 
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 The Committee's Procedure    The practice and procedure, as determined by 
the Committee in accordance with Rule 72 of the Rules of Procedure, are as follows: 
 
 (a) the public officers called before the Committee in accordance with   

Rule 72 of the Rules of Procedure, shall normally be the Controlling 
Officers of the Heads of Revenue or Expenditure to which the Director of 
Audit has referred in his Report except where the matter under 
consideration affects more than one such Head or involves a question of 
policy or of principle in which case the relevant Director of Bureau of the 
Government or other appropriate officers shall be called.  Appearance 
before the Committee shall be a personal responsibility of the public 
officer called and whilst he may be accompanied by members of his staff 
to assist him with points of detail, the responsibility for the information or 
the production of records or documents required by the Committee shall 
rest with him alone; 

 
 (b) where any matter referred to in the Director of Audit's Report on the 

accounts of the Government relates to the affairs of an organisation 
subvented by the Government, the person normally required to appear 
before the Committee shall be the Controlling Officer of the vote from 
which the relevant subvention has been paid, but the Committee shall not 
preclude the calling of a representative of the subvented body concerned 
where it is considered that such a representative could assist the 
Committee in its deliberations; 

 
 (c) the Director of Audit and the Secretary for Financial Services and the 

Treasury shall be called upon to assist the Committee when Controlling 
Officers or other persons are providing information or explanations to the 
Committee; 

 
 (d) the Committee shall take evidence from any parties outside the civil 

service and the subvented sector before making reference to them in a 
report; 

 
 (e) the Committee shall not normally make recommendations on a case on 

the basis solely of the Director of Audit's presentation; 
 
 (f) the Committee shall not allow written submissions from Controlling 

Officers other than as an adjunct to their personal appearance before the 
Committee; and 

 
 (g) the Committee shall hold informal consultations with the Director of 

Audit from time to time, so that the Committee could suggest fruitful 
areas for value for money study by the Director of Audit. 

 



 
P.A.C. Report No. 52 – Part 2 

 
Procedure 

 
 

 

 - 3 -

2. Confidentiality undertaking by members of the Committee     To enhance 
the integrity of the Committee and its work, members of the Public Accounts Committee 
have signed a confidentiality undertaking.  Members agree that, in relation to the 
consideration of the Director of Audit's reports, they will not disclose any matter relating to 
the proceedings of the Committee that is classified as confidential, which shall include any 
evidence or documents presented to the Committee, and any information on discussions or 
deliberations at its meetings, other than at meetings held in public.  Members also agree to 
take the necessary steps to prevent disclosure of such matter either before or after the 
Committee presents its report to the Council, unless the confidential classification has been 
removed by the Committee.     
 
 
3. A copy of the Confidentiality Undertaking signed by members of the Committee 
has been uploaded onto the Legislative Council website.   
 
 
4. The Committee's Report  This Report by the Public Accounts Committee 
corresponds with Report No. 52 of the Director of Audit on the results of value for money 
audits which was tabled in the Legislative Council on 22 April 2009.  Value for money 
audits are conducted in accordance with the guidelines and procedures set out in the Paper 
on Scope of Government Audit in the Hong Kong Special Administrative Region - 'Value 
for Money Audits' which was tabled in the Provisional Legislative Council on 11 February 
1998.  A copy of the Paper is attached in Appendix 2. 
 
 
5. The Government's Response  The Government's response to the 
Committee's Report is contained in the Government Minute, which comments as 
appropriate on the Committee's conclusions and recommendations, indicates what action 
the Government proposes to take to rectify any irregularities which have been brought to 
notice by the Committee or by the Director of Audit and, if necessary, explains why it does 
not intend to take action.  It is the Government's stated intention that the Government 
Minute should be laid on the table of the Legislative Council within three months of the 
laying of the Report of the Committee to which it relates. 
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 Consideration of the Director of Audit's Report tabled in the Legislative 
Council on 22 April 2009    As in previous years, the Committee did not consider it 
necessary to investigate in detail every observation contained in the Director of Audit's 
Report.  The Committee has therefore only selected those chapters in the Director of 
Audit's Report No. 52 which, in its view, referred to more serious irregularities or 
shortcomings.  It is the investigation of those chapters which constitutes the bulk of this 
Report.    
 
 
2. Meetings   The Committee held a total of 11 meetings and six public hearings 
in respect of the subjects covered in this Report.  During the public hearings, the 
Committee heard evidence from a total of 23 witnesses, including three Directors of 
Bureau.  The names of the witnesses are listed in Appendix 3 to this Report.  A copy of 
the Chairman's introductory remarks at the first public hearing in respect of the Director of 
Audit's Report No. 52 on 5 May 2009 is in Appendix 4. 
 
 
3. Arrangement of the Report   The evidence of the witnesses who appeared 
before the Committee, and the Committee's specific conclusions and recommendations, 
based on the evidence and on its deliberations on the relevant chapters of the Director of 
Audit's Report, are set out in Chapters 1 to 3 of Part 4 below.     
 
 
4. The audio record of the proceedings of the Committee's public hearings is 
available on the Legislative Council web site for the public to listen to. 
 
 
5. Acknowledgements   The Committee wishes to record its appreciation of the 
cooperative approach adopted by all the persons who were invited to give evidence.  In 
addition, the Committee is grateful for the assistance and constructive advice given by the 
Secretary for Financial Services and the Treasury, the Legal Adviser and the Clerk.  The 
Committee also wishes to thank the Director of Audit for the objective and professional 
manner in which he completed his Reports, and for the many services which he and his 
staff have rendered to the Committee throughout its deliberations. 
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A. Introduction 
 
 The Audit Commission ("Audit") conducted a review of the Equal Opportunities 
Commission ("EOC")'s activities, focusing on the following areas: 
 

- corporate governance; 
 

- complaint handling procedures;  
 

- duty visits outside Hong Kong;  
 

- seminars;  
  

- procurement and management of stores;  
 

- other administrative issues; and 
 

- performance reporting in Controlling Officer's Report ("COR").  
 

 
2. The Committee held four public hearings on 5, 11 (two sessions) and 14 May 
2009 respectively to receive evidence on the findings and observations of the Director of 
Audit's Report ("Audit Report").   
 
 
3. Mr Stephen LAM Sui-lung, Secretary for Constitutional and Mainland 
Affairs, made an opening statement at the Committee's first public hearing on 5 May 2009.  
The full text of his statement is in Appendix 5.   
 
 
B. Handling of the draft Audit Report 
 
4. The Committee noted from press reports that some EOC Board Members had 
criticised the way the Chairperson, EOC, had handled the draft Audit Report, claiming that 
he had withheld from them the draft Audit Report and the EOC's response to the draft.  
They were dissatisfied that the Chairperson had centralised all powers in himself.  It was 
only at the insistence of Board Members that the Chairperson let them have sight of the 
draft Audit Report.  The Committee invited the Chairperson's response to such reports, and 
enquired about the details of how he had handled the draft Audit Report. 
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5. Mr Raymond TANG Yee-bong, Chairperson, EOC, said that: 
 

- he received the draft Audit Report from Audit on 13 February 2009, and was 
given two weeks to provide a formal EOC's response to the draft.  A few 
days later, he received a letter from the Secretary for Financial Services and 
the Treasury, in which the importance of maintaining the confidentiality of 
the draft Audit Report before its tabling in the Legislative Council ("LegCo") 
was emphasised. Audit had also sent him a letter earlier, stressing the 
confidentiality requirements regarding the value for money audit, and the 
need to restrict the circulation of the draft on a need-to-know basis; 

 
- to protect the integrity and confidentiality of the draft Audit Report, and since 

the issues raised in the Audit Report mainly concerned the EOC's internal 
operations, he had adopted a narrow interpretation of the need-to-know 
requirement by only involving relevant staff of the EOC to prepare a response 
to Audit.  During the process, the Director (Planning and Administration), 
Head (Corporate Communications and Training), Senior Equal Opportunities 
Officer (Administration and Personnel) and an Accountant had read the draft; 

 
- however, he considered that it would not be appropriate if Board Members 

were not informed of the EOC's response to Audit before the release of the 
Audit Report.  He therefore decided to raise the matter under the agenda 
item "Any Other Business" ("AOB") at the EOC's regular meeting on 
19 March 2009;    

 
- at the meeting on 19 March 2009, he verbally informed Board Members that 

initial response had been provided to Audit "in view of the confidential 
requirements on the handling of the audit report and the pressing time 
schedule provided by the Audit Commission".  Members however 
considered that they should have sight of the draft Audit Report and the 
EOC's response, and strongly requested that a meeting be convened as soon as 
possible to discuss the matter; 

 
- as a result, a special meeting was held on 26 March 2009.  Board Members 

made comments on the draft Audit Report and the EOC's response, and 
proposed some amendments.  Board Members' comments were forwarded to 
Audit afterwards, and Audit had included all the proposed amendments in the 
final Audit Report; and 

 
- he definitely had no intention to withhold the draft Audit Report from Board 

Members, as the Audit Report would be published anyway.  He was only 
concerned about the possible breach of the confidentiality requirements, 
which had time and again been stressed by the Administration and Audit.  
With hindsight, he should have accepted the risks of possible leakage, and 
engaged the Board at an earlier stage after receipt of the draft Audit Report. 
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6. The Committee noted from the notice and agenda of the meeting held on 
19 March 2009 issued on 26 February 2009 (in Appendix 6) that there was no mention  
that the draft Audit Report would be discussed under the agenda item AOB.  On 16 March 
2009, a revised agenda (in Appendix 7) was issued with an item "Terms of Reference of the 
Legal and Complaints Committee" added under AOB, but the draft Audit Report was still 
not included as a discussion item.  The Committee queried why the Chairperson had not 
given notice to Members regarding the discussion of the draft Audit Report, although he 
could do so on two occasions, i.e. when issuing the first agenda and the revised agenda of 
that meeting. 
 
 
7. The Chairperson, EOC, said that he had not set out the specific discussion item 
in order to protect the confidentiality of the draft Audit Report.  During the audit exercise, 
Audit and the Administration had sent a strong message to him that the confidentiality 
requirements had to be strictly observed.  Therefore, he intended to give a verbal report to 
Board Members at the meeting on 19 March 2009 and listen to their views first.       
 
 
8. According to the minutes of the EOC meeting held on 26 March 2009, the draft 
Audit Report and the EOC's response to Audit were only tabled at the meeting, and Board 
Members had just about 30 minutes to read the relevant documents before the discussion 
took place.  The Committee asked whether such arrangement reflected that the 
Chairperson had no trust in the Board Members.   
 
 
9. The Chairperson, EOC, responded that every Board Member should understand 
the confidentiality requirements which were stipulated in the relevant EOC guidelines for 
Board Members.  However, in the past decade, leakages of confidential information of the 
EOC occurred from time to time, and had already damaged the public image of the EOC.  
He therefore tried to protect the confidentiality of the draft Audit Report by requiring Board 
Members to sign a Declaration of Confidentiality before giving them a copy of the relevant 
documents, in case any leakage might hurt the reputation of the EOC again. 
 
 
10. The Committee also noted from press reports that a Board Member claimed that 
the Chairperson had not provided the part of the draft Audit Report relating to his life 
insurance coverage to Board Members at the meeting on 26 March 2009, and asked whether 
this was the case.  The Chairperson, EOC, answered in the negative and said that he had 
provided the full version of the draft Audit Report to each Board Member. 
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11. In response to the Committee's request, the Chairperson, EOC, provided the 
audio record of the EOC's meetings held on 19 and 26 March 2009.  According to the 
audio record of the EOC's meeting held on 19 March 2009, the Chairperson informed Board 
Members that he had tried to request Audit to allow Board Members to have sight of the 
draft Audit Report but in vain.  The Committee asked when the request was made with 
Audit, and about Audit's stance on the matter. 
 
 
12. The Chairperson, EOC, said that the EOC held a meeting with Audit on 
10 February 2009 to discuss the draft Audit Report.  Staff of the Constitutional and 
Mainland Affairs Bureau ("CMAB") also attended the meeting.  During the meeting, he 
received a strong message from Audit that if the draft Audit Report was to be discussed at a 
Board meeting, it might be difficult to safeguard the confidentiality of the document. 

 
 

13. Mr Benjamin TANG, Director of Audit, responded that: 
 

- the EOC Chairperson's statement was not true.  On the contrary, Audit had 
always expected that the Board would participate in the consideration of the 
audit findings.  This could be seen from his letter dated 24 September 2008 
to the Chairperson (in Appendix 8) when Audit commenced its review at the 
EOC;  

 
- it was stated in the letter that "The purpose of this letter is to draw your 

attention to the agreed arrangements between the Public Accounts Committee 
(PAC) and the Administration in upholding confidentiality of value for money 
(VFM) audit reports.  You are kindly requested to take necessary action to 
ensure that the Equal Opportunities Commission (EOC), its Committees and 
staff who are involved in the VFM audit or have access to the VFM audit 
report (either in draft form or in final version), are made aware of these 
requirements and abide by them".  By mentioning the EOC and its 
Committees, Audit obviously had not excluded Board Members from access 
to the draft Audit Report, as long as they abided by the confidentiality 
requirements; 

 
- further, it was stated in the same letter that "Under no circumstances should 

the EOC, its Committees and staff disclose in public the issues covered in the 
draft audit report.  Even if they are tackled by the media, they should refrain 
from speaking or confirming the audit issues".  Again, Audit already 
assumed that the EOC and its Committees would participate in the process of 
considering the draft Audit Report; and     

 
- he had also instructed his staff to remind the EOC to engage the Board in the 

consideration of audit findings.   
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14. In response to the Director of Audit's comments, the Chairperson, EOC, said 
that: 
 

- he did not want to confront what the Director of Audit had said.  In fact, the 
Director did not attend the meeting on 10 February 2009.  During the audit 
review, he was not asked or encouraged to engage the Board Members; and 

   
- in the letter dated 16 February 2009 from the Secretary for Financial Services 

and the Treasury to himself (in Appendix 9), it was stated that there had been 
extensive leakage of the Audit Report in the past, and the Chief Secretary for 
Administration personally wrote to the Public Accounts Committee Chairman 
to reassure him of the Administration's commitment to maintain the draft 
Audit Report in confidence.  Guidelines for handling the draft Audit Report 
were also attached to the letter.  He therefore took a serious view of the 
confidentiality requirements.       

 
 
15. Responding to the Committee's enquiry on who attended the meeting on 
10 February 2009, Mr Joseph YING Kwok-wing, Assistant Director of Audit, said that 
he attended the meeting on that day.  He clearly remembered using the word "engage" 
when reminding the EOC of the need to observe the confidentiality requirements during the 
process of engaging the Board.  However, there was no record of that meeting, and it 
seemed that the EOC had received a different message.  Audit would definitely not ask the 
Chairperson not to disclose the draft Audit Report to Board Members.  This was just 
common sense. 
 
 
16. Mr Arthur HO Kin-wah, Deputy Secretary for Constitutional and Mainland 
Affairs, also said that he attended the meeting on that day.  At the meeting, most of the 
time was devoted to the discussion of the draft Audit Report, and the importance of 
confidentiality requirements was also mentioned.  There was no detailed discussion on 
whether the draft Audit Report should be provided to the Board. 
 
 
17. To prevent the recurrence of similar situation, the Committee asked whether, in 
future, Audit would consider requiring an auditee which was a non-governmental 
organisation to seek its governing body's endorsement of the organisation's response to the 
draft Audit Report. 
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18. The Director of Audit said that: 
 

- Audit's practice had been to verbally remind the auditee to engage its 
governing body in the consideration of audit findings.  As to how the 
governing body was to be consulted or involved, it would be up to the 
individual organisations.  From past experience, the Hong Kong Applied 
Science and Technology Research Institute Company Limited, the Hong 
Kong Tourism Board and the Consumer Council had all engaged their 
governing bodies in considering the draft Audit Report;   

 
- Audit had expected the EOC to engage the Board because the Audit Report 

had mentioned problems in corporate governance, Board Members' 
attendance rates at Board/Committee meetings, and their participation in the 
duty visit to Beijing, etc; and 

 
- Audit would consider whether in future, it was necessary to clearly specify the 

need to engage the governing body in the consideration of the audit findings. 
 
 
19. The Committee then enquired about the comments made by Board Members on 
the draft Audit Report and the EOC's response at the meeting on 26 March 2009, and what 
the proposed amendments were.   
 
 
20. The Chairperson, EOC, said that: 
 

- some Board Members found certain audit observations unfair, as efforts made 
by the EOC in saving costs were not duly recognised simply because there 
was procedural impropriety.  Whilst accepting the audit recommendations, 
Board Members considered that the EOC should strengthen its response to 
Audit by explaining the reasons behind a decision and efforts made in 
cost-saving; and    

 
- Board Members' comments were then incorporated into the EOC's response as 

a revised version and sent to Audit on 27 March 2009. 
 
 
21. The Director of Audit supplemented that: 
 

- noting that the EOC would hold a Board meeting on 26 March 2009 to 
discuss the draft Audit Report, Audit had waited for the EOC's comments so 
that they could be incorporated in the Audit Report to be finalised on 
27 March 2009 for printing; and 
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- the EOC's proposed amendments mainly covered three points, which had 
been included in paragraphs 2.5 (Board Members' views on the separation of 
the posts of the Chairperson and the Chief Executive Officer ("CEO")), 
4.18(f) (the EOC's approach in handling the lunch expense of $540) and 
5.16(a) (Board Members' efforts in trimming the budget for a seminar) of the 
Audit Report.   

 
 
22. According to the audio record of the EOC's meeting on 26 March 2009, during 
the exchange of views among the Chairperson, certain Board members and the Director 
(Planning and Administration), there were comments that some of the audit findings were 
trivial and insignificant, and many organisations had similar problems.  There were also 
comments that from a public relations perspective, there could be serious consequences if 
the EOC did not accept the audit observations and recommendations.  It appeared to the 
Committee that the EOC was not serious in accepting the audit findings as genuine 
problems which needed to be addressed. 
 
 
23. In response to the Committee's concern, the Chairperson, EOC, said that: 
 

- it was an opportune time for the EOC to come under an objective review by 
Audit.  He welcomed the audit examination and was grateful to the efforts 
made by Audit staff; and 

 
- as a statutory body with over 12 years' history, the EOC had developed its 

own way and system to carry out its business.  The benefit of hindsight was 
always a perfect sight, and there were always better ways of doing the same 
thing.  The EOC would continue to make improvements.  

 
 
24. On the comments that some audit findings were trivial, the Director of Audit 
said that: 
 

- in conducting audit reviews, Audit was not only concerned about the amount 
of money involved in a non-compliance case, but also the principle governing 
the use of public funds; and  

 
- in its formal response to Audit, the EOC had accepted all the audit 

recommendations.  Audit, the Administration and the Public Accounts 
Committee would continue to follow up the EOC's progress in implementing 
these recommendations. 
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25. The Secretary for Constitutional and Mainland Affairs also said that he did 
not agree using the amount of money involved to judge the importance of a problem.  
Such comments were inappropriate as the EOC was using public money to provide service 
to the community.  
 
 
C. Corporate governance  
 
Governance structure 
 
26. According to paragraph 2.11 of the Audit Report, the results of past reviews 
conducted by three different parties (the EOC, the Independent Panel of Inquiry and the 
Home Affairs Bureau ("HAB")) had all pointed to the need to separate the posts of the 
Chairperson and the CEO in the EOC, in order to provide an effective system of checks and 
balances.  However, there had been a lack of progress on the matter after the meeting of 
the LegCo Panel on Home Affairs held in January 2006.  The Committee enquired about 
the EOC's views regarding the separation proposal, and the reasons for the lack of progress 
of the matter. 
 
 
27. The Chairperson, EOC, said that: 
 

- the EOC had spent a lot of time discussing the three reviews and following up 
the recommendations therein.  Board Members generally supported the 
separation of the two posts, provided that any change would achieve the 
desired result of strengthening the governance structure and would not affect 
the EOC's importance and ability in administering the anti-discrimination 
legislation; and 

 
- in order that the CEO post could provide an effective system of checks and 

balances, the CEO should be an ex-officio executive member in the EOC 
Board with a statutory role.  Such change would require legislative 
amendments, which had to be initiated by the Administration. 

 
 
28. Regarding the progress of the matter, the Secretary for Constitutional and 
Mainland Affairs said that: 
 

- at the meeting of the Panel on Home Affairs held in January 2006, the HAB 
explained the separation proposal to LegCo Members by making reference to 
a review of the corporate governance of similar public bodies.  However, 
some LegCo Members raised strong reservations towards the separation 
proposal.  They were of the view that as the EOC was responsible for 
safeguarding human rights and due to its unique nature, it was inappropriate 
to compare the governance structure of the EOC with other public bodies, 
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which largely operated on the basis of commercial principles.  Besides, the 
proposal might result in a situation where the EOC would become 
executive-led and the Chairperson would be sidelined.  In view of the 
reservations expressed, the HAB had decided not to take the matter forward; 
and 

 
- since the CMAB took over from the HAB the policy responsibility relating to 

human rights in July 2007, it had assessed when and how the matter should be 
followed up.  The publication of the Audit Report provided a good 
opportunity to revisit the matter.  The CMAB would consult the LegCo 
Panel on Constitutional Affairs later, and listen to further views expressed by 
LegCo Members regarding the proposal, in order to bring the matter to a 
satisfactory conclusion.  

     
 
29. Since there was no government member sitting on the EOC Board, the 
Committee asked how the Administration could ensure that the EOC followed the 
guidelines and good practices on sound corporate governance. 
 
 
30. The Secretary for Constitutional and Mainland Affairs said that: 
 

- since the EOC was an independent statutory body, it operated on its own 
according to the statutory requirements.  The Administration's 
responsibilities were mainly to appoint the EOC Chairperson and Board 
Members, allocate resources to the EOC to ensure that it could carry out its 
statutory functions, and make recommendations for legislative proposals or 
amendments; 

 
- the CMAB was kept informed of the work of the EOC through various 

channels.  For example, the EOC would provide the CMAB with a monthly 
financial report and a quarterly report on the progress of its work in 
implementing the four anti-discrimination ordinances.  Moreover, the 
Deputy Secretary of the CMAB would hold a meeting with the EOC 
Chairperson and his staff every six months to exchange information or views; 
and  

 
- the Administration had provided the government guidelines on good corporate 

governance to the EOC, and would also issue other government guidelines, 
such as those on tendering, procurement and financial management, to the 
EOC for reference as and when necessary.    
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31. Since the regular reports and meetings mentioned above would not cover 
problems in corporate governance and internal control, the Committee asked: 
 

- how the Administration could strengthen monitoring in such aspects to ensure 
the proper use of public funds; and  

 
- whether the EOC would consider setting up an additional committee, or 

expanding the terms of reference of its Administration and Finance 
Committee, to oversee corporate governance, internal control and compliance 
matters.   

 
 
32. The Secretary for Constitutional and Mainland Affairs said that although 
some instances of improper expenditure identified by Audit did not involve a large amount, 
they did reveal that the EOC needed to improve its financial control and management.  In 
view of this, the CMAB was considering allocating funding to the EOC to engage external 
auditors (with expertise in management) to follow up the various issues identified by Audit, 
and to enhance the EOC's internal financial control and management capabilities.  The 
auditors' recommendations and reports would also be made public, so that the LegCo and 
the public could be kept informed of the improvement work, thereby re-gaining confidence 
in the EOC.  Subject to the EOC's agreement to the suggestion, the CMAB would provide 
funding to the EOC to carry out the work.   
 
 
33. The Chairperson, EOC, stated in his letter of 19 June 2009 in Appendix 10 that 
at the EOC's 80th meeting held on 18 June 2009, it was decided that the Administration and 
Finance Committee and the respective convenors and deputy convenors of the other three 
Committees would be tasked with the responsibility for overseeing corporate governance 
and compliance matters as well as following up the audit recommendations. 

 
 

34. In the light of the multifarious problems in governance and administration 
identified by Audit, and the fact that the Chairperson was the only full-time executive head 
of the EOC, the Committee asked:  
 

- how the Chairperson would evaluate his own performance, particularly in 
leading the EOC to achieve a high standard of corporate governance and 
management;  

 
- whether the problems were due to the over-concentration of powers in the 

Chairperson under the existing governance structure; and 
 
- whether the Administration would review the criteria for selecting the 

Chairperson of the EOC in future.   
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35. The Chairperson, EOC, said that: 
 

- it was not up to him to give an assessment of his performance.  After the 
deletion of the CEO post in 2000, the Chairperson had become the only 
full-time executive head and he had to shoulder many responsibilities and 
make decisions in relation to daily operations.  Other Board Members were 
only appointed on a part-time basis.  This weak governance structure might 
have left the public with the impression that he, as the Chairperson, had acted 
on his own and there was no safeguard to check his powers; 

 
- the EOC had established four Committees to oversee various aspects of the 

EOC's operations.  To allow Board Members to have more direct 
participation in the EOC's work, he was only the convenor of the Legal and 
Complaints Committee, and was not even members of the other three 
Committees; and 

 
- despite the problems indentified by Audit in governance and administration, 

the EOC had done a great job in promoting equal opportunities and 
implementing the anti-discrimination ordinances. 

 
 
36. On the selection criteria of the Chairperson, the Secretary for Constitutional 
and Mainland Affairs said that: 
 

- in appointing the previous Chairpersons of the EOC, the Government had 
appointed people with experience in public service and expertise in promoting 
equal opportunities.  Learning from past experience, and having regard to the 
Audit Report, the future appointee should also have experience in managing a 
medium-sized organisation, and be able to positively promote the work of the 
EOC to the public.  The Chairperson should also be able to cooperate with 
Board Members; and 

 
- he was prepared to recommend to the Chief Executive of the Hong Kong 

Special Administrative Region ("HKSAR") that the EOC Chairperson for the 
term starting from January 2010 should be recruited through open recruitment 
procedures. 

 
 
37. The Committee asked whether the Director (Planning and Administration) of the 
EOC, as the most senior staff (at Directorate Pay Scale Point 2) responsible for 
administrative matters, had advised the Chairperson of the governance problems and made 
recommendations for improvement. 
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38. Mr Michael CHAN, Director (Planning and Administration), EOC, said that 
like other EOC staff, he assisted the Chairperson in his daily work, and made 
recommendations to the Chairperson from time to time.  For example, he had suggested 
that measures be taken to familiarise Board Members with the work of the EOC and to 
facilitate team building.  At the EOC's bi-weekly Monday Group meetings, senior staff of 
different divisions also met with the Chairperson to discuss work strategies and progress, 
and make various recommendations.  As to the handling of the draft Audit Report, he and 
other staff had also given their views to the Chairperson, who then made the final decision.   
 
 
Board and Committee meetings 
 
39. According to paragraph 2.15 of the Audit Report, the attendance rates of some 
Board Members were low.  During the period from April 2007 to September 2008, 
a Member attended only one (11%) of the nine Board meetings held.  Another Member 
attended only four (44%) of the meetings.  Five Members attended less than 40% of the 
Committee meetings.  Paragraphs 2.17 and 2.20 also pointed out that although the 
attendance rates of some Board/Committee Members were low, they were still re-appointed.  
The Committee enquired: 
 

- about the measures that would be taken to increase attendance rates; and  
 
- why some Members were still re-appointed despite their low attendance. 

 
 
40. The Chairperson, EOC, replied that: 
 

- the low attendance of Board Members had all along been a difficult problem 
to resolve, since most of the Members had other commitments.  Sometimes 
meetings had to be cancelled in view of the low attendance.  In future, the 
EOC would issue reminders to those Members who failed to attend meetings 
for several times; and   

 
- the EOC had provided the attendance rates of Members to the CMAB for its 

consideration.  The EOC had also requested the CMAB to consider 
appointing persons who had closer background or relationship with the work 
of the EOC as Board Members.  
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41. The Secretary for Constitutional and Mainland Affairs said that the CMAB 
had recently appointed the new term of EOC Board Members.  In appointing the Members, 
various factors had been fully considered, including the attendance rates of incumbent 
members, members' abilities, expertise, experience and commitment to public service.  
The average attendance rate of the seven re-appointed Members at Board meetings in the 
past few years was 73%.  The CMAB would continue to take into account these factors in 
appointing suitable persons in future. 
 
 
42. According to paragraphs 2.28 and 2.29 of the Audit Report, the EOC at present 
adopted a "one-tier reporting system", although the HAB advocated the two-tier reporting 
system for advisory/statutory bodies which had a high degree of management and financial 
autonomy, extensive executive powers in matters of public interest, or were responsible for 
the control and disbursement of substantial public funds.  The Committee asked: 
 

- why the EOC still adopted a "one-tier reporting system", despite that it met 
the above criteria; 

 
- whether the EOC would consider adopting a two-tier reporting system; and 
 
- about the CMAB's views on the matter. 

 
 
43. The Chairperson, EOC, and the Director (Planning and Administration), 
EOC, replied that: 
 

- the EOC had all along adopted a "one-tier reporting system", which required a 
Member to declare and report a conflict of interests only when he became 
aware of it.  This was probably because the EOC had followed the 
stipulations under sections 3 and 13 of Schedule 6 of the Sex Discrimination 
Ordinance ("SDO") regarding disclosure of interests; and 

 
- at a EOC meeting held in 1996, the HAB advised that since the EOC did not 

have extensive influence over policy and financial matters, a "one-tier 
reporting system" should suffice.  Having said that, the EOC would consider 
whether a two-tier reporting system would be adopted, and the Board would 
discuss the matter in due course. 

 
    
44. The Secretary for Constitutional and Mainland Affairs said that the CMAB 
considered the audit recommendation justified, and had already sent a letter together with 
the relevant documents to the EOC, inviting it to consider adopting a two-tier reporting 
system which was a more comprehensive system for declaring conflict of interests.    
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Memorandum of Administrative Arrangements ("MAA") 
 
45. According to paragraphs 2.35 to 2.37 of the Audit Report, there had been 
discussions about proposals to amend the MAA since April 2004.  However, up to January 
2009, agreement between the CMAB and the EOC had not yet been reached, and the MAA 
was outdated.  The Committee asked why it was so difficult to reach an agreement, and 
when the amendments were expected to be finalised. 
 
 
46. The Secretary for Constitutional and Mainland Affairs said that: 
 

- in past discussions, there were different views between the HAB and the EOC 
regarding whether approval by the HAB was required before the Chairperson 
embarked on overseas duty visits.  The EOC was of the view that a 
notification to the HAB would suffice.  Hence, amendments to the MAA had 
not been finalised;  

 
- after the CMAB took over the responsibility of overseeing the EOC in July 

2007, its primary task was to prepare for the enactment of the Race 
Discrimination Ordinance and the related follow-up work thereafter.  In 
2008, the CMAB initiated discussion with the EOC on the amendments to the 
MAA, and the discussion had reached the final stage; and 

 
- recently, a revised draft MAA had been sent to the EOC, incorporating 

changes in circumstances such as the use of the envelope approach in funding 
arrangement and the change of policy bureau that oversaw the EOC.  The 
EOC would finalise the MAA with the CMAB as soon as practicable.  In 
future, the CMAB would take timely action to update the MAA with the EOC, 
so as to reflect changing developments and circumstances. 

 
 
47. The Chairperson, EOC, added that all relevant issues regarding the amendments 
to the MAA had been resolved.  The EOC would finalise the MAA with the CMAB, 
pending approval of the Administration and Finance Committee.  
 
 
Life insurance coverage for the Chairperson 
 
48. According to section 1 of Schedule 6 of the SDO, the Chief Executive of the 
HKSAR "shall determine the remuneration and the terms and conditions of appointment of 
the Chairperson".  However, paragraph 7.6 of the Audit Report revealed that, in the 
"Memorandum on Terms and Conditions" attached to the Chairperson's appointment letter 
dated 15 December 2004, there was no mention about the provision of life insurance 
coverage.  The Committee asked whether the Chairperson was aware that he was not 
entitled to the life insurance coverage before Audit pointed out the matter.  
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49. The Chairperson, EOC, replied that: 
 

- in June 1997, the EOC Board endorsed a proposal for the provision of death 
and disability benefits to the staff of the EOC with an insured sum amounting 
to 36 months of the basic salary.  Accordingly, the EOC took a group life 
insurance scheme for its staff and the Chairperson.  The insurance was not 
tailored-made for the Chairperson, but applicable to all staff of the EOC; 

 
- since then, the insurance policy had been taken out year after year for all his 

predecessors and himself, except one Chairperson who had exceeded the 
maximum age limit for the benefits.  He therefore had not purposely checked 
whether he was entitled to this life insurance benefit according to his terms 
and conditions of appointment; and 

 
- as there was indeed an omission on his part, he accepted the audit 

recommendation that he should seek the required approval from the 
Administration. 

 
 
50. As the Director (Planning and Administration) was the secretary to the Board and 
responsible for administration and personnel matters, the Committee asked whether he had 
ever reminded the Chairperson or the Board that approval from the Chief Executive of the 
HKSAR was required for the provision of life insurance coverage.   
 
 
51. The Director (Planning and Administration), EOC, said that since the Board 
approved the provision of life insurance in 1997, and the EOC had all along arranged for 
the Chairpersons to join the group life insurance scheme as for other EOC staff, he was not 
aware of this omission.  In fact, the scheme was introduced by a former Chairperson, and 
at that time there was also a CEO responsible for managing the day-to-day business of the 
EOC.  Nevertheless, as secretary to the Board, he also had responsibility in the matter.  
 
 
52. Since the provision of life insurance to the Chairperson was not properly 
authorised, the Committee asked about the follow-up actions that would be taken by the 
CMAB and the EOC, and whether the Chairperson would consider refunding the premium 
paid to the EOC.   
 
 
53. The Secretary for Constitutional and Mainland Affairs said that the 
Chairperson of the EOC had earlier written to the CMAB to follow up the matter, and he 
had already replied to him.  The CMAB was of the view that the EOC Board, with new 
Members taking up appointment in May 2009, should first review the matter as a whole. 
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54. The Chairperson, EOC, said that he held an open attitude as to whether any 
refund was required.  He would seek the views of the Administration and the Board on the 
matter.  However, considerations had to be given to the fact that the life insurance scheme 
had been provided to all the former Chairpersons, so that a consistent and fair decision 
could be made.   
 
 
D. Corporate culture on the use of public funds 
 
Duty visits outside Hong Kong 
 
55. According to paragraphs 4.9 and 4.10 of the Audit Report, the delegation for the 
Beijing visit comprised 18 persons, including the Chairperson, eight Board Members and 
nine senior staff, with a total expenditure amounting to $161,000.  Given that public 
entities were expected to observe the "moderate and conservative" principle in making 
decisions about sensitive expenditure such as duty visit expenses, the Committee asked:  
 

- about the objectives of the visit;  
 
- why it was necessary to have such a large delegation, among which nine were 

senior staff; and 
 
- why it was necessary to arrange the Chairperson and Board Members to live 

in hotel rooms of higher standards and rates, and about the differences in the 
size and facilities of the three different standards of hotel rooms hired, viz. 
Ambassador Suite, Executive Room and Standard Room. 

 
 
56. The Chairperson, EOC, replied at the public hearing and in his letter of 27 May 
2009 in Appendix 11 that: 
 

- the objective of the Beijing visit was mainly to share experience and establish 
network.  The arrangement of the delegation largely followed that of a 
similar visit to Beijing in 1997 led by a former Chairperson; 

 
- since all Board Members including himself were just newly appointed to the 

EOC in 2005, the visit provided a good opportunity for new Board Members 
to understand each other, get familiar with the work of the EOC and learn 
from the practices in other organisations on protection of individuals' rights 
and empowerment issues for women and persons with a disability, etc;   
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- the participation of senior staff was also important as part of their continuous 
training and development.  He had arranged nine staff from various divisions 
to join the delegation, provided that the daily operation of the EOC would not 
be adversely affected.  The nine staff included the Director (Planning and 
Administration), Director (Operations), Head, Corporate Communications and 
Training, Head, Policy and Research, Chief Equal Opportunities Officer 
(Operations), Senior Training Officer, Senior Corporate Communications 
Officer, Corporate Communications Officer and Assistant Legal Counsel;  

 
- better accommodation had been provided for him and Board Members 

because they did not receive any allowance for the trip.  He was also 
provided with a larger room with working space for meetings, following 
previous arrangement for a visit to Beijing.  The "Ambassador Suite" that he 
lived in was actually the cheapest suite among the suites available in the hotel 
($2,880 per night).  The differences in the size and facilities of the three 
different standards of hotel rooms were provided in item (c) of Appendix 11; 
and  

 
- he agreed with the audit observations that the Chairperson, Board Members 

and staff could all have been provided with Standard Rooms.  With hindsight, 
past practice might not be the best practice.  Meetings with colleagues could 
have been held in other business centres or even in the hotel lobby if 
necessary.   

 
 
57. The Committee also requested the EOC to provide the following information 
relating to duty visits undertaken by the current and previous Chairpersons: 
 

- among the 26 duty visits made by the EOC between April 2005 and 
December 2008 (Note 8 in paragraph 4.1 of the Audit Report referred), the 
number of duty visits involving the Chairperson;  

 
- the respective number, place, purpose and benefits of the duty visits made by 

two former Chairpersons, namely Dr Fanny CHEUNG Mui-ching and 
Ms Anna WU Hung-yuk, during their tenure at the EOC; and 

 
- whether any former EOC Chairpersons had made any duty visits to Beijing 

during their tenure; if so, what the standard and rate of hotel accommodation 
were.  
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58. The Chairperson, EOC, stated in his letter of 27 May 2009 that: 
 

- among the 26 duty visits made by the EOC between April 2005 and 
December 2008, 13 duty visits involved the Chairperson.  Details were set 
out in Appendix A to Appendix 11;  

 
- there were 18 and 19 duty visits made by Dr Fanny CHEUNG Mui-ching and 

Ms Anna WU Hung-yuk respectively.  The places and purposes of their 
respective visits were set out in Appendices B and C of Appendix 11.  The 
benefits of the duty visits in general included understanding the latest 
development and trends in human rights and equal opportunities, exchanging 
views on these issues, and explaining the EOC's operational experience in 
implementing the anti-discrimination legislation to overseas counterparts and 
networking; and 

 
- there were three duty visits to Beijing made by Dr Fanny CHEUNG 

Mui-ching and Ms Anna WU Hung-yuk during their tenure.  For the visit in 
March 1997, apart from the Chairperson, four Board Members and 13 staff 
went on the trip.  The Chairperson's hotel room was upgraded to an 
executive suite ($450 per night).  For the other two visits, there was no other 
delegation member.  Details were set out in item (d) of Appendix 11. 

 
 
59. Regarding the staff lunch expense of $540 incurred before departing for Beijing 
and paid by the EOC (paragraph 4.14(d) of the Audit Report referred), the Committee 
queried the EOC's rationale for paying this private expense out of public funds, and 
enquired about Audit's observations on the matter.   
   
 
60. The Chairperson, EOC, explained that for this trip, the EOC had not paid 
subsistence allowance to its staff and, instead, paid for the duty visit expenses on an actual 
basis.  Hence, the lunch expense was paid in lieu of the subsistence allowance to which the 
staff were entitled for that day.  If subsistence allowance was paid to each staff concerned, 
the expenditure would be far more than the actual lunch expense claimed.  The Director 
(Planning and Administration), EOC, also added that the EOC's decision to pay for the 
expense was based on its interpretation of the payment of subsistence allowance applicable 
to the civil service. 
 
 
61. The Director of Audit said that as a matter of principle, this lunch expense 
incurred in Hong Kong before commencement of the trip was a private expense, and public 
money should not be used to cover such expense, despite the fact that the EOC could 
achieve savings by forgoing the payment of subsistence allowance to staff.   
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62. In view of the EOC's explanation and Audit's observations, the Committee 
enquired: 
 

- about the civil service rules and regulations governing claims for overseas 
duty expenses, including those for hotel accommodation and meals; and 

 
- whether the staff lunch expense incurred on the day of departure from Hong 

Kong but before commencement of the official programme was reimbursable 
under the relevant civil service regulations.  

 
 
63. The Secretary for Financial Services and the Treasury replied in his letter of 
27 May 2009 in Appendix 12 that: 
 

- costs incurred by a civil servant on duty visits outside Hong Kong, including 
those for hotel accommodation and meals, were covered by the Government 
in a manner as set out in the Civil Service Regulations ("CSR") 710, 713 and 
714; 

 
- CSR 713 stipulated that the civil servants making such duty visits would be 

eligible for a subsistence allowance of a specified rate from the night 
following arrival in the first place of visit up to and including the night before 
departure from the last place of visit.  This allowance was intended to cover 
accommodation, meals, laundry charges, casual entertainment, travelling 
expenses within town and all minor incidental out-of-pocket expenses.  In 
addition, CSR 714 allowed for the reimbursement of reasonable expenses 
incurred directly as a result of the officer's performance of duty outside Hong 
Kong, e.g. visa, Internet charges and airport tax; and 

 
- regarding the question of whether lunch expense incurred on the day of 

departure from Hong Kong but before commencement of the official 
programme was reimbursable, the abovementioned regulations had provided 
the guidelines.  The subsistence allowance, which was intended to cover 
meal and other expenses incurred during duty visits, was only payable from 
the night following arrival in the place of visit (CSR 713(2)).  It was hence 
the intention that expenses incurred before arrival at the destination would not 
be covered.  Since the lunch expense in question did not fall into the 
category of expenditure reimbursable under CSR 714(1) as well, it was 
therefore not reimbursable in the civil service. 
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64. Audit also pointed out in paragraph 4.16 of the Audit Report that the EOC did not 
seek the Board's prior approval for two business trips to Macao in mid-2007.  The 
Committee asked why no prior approval of the Board was obtained.  The Chairperson, 
EOC, admitted that this might be due to an oversight.  These two day-trips involved a 
small amount of expenditure, mainly on travelling expenses.   
 
 
65. Regarding the Sweden visit in September 2007, referred to in paragraphs 4.19 to 
4.21 of the Audit Report, the Committee asked: 

 
- how Organisation A's work was related to that of the EOC, and about the 

benefits gained from the trip; 
  
- why only one senior staff accompanied the Chairperson on the visit, as 

opposed to nine senior staff in the Beijing visit in 2005; 
 

- why the Chairperson had claimed reimbursement for the two meals (i.e. lunch 
of $59 on 1 September and dinner of $163 on 7 September 2007) which were 
not supported by invoices or bills as required by the Human Resources and 
Administration Manual (paragraph 4.23 of the Audit Report referred); 

  
- why the visit team used an expensive means of delivery, i.e. the service of a 

courier firm, to send back to Hong Kong the books and publications received 
(paragraph 4.24 of the Audit Report referred); and 

 
- why the Board was not informed of the potentially sensitive additional 

hospitality items scheduled for 1 and 2 September 2007 (paragraph 4.27 of the 
Audit Report referred), and when the EOC was informed of the two items. 

 
 
66. The Chairperson, EOC, responded at the public hearing and in his letter of 
27 May 2009 that: 
 

- Organization A was the Swedish Institute ("SI"), which was a public agency 
established to increase knowledge of and interest in Sweden worldwide.  In 
January 2007, the SI jointly organised a large scale seminar with the Swedish 
Consulate, The Chinese University of Hong Kong and the EOC on 
"Advancement in Gender Equality - The Sweden and Hong Kong Stories".  
The seminar had achieved considerable success and was well attended by over 
300 participants from different sectors of the society.  In September 2007, 
the SI wished to have further exchanges with the EOC and extended an 
invitation to the Chairperson of the EOC to visit Sweden on a study visit 
programme which covered issues concerning gender equality and disability 
policy.  After the visit, learning points and reflections from the visit were 
reported to the EOC Board at a meeting via EOC Paper No. 34/2007 and 
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posted on the EOC's website; 
 
- only the Chief Legal Counsel accompanied him on the trip.  Since Sweden 

was the most advanced country in the promotion of equal opportunities and 
human rights, the Chief Legal Counsel would be able to gain a more in-depth 
understanding in these aspects through this training; 

 
- regarding the two meals taken by him, Audit rightly pointed out that there 

were no receipts to support the claims.  Hence, he had paid the two meals out 
of his own pocket; 

 
- he had instructed the Chief Legal Counsel to deliver the publications, 

weighing 13 kilograms, by courier.  The EOC agreed with the audit 
recommendations that the most economical means should be used for delivery 
of the materials, and electronic copies should be obtained if possible. 
However, whether the most economical means could be used depended on the 
circumstances at that time, e.g. time available for identifying other means of 
delivery;  

 
- the EOC received a draft programme of visit via e-mail from the Swedish 

Consulate on 24 August 2007.  The draft programme showed the item 
"Excursion by boat" for 2 September.  Nothing was shown for 1 September.  
The final programme was hand-delivered by the Swedish Consul on 29 August 
2007 at a pre-departure meeting with the Chairperson.  In the final programme, 
an item "Sightseeing in Stockholm together with a licensed guide" was shown 
for 1 September, and another item "Excursion by boat in the archipelago" with 
representatives of related organisations was shown for 2 September; and  

 
- he had not thought about informing the Board of the two additional hospitality 

items.  The EOC accepted the audit recommendation that such items should 
be brought to the Board's attention.  Learning from this experience, the EOC 
would compile a duty visit manual as guidance for its staff, which would 
include a reminder regarding the reporting of hospitality items.  

 
 
67. Regarding the delivery of books and publications by courier, Mr Herman 
POON, Chief Legal Counsel, EOC, added that before his departure, the Personal Assistant 
of the Chairperson had provided him with a courier account.  He therefore requested the 
courier firm to deliver the materials back to Hong Kong in accordance with the office's 
arrangement, without considering whether it was the most economical means of delivery.  
The Committee then enquired about the EOC's guidelines on the use of the courier account. 
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68.   The Chairperson, EOC, said at the public hearing and replied in his letter of 
27 May 2009 that: 
 

- courier service was to be used on a need basis when circumstances required.  
Since its formation in 1996, the EOC had engaged courier services twice for 
delivering documents/files back from overseas, including the delivery from 
Sweden; 

 
- contact telephone numbers and the EOC's account numbers opened at three 

existing courier companies on the Suppliers' List were provided to the Chief 
Legal Counsel by his Personal Assistant, together with other related 
information regarding the Sweden visit, such as air tickets, programme of the 
visit and hotel accommodation arrangements, as an information package for 
use when necessary or upon emergency; and 

 
- spending $6,400 on delivering 13 kilograms of books and publications was 

indeed too expensive.  The duty visit manual to be compiled would include a 
reminder on the use of economical means for the delivery of materials 
obtained during duty visits, as well as other relevant recommendations made 
by Audit. 

 
  
69. The Committee noted from paragraph 4.30(a) of the Audit Report that the EOC 
would revise guidelines for the reimbursement of meal expenses of the Chairperson and 
Board members to facilitate the determination of the reasonableness of the expenses, and 
asked whether this had been done.  
 
 
70. The Chairperson, EOC, stated in his letter of 27 May 2009 that: 
 

- currently, reasonable meal expenses of the Chairperson and Board Members 
incurred on duty visits would be reimbursed on an actual expenditure basis 
taking into account the purpose and nature of the duty visits; and  

 
- the EOC accepted the audit recommendation and would revise the guidelines 

by setting financial limits for meals taken by the Chairperson and Board 
Members during duty visits.  To avoid ambiguity and for the ease of 
administration, the rate to be applied would follow that of the civil service, 
which was already applicable to the EOC staff under existing policy.  The 
EOC Board would be asked to endorse the revised guidelines as soon as 
possible. 
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Seminars 
 
71. According to paragraph 5.8 of the Audit Report, the original budget of the 
Seminar held on 24 January 2008 was trimmed by 30% from $500,000 to $350,000, as a 
result of queries raised by Board Members.  The Committee asked whether the large scope 
for economy that existed in the original budget reflected that the budget preparers had not 
been prudent in the use of public funds, and about the measures that would be taken to 
ensure that strict economy would be exercised in the planning of future events. 
 
 
72. Dr Ferrick CHU, Head, Policy and Research, EOC, and the Chairperson, 
EOC, said that: 
 

- the Seminar was organised to review the impact of the Disability 
Discrimination Ordinance ("DDO") since its implementation 10 years ago.  
Hence, a higher standard comparable to similar seminars organised for gender 
issues was adopted in preparing the original budget.  The budget also took 
into account the possible increase of 15% of the rental charge for the venue; 

 
- Board Members subsequently deliberated the budget and advised further cost 

cutting with respect to specific budget items. The use of a VIP room with 
internet and computer facilities for speakers and panellists was cancelled at 
the request of Board Members, resulting in a saving of about $20,000; 

 
- the original budget also included the cost for the construction of a 1:12 ramp, 

which was in line with the requirements under the DDO, for use by two 
wheelchair speakers to get on the stage.  Eventually, after consulting the 
speakers concerned, the EOC decided to use a ramp provided free of charge 
by the venue management.  Together with the deletion of certain backdrop 
items and set-up costs, this resulted in a saving of $50,000;  

 
- further, instead of providing tailor-made souvenirs and seminar kits to the 

speakers and participants, standard souvenirs and seminar folders were 
provided, and the costs were mostly absorbed by the EOC office; and 

 
- the EOC accepted that in preparing budgets, certain items were nice to have 

but might not be essential.  It would be a good practice to make a distinction 
in the budgets between essential and "desirable non-essential" items, so as to 
facilitate the Board in making informed decisions.  
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73. The Committee noted from paragraph 5.7 of the Audit Report that Board 
Members were informed that the Seminar was well received and rated highly by 
participants, and enquired about the evaluation results of the Seminar.  The Chairperson, 
EOC, stated in his letter of 27 May 2009 that a total of 61 completed evaluation forms were 
received after the Seminar.  An analysis of the evaluation results was provided in item (j) 
of Appendix 11. 
 
 
Purchases and other administrative issues 
 
74. According to paragraphs 6.12 and 6.13 of the Audit Report, the EOC purchased 
32 air purifiers at a cost of $78,000 between mid-2005 to mid-2007.  However, Audit 
could not find on record any objective data indicating that the air quality of the EOC office 
was poor.  On the contrary, a report by the building management showed that the air 
quality of the EOC office was mostly considered "excellent".  The Committee asked why 
so many air purifiers were needed in an office with "excellent" air quality.   
 
 
75. The Director (Planning and Administration), EOC, and Miss Gloria YU, 
Senior Equal Opportunities Officer (Administration and Personnel), EOC, explained 
that: 
 

- the purchases were made in response to staff's request.  There was a real 
need at that time because certain staff had contracted upper respiratory 
infection and pneumonia, and some were even hospitalised.  It was noted 
that the number of staff taking sick leave had increased substantially;   

 
- to ascertain whether there was a need to purchase air purifiers, the EOC asked 

the building management to carry out a free air quality test.  However, the 
test could not provide information on the level of bacteria or virus which the 
EOC aimed to improve.  Thus, air purifiers which specified that they could 
inactivate certain types of bacteria and virus were purchased, balancing the 
cost of engaging further tests and the cost of the air purifiers; and  

 
- after the purchase of the air purifiers in 2007, the number of sick leave days 

had reduced by 11% as compared with the previous year, and by 21% in the 
following year. 

 
 
76. The Chairperson, EOC, also provided details of the reasons for purchasing the 
air purifiers and information on sick leave from April 2004 to March 2009 vide his letter of 
27 May 2009 in item (n) of Appendix 11. 
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77. The Committee further questioned why the EOC had not informed Audit of the 
reduction in sick leave days to justify the purchase of air purifiers.  The Director 
(Planning and Administration), EOC, and the Senior Equal Opportunities Officer 
(Administration and Personnel), EOC, responded that when Audit enquired about the 
purchases, the EOC staff had mentioned the improvement in sick leave, but there were no 
concrete figures available at that time.  Hence, the relevant figures were only provided at 
the public hearing as an illustration.  Having said that, there was no evidence to prove that 
the reduction in sick leave was directly attributable to the use of the air purifiers. 

 
 
78.  According to paragraph 6.10 of the Audit Report, as at October 2008, the video 
conferencing system (at a cost of $105,500) had been lying idle for 18 months and had 
never been used since its purchase in May 2007.  The Committee asked why the system 
was purchased and whether the system had been used after October 2008. 
 
 
79. The Chairperson, EOC, and the Senior Equal Opportunities Officer 
(Administration and Personnel), EOC, said that: 
 

- the system was purchased to facilitate communications and training needs 
arising from the pending enactment of the Race Discrimination Bill at that 
time.  It was expected that there would be frequent liaison with overseas 
expertise and ethnic minorities who would participate in the EOC's seminars 
and conferences.  However, since the legislative timetable had been 
postponed, the system had not been utilised; and   

 
- the system had been used on two occasions in late 2008 in the EOC's 

conference rooms, in connection with the training and public consultation 
work relating to the race law.  The movable unit of the system could cater 
for internal communications for participants in different rooms.  The EOC 
expected more usage in 2009 and in the future, particularly in the sharing of 
experience with overseas counterparts on cases relating to race discrimination 
and other anti-discrimination legislation. 

 
 
80. It appeared to the Committee that all the above instances had demonstrated the 
lack of a corporate culture in the EOC on the prudent use of public funds.  The Committee 
enquired: 
 

- whether the Chairperson had adopted the "moderate and conservative" 
principle in making expenditure decisions; 

 
- whether the Director (Planning and Administration) had played the role of a 

gatekeeper in ensuring the prudent use of public funds; and 
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- about the measures and action plan that the EOC would adopt to promote 
good practices to ensure the prudent use of public money. 

 
 
81. The Chairperson, EOC, said at the public hearing and in his letter of 27 May 
2009 that: 

 
- he had always observed the "prudent, necessary and reasonable" principle in 

using public money.  The Director (Planning and Administration) was 
responsible for formulating and updating relevant guidelines for compliance 
by staff.  As the Chairperson, he was ultimately responsible for the use of 
funds of the EOC, and would take the lead to ensure that all staff were aware 
of their responsibility;  

 
- a working group comprising Board Members would be set up to review 

spending and procurement procedures and make necessary improvements to 
the procedures to ensure the prudent use of public money; and 

 
- briefings had been held with relevant staff regarding the proper use of public 

money, particularly on: 
 

(a) staff's duty and accountability to ensure the prudent use of public 
money; 

 
(b) the need to clearly establish the need for a purchase before any purchase 

was made;  
 

(c) the need to strictly adhere to the procedures stipulated in the 
Procurement of Stores and Services Manual ("PSSM") and ensure that 
proper documentation was provided.  In those instances where the 
relevant requirements could be waived, the particulars of the cases and 
explanation should be provided; and 

 
(d) the need to immediately report to the supervisor any inadequacies or 

practical difficulties in implementing the stores and procurement 
procedures. 

 
 
82. The Director (Planning and Administration), EOC, said that he should be the 
major gatekeeper in ensuring that expenditure decision was made in accordance with the 
"moderate and conservative" principle.  However, some expenditure decisions were made 
by the Chairperson or the Board, e.g. the number of persons participating in a duty visit, and 
he could only offer advice for their consideration.     
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83. According to paragraph 7.9 of the Audit Report, two litigation cases, brought by 
former employees against the EOC, were time-consuming and had significant financial 
consequences.  In dismissing Case A, the judge remarked that the claims were "completely 
without merit".  The Committee asked whether the EOC had closely monitored the case 
during the legal proceedings and applied for strike-out of the case, with a view to 
concluding the case as early as possible, and about the lessons that had been learnt from 
these two litigation cases. 
 
 
84. The Chief Legal Counsel, EOC, said that the EOC had attempted to apply for 
strike-out of the case.  However, in view of the judge's indication that the application 
might not be successful, the EOC discussed with its legal team and decided to withdraw the 
application.  The progress of the case had also been reported to the Board and the Legal 
and Complaints Committee.   
 
 
85. The Chairperson, EOC, said that he was very concerned about these two cases 
which were complex, expensive and time-consuming.  He agreed that there should be a 
mechanism to monitor the case progress and the litigation fees.  He had already instructed 
that all cases involving the EOC as a party should be handled by the Chief Legal Counsel.  
The Legal and Complaints Committee would also regularly follow up the case progress at 
its bimonthly meetings.   
 
 
E. Internal Control, procurement and management of stores 

 
86. In paragraph 6.3 of the Audit Report, Audit examined the 392 purchases made 
between April 2007 and September 2008, and found that there were some instances of 
non-compliance with the EOC's procurement requirements stipulated in the PSSM.  The 
Committee enquired about: 
 

- details of the steps and procedures involved in store procurement;  
 
- the circumstances leading to the above non-compliance cases; and 
 
- the specific measures that would be taken by the EOC to improve the 

procurement procedures. 
 
 
87. The Chairperson, EOC, replied in his letter of 27 May 2009 that: 
 

- the store procurement procedures were detailed in the PSSM.  In brief, they 
included: 
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(a) users to initiate a purchase request for goods/services and contact the 
general registry staff to start sourcing; 

 
(b) designated general registry staff who kept the Suppliers' List to provide 

information of the suppliers to be invited for submission of quotations; 
 
(c) another general registry staff to invite quotations according to the 

estimated purchase value;  
 
(d) staff inviting the quotations to receive verbal quotations (written 

quotations would be received by a designated staff at the Personnel 
Office); 

 
(e) a designated officer to perform random checking of the verbal 

quotations received;  
 
(f) an officer to evaluate the quotations received;  
 
(g) an officer to recommend the purchase; and 
 
(h) a functional head to approve the purchase; 
 

- 15 out of 28 identified non-compliance instances were minor repairs and 
alteration work in the EOC office.  Efforts made to obtain more quotations 
were in vain.  There was actual difficulty in obtaining three quotations on 
each occasion.  For another 10 cases, the requirement to obtain three 
quotations could be waived according to the PSSM.  In future, clear 
explanations would be given on the Purchase Requisition Forms.  Besides, 
the practicability of the relevant rule on seeking the required number of 
quotations would be reviewed, making reference to the Government's Stores 
and Procurement Regulations;   

 
- the procedure of inviting suppliers by rotation from the Suppliers' List in most 

cases was not practicable because of low purchase value/quantity, infrequent 
purchase of the same good/service and sometimes a supplier "not due for 
invitation" was offering a promotional price.  Also, relevant requirements in 
the PSSM might not be fully understood by supporting staff performing the 
supplier sourcing duties.  A briefing had been held to explain the procedures 
and requirements to working staff.  The relevant requirement would also be 
reviewed based on application experience;  

 
- the original grouping of supplier categories in some cases was not realistic.  

Some of them were too narrowly grouped and some categories that had not 
been used for years were still kept in the database.  To rectify the situation, a 
review on the grouping of supplier categories had been done.  Rarely used 
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groups were deleted and approval was obtained on categories with sole or 
limited suppliers.  Updating of the Suppliers' List and supplier categories 
would be done at quarterly intervals in future; and  

 
- the Director of Government Logistics would be invited to share with the EOC 

staff on important stores and procurement principles and areas that needed to 
be strengthened in the EOC. 

 
 
88. According to paragraph 6.7 of the Audit Report, in October 2006, the EOC 
purchased 2,000 environmental bags at a cost of $16,200 ($8.1 each) for distribution as 
souvenirs to members of the public.  Only 300 were distributed and 1,700 were kept in 
stock.  Two months later, in December 2006, the EOC purchased another lot of 
400 environmental bags, with some added features, at a cost of $8,400 ($21 each), for 
distribution at a seminar.  In December 2007, a further lot of 400 with the same features 
were purchased at a higher cost of $12,000 ($30 each).  The Committee asked: 
 

- what the additional features of the environmental bags were, and why they 
were so essential for the purpose of the seminar; 

 
- whether the environmental bags purchased in October 2006 and December 

2007 were made by the same EOC staff; 
 

- whether the staff were aware of the significant difference in order price for the 
last two purchases and the fact that there were still stocks available for use; 
and 

 
- about the measures that would be adopted to improve stock management. 

 
 
89. The Chairperson, EOC, said at the public hearing and in his letter of 27 May 
2009: 
 

- the environmental bags purchased in October 2006 were used as corporate 
gifts for promotional purpose.  In December 2006, environmental bags with 
specific seminar features for the convenience of participants were procured.  
These bags had the additional design which allowed seminar participants to 
put their name card, pen and paper in different slots of the bag;  

 
- he agreed that these additional features were not essential and strictly 

speaking, the EOC could have used the 1,700 environmental bags in stock for 
distribution at the seminar.  It was not necessary to spend extra money on 
purchasing new environmental bags; 
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- purchases in October 2006 and December 2007 were requested and approved 
by different staff members.  If the staff concerned were aware of the big 
difference in order price for procuring the 400 environmental bags, they might 
consider whether it was still necessary to purchase the bags; and 

 
- at present, the Administration Section was responsible for managing office 

stationery, equipment and related stocks for internal use, whereas the 
Corporate Communications and Training Unit also kept certain stocks for 
external distribution.  For improvement, the EOC would centralise all stock 
control.  Staff making procurement requests and approving the requests 
should first consider the availability of existing stocks or alternatives before 
making any purchases.  

 
 
90. As reported in paragraphs 6.18 and 6.19 of the Audit Report, the EOC purchased 
50 extension sockets in April 2006 and another lot of 75 in May 2008 for replenishment.  
Audit found that as at December 2008, there were still 72 extension sockets in stock.  
Given that extension sockets were durable items, the Committee queried the need of 
keeping a large stock of the items, and asked who had approved these purchases. 
 
 
91. The Senior Equal Opportunities Officer (Administration and Personnel), 
EOC, replied that she was responsible for purchasing the extension sockets, which would 
be used in case there was a sudden stoppage of electricity supply that might affect the 
operation of office equipment.  In estimating the quantity required, she had assumed that 
each cubicle would be provided with one extension socket.  With hindsight, she admitted 
that there was an over-estimation.  
 
 
92. The Director (Planning and Administration), EOC, said that he had approved 
the purchase request in view of the reasons provided by the requesting officer.  He agreed 
that since the extension sockets were durable items, it was not necessary to procure so many 
of them.  The EOC would remind staff to clearly establish the need for an item before 
expenditure was incurred.  
 
 
93. In view of the above inadequacies in the procurement of stores, the Committee 
asked about the specific measures that would be taken by the EOC to clearly establish the 
need for an item before expenditure was incurred.  
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94. The Chairperson, EOC, stated in his letter of 27 May 2009 that: 
 

- in future, the process leading to a decision on purchase might include:  
 

(a) consideration of alternatives or replacement by existing stock; 
 

(b) checking of stock level and usage pattern; 
 

(c) comparison of the reasonableness of the latest quoted price by making 
reference to the last purchase price/average purchase price; and 

 
(d) obtaining further objective and technical advice to confirm a need; and 
 

- the Purchase Requisition Form would be revised to allow more space to 
record reasons for purchase, any available alternatives, present stock level, 
last/average purchase price and estimated consumption, if applicable.  

 
 
95. Regarding the disposal of surplus asset and the control of library materials, the 
Committee asked:  
 

- whether the EOC had tried to explore whether any organisations were 
interested in having the conference table (costing $150,000) and the "classic 
and accurate" clock (costing $7,200) before they were disposed of (paragraph 
6.24 of the Audit Report referred); 

 
- whether the computer equipment referred to in paragraph 6.26(c) of the Audit 

Report had already been donated; and 
 

- about the measures that would be adopted to improve the control of library 
materials (paragraphs 6.32 and 6.33 of the Audit Report referred). 

 
 
96. The Director (Planning and Administration), EOC, and the Senior Equal 
Opportunities Officer (Administration and Personnel), EOC, said that: 
 

- since the conference table was a tailor-made fixture and could not be used 
elsewhere, a contractor had been employed to dismantle and discard it.  
Efforts had been made to donate the clock to other organisations, such as 
universities, but such efforts were in vain probably because maintenance cost 
was involved in keeping the clock;  

 
- the computer equipment had been donated to a Caritas organisation.  Usable 

computer parts would be reassembled by them for use; and 
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- the EOC used to have a central area for placing library books in the old office, 
and a staff was assigned to handle the borrowing of library materials through 
a computerised library system.  After moving to the new office, the books 
were placed under various divisions.  Some books were in fact reference 
books or dictionaries kept by individual staff to facilitate their daily work.  
As the books were assets of the EOC, the EOC would conduct regular 
stock-taking exercises to track the location of the items.  The procedures for 
borrowing and updating library materials would also be reviewed so as to 
strengthen the control of library materials.  

 
 
F. Complaint handling procedures 
 
97. According to paragraph 3.8 of the Audit Report, the EOC should, in accordance 
with the Australian consultants' recommendation, introduce a "complaint intake form" to 
indicate the Director (Operations)'s instructions as to the appropriate categorisation of the 
complaint and any special instructions in relation to investigation, conciliation or any other 
matter in the handling of the complaint.  In February 2004, Board Members were informed, 
vide EOC Paper No. 5/2004, that the consultants' recommendations had been accepted and 
implemented.  However, Audit examination in paragraph 3.10 showed that there were no 
"complaint intake forms" to indicate that proper initial intake decisions had been made by 
officers at an appropriate level, and the consultants' recommended practice was also not 
incorporated in the Internal Operating Procedures Manual ("IOPM").  The Committee 
asked why the consultants' recommended practice had not been implemented, and whether 
the Board was informed of the change of practice. 
 
 
98. Mr Joseph LI, Director (Operations), EOC, replied that after the consultants' 
recommendation was made in 2002, a computerised Complaint Management System 
("CMS") had been adopted to record the intake decisions.  Hence, there was no physical 
"complaint intake form" as such.  As the change was only an operational matter, the 
Board's approval had not been sought separately.     
 
 
99. The Committee then requested the EOC to explain why and how the 
computerised CMS could replace the said form.  The Chairperson, EOC, replied in his 
letter of 27 May 2009 that:  
 

- the intake decisions were recorded in different documents under the current 
practice.  There was no single "complaint intake form" placed in a complaint 
file to record and document the intake decision as recommended in the 
consultants' report;  

 
 
 



 
P.A.C. Report No. 52 – Chapter 1 of Part 4 

 
Equal Opportunities Commission  

 
 
 

 

- 37 - 

- the intake of complaints was handled by the two Chief Officers in the 
Operations Division on a rotational basis.  Case assignment basically 
followed a roster system.  In the process, complexity and sensitivity of the 
issues as well as legal issues that might be involved were taken into 
consideration.  More experienced officers were assigned with cases of 
complex nature.  As such, there were adjustments in the sequence of case 
allocation to cater for special need.  The special assignment arrangements 
were recorded by the assigning officer on the weekly roster sheets; 

 
- to open a new case, the assigning officer registered an entry in the 

computerised CMS.  The system generated a case number and opened a front 
page for recording key information.  To complete the assignment, the 
following information must be entered: the names of the complainant, 
respondent and authorised representatives; initial actions taken or to be taken; 
relevant ordinance; ground of discrimination; areas of activities; unlawful act 
involved; special issues (e.g. overtime work, transfer, foreign domestic helper, 
prolonged sick leave); summary of the complaint; and the assignee (i.e. the 
case officer);  

 
- a physical complaint file, which housed the complaint letter/form and 

document submitted by the complainant, would then be passed to the Chief 
Officer supervising the case officer.  This supervising officer would then go 
through the materials and mark instruction and/or advice in the form of file 
minutes to the case officer (e.g. special circumstances relevant to the 
particular complaint, need for legal advice or higher level supervision); and 

 
- at present, the decision and instruction appeared in different places.  To 

accommodate the audit recommendation, the front page of the CMS would be 
expanded to record the initial and assignment decisions and the rationale 
behind them, which would then appear as a single document.  

 
 
100. The Committee then invited Audit's comments on the complaint intake process 
mentioned above, as the EOC had not informed Audit of such details during the audit 
review.  The Director of Audit responded in his letter of 4 June 2009 in Appendix 13 that: 

 
- according to the EOC's current practice, complaint intake decisions were 

recorded in different places, including the "weekly roster sheets", the 
"computerised CMS" and "file minutes";   

 
 
 
 
 
 



 
P.A.C. Report No. 52 – Chapter 1 of Part 4 

 
Equal Opportunities Commission  

 
 
 

 

- 38 - 

- in Audit's view, the EOC's practice was not entirely satisfactory because it 
was inferior to the consultants' recommended practice mentioned in 
paragraphs 3.7 and 3.8 of the Audit Report which, if implemented, would 
provide clear documentation of the initial intake decisions tidily in one place 
(i.e. the "complaint intake form").  In considering this matter, one should 
also be mindful of the fact that the EOC Board Members were clearly 
informed of the acceptance and implementation of the consultants' 
recommended practice back in 2004; and   

 
- the EOC now proposed that the front page of the CMS be expanded to record 

the initial and assignment decisions and the rationale behind them, which 
would then appear as a single document.  Audit welcomed this proposal 
because it was tantamount to creating an electronic "complaint intake form".  
Properly implemented, it would serve the consultants' recommended purpose.    

 
 

101. In paragraph 3.11 of the Audit report, Audit also pointed out that no investigation 
plans were prepared, contrary to the requirement of the IOPM.  The Committee asked the 
reasons why the EOC had not paid due regard to the requirements in the IOPM.   
 
 
102. The Director (Operations), EOC, said that the purpose of investigation plans 
was to set out the specific nature of the complaint, the complainant and respondent, the 
relevant legislation, etc.  As the key components of the investigation plans would be 
incorporated into the first letters to respondents, and the letters would be passed to the Chief 
Officers for comments before issuance, it was decided at a divisional meeting in 2003 that 
there was no need to prepare separate investigation plans to avoid duplication of efforts.  
Since then, only less experienced officers were required to prepare investigation plans as 
part of their training, and senior officers were not required to do so.  Despite this change, 
the IOPM had not been updated accordingly and hence Audit found that there was deviation 
from the IOPM.  
 
 
103. The Chairperson, EOC, added that when the consultants completed their report 
in 2002, the EOC had only been established for a few years.  As the EOC developed its 
own investigation procedures, it was noted that certain recommendations of the consultants 
could not be fully followed having regard to the circumstances in Hong Kong.  In fact, 
complaint handling procedures were dynamic and changes were always required to match 
new development.  Having said that, changes in operating procedures should have been 
brought to the Board's attention through regular reports submitted by the Operations 
Division.  
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104. According to paragraphs 3.14 and 3.15 of the Audit Report, the consultants' 
report also recommended that the EOC should establish a public register of conciliated 
settlements to assist in the settlement of complaints on appropriate terms.  A settlement 
register had since been put on the EOC website reflecting the terms of settlement of 
successful conciliation for public information.  However, the Committee noted that the 
settlement information for conciliation concluded after 2005 was not available in the 
settlement register on the EOC website, and asked why the settlement information was not 
available. 
 
 
105. The Chairperson, EOC, and the Director (Operations), EOC, said that: 
 

- the original purpose of establishing a public register of conciliated settlements 
was to promote the concept of conciliation among the community.  However, 
in order to protect the confidentiality of the complainants and respondents, 
some key information had to be deleted when the cases were published on the 
website, rendering the information less useful as a reference.  In recent years, 
people were more interested in learning about court cases handled by the EOC, 
and other relevant information through the EOC's publication "EO news"; and 

 
- as the EOC handled about 200 settlement cases per year, it also faced 

manpower constraints if information on all typical settlement cases had to be 
publicised on the website.  In the meantime, the EOC would review the 
format and contents of conciliated cases, with a view to refreshing the 
presentation of case outcomes on the EOC website, so that the information 
would be more meaningful to the users. 

 
 
G. Performance reporting in Controlling Officer's Report 
 
106. According to paragraph 8.7 of the Audit Report, the CMAB was working with 
the EOC to identify new performance targets/indicators to measure the outcome and 
productivity of the EOC.  The Committee asked whether the CMAB had in the past 
regularly reviewed the performance indicators of the EOC, and about the new performance 
targets/indicators that might be adopted.  
 
 
107. The Secretary for Constitutional and Mainland Affairs said that: 
 

- as shown in Appendix J of the Audit Report, there were already over 
10 performance targets/indicators of the EOC.  In preparing for the financial 
estimates and resource allocation every year, the CMAB would also review 
the performance indicators of the EOC; and   
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- in identifying new performance indicators, the CMAB would take into 
account the practice of overseas counterparts of the EOC, as set out in 
Appendix K of the Audit Report.  Among the suggested overseas examples, 
the CMAB considered it particularly worthwhile for the EOC to set indicators 
on the number/percentage of complaint cases settled through conciliation.  
As to other indicators, such as public awareness and customer satisfaction, the 
EOC might give further thoughts on them.  The new performance 
targets/indicators would be reflected in the 2010-2011 COR.  

 
 
H. Conclusions and recommendations 

  
108. The Committee: 
 

- notes that the key findings of the Director of Audit's Report ("Audit Report") 
are about the inadequacies in governance and administration of the Equal 
Opportunities Commission ("EOC"), which do not concern the EOC's 
performance in promoting equal opportunities and implementing the four 
anti-discrimination ordinances;  

 
- considers that the inadequacies identified have revealed some underlying 

problems that are much more serious than what some of the inadequacies 
might seem if viewed individually and in isolation; 

 
- expresses grave dismay and finds it inexcusable that:  

 
(a) the Chairperson, as the full-time executive head of the EOC, has failed to 

provide the leadership required for the EOC to meet the standard of 
corporate governance and management expected of a publicly-funded 
statutory body, his handling of the draft Audit Report being a 
particularly telling example; and 

 
(b) the Director (Planning and Administration), as the highest ranking staff 

responsible for the EOC's administrative matters, has failed to ensure 
that the EOC's internal control procedures, particularly those on 
procurement and management of stores, are properly complied with; 

 
- expresses strong resentment at the EOC's lax control on expenditure and the 

lack of a corporate culture on the prudent use of public funds; 
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  Handling of the draft Audit Report 
  

- does not accept the way the Chairperson, EOC, had handled the draft Audit 
Report: 

 
(a) the Chairperson received the draft Audit Report on 13 February 2009 

and, without consulting the EOC Board Members, provided a response 
to the Audit Commission ("Audit") on 26 February 2009; and 

 
(b) at the EOC meeting held on 19 March 2009, the Chairperson only 

verbally informed Board Members, without prior notice, under the 
agenda item "Any Other Business" that initial response had been 
provided to Audit "in view of the confidential requirements on the 
handling of the audit report and the pressing time schedule provided by 
the Audit Commission".  It was only at the insistence of Board 
Members that a special meeting was held on 26 March 2009, one day 
before Audit's scheduled finalisation of the Audit Report, for them to 
discuss the EOC's response to the draft Audit Report.  However, the 
draft Audit Report and the EOC's response to Audit were only tabled at 
the meeting on 26 March 2009, and Board Members had just about 
30 minutes for reading the relevant documents before discussion took 
place;  

 
- acknowledges the Chairperson's: 
 

(a) concern over the possible breach of confidentiality requirements, as a 
result of which he had adopted a narrow interpretation of the 
"need-to-know" requirement in handling the draft Audit Report; and 

 
(b) admission that with hindsight, he should have engaged the Board at an 

earlier stage after receipt of the draft Audit Report; 
 

- considers that the above demonstrates a lack of trust and partnership between 
the Chairperson and Board Members, which is not conducive to the effective 
functioning of the EOC; 

 
- finds it appalling, as revealed by their exchange of views at the meeting on 

26 March 2009, that the Chairperson, certain Board Members and the Director 
(Planning and Administration) considered that some of the audit findings 
were trivial and insignificant and, in considering the EOC's response to the 
audit findings, their concern was more from the public relations perspective, 
leaving one with the impression that they were not serious in accepting the 
audit findings as genuine problems which needed to be addressed;  
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- invites the Director of Audit to consider advising an auditee which is a 

non-governmental organisation more positively of the need to seek its 
governing body's endorsement of the organisation's response to the draft 
Audit Report, so as to ensure that the governing body is engaged in the 
consideration of its findings; 

 
  Corporate governance 

 
Governance structure 
 
- notes the reservations raised by some Legislative Council Members at the 

meeting of the Panel on Home Affairs in January 2006 regarding the proposal 
on separating the posts of the Chairperson and the Chief Executive Officer 
("CEO") of the EOC, but expresses concern that there has been a lack of 
progress on the proposal since that meeting; 

 
- considers, without intending to pre-empt in any way the deliberation by the 

Panel on Constitutional Affairs on the separation of the posts of the 
Chairperson and the CEO, that taking into account the results of past reviews 
conducted by three different parties (i.e. the EOC, the Independent Panel of 
Inquiry and the Home Affairs Bureau ("HAB")) and the need to strengthen 
corporate governance in the light of problems that have been identified, there 
may be advantages in separating the two posts as this could provide a more 
effective system of checks and balances and avoid the risks of excessive 
concentration of power in the Chairperson; 

 
- acknowledges that: 

 
(a) the Secretary for Constitutional and Mainland Affairs: 

 
(i) has put forward three options for separating the posts of the 

Chairperson and the CEO for consultation with the Panel on 
Constitutional Affairs in June 2009, and has undertaken to bring 
the matter to a conclusive stage having regard to the views of the  
Legislative Council Members, the EOC and relevant quarters of the 
community; 

  
(ii) will consider allocating funding to the EOC to engage external 

auditors (with expertise in management) to follow up the various 
issues identified by Audit, and to enhance the EOC's internal 
financial control and management capabilities; and  
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(iii) will recommend to the Chief Executive of the Hong Kong Special 
Administrative Region ("HKSAR") that the EOC Chairperson for 
the term starting from January 2010 should be recruited through 
open recruitment procedures; and 

 
(b) the EOC's Administration and Finance Committee and the respective 

convenors and deputy convenors of the other three Committees will be 
tasked with the responsibility for overseeing corporate governance and 
compliance matters as well as following up the audit recommendations; 

 
- urges: 

 
(a) the Secretary for Constitutional and Mainland Affairs to expeditiously 

put forward a final proposal on separating the posts of the Chairperson 
and the CEO after consulting the Panel on Constitutional Affairs, the 
EOC and other stakeholders, so as to bring the matter to a satisfactory 
conclusion; and 

 
(b) the EOC to consider engaging external accountants to conduct 

compliance and management audit if necessary; 
 

Board and Committee meetings 
 

- expresses serious concern and finds it unacceptable that: 
 

(a) there were shortcomings in matters relating to EOC Board and 
Committee meetings, including the following: 

 
(i) the attendance rates of some Members were low.  A Member 

attended only one (11%) of the nine Board meetings held during 
the period from April 2007 to September 2008.  Another Member 
attended only four (44%) of the meetings.  Five Members 
attended less than 40% of the Committee meetings; 
 

(ii) although the attendance rates of some Board/Committee Members 
were low, they were still reappointed; 

 
(iii) on several occasions, the meetings continued despite a lack of 

quorum; 
 

(iv) there were no guidelines on the need for rescheduling cancelled 
meetings to ensure that time-critical issues were deliberated in a 
timely manner; and  
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(v) on average, minutes of meetings were only issued to Members 
46 days after the meetings; and 

 
(b) the EOC has adopted a "one-tier reporting system" for its Members to 

declare and report conflicts of interests, although it meets the criteria for 
adopting a "two-tier reporting system" set out in the guidelines issued by 
the HAB for advisory and statutory bodies;  

 
- acknowledges that: 

 
(a) the EOC has undertaken to: 

 
(i) establish a central register of attendance to facilitate monitoring of 

Members' attendance at Board/Committee meetings, and issue 
reminders on the importance of attendance where necessary; 

 
(ii) take into account Members' attendance when their reappointments 

to the EOC Committees are being considered; 
 

(iii) ensure that the requisite quorum is present throughout the 
meetings; 

 
(iv) set appropriate guidelines on the need for rescheduling cancelled 

meetings; 
 

(v) issue draft minutes of meetings within one month from the date of 
meeting; and 

 
(vi) consider whether a two-tier reporting system will be adopted; and 

 
(b) the Secretary for Constitutional and Mainland Affairs has undertaken to 

take into account the attendance rates of Members when their 
reappointments to the EOC Board are being considered; 

 
- urges the EOC to consider publishing the attendance records of 

Board/Committee meetings in its annual reports;  
 

Memorandum of Administrative Arrangements ("MAA") 
 

- is surprised and expresses grave dissatisfaction that timely action had not been 
taken to update the MAA to reflect changing circumstances; 
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- acknowledges that the Secretary for Constitutional and Mainland Affairs has 
already provided a revised draft MAA to the EOC, pending approval of the 
EOC's Administration and Finance Committee, and has undertaken to take 
timely action to update the MAA in future as and when there are changes in 
circumstances;  

 
- urges the Secretary for Constitutional and Mainland Affairs and the EOC to 

finalise the revised MAA without delay; 
 
  Life insurance coverage for the Chairperson 

 
- expresses serious concern that: 

 
(a) the EOC did not obtain the approval of the Chief Executive of the 

HKSAR for the provision of life insurance coverage for the Chairperson 
(including former Chairpersons), although according to section 1 of 
Schedule 6 of the Sex Discrimination Ordinance (Cap. 480), the Chief 
Executive "shall determine the remuneration and the terms and 
conditions of appointment of the Chairperson"; and 

 
(b) the Director (Planning and Administration) of the EOC, as the senior 

management staff responsible for administration and personnel matters, 
simply followed past practices in arranging for the Chairperson to join 
the group life insurance scheme as for other EOC staff, and had not 
bothered to check whether the arrangement complied with the 
Chairperson's appointment requirements; 

 
- acknowledges that the EOC has undertaken to take follow-up actions with the 

Constitutional and Mainland Affairs Bureau ("CMAB") regarding the 
provision of life insurance coverage for the Chairperson, and urges the EOC 
and the CMAB to expeditiously make a decision on how the matter should be 
followed up; 

 
  Corporate culture on the use of public funds 
 

- finds it appalling and totally unacceptable that the EOC has not adopted the 
"moderate and conservative" principle in making expenditure decisions.  The 
manifest lack of prudence is evident from the following instances relating to 
the use of public funds:  
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   Duty visits outside Hong Kong 
 

(a) the EOC did not set financial limits on hotel accommodation and 
hospitality meals involving the Chairperson and Board Members on duty 
visits as would facilitate the application of the "moderate and 
conservative" principle for such sensitive expenses and help staff 
involved in the payment process determine the reasonableness of the 
expenses; 

 
(b) regarding the Beijing visit: 

 
(i) the delegation, with a total expenditure amounting to $161,000, 

comprised as many as 18 persons, nine of whom were senior staff; 
 

(ii) although standard rooms were adequate for meeting basic 
accommodation needs and were reasonably comfortable, hotel 
rooms of three different standards were hired for the delegation, viz. 
an Ambassador Suite for the Chairperson (at $2,880 per night), 
Executive Rooms for Board Members (at $1,500 per night) and 
Standard Rooms for staff (at $940 per night).  Moreover, as the 
visit was not a working visit and was mainly for networking and 
training purpose, the need for an Ambassador Suite with meeting 
facilities might not be justifiable; 

 
(iii) the EOC paid $15,200 for a hospitality dinner attended by 

28 persons (i.e. $540 per person), but there was no information on 
record about who attended the dinner, and the number and identities 
of guests involved; 

 
(iv) the EOC paid the expense of $540 for a lunch taken by the 

Chairperson and eight EOC staff at a restaurant near the EOC office 
on 11 July 2005, which was clearly a private expense that should 
not be paid out of public funds, given the fact that the duty visit had 
not even commenced; 

 
(v) the EOC's explanation for paying the aforesaid staff lunch expense 

of $540 (i.e. in lieu of the subsistence allowance to which staff 
were entitled for that day) is unacceptable, given that the purpose of 
a subsistence allowance is to cover duty visit expenses (outside 
Hong Kong) and any reimbursement of a private expense (incurred 
in Hong Kong) in lieu of the allowance is clearly against that 
purpose; and 
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(vi) although prior approval is a key control, at the time of the Beijing 
visit, approval from Board was not required for business trips 
involving the Chairperson and Board Members;  

    
(c) although the Board's prior approval is required since September 2005 

(i.e. after the Beijing visit), the EOC did not seek the Board's prior 
approval for two duty visits involving day-trips to Macao in 2007, and 
covering approval was obtained in 2009 only after the matter was raised 
by Audit;  

 
(d) regarding the Sweden visit: 

 
(i) for two of the meals taken by the Chairperson during the duty visit, 

there were no invoices or bills on record to support the payments; 
 

(ii) the visit team spent $6,400 on the service of a courier firm to 
deliver to Hong Kong the publications (weighing 13 kilograms) 
received during the visit, but there was no documented reason for 
not using other more economical means of delivery; 

 
(iii) there were confusions over the payment of hotel charges and, 

despite the confusions, the EOC did not take adequate follow-up 
action to clarify the issue and meet its commitment; 

 
(iv) the visit team did not bring to the Board's attention the addition to 

the visit programme of two hospitality items (i.e. "Sightseeing in 
Stockholm with a licensed guide" and "Excursion by boat in the 
archipelago") which were potentially sensitive items; and 

 
(v) due to a miscalculation, the EOC officer of the visit team was 

overpaid an amount of $514, representing one night of subsistence 
allowance less the relevant deductions;  

 
   Seminars 
 

(e) the large scope of economy that existed in the original budget (prepared 
for the Seminar held on 24 January 2008) suggested the lack of a sense 
of economy on the part of the EOC staff preparing the budget; 

 
(f) the EOC did not identify available alternatives (together with their 

relative merits and costs) in the budgets to facilitate Board Members' 
consideration, and the ramp provided free of charge by the venue 
management was a case in point;  
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(g) no distinction was made in the budgets between essential and "desirable 
non-essential" items (together with their costs), and the absence of such 
information was not conducive to the making of informed decisions by  
Board Members;  

 
   Purchases and other administrative issues 
 

(h) 32 air purifiers were purchased between mid-2005 to mid-2007 without 
any objective data indicating that the air quality of the EOC office was 
poor.  The Committee considers that the EOC's claim that the number 
of sick leave days had reduced after the purchase of the air purifiers was 
only an excuse made with the benefit of hindsight; 

 
(i) the need for purchasing the video conferencing system was questionable 

in view of its low utilisation; and 
 

(j) there were insufficient justifications for the EOC to pay the fine of $320 
on a traffic offence committed by its driver while on duty; 

 
- acknowledges that the EOC has: 

 
(a) undertaken to strictly apply the "moderate and conservative" principle in 

making expenditure decisions on duty visits;  
 

(b) reminded its staff to ensure that the relevant information is available on 
record regarding the EOC personnel and guests involved in hospitality 
meals; 

 
(c) undertaken to revise the guidelines and set financial limits regarding 

hotel accommodation, hospitality expenses and meal expenses involving 
the Chairperson and Board Members, with reference to the level of 
subsistence allowance applicable to the civil service.  The EOC Board 
will be requested to endorse the revised guidelines; 

 
(d) undertaken to review the expenditure decision regarding the staff lunch 

of 11 July 2005, and to draw up guidelines to guide future decisions in 
similar circumstances;  

 
(e) undertaken to ensure that all business trips outside Hong Kong, 

including short trips to Macao, have the Board's prior approval; 
 

(f) undertaken to compile a duty visit manual as guidance for its staff, 
which will include reminders on:  
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(i)  the need to support claims by invoices or bills; 
 

(ii)  the use of economical means for the delivery of materials obtained 
during duty visits; and 
 

(iii)  the need to report any additional hospitality items; 
 

(g) contacted Organisation A regarding the conflicting information on the 
hotel charges and is awaiting its response;  

 
(h) recovered from the EOC officer concerned the $514 of subsistence 

allowance overpaid; 
 

(i) undertaken to formulate guidelines that will take into account the need to 
exercise strict economy in planning future events, and to clearly identify 
alternatives as well as "desirable non-essential" items in the budgets to 
facilitate Board Members' consideration; 

 
(j) undertaken to clearly establish the need for an item before expenditure is 

incurred; 
 

(k) undertaken to set up a working group comprising Board Members to 
review spending and procurement procedures and make necessary 
improvements to the procedures to ensure the prudent use of pubic 
money; and 

 
(l) recovered from the driver the traffic fine of $320; 

 
- strongly urges the EOC to adhere to the "moderate and conservative" 

principle in making expenditure decisions, and promote a corporate culture 
that emphasises prudence and economy in the use of public funds;  
 

  Internal control, procurement and management of stores 
 

- finds it appalling and totally unacceptable that the EOC's internal control, 
procurement and management of stores are fraught with problems as set out 
below, and considers that the Director (Planning and Administration) of the 
EOC, being the head overseeing these functions, should be held responsible: 

 
(a) despite the requirements stipulated in the Procurement of Stores and 

Services Manual, there were some instances of non-compliance with the 
EOC's procurement procedures; 
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(b) there was a lack of proper management of stores, as follows:  
 

(i) in October 2006, the EOC purchased 2,000 environmental bags at a 
cost of $16,200 ($8.1 each).  Two months later, in December 2006, 
the EOC purchased another lot of 400 environmental bags, with 
some added features, at a cost of $8,400 ($21 each), despite the fact 
that there were 1,700 environmental bags in stock that could have 
served the purpose.  In December 2007, a further lot of 400 with 
the same features were purchased at a higher cost of 
$12,000 ($30 each).  The aforesaid purchases indicate that there 
was no centralised system to co-ordinate stock management; 
 

(ii) a total of 40,000 staplers were purchased for distribution as 
souvenirs between March 2006 and March 2007.  As at December 
2008, there were still 23,000 staplers in stock; and 

 
(iii) 50 extension sockets were purchased in April 2006 and another lot 

of 75 were purchased in May 2008 for replenishment, although they 
are durable items.  As at December 2008, there were still 
72 extension sockets in stock; 

 
(c) for some asset items that were written off, there were no clear audit trails 

of how they were disposed of;  
 

(d) there were shortcomings in the control of library materials; and 
 

(e) the vehicle log books of the EOC were not properly maintained, contrary 
to the instructions relating to vehicle log books;  

 
- acknowledges that the EOC has: 

 
(a) conducted a briefing with the relevant staff to remind them of the need to 

strictly comply with the EOC's procurement procedures, and will invite 
the Director of Government Logistics to share with staff on important 
stores and procurement principles and areas in need of improvement 
within the EOC;  

 
(b) undertaken to review the relevant internal manual to highlight the 

requirement identified by Audit, and to incorporate conditions to be 
fulfilled and criteria to be observed in the procurement process;  

 
(c) undertaken to centralise stock control and consider the availability of 

existing stocks or alternatives before any purchases.  It will also use the 
environmental bags in stock for distribution at future seminars; 
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(d) designated an officer to take charge of the disposal of assets, and to 
ensure that proper records are kept to provide a clear audit trail;  

 
(e) undertaken to improve the control of library materials, including 

conducting annual stocktaking exercises, and strengthening the 
procedures for borrowing library materials, updating records and 
handling overdue library materials; and 

 
(f) reminded its staff of the need to comply with the instructions relating to 

vehicle log books;  
 

- urges the EOC to expeditiously implement the above to improve its internal 
control, procurement and management of stores; 

 
 Complaint handling procedures 
 

- expresses dismay and finds it unacceptable that: 
 

(a) there were no "complaint intake forms" to indicate that proper initial 
intake decisions had been made by officers at an appropriate level, 
despite the fact that in February 2004 Board Members were informed of 
the EOC's acceptance and implementation of a consultants' 
recommendation to introduce such forms;  

 
(b) investigation plans were not prepared, contrary to the requirement of the 

EOC's Internal Operating Procedures Manual ("IOPM").  According to 
the Director (Operations) of the EOC, as the investigation plans would 
be incorporated into the first letters to respondents, only less experienced 
officers were required to prepare investigation plans as part of their 
training, which appears to be no more than an arbitrary deviation from 
the IOPM; and 

 
(c) the settlement information for conciliation concluded after 2005 was not 

available in the settlement register on the EOC website; 
 

- acknowledges that the EOC has undertaken to: 
 

(a) ensure that all initial intake decisions are properly documented, and 
consider incorporating the consultants' recommended practice in the 
IOPM;  

 
(b) expand the front page of the Complaint Management System to record 

the initial and assignment decisions and the rationale behind them, so 
that all complaint intake decisions are recorded as a single document;  
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(c) remind its staff to prepare an investigation plan in accordance with the 
requirement of the IOPM; and 

 
(d) review the format and contents of conciliated cases, with a view to 

refreshing the presentation of case outcomes on the EOC website;  
 

- urges the EOC to: 
 

(a) expeditiously implement the proposal to expand the front page of the 
Complaint Management System to record the initial and assignment 
decisions and the rationale behind them;  

 
(b) incorporate the above proposed arrangement into the IOPM and take 

measures to ensure compliance in future;  
  
(c) update the information in the settlement register on the EOC website; 

and 
 

(d) expeditiously implement the audit recommendations in paragraphs 3.10, 
3.11, 3.12, 3.15 and 3.19 of the Audit Report;  

  
  Performance reporting in Controlling Officer's Report ("COR") 
 

- expresses concern that the performance reporting of the EOC in the COR of 
the CMAB is inadequate: 

 
(a) there are no outcome indicators, such as the number/percentage of 

complaint cases that are satisfactorily resolved, say, by means of 
conciliation; and 

 
(b) there are no unit cost or productivity indicators to measure the economy, 

efficiency and cost-effectiveness of the resources deployed by the EOC, 
such as the average unit cost to complete a complaint case; 

 
- acknowledges that the Secretary for Constitutional and Mainland Affairs has 

undertaken to work with the EOC to identify new performance 
targets/indicators to measure the outcome and productivity of the EOC.  The 
new performance targets/indicators will be included in the 2010-2011 COR of 
the CMAB;  
 

- urges the Secretary for Constitutional and Mainland Affairs to implement the 
above without delay; and 
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  Follow-up actions 
 

- wishes to be kept informed of: 
 

(a) the Director of Audit's decision in advising an auditee which is a 
non-governmental organisation more positively of the need to seek its 
governing body's endorsement of the organisation's response to a draft 
Audit Report; 

 
(b) the progress and result of the proposal on separating the posts of the 

Chairperson and the CEO of the EOC; 
  

(c) the decision made regarding the proposed engagement of external 
accountants to conduct compliance and management audit; 

 
(d) the decision made in publishing the attendance records of 

Board/Committee meetings in the EOC's annual reports; 
 

(e) the progress made in finalising the revised MAA; 
 

(f) the measures that will be taken to promote a corporate culture that 
emphasises prudence and economy in the use of public funds; 

 
(g) the measures that will be taken to improve the EOC's internal control, 

procurement and management of stores; 
 

(h) the progress made in implementing the proposal to expand the front page 
of the Complaint Management System to record the initial and 
assignment decisions and the rationale behind them; 

 
(i) the progress made in incorporating the proposed arrangement into the 

IOPM and the measures taken to ensure compliance in future; 
 
(j) the progress made in updating the information in the settlement register 

on the EOC website;  
 
(k) the new performance targets/indicators that will be adopted by the EOC; 

and 
 
(l) any other further progress in addressing the various issues mentioned 

above. 
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A. Introduction 
 
 The Audit Commission ("Audit") conducted a review of the Hong Kong Arts 
Development Council ("HKADC").  The review focused on the following areas: 
 

- corporate governance;  
 

- grants and proactive projects; and 
 

- administrative issues.  
 

 
2.  Mr TSANG Tak-sing, Secretary for Home Affairs, made an opening statement 
at the Committee's public hearing on 12 May 2009.  The full text of his statement is in 
Appendix 14. 
 
 
B. Role and functions of the Hong Kong Arts Development Council 
 
3. The Committee notes that the HKADC is a statutory body established for the 
purpose of the development of the arts in Hong Kong.  It is tasked with eight functions as 
specified in section 4 of the HKADC Ordinance (Cap. 472), and receives an annual funding 
of about $100 million.  The Committee was concerned about whether the HKADC had 
been given due respect and recognition by the Government to enable it to fully discharge its 
eight functions.   
   
 
4. According to paragraphs 3.38 and 3.40(e) of the Director of Audit's Report 
("Audit Report"), the HKADC had been providing funding to the Hong Kong International 
Film Festival Society ("HKIFFS") since 2004.  However, the HKADC's funding and 
monitoring responsibility over the HKIFFS was transferred to the Television and 
Entertainment Licensing Authority under the Commerce and Economic Development 
Bureau ("CEDB") starting from 1 April 2009.  To ascertain the HKADC's involvement in 
the decision-making process, the Committee asked: 
 

- whether the HKADC had been consulted before the decision of transfer was 
made; 

 
- about the HKADC members' views towards the transfer of responsibility; and 
 
- whether the time and efforts previously spent by the HKADC to enhance the 

evaluation mechanism of the HKIFFS were wasted (paragraph 3.38(a) of the 
Audit Report referred). 
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5. Mr MA Fung-kwok, Chairman, HKADC, said that: 
 

- the HKADC was not consulted but only notified by the Home Affairs Bureau 
("HAB") in February 2009 of the transfer.  After receipt of the HAB's 
notification, the Council discussed the matter and members decided to convey 
their views to the Government; 

 
- generally speaking, since there was a designated agency in the Government 

responsible for the promotion and development of the filming industry, it was 
reasonable for the Government to make such a move in order to centralise and 
utilise the resources more effectively.  In future, the HKADC would 
continue to promote the development of the filming industry through other 
channels;     

 
- it was natural that after years of support by the HKADC, some arts groups 

would become mature and develop in their own way.  For example, the 
funding responsibility of six major arts groups was transferred from the 
HKADC to the HAB in 2007-2008.  The transfer of the HKIFFS was just 
another similar case; and    

 
- members considered that as the funding body of the HKIFFS, the HKADC 

was duty-bound to monitor the performance of the HKIFFS.  Hence, 
extensive discussion was held with the HKIFFS since 2008 with a view to 
developing an evaluation mechanism that would be acceptable to both parties.  
As the evaluation mechanism was close to finalisation, members were 
concerned as to whether the mechanism could be implemented after the 
transfer.  In this connection, a meeting had been arranged with the CEDB 
through the HAB to discuss the matter, and the CEDB had undertaken to 
consider adopting the proposed monitoring framework.    

 
 
6. The Secretary for Home Affairs and Mrs Carrie YAU TSANG Ka-lai, 
Permanent Secretary for Home Affairs, said that: 
 

- despite the change of funding channel, the Government's overall financial 
commitment to the HKIFFS remained unchanged.  In fact, before the 
funding responsibility of the HKIFFS was transferred to the HKADC, the 
Hong Kong International Film Festival had been organised by various 
government departments.  The recent transfer to the CEDB was a positive 
move to ensure optimal utilisation of resources from a value-for-money 
perspective, and was conducive to the overall development of culture and the 
arts in Hong Kong; and  

 
 
 



 
P.A.C. Report No. 52 – Chapter 2 of Part 4 

 
Hong Kong Arts Development Council 

 
 
 

 

- 56 - 

- although there might be inadequacies in the process of communicating the 
transfer decision to the HKADC, the Government had ensured a smooth 
transfer of work to the CEDB.  The CEDB was also aware of the audit 
recommendations regarding the need to finalise an evaluation mechanism 
with the HKIFFS and would continue to take the matter forward.   

 
 
7. At the request of the Committee, the HKADC provided relevant papers and 
minutes of its Council meetings relating to the discussion on the transfer of the HKIFFS to 
the CEDB.  The Committee noted that the Chairman, HKADC, had, upon request of its 
members, wrote to the Secretary for Home Affairs to convey the Council's dissatisfaction 
about the absence of prior consultation.  The HKADC members considered that the 
Government should have respected the role of the HKADC as the funding body of the 
HKIFFS, and engaged the HKADC and other relevant stakeholders in the process so that 
they could contribute their views.   
 
 
8. The Committee pointed out that as a major statutory body responsible for the 
planning, promotion and support of the development of the arts in Hong Kong, the HKADC 
should play a key role in developing the cultural and arts software for the West Kowloon 
Cultural District ("WKCD") project.  However, the Committee noted that the HKADC did 
not have institutionalised participation in the Board of the WKCD Authority.  For instance, 
the Chairman, HKADC, was appointed to the Board only in a personal but not official 
capacity as the Chairman of the HKADC.  The Committee asked: 
 

- given that the HKADC's request to nominate several members to the Board of 
the WKCD Authority was rejected by the Government, whether the HKADC 
considered that the Government had not respected its views; and 

 
- why the Government had not allowed the institutionalised participation of the 

HKADC in the Board of the WKCD Authority, if it had paid due regard to the 
HKADC's role and functions.   

 
 
9. The Chairman, HKADC, responded that: 
 

- after the HKADC's request to nominate several members to the Board of the 
WKCD Authority was rejected by the Government, members had not 
formally discussed the matter at a meeting.  Personally, he believed that the 
Government had made this decision after thorough considerations.  Although 
he was appointed to the Board in a personal capacity, he still would convey 
the arts sectors' feedback and the Council's views to the Board;  
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- he had no intention to comment on whether the Government had given due 
respect to the HKADC.  The HKADC, as a publicly-funded statutory body, 
would diligently discharge its functions with its existing resources.  It also 
had the responsibility to support the Government's cultural and arts policy; 

 
- when the WKCD Authority was established, he had conveyed his views to the 

HAB regarding the need to clarify the role and functions of the WKCD 
Authority and the HKADC.  However, sufficient time should be given to the 
Government to rationalise the relationship between the two bodies.  Recently, 
the Chairman of the Development Committee of the WKCD Authority had 
given a briefing to the HKADC, and invited the HKADC to be a partner 
during the consultation process.  The HKADC had also held internal 
discussion to examine its positioning in the WKCD project.  Members 
expressed that they would like to be the major consultation partner playing a 
key role during the process.  The HKADC would further review its 
deployment of resources and put up recommendations for the Government's 
consideration; and        

 
- in a recent Board meeting of the WKCD Authority, the Secretary for Home 

Affairs, as a public officer member of the Board, remarked that the Chairman 
of the HKADC would play a leading role in the development of the cultural 
and arts software for the WKCD project.  The HKADC members welcomed 
this encouraging message from the Government and would make greater 
efforts to actively participate in the cultural and arts software development of 
the WKCD project.    

 
 
10. Regarding the appointment of members to the Board of the WKCD Authority, 
the Secretary for Home Affairs said that the WKCD Authority Ordinance (Cap. 601) was 
approved by the Legislative Council.  The Ordinance had already specified that certain 
members of the Board should be of good standing in the field of arts and culture.  The 
current composition of the Board met the statutory requirements. 
 
 
C. Corporate governance 
 
11.  The Committed noted that the HKADC had already undergone six nomination 
exercises for returning representatives of arts sectors as Council members since its 
establishment in 1995, and the HAB was responsible for appointing a nomination agent to 
assist in conducting the nomination exercise.  However, as revealed in paragraphs 2.9 and 
2.13 of the Audit Report, there was still feedback from some arts organisations/practitioners 
that the process of nominating Council members was not well understood by the arts sectors, 
with some arts organisations/practitioners not yet registered as members of the 
10 nominating bodies.   The Committee asked: 
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- whether the same nomination agent was appointed in the last three nomination 
exercises; and 

 
- about the measures that would be adopted by the HAB to facilitate the 

registration of members of the nominating bodies.   
 
 
12. The Secretary for Home Affairs and Ms Winnie SO Chui-ying, Principal 
Assistant Secretary (Culture) for Home Affairs, said that: 
 

- in the last three nomination exercises in 2001, 2004 and 2007, the HAB had, 
through tendering, appointed the same consulting firm to act as the 
nomination agent.  The HAB had set out the scope of work and deliverables 
in a project brief which was issued to various consulting firms.  In the 
2007 exercise, only one firm responded to the tendering invitation and hence 
the same company was appointed; and  

 
- the HAB had accepted the audit recommendations that it should lengthen the 

period for the registration of members of the nominating bodies, step up voter 
registration efforts and consider earmarking a larger publicity budget to widen 
the publicity channels so that more people from the arts community could 
take part in the next nomination exercise. 

 
 
13. Mr Louis YU, Chief Executive, HKADC, supplemented that during each 
nomination exercise, the HKADC received different feedback from the arts sectors.  For 
example, some persons were not sure about the nominating body to which they belonged, 
and some nominating bodies did not help their members register as voters.  Since the arts 
sectors had been changing rapidly in the past few years, with more new arts groups 
emerging, it was important to continuously improve the nomination procedures.  
 
  
14. According to paragraph 2.18 of the Audit Report, there was a downward trend in 
the attendance rates of members at meetings of the HKADC Council and four of its 
Committees during the previous Council term (2005 to 2007).  The Committee asked 
whether the HKADC had ascertained the underlying reasons for the low attendance rates, 
and whether it was because members felt that despite their expertise and experience in the 
field, their views were not respected and recognised by the Government. 
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15.  The Chairman, HKADC, responded that:  
 

- at the first or second meeting of a new term, the Council would, after 
consulting members' availability, decide the meeting dates for the whole year.  
Meetings were usually held after normal office hours to facilitate members' 
attendance.  However, it was noted that some members, being arts 
practitioners, had to work irregular hours or outside Hong Kong for a 
prolonged period (e.g. filming activities), and there were practical difficulties 
in getting all members to attend the meetings as scheduled; 

 
- improving members' attendance rates had always been his concern.  Staff of 

the Administration Office would remind members to attend meetings.  
Members were also advised to inform the Administration Office in advance if 
they were unable to attend any meetings.  Some members, although not 
being able to attend meetings, would convey their views in writing or through 
other members to the Council or Committee; and 

 
- apart from attending Council and Committee meetings, members also 

contributed to the Council's work by offering advice from time to time and 
participating in other working groups. 

 
 
16.  The Secretary for Home Affairs also said that: 
 

- it was noted that the attendance rates of some individual members were low.  
Members were not able to attend meetings due to various reasons.  Their 
absence from meetings was not because they had any doubt on the effective 
functioning of the Council.  In fact, members were very committed to the 
work of the HKADC and had a keen interest in furthering the development of 
the arts in Hong Kong.  The HKADC's overall performance indicated that it 
had effectively discharged its statutory functions; and   

 
- in recommending re-appointment of the HKADC's members to the Chief 

Executive of the Hong Kong Special Administrative Region, the HAB had 
reported the relevant members' attendance records to the Chief Executive for 
reference.   

 
 
17.  According to the supplementary information provided by Audit in Appendix 15, 
the Committee noted that in 2008, for the Council, Arts Promotion Committee and Arts 
Support Committee meetings, the attendance rates of nominated members were 79%, 83% 
and 74% respectively, whereas those of the directly appointed members were only 69%, 
63% and 53% respectively.  Noting that the attendance rates of nominated members were 
higher than those directly appointed, the Committee enquired about the reasons for such a 
difference. 
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18.  The Chairman, HKADC, said that according to his observation, in the first year 
of a term, the attendance rates of nominated members were higher as matters relating to 
resource allocation and project funding of the arts sector represented by them were 
discussed.  After the first year, when the focus of the discussions shifted to the 
implementation details of specific projects, their attendance rates tended to decline.  For 
directly appointed members, their attendance rates during the whole term tended to remain 
stable.  Nevertheless, the above observation was only based on his experience as Chairman 
in the past four years from 2005 to 2008, and exchange of views with his predecessor.  
Given a longer period, there might be different observation and views.   
 
 
19.  It was revealed in paragraph 2.29 of the Audit Report that for two (13%) of the 
16 Council meetings held in 2007 and 2008, resolutions were passed during the time when 
there was not a quorum.  The Committee asked whether the HKADC had reviewed the 
resolutions passed, and the measures that would be taken to prevent recurrence of similar 
situation. 
 
 
20.   The Chairman, HKADC, and the Chief Executive, HKADC, said that: 
 

- during the two said Council meetings, five resolutions were passed when 
there was not a quorum after some members had left the meeting.  The 
HKADC had already sought the Council's approval for the resolutions 
subsequently; 

 
- according to the procedures of meetings, if there was no quorum during a 

meeting, the Chairman might decide to continue the discussion but no 
decision would be made.  The proposed resolution would then be circulated 
to all members after the meeting for approval.  From 2004 to 2008, among 
the 39 Council meetings held, 10 resolutions were passed through circulation 
of papers due to the lack of a quorum during the meetings.  Hence, there was 
already a mechanism in place for dealing with the passage of resolutions 
when there was not a quorum; 

 
- for the two meetings in question, although the secretary had recorded the time 

when the members left the meetings, the secretary had miscounted the number 
of members and hence had not reminded the Chairman of the lack of a 
quorum.  In preparing the minutes of meetings subsequently, the secretary 
had not counted the number of members present again.  As a result, the 
problem had not been identified until the Audit examination; and 
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- staff of the HKADC had been reminded to pay attention to the counting of the 
number of members during meetings, and take measures to prevent recurrence 
of similar problem.  The secretary would also record the number of attending 
members in the minutes of meetings so that in case a lack of quorum was 
identified after a meeting, remedial actions could be taken at the next Council 
meeting.  

 
 
21.  According to paragraph 2.33 of the Audit Report, Audit examination of the 
declarations of interests submitted by Council members of the previous term (2005 to 2007) 
and by current Council members (with tenure from 2008 to 2010) showed that some 
members had not submitted any declarations of interests or had not submitted them for 
some years.  Of the 24 current members, 12 had not submitted their declarations of 
interests for 2008.  The Committee enquired about the latest position of these cases, and 
whether any cases of conflict of interests had been identified before. 
 
 
22. The Chief Executive, HKADC, replied that: 
 

- the declarations of interests of all current members had been received by 
February 2009.  The HKADC had not followed up the declarations of 
interests of those former members who were not re-appointed.  The HKADC 
adopted a two-tier reporting system for declaration of interests.  Apart from 
submitting declaration of interests forms, members were also required to 
report at meetings any conflict of interest; and 

 
- in the early years, there were indeed cases of members having received grants 

without declaring interests, resulting in investigations by the Independent 
Commission Against Corruption ("ICAC").  Since then, the declaration of 
interests system had been improved.  A Review Committee had been set up 
under the Council to monitor and review conflict of interest cases.  If 
members were involved in or related to a project application, that application 
would be passed to the Review Committee for further examination.  

 
 
23. As reported in paragraph 2.38 of the Audit Report, Audit examination of the 
HKADC's three-year strategic plans revealed that there was a break in the planning period 
as the year 2004-2005 was not covered by any strategic plan.  Further, the HKADC had 
not posted the second and third strategic plans on its website for reference by stakeholders 
and the arts community.  The Committee asked: 
 

- about the reasons for the break in the planning period; 
 
- about the process of formulating strategic plans; and  
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- whether the HKADC would publicise its strategic plans in future. 
 
 
24.  The Chairman, HKADC, and the Chief Executive, HKADC, said that: 
 

- the break in 2004-2005 was due to the transition period between two Council 
terms, during which a Chairman was appointed to serve a short remaining 
period of a term.  The former Chairman might consider it not necessary to 
carry out a three-year strategic plan during his short tenure.  After he took up 
the Chairmanship in 2005, a three-year strategic plan was made;  

 
- the HKADC usually held a brainstorming session six months after the 

commencement of a new Council term, and another session in the middle of 
the term.  The first session aimed to obtain members' consensus regarding 
the specific objectives to be achieved and the task list for the coming three 
years.  In the second session, members would review the progress, priority 
and effectiveness of the HKADC's work, and make necessary adjustments.  
Members and staff at managers and above level would attend these 
brainstorming sessions, and sometimes government officials or expertise in 
the field would be invited to exchange views with them; and     

 
- the HKADC would arrange a retreat in June 2009 to prepare for the next 

three-year strategic plan.  After the three-year strategic plan was made, the 
HKADC would consider publicising it on the website and the annual report.   

 
 
25. In view of the problems in corporate governance and administration of 
grants/projects identified by Audit, the Committee asked whether: 
 

- the HKADC would consider setting up an audit and compliance committee to 
oversee and strengthen internal control and compliance matters, in addition to 
the six Committees established under the Council; and 

 
- there was any accounting professional in the HKADC's existing membership.     

 
 
26.  The Chairman, HKADC, and the Chief Executive, HKADC, replied that: 
 

- before Audit commenced its review of the HKADC, the idea of setting up an 
internal audit mechanism had been raised by members at a brainstorming 
session held in 2008.  Members' reaction was positive, and the HKADC was 
reviewing the matter;  
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- after the audit review, the Management Committee had been tasked to follow 
up the audit recommendations.  The progress made in implementing such 
recommendations had become a standing item since the last two meetings of 
the Management Committee.  The HKADC had drawn lessons from this 
audit exercise, and would consider carrying out internal audit in its operations 
where appropriate; and 

 
- there was no accounting professional in the HKADC's existing membership.  
 

   
27. The Committee asked whether the Council had regularly reviewed its 
performance indicators/measurements with a view to fulfilling its mission, and whether the 
number of new arts groups and artists supported was one of the indicators.  The Chairman, 
HKADC, and the Chief Executive, HKADC, said that the performance of the HKADC 
and that of specific projects were discussed at Council meetings from time to time.  In 
evaluating its performance, the HKADC was concerned about the feedback from the arts 
sectors, in addition to quantitative results such as the number of projects completed.  
Currently, there was no measurement on the number of new arts groups and artists 
supported, but the HKADC would consider adopting similar indicators.   
 
 
D. Grants and proactive projects 
 
Appointment of examiners 
 
28. The Committee noted that the HKADC appointed examiners to assist it in 
application adjudication and project assessment.  However, according to paragraphs 3.9 
and 3.12 of the Audit Report, as at 31 December 2008 (five months after their appointment), 
27 (10%) of the 274 selected examiners had not returned their appointment acceptance 
forms, and 24 (9%) of the 274 examiners had not submitted their curriculum vitae ("CV") 
forms.  Of these 24 examiners, 19 were assigned application adjudication/project 
assessment duties.  The Committee enquired:  
 

- how the examiners were recruited, selected and appointed; and 
 
- why the HKADC had not followed up with the examiners regarding their 

appointment acceptance forms and CV forms. 
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29. The Chief Executive, HKADC, and Ms Josephine WAI, Director, Arts 
Support, HKADC, replied that:  
 

- there were two channels to recruit examiners.  The HKADC would conduct 
open recruitment of examiners by placing advertisements in newspapers.  
Besides, the respective art-form groups could also nominate qualified and 
experienced persons to serve as examiners.  All applicants had to go through 
a selection process.  The criteria for selecting examiners included the 
applicants' qualifications, experience, professional standing and whether they 
had the time and commitment to carry out the adjudication and assessment 
work;   

 
- the arrangement for appointing examiners to assist in project adjudication was 

approved by the HKADC Council in 1999 after detailed discussion.  The 
HKADC had invited the ICAC to comment on its appointment procedures.  
As application adjudication/project assessment formed the core of the 
HKADC's work, the HKADC would continue to improve the system;  

 
- examiners with relevant professional background would first be selected from 

the pool of over 400 examiners, and they should have no conflict of interest 
with the project applicants.  The assignment of examiners would then be 
determined by drawing lots.  After the examiners had completed 
adjudication, the recommended subvention amount would be submitted to the 
Arts Support Committee for endorsement; and 

 
- for some long-serving examiners, when they were re-appointed, they told the 

Administration Office that they had submitted their CV forms before.   
After verbal confirmation was obtained from them, they were not required to 
submit the CV forms again. 

 
 

Audit examination of grant and proactive projects 
 
30. Regarding the assessment of grant/proactive projects, the Committee asked:  
 

- about the criteria adopted for making assessment, and how such criteria could 
facilitate the HKADC in furthering the development of the arts; 

 
- about the number and percentage of grant/proactive projects approved in 

2007-2008 for which examiners were assigned to attend and observe the 
project activities for making assessment;  

 
- whether there were any measures to handle the situation where the assigned 

examiners turned out to be unavailable for making assessment, as referred to 
in paragraph 3.23 of the Audit Report; and 
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- whether examiners with unsatisfactory performance would be removed from 
the pool. 

 
 
31. The Chairman, HKADC, and the Chief Executive, HKADC, said at the public 
hearing and in his letter of 26 May 2009 in Appendix 16 that: 

 
- the criteria adopted for the assessment of grant/proactive projects varied 

depending on the nature of the projects.  In general, the criteria included the 
artistic merit of the project, technical standard, creativity and originality, and 
value of the project to the arts development in Hong Kong.  These criteria 
would enable the HKADC to have an independent artistic review to assess the 
outcome and merits of these projects.  When the same applicants submitted 
new project applications in future, the assessment reports would also be made 
available to the examiners for reference.  This would facilitate the HKADC 
to further arts development through supporting applicants and projects with 
good track record and merits; 

 
- the number of grant/proactive projects due to complete in 2007-2008 was 236, 

of which assessment had been arranged for 231 projects, equivalent to 
97.9% of the total projects; 

 
- sometimes planned assessment could not be carried out because the examiners 

became unavailable (e.g. due to sickness) and did not inform the 
Administration Office in advance to facilitate the making of alternative 
arrangements.  In future, the HKADC might consider adopting a standby 
examiners arrangement, say, by requesting a staff member to act as examiner 
when the assigned examiner suddenly became unavailable; and 

 
- when considering re-appointment of examiners, the Administration Office 

would prepare a performance report of the examiners setting out information 
such as whether they had provided the assessment reports on time, the number 
of occasions on which they failed to carry out the assignments as scheduled, 
etc, for reference by the selection panel.  If the performance of examiners 
was found to be unsatisfactory, the examiners would not be re-appointed. 

 
    
32. According to paragraph 3.29 of the Audit Report, 32 (47%) of the 
68 grantees/project organisers could not complete their projects and/or submit their reports 
on time, and had to apply for extension of time for project completion and/or report 
submission.  The approved extension of time for them ranged from 10 to 365 days, with an 
average of 89 days.  The Committee enquired: 
 

- about the reasons why a substantial proportion of grantees/project organisers 
could not submit their projects/reports on time; 
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- whether the HKADC would consider adopting more stringent measures in 
respect of those grantees/project organisers who had repeatedly failed to 
submit their projects/reports on time; and 

 
- whether such delay in submission would affect the grantees/project 

organisers' future applications. 
 
 
33. The Chief Executive, HKADC, and the Director, Arts Support, HKADC, said 
that: 
 

- among those 47% of grantees/project organisers who could not complete their 
projects and/or submit their reports on time, about 80% of them had applied 
for an extension of three months in accordance with the HKADC's procedures.  
The HKADC had allowed the grantees/project organisers to extend the project 
completion date, as long as they could provide valid justifications, such as 
artistic creation reasons, difficulties in venue booking, or the lack of other 
financial support.  Such flexibility was given to meet the needs of the arts 
sector, especially since many of the grantees were small arts groups or 
individual artists with limited resources.  The HKADC inclined to provide 
support to these grantees instead of regulating or penalising them; and 

 
- three types of reports were used to assess the performance of the 

grantees/project organisers.  The first one was the artistic performance report, 
which would be included for reference by examiners when the 
grantees/project organisers submitted new applications.  In addition, the 
grantees/project organisers had to submit a self-assessment report, including 
information such as the number of performance sessions, the number of 
tickets sold, and the number of audience and comments by the media.  An 
assessment of financial performance by auditors was also required.  The 
administrative and financial performance of the grantees/project organisers 
would be presented in a paper for reference by the examiners.   

 
 
34. In respect of the following instances of non-compliance identified by Audit, the 
Committee queried why the HKADC had not followed the laid-down requirements in the 
Procedures Handbook:  
 

- reminders were not issued on 24 occasions (22%), and there was a delay of 
two to 24 days in issuing 11 reminders (10%) (paragraph 3.28 of the Audit 
Report referred); 
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- among the 12 grantees/project organisers on the HKADC's "frozen" list, 
"frozen" letters were not issued for four cases, and for six cases, "frozen" 
letters were not issued within seven days after the expiry of project/report due 
dates (paragraph 3.32 of the Audit Report referred); and 

 
- the grantees/project organisers of four "frozen" cases had not completed 

project reports which had been overdue for a long time, and no action had 
been taken in recovering the grants (paragraph 3.35 of the Audit Report 
referred). 

 
 
35. The Director, Arts Support, HKADC, explained that: 
 

- although there were some instances where the "frozen" letters were not issued 
or issued with a delay, these cases would not be missed out as the computer 
system would automatically "freeze" such overdue projects.  Once the 
project status was frozen, the grantees/project organisers concerned could not 
proceed with any other new applications unless with the approval of the 
Accounts Department; 

 
- the Administration Office had not issued reminders for some cases because 

during its communication with the grantees/project organisers, it was aware of 
the progress of the projects and noted that the projects could eventually be 
completed.  For example, sometimes the promotional materials and the 
acknowledgement lists of the performance had already been submitted to the 
HKADC for checking, and the HKADC had assigned examiners to assess the 
performance;    

 
- for some cases, "frozen" letters had not been issued timely as flexibility had 

been allowed in view of the special circumstances of individual cases.  In 
one case, the delay involved was 131 days.  The grantee, a Nepalese, had 
difficulties in filling in the relevant forms and preparing project proposal in 
writing.  The Administration Office had to provide close guidance to him at 
each step of his application and throughout the project implementation period, 
and issue reminders to him from time to time.  A non-standard "frozen" 
letter was also issued to him using languages that he could easily understand.  
The grantee was grateful for the assistance rendered by the staff of the 
HKADC; and   

 
- regarding the four long overdue cases, for one case, the HKADC had never 

released the funding as it was not sure whether the new Chairperson of the 
arts group would accept the grant.  The other three projects had eventually 
been completed, and the HKADC's auditors were auditing their accounts. 
Hence, the HKADC had decided not to take legal action against them to 
recover the grants.  



 
P.A.C. Report No. 52 – Chapter 2 of Part 4 

 
Hong Kong Arts Development Council 

 
 
 

 

- 68 - 

36. The Chairman, HKADC, added that: 
 

- before he took up the Chairmanship, there was a general impression from the 
arts sectors that the HKADC was bureaucratic and rigid in following rules and 
procedures.  He tried to change such impression by emphasising the role of 
the HKADC as a responsible service provider, i.e. accountable to itself, to the 
arts sectors and to the public.  Whilst it was necessary to maintain the 
relevant rules and procedures, it was also important to streamline the 
procedures and adopt a user-friendly attitude in providing service and support 
to the arts sectors.  During this change process, there might be situations in 
which the Administration Office had to exercise flexibility or discretion when 
the arts groups or arts practitioners could not meet the laid-down 
requirements; 

 
- since there were discrepancies between actual implementation and the 

stipulated requirements, the HKADC would also consider revising the 
guidelines or Handbook to build in flexibility for discretion or exceptional 
arrangements, and specify the approval authority; and   

 
- the increase in workload in the past two years had also resulted in oversight or 

inadequacies in the handling of projects.  In 2006-2007, there were a total of 
487 applications and the HKADC approved about 190 projects.  In 
2007-2008, the number of applications increased to over 800, and the 
approved projects amounted to 354, representing an 80% increase compared 
to the previous year.  In 2008-2009, there were over 700 applications and 
more than 400 projects were approved.  Despite such increase, staff of the 
HKADC had made their best efforts to ensure compliance with the relevant 
requirements. 

 
 
37. Referring to some of the irregularities identified by Audit, the Secretary for 
Home Affairs also mentioned in his opening statement that: 
 

- with the transfer of the responsibility for administering funding to the major 
performing arts groups to the HAB on 1 April 2007, the HKADC had since 
focused on the cultivation and development of small-to-medium sized arts 
groups and local emerging artists.  Some of the issues raised in the Audit 
Report reflected the challenges facing the HKADC as it embarked on this new 
course, as well as the development process of the small-to-medium sized arts 
groups; and   
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- to improve the management of these arts groups, the HKADC had begun to 
offer short courses on the management and governance of arts groups in 
February 2009.  These courses, covering topics from accounting, contract 
management, intellectual property to corporate governance, were designed to 
help the small and medium sized arts groups upgrade their management and 
governance skills.  As the small and medium sized arts groups picked up 
their management and governance standards, it was necessary for the 
HKADC to maintain a degree of flexibility in exercising its regulatory role 
over them to allow them room for growth and development. 
 

   
38. In the above connection, the Committee asked whether the HKADC Council 
was regularly informed of the irregularities identified in the administration of grants and 
proactive projects, so that members could have a better understanding of the situation and 
might take actions to address the problems as necessary.   
 
 
39. The Chairman, HKADC, said that a comprehensive list of projects was 
submitted for members' information at almost every Council meeting.  The list included 
information on project commencement date, and project due date and expected completion 
date.  Although there was no detailed information on when reminders or refund letters 
were issued, the Administration Office would bring up the long overdue cases to the 
attention of the Council and seek its direction on the action to be taken.  The HKADC 
would consider including more useful information on the list to facilitate project 
monitoring.       
 
 
E. Administrative issues 
 
40.  Regarding the relocation to the Quarry Bay office referred to in paragraphs 4.10 
to 4.16 of the Audit Report, the Committee enquired about the justifications for moving to a 
larger office, and whether sufficient information had been provided to the Management 
Committee to facilitate its decision-making.  The Chairman, HKADC, and the Chief 
Executive, HKADC, explained that: 
 

- due to the booming property market in 2007, the HKADC was informed that 
the rent for the Sheung Wan office would increase on renewal of the lease.  
Since then, the Management Committee had thoroughly considered various 
options of relocation, including the possibility of moving to the Jockey Club 
Creative Arts Centre in Shek Kip Mei.  The Administration Office had also 
carried out detailed analyses for different options;  
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- the decision to move to the Quarry Bay office had taken into account the fact 
that the office had a longer lease term of five years, and the HKADC could 
save the cost and disruption of having to move to another office upon expiry 
of a three-year tenancy agreement.  The moving cost, amounting to around 
$6 million, would far exceed the rental cost incurred over a five-year period 
for the additional office space in the Quarry Bay office.  Hence, the HKADC 
considered the moving plan feasible; and  

 
- it was anticipated that the HKADC had to play a more important role to assist 

in the development of the cultural and arts software of the WKCD project.  
Hence, sufficient office space was required to cope with future expansion.  
The surplus space would also provide a venue for arts groups to hold meetings, 
workshops or exhibitions and to forge closer ties.  Although no supporting 
data for future expansion was provided in the office accommodation proposal, 
the HKADC considered its decision reasonable having regard to the above 
considerations.   

 
 

F. Conclusions and recommendations 
 

41.  The Committee: 
 
  Role and functions of the Hong Kong Arts Development Council ("HKADC") 
 

- expresses concern that the HKADC, as a statutory body established for the 
purpose of the development of the arts in Hong Kong with an annual funding 
of about $100 million, might not have been given due respect and recognition 
by the Government to enable it to fully discharge its eight functions as 
specified in section 4 of the HKADC Ordinance (Cap. 472), as reflected by 
the following: 

 
   Hong Kong International Film Festival Society ("HKIFFS") 

 
(a) the HKADC's funding and monitoring responsibility over the HKIFFS 

was transferred to the Television and Entertainment Licensing Authority 
under the Commerce and Economic Development Bureau ("CEDB") 
starting from 1 April 2009.  Although the HKADC had been providing 
funding to the HKIFFS since 2004, it was not consulted but only notified 
by the Home Affairs Bureau ("HAB") in February 2009 of the transfer.  
As a result, the Chairman, HKADC, wrote to the Secretary for Home 
Affairs to convey the Council's dissatisfaction about the absence of prior 
consultation as it considered that the HKADC, as the funding body of 
the HKIFFS, should be engaged in the process so that it could contribute 
its views;  

 



 
P.A.C. Report No. 52 – Chapter 2 of Part 4 

 
Hong Kong Arts Development Council 

 
 
 

 

- 71 - 

(b) the HKADC held extensive discussion with the HKIFFS in 2008 
regarding a proposed evaluation mechanism for assessing the 
performance of the HKIFFS.  However, the time and efforts spent by 
the HKADC to enhance the evaluation mechanism might be wasted due 
to the transfer of the funding and monitoring responsibility of the 
HKIFFS to the CEDB; and  

 
West Kowloon Cultural District ("WKCD") project 
 
(c) the HKADC, as a major statutory body responsible for the planning, 

promotion and support of the development of the arts in Hong Kong, 
should play a key role in developing the cultural and arts software for the 
WKCD project.  However, the HKADC does not have institutionalised 
participation in the Board of the WKCD Authority.  For instance, the 
Chairman, HKADC, was appointed to the Board only in a personal but 
not official capacity as the Chairman of the HKADC.  The HKADC's 
request that it should have the right to nominate several members to the 
Board was also rejected by the Government;  

 
- urges the Government to: 

 
(a) accord to the HKADC the recognition it deserves as the statutory body 

tasked with the role to develop the arts in Hong Kong as stipulated in 
section 4 of the HKADC Ordinance, such as by allowing 
institutionalised participation of the HKADC in the HKIFFS and the 
WKCD project; and  

 
(b) rationalise the relationship between the WKCD Authority and the 

HKADC, so as to ensure the optimal utilisation of the HKADC's annual 
funding in the planning, promotion and support of the development of 
the arts in Hong Kong;  

  
     Corporate governance 
 

- expresses concern that: 
 

(a) despite the fact that the HKADC has already undergone six nomination 
exercises since its establishment in 1995 and that the same nomination 
agent was appointed by the HAB to assist in conducting the last three 
nomination exercises, in the 2007 nomination exercise, there was still 
feedback from some arts organisations/practitioners that the process of 
nominating the HKADC members was not well understood by the arts 
sectors, with some arts organisations/practitioners not yet registered as 
members of the 10 nominating bodies; 
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(b) there was a downward trend in the attendance rates of members at 
meetings of the HKADC Council and four of its Committees during the 
previous Council term (2005 to 2007); 

 
(c) according to the observation of the Chairman, HKADC, in the first year 

of a term, the overall attendance rates of nominated members at Council 
and Committee meetings were higher as matters relating to resource 
allocation and project funding of the arts sector represented by them 
were discussed.  After the first year, the attendance rates tended to 
decline when the focus of the discussions shifted to the implementation 
details of specific projects;  

 
(d) for two of the Council meetings held in 2007 and 2008, resolutions were 

passed in the absence of a quorum; and 
 

(e) for the Council term 2005 to 2007, three of the 24 members had not 
submitted any declarations of interests throughout their tenure and 
10 had not submitted their declarations for one or two years.  For the 
term 2008 to 2010, 12 of the 24 members had not submitted their 
declarations for 2008;  

 
- considers that as the members' expertise and commitment are essential to the 

effective functioning of the Council and its Committees, they should make 
greater efforts to attend the meetings, although it understands that some 
members, being arts practitioners who have to work irregular hours or who 
are outside Hong Kong frequently, may face practical difficulties in attending 
all Council and Committee meetings; 

 
- acknowledges that: 

 
(a) the Secretary for Home Affairs has agreed to implement the audit 

recommendations in paragraphs 2.14 and 2.25 of the Director of Audit's 
Report ("Audit Report"); and 

 
(b) the Chief Executive, HKADC, has agreed to implement the audit 

recommendations in paragraphs 2.24, 2.30, 2.34, 2.39 and 2.45 of the 
Audit Report; 

 
- urges:  

 
(a) the Secretary for Home Affairs to:  
  

(i) lengthen the registration period to facilitate the registration of 
members of the nominating bodies; and 
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(ii) expeditiously implement the audit recommendations in paragraphs 
2.14 and 2.25 of the Audit Report; and 

 
(b) the Chief Executive, HKADC, to: 

 
(i) ascertain the reasons for the declining attendance rates at the 

Council and some Committee meetings during the previous Council 
term and take measures to encourage members' active participation 
in meetings throughout the term of their membership; 

 
(ii) consider setting up an audit and compliance committee, with a 

professional accountant as a member, to oversee and strengthen 
internal control and compliance matters;  

 
(iii) promote an understanding of important corporate governance 

principles among Council members, especially new members 
(e.g. through briefings at induction programmes); and 

 
(iv) expeditiously implement the above audit recommendations; 

 
  Grants and proactive projects 
 

- expresses serious concern that there are inadequacies in the appointment of 
examiners for application adjudication/project assessment: 

 
(a) in 2008, for the four art-forms selected for review by the Audit 

Commission, the HKADC assigned application adjudication/project 
assessment duties to 11 examiners who had not returned their 
appointment acceptance forms, and to 19 examiners who had not 
submitted their curriculum vitae ("CV") forms to declare their interests; 
and 

 
(b) during July 2005 to June 2008, the HKADC had not required its 

examiners to submit their updated CV forms on an annual basis to keep 
the register of examiners' interests up-to-date;  

 
- expresses concern that on the administration and assessment of 

grants/projects: 
 
(a) the HKADC has not ensured that cultural exchange projects were 

processed in time.  As a result, the HKADC entered into agreements 
with two grantees after completion of the respective cultural exchange 
project, rendering some grant conditions (such as project monitoring) not 
applicable;  
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(b) planned assessments for six projects were not carried out as the assigned 
examiners turned out to be unavailable; and 

 
(c) 47% of the sampled grantees/project organisers could not complete their 

projects and/or submit their reports on time and had to apply for 
extension;   

 
- acknowledges that the Chief Executive, HKADC, has agreed to implement 

the audit recommendations in paragraphs 3.15 and 3.39 of the Audit Report; 
 
- urges the Chief Executive, HKADC, to: 

 
(a) implement measures to ensure that all examiners return their 

appointment acceptance forms and CV forms before they take up the 
appointment;  

 
(b) make appropriate arrangements to ensure that project assessments can 

still be carried out as planned when examiners cannot undertake assigned 
duties (e.g. to introduce arrangements for standby examiners);  

 
(c) regularly report to the Council on any irregularities identified in the 

administration of grants and proactive projects, so that appropriate 
measures can be taken to address such problems; and 

 
(d) consider adopting more stringent measures in respect of grantees/project 

organisers who have repeatedly failed to complete projects/reports on 
time (e.g. to debar them from making further grant/proactive project 
applications for a longer period), and publicising such measures to 
discourage delay in submission; 

 
 Administrative issues 
 

- accepts the HKADC's explanation that before deciding on the relocation to 
the Quarry Bay office, the Management Committee had thoroughly 
considered various options.  The decision had taken into account the fact that 
the Quarry Bay office had a longer lease term of five years, and the HKADC 
could save the cost and disruption of having to move to another office upon 
expiry of a three-year tenancy agreement.  The surplus space would also 
allow for future expansion and provide a venue for arts groups to hold 
meetings, workshops or exhibitions and to forge closer ties.  Nevertheless, 
the Committee is concerned that: 

 
(a) in the Management Committee paper of September 2007 concerning the 

relocation of the HKADC office, there was no supporting data to justify 
the request for additional space in the accommodation proposal; and 
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(b) in the Management Committee's discussion of using some of the surplus 
space in the Quarry Bay office to provide new support services to arts 
groups, financial data was not provided for the Management 
Committee's consideration;  

 
- expresses concern that there was room for improvement in placing surplus 

fund as time deposits to earn interest income;  
 
- acknowledges that the Chief Executive, HKADC, has agreed to implement 

the audit recommendations in paragraphs 4.17, 4.25, 4.31 and 4.37 of the 
Audit Report; and 

 
  Follow-up actions 
 

- wishes to be kept informed of: 
 

(a) any progress made in allowing the institutionalised participation of the 
HKADC in the HKIFFS and the WKCD project; 

 
(b) any progress made in rationalising the relationship between the 

WKCD Authority and the HKADC; 
 
(c) the decision made in lengthening the registration period to facilitate the 

registration of members of the nominating bodies; 
 
(d) the reasons for the declining attendance rates during the previous 

Council term and the measures taken to encourage members' active 
participation in meetings throughout the term of their membership; 

 
(e) the decision made regarding the setting up of an audit and compliance 

committee; 
 

(f) the measures taken to promote an understanding of important corporate 
governance principles among Council members, especially new 
members; 

 
(g) the measures taken to ensure that all examiners return their appointment 

acceptance forms and CV forms before they take up the appointment; 
 
(h) the arrangements made to ensure that project assessments can still be 

carried out as planned when examiners are unavailable to undertake 
assigned duties;  
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(i) the decision made regarding the adoption of more stringent measures in 
respect of grantees/project organisers who have repeatedly failed to 
complete projects/reports on time; and 

 
(j) the progress made in implementing other audit recommendations. 
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A. Introduction 
 
  The Audit Commission ("Audit") conducted a review of the Quality Education 
Fund ("QEF") which focused on the following areas: 
 

- governance and strategic management; 
 
- administration of information technology ("IT") equipment projects;  
 
- project management; and 
 
- dissemination and commercialisation of project deliverables. 

 
 
2. Hon Paul CHAN Mo-po declared that: 
 

- he was a non-executive director of Breakthrough, which was a Christian 
youth organisation.  Breakthrough had applied for QEF funding, but he was 
not involved in the application and operation of the QEF funded projects; 

 
- he was the Chairman of Friends of Caritas.  Some Caritas organisations and 

schools might have applied for QEF funding, but he was not involved in their 
operations; and 

 
- he also sat on the advisory board of the accounting department of various 

universities, but he was not sure whether the departments/universities had 
applied for QEF funding. 

 
 
3. Hon Abraham SHEK Lai-him declared that he had been a non-executive director 
of the Shakespeare 4 All Company Limited, which was a non-profit-making English 
teaching organisation, from September 2003 to January 2007.  He was not involved in the 
organisation's operation and he did not know if it had applied for QEF funding.    
 
 
4. Dr Hon Philip WONG Yu-hong, Chairman of the Committee, declared that he 
was a director of Chu Hai College of Higher Education, but he did not know whether it had 
applied for QEF funding. 
 
 
 
 
 
 
 



 
P.A.C. Report No. 52 – Chapter 3 of Part 4 

 
The Quality Education Fund 

 
 
 

 

 - 78 -

B. Governance and strategic management 
 
5. According to paragraphs 2.3 and 2.4 of the Audit Report, the QEF Steering 
Committee ("SC") had not laid down the frequency of meetings for the Dissemination and 
Promotion Sub-committee ("DPS").  Similarly, the QEF Investment Committee ("IC") had 
not stipulated the number of meetings to be held annually.  Table 1 further revealed that on 
three occasions, the interval between meetings was more than six months.  For instance, 
the interval between the two meetings of the Assessment and Monitoring Sub-committee 
("AMS") held on 23-24 March 2004 and 14 October 2004 was as long as 6.7 months.  The 
Committee asked: 
 

- about the frequency of meetings of the SC and the AMS;  
 
- how the Administration ensured that the AMS had sufficient participation in 

the assessment of funding applications under the QEF, given that the interval 
between some of the AMS meetings was excessively long; and  

 
- about the internal control measures in place to ensure that the assessment 

process was fair and public funds were well spent.  
 
 
6.  Mr Raymond WONG Hung-chiu, Permanent Secretary for Education, and 
Mrs Michelle WONG YAU Wai-ching, Deputy Secretary for Education, stated that: 
 

- it was true that on the three occasions identified by Audit, the intervals 
between meetings were unduly long.  Normally, the SC and the AMS held 
meetings once every three months; 

 
- there were different assessment procedures applicable to funding applications 

of different scales.  For applications involving a grant not exceeding 
$200,000, assessments were made once a month.  An application would first 
be vetted by staff of the QEF Secretariat and then assessed by two AMS 
members by circulation of papers.  The whole process would be completed 
in three months' time; 

 
- for applications involving a grant of more than $200,000 but not exceeding 

$500,000, assessments were made once every three months by three AMS 
members, who would bring up their assessment results for discussion and 
approval at a meeting of the AMS; 
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- for large-scale applications involving a grant of more than $500,000, they 
would first be assessed by eight AMS members and the project proposals 
would then be passed to all AMS members for consideration.  Finally, the 
applications would be presented to the AMS for discussion and approval at its 
meeting.  The whole process would be completed in five to six months' time; 
and 

 
- the QEF Secretariat had a stringent mechanism for vetting all funding 

applications before they were considered by the AMS.  After an application 
was forwarded to AMS members for consideration, though by circulation, 
there were still several rounds of discussions between the members and the 
QEF Secretariat staff.  Moreover, the factors for consideration in assessing 
an application were already set out in the application form. 

 
 
7.  The Committee further enquired about the Administration's decision regarding 
Audit's recommendation on the stipulation of a minimum frequency of meetings for the IC 
and the DPS.  Mr Michael SUEN Ming-yeung, Secretary for Education, responded in 
his letter of 1 June 2009 in Appendix 17 that, subject to the endorsement of the SC at its 
meeting in July 2009, the IC and the DPS should conduct meetings three and four times 
respectively in each 12-month period. 
 
 
8.  The Committee noted from paragraphs 2.5 to 2.7 of the Audit Report that the 
QEF had not specified the quorum requirements for the meetings of the IC, AMS and DPS 
as well as the number of days prior to a meeting that discussion papers should reach 
members.  Paragraphs 2.15 to 2.17 also revealed that although the SC, IC and DPS met, to 
a large extent, the criteria for adopting the two-tier reporting system for declaration of 
interests as set out in the guidelines issued by the Home Affairs Bureau, they only adopted a 
one-tier reporting system.  The Committee asked how the QEF would rectify the situation. 
 
 
9.  The Permanent Secretary for Education stated at the public hearing and the 
Secretary for Education in his letter of 1 June 2009 that: 
 

- the IC, AMS and DPS had all along followed the SC's practice on quorum 
requirement, but this was not documented.  Subject to the SC's endorsement 
at its meeting in July 2009, the IC, AMS and DPS would document and 
observe the existing practice whereby the quorum should be constituted by at 
least 50% of the membership of the committee or sub-committees concerned.  
Moreover, the discussion papers for respective committees and 
sub-committees would be made available to members five working days 
before the meetings; and 
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- the Administration agreed that the SC, IC and DPS should adopt the two-tier 
reporting system for declaration of interests and would seek their endorsement 
in this respect. 

 
 
10.  According to paragraphs 2.11 and 2.12, the attendance rate of three members at 
the DPS meetings was on the low side, ranging from 29% to 47% since their appointment to 
January 2009.  It appeared to the Committee that apart from their expertise and experience, 
the members' commitment to the work of the DPS was also important in order that the 
DPS's responsibilities could be fulfilled.  The Committee asked whether the 
Administration would: 
 

- take into account the attendance records of the members when considering 
their reappointment to the QEF committees and sub-committees; and 

 
- consider devising a mechanism for publishing the attendance rate of members 

at the QEF committee and sub-committee meetings, such as on the QEF 
website, so as to allow monitoring by the public. 

 
 
11.  The Permanent Secretary for Education responded that: 
 

- a member's attendance record was an important factor for consideration in 
deciding on the reappointment of a serving member to the QEF committees 
and sub-committees; and 

 
- at present, the QEF Secretariat would remind those members whose 

attendance rate began to decline, hoping that they would make a greater effort 
to attend meetings.  The QEF Secretariat would consult the committees and 
sub-committees regarding the proposal to publish members' attendance rate at 
meetings. 

 
 
12.  The Committee noted from paragraph 2.43 of the Audit Report that the QEF had 
not established any outcome targets and indicators that could help measure its effectiveness.  
Noting that since its establishment in January 1998 to August 2008 (i.e. end of the 
2007-2008 school year1), the QEF had approved 7,434 projects with grants amounting to 
$3,620 million, which was a huge sum, the Committee asked how the Administration 
measured the QEF's effectiveness and ensured that the QEF achieved its objective.   
 
 
 

                                                           
1  Unless otherwise specified, all years mentioned hereinafter refer to school years which 

commence on the first day of September. 
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13.  The Permanent Secretary for Education said that it was difficult to measure 
the overall performance of the QEF because certain achievements could not be quantified.  
However, the QEF would seriously explore the feasibility of establishing performance 
measures, including the number of QEF funded projects that could achieve their preset 
targets and whether stakeholders were satisfied with the projects. 
 
 
14.  It was mentioned in paragraph 1.7 of the Audit Report that the QEF had 
identified project themes to address prevailing educational priorities.  The QEF gave 
priority consideration to applications which were in line with the identified themes.  
Currently, there were 11 project themes, including moral and civic education, as well as 
national education.  The Committee asked about the QEF's criteria and guidelines for 
deciding whether an application under a project theme, such as national education, should 
be approved and how the QEF evaluated whether the intended objectives of the approved 
project were achieved. 
 
 
15.  The Permanent Secretary for Education responded that: 
 

- the QEF projects were school-based initiatives.  The QEF encouraged 
funding applications from schools as they could initiate proposals that best 
suited their needs, circumstances and stage of development.  In their 
applications, the schools were required to state the targets of the proposed 
projects.  All applications were assessed in a fair and impartial manner.  
The QEF would consider whether the proposed projects met the QEF's 
objective of promoting quality school education, their impact on teachers and 
schools, feasibility, etc; and 

 
- the purpose of introducing project themes was to address the prevailing needs 

of school education.  Projects under the same theme could take a variety of 
forms and have various contents.  Taking the project theme of "national 
education" as an example, some schools promoted national education through 
a school subject, while others promoted it by launching extra-curricular 
activities. 

 
 

16.  In response to the Committee's request, the Secretary for Education provided, 
in his letter of 1 June 2009, the number and percentage of projects approved as well as the 
amount and percentage of funding granted for each of the 11 project themes adopted from 
April 2008 to February 2009, as referred to in Note 3 in paragraph 1.7 of the Audit Report. 
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17. The Committee noted that whilst the primary objective of the QEF was to 
promote quality education at all levels, the proportion of projects and funding for the 
pre-primary sector was low.  As commented by Audit in paragraph 2.39 of the Audit 
Report, the additional support given to the pre-primary sector might not have been fully 
effective in encouraging applications for the sector.  The Committee enquired whether the 
QEF would consider setting a proportion of projects and funding for the pre-primary sector, 
or introduce other measures to ensure that pre-primary education would also benefit from 
the QEF.  
 
 
18. The Permanent Secretary for Education replied that: 
 

- the QEF had no intention to set a proportion of projects and funding for 
different sectors, including the pre-primary sector, so as not to limit the 
amount of funding that could be granted to well-deserved projects for 
different sectors; and 

 
- the QEF would provide special support for those sectors that needed 

assistance.  For the pre-primary sector, the QEF would take various 
measures, including the conduct of tailor-made consultation sessions and 
briefing for the front-line teachers of kindergartens and child care centres, 
with a view to helping them to apply for QEF funding. 

 
 
C. Administration of IT equipment projects 
 
19.  The Committee noted from paragraphs 3.6 and 3.7 of the Audit Report that in 
April 2004, details of the QEF matching grant were deliberated by the SC.  However, 
when seeking the Finance Committee ("FC")'s approval for the non-recurrent grant of 
$126.5 million, the Administration did not provide information about the QEF matching 
grant in the FC paper (FCR(2004-05)27) of July 2004.  As information about the matching 
grant was important to the FC in its consideration of the funding proposal, the Committee 
asked why the Administration did not explicitly provide the information in the FC paper. 
 
 
20.  The Secretary for Education and the Permanent Secretary for Education 
stated that: 
 

- the Administration agreed that information about the matching grant was 
important and relevant to the FC's consideration of the funding proposal and 
should have been provided in the FC paper.  In fact, in June 2004, one month 
before the FC meeting, during the discussion of the funding for the IT in 
Education Strategy at the meeting of the Panel on Education, the then Deputy 
Secretary (Education and Manpower) had informed the Panel of the matching 
grant.  Having searched the records, the Administration could not find out 
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the reason why the information was not included in the FC paper.  It was 
unfortunate that there was such an omission; and 

 
- staff of the Education Bureau would be reminded to include all relevant 

information in the papers to the FC and other committees.  The 
Administration would try its best to ensure that similar incidents would not 
recur in future.   

 
 
21.  According to paragraphs 3.11 and 3.12 of the Audit Report, in February 2007, the 
SC deliberated the introduction of a new project theme, namely "Use of new technology for 
school administrative work".  Under this project theme, schools could apply for funding, 
e.g. installation of a smart card system to take student attendance, for reducing the 
administrative burden of teachers.  Nevertheless, up to the end of 2007-2008, the QEF 
only received 429 applications.  425 applications totalling $45 million were approved.  
About two-thirds of the 1,200 eligible schools had not yet applied for funding under this 
project theme.   
 
 
22.  The Committee queried: 
 

- why the number of applications for funding under this project theme was so 
unsatisfactory, despite its clear target to alleviate teachers' workload; and 

 
- whether the low application rate reflected that the Administration had not 

proactively encouraged schools to apply for funding under this project theme. 
 
 
23.  In his letter of 1 June 2009, the Secretary for Education stated that: 
 

- "Use of new technology for school administrative work" was one of the 
annual project themes of QEF project applications and it was not a mandatory 
requirement for all schools to apply for projects under this theme.  QEF 
projects were school-based initiatives that met the development needs and 
interest of the schools concerned.  It was not expected that all schools would 
adopt such new technology in view of the different needs of individual 
schools; 

 
- since the introduction of this project theme in March 2007, the QEF 

Secretariat had organised various activities to promote the theme, including 
annual briefing sessions for schools, and seminars for school sponsors and 
education bodies.  Moreover, proposals of successful applications were 
posted on the QEF Cyber Resource Centre for reference of other schools; and 
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- the number of applications for this project theme was amongst the highest of 
all the project themes.  The number of applications progressed steadily and 
the number of applications under this project theme had increased to about 
500 in May 2009.   

 
 
24.  To ascertain the underlying reason for the low application rate under this project 
theme, the Committee asked: 

 
- about the estimated recurrent costs of the smart card system;  

 
- the procedure for applying for funding under this project theme; and 

 
- whether the small number of applications was due to the high recurrent costs 

of the smart card system, which would not be borne by the QEF (as 
mentioned in Note 7 in paragraph 3.11 of the Audit Report), or the 
burdensome application procedure. 

 
 
25.  The Secretary for Education informed the Committee in his letter of 1 June 
2009 that: 
 

- the recurrent costs of the smart card system varied depending on the choice of 
system and vendor.  The average yearly recurrent cost was about $8,000 per 
school;  
 

- the application procedure for applying for funding under this project theme 
was generally the same as that for other project types.  In view of the nature 
of this project theme, the information details required from applicant schools 
had been simplified to facilitate applications; 
 

- informal exchanges with schools revealed that some school heads had 
generally found the existing administrative and management computer system 
(i.e. Web-based School Administration and Management System) developed 
by the Education Bureau adequate in serving the needs of their schools and 
thus a new system with additional functionalities was not required.  Some 
had expressed concerns over various administrative issues such as loss of the 
smart cards or students' misuse of the Octopus cards; and 

 
- the QEF Secretariat would continue to address concerns of schools and 

encourage them to consider applying for funding under this project theme 
through further briefings and dissemination activities.  
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D. Project management 
 
26.  The Committee noted from paragraphs 4.4 to 4.10 of the Audit Report that the 
conditions of the QEF grant required grantees to report project progress regularly to the 
QEF.  To ensure the timely submission of monitoring reports, the QEF Secretariat issued 
reminders to grantees and took follow-up actions.  However, in 2007-2008, of the 
1,613 monitoring reports due for submission, 861 (53%) were not submitted until the QEF 
Secretariat issued reminders.  In paragraph 4.11(b), Audit recommended that the Secretary 
for Education should consider taking more effective measures to deter repeated delays in 
the submission of monitoring reports.  For example, the QEF might take into account the 
number of first and second reminders issued when considering the assignment of an 
"unsatisfactory label" to grantees, or implement a retention money system for withholding 
grant payments.  
 
 
27.  The Committee further referred to paragraph 4.12 of the Audit Report in which 
the Secretary for Education said, among others, that the QEF Secretariat had to maintain the 
balance between the need to tighten the reminder system and the actual circumstances, and 
that the QEF would consider carefully the implications of the proposed retention money 
system on the grantees.  It appeared to the Committee that the above response was not 
positive.  The Committee therefore queried: 
 

- whether the Administration sincerely accepted Audit's recommendations, 
which aimed to ensure the grantees' timely submission of monitoring reports 
and improve the effectiveness in project monitoring; 

 
- about the factors that the QEF Secretariat would consider in maintaining the 

balance between the need to tighten the reminder system and the actual 
circumstances; and 

 
- whether and how the QEF would implement the retention money system. 

 
   
28.  The Permanent Secretary for Education said at the public hearing and the 
Secretary for Education in his letter of 1 June 2009 that: 
 

- the Administration recognised the importance of increasing the effectiveness 
and efficiency of project monitoring, which were mainly achieved by ensuring 
the grantees' timely submission of the progress reports and financial reports 
every six months, as well as administering the reminder systems for 
non-compliance cases; 
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- there were two issues that some schools might encounter difficulties.  First, 
in the actual implementation of the projects, there were always school-specific 
circumstances that might result in some unavoidable delay of the schools' 
original working schedules.  Such circumstances might include the change of 
team membership because of staff turnover, and need to redeploy staff from 
the project team to address changes in priorities of the school during the 
school year.  Second, the projects were normally led by serving teachers who 
had to deliver their daily teaching services in addition to the administration of 
the projects.  There was room for improving the reporting system so that the 
teachers' workload in taking forward the QEF projects could be minimised 
while maintaining effective monitoring of the projects;    

 
- against the above background, to maintain the balance between the need to 

tighten the reminder system and the actual circumstances, the QEF would 
examine whether it was appropriate to refine the existing arrangements under 
which all grantees, irrespective of the background (including the levels of 
grants they received, scale of projects and their track record), should follow 
the same six-month reporting requirement.  The QEF would examine the 
feasibility of requiring some types of grantees that were of lower-risk or met 
certain specified conditions to submit progress reports and financial reports 
every nine or 12 months instead.  For those grantees to which the six-month 
requirement should apply, the QEF would enforce the prevailing monitoring 
mechanism.  Besides, as an overall strategy, the QEF would enhance the 
monitoring mechanism by spelling out clearly the consequences of late 
submission in its correspondence with the grantees from the early stage; 

  
- regarding the retention money system, withholding grant payments would 

affect the grantees as they had to pay salary to the staff concerned and other 
expenses of the projects.  If the amount to be withheld was large, small 
institutions would be deterred from making applications.  Hence, a certain 
degree of flexibility was necessary.  The QEF would consider the feasibility 
of holding up 5% to 10% of the non-staff-cost subsidy, which was to be 
released after the grantee had submitted the project-end final report and final 
financial report; and 

 
- the QEF Secretariat would consult the SC on the proposed arrangements set 

out above. 
 
 
29.  Regarding the control over project expenditure, the Committee noted from 
paragraph 4.20 of the Audit Report that of the 23 applications for reallocation of funds 
approved from July 2007 to June 2008, 16 (70%) were applications for covering approval.  
In all the 16 applications, the QEF Secretariat did not issue any warnings to the grantees.  
The Committee enquired how the QEF Secretariat would tighten the control on reallocation 
of funds in future. 
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30.  The Permanent Secretary for Education and the Deputy Secretary for 
Education stated that: 
 

- the QEF would continue to remind grantees of the need to seek prior approval 
for fund reallocation; and 

 
- the QEF Secretariat would issue a reminder to a grantee who failed to comply 

with the requirement.  A grantee's record of failing to obtain prior approval 
would serve as a reference in evaluating its performance and affect its future 
applications for QEF funding.  Such consequence would be stated clearly in 
the reminder issued to the grantee. 

 
 
31.  On the methodology for vetting the financial reports of projects, the Committee 
noted Audit's comments in paragraph 4.27 of the Audit Report that the QEF audit team 
should take into account the risk profile of different grantees (e.g. their management styles 
and internal control procedures) in determining the extent of vetting.  The Committee 
asked how the QEF would implement the recommendation. 
 
 
32.  Noting that some staff of the QEF audit team did not have formal training in 
auditing or accounting, the Committee asked whether the Administration would consider 
enlisting the support of the Treasury or Audit to provide basic training to the staff 
concerned.  The QEF might also consult the professional staff of the Treasury or Audit on 
how to implement the risk-based approach in vetting financial reports. 
 
 
33.  The Permanent Secretary for Education undertook to consider the above 
suggestion.  He also stated that the QEF agreed with Audit that the audit team should 
adopt a more risk-based approach in vetting financial reports, so as to focus its efforts on 
vetting those that were more error-prone.  There were professional accountants in the QEF 
audit team but their number was insufficient.  The QEF would consider the ways to 
provide training to staff of the audit team and discuss with the professional staff how to take 
forward Audit's recommendation. 
 
 
34.  The Committee asked how the QEF monitored the grantees to ensure that the 
funded projects could achieve the objectives specified in the applications.  The 
Permanent Secretary for Education explained that: 
 

- the QEF requested the applicants to state in their applications the project 
objectives as well as the indicators for evaluating whether the objectives had 
been achieved.  In assessing the applications, the QEF would take into 
consideration whether the indicators for evaluation were clear; and   
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- after a project had commenced, the QEF monitored its performance through 
various means, such as requiring the grantees to report on project progress. 
Monitoring visits to the grantees by QEF Secretariat staff and members of the 
SC and the AMS would also be conducted.  The grantees might even be 
invited to present their projects to members of the SC and the AMS.  When 
necessary, experts like the academics from universities would be invited to 
assist in monitoring the effectiveness of a project. 

 
 
35.  The Committee pointed out that whilst it was important to step up control over 
project expenditure and project management, in assessing whether a grantee's future 
applications for QEF funding should be approved or whether a grant payment should be 
made to a grantee as scheduled, apart from the grantee's degree of compliance with the 
QEF's guidelines and requirements, the QEF should also take into account the effectiveness 
of the previous projects launched by the grantee.  The Committee asked whether the QEF 
had the practice of conducting surveys to gauge the beneficiaries' views on the effectiveness 
of a funded project. 
 
 
36.  The Deputy Secretary for Education responded that: 
 

- during the implementation of a project, a grantee was required to submit 
half-yearly progress reports and interim financial reports until the project was 
completed.  The grantee was also required to conduct self-evaluation on 
different areas according to the preset objectives of the project to measure if 
the objectives had been achieved.  After the completion of the project, the 
QEF Secretariat would consolidate the self-evaluations by the grantee; 

  
- in evaluating a project, the QEF would take into account the qualitative aspect, 

such as the project's impact on teachers and schools as well as the experience 
gained by the school head or teachers during project implementation; and 

 
- the QEF would consider introducing other measures to gauge the 

effectiveness of a project, such as by conducting satisfaction surveys and 
questionnaire surveys. 

 
 
37.  The Committee appreciated that it was undesirable to measure the effectiveness 
of a funded project solely in a value-for-money perspective.  Besides, too many rules and 
regulations would hinder creativity and increase the burden on the teachers leading the 
projects as they had to perform other teaching duties.  Hence, a certain degree of flexibility 
in the application and reporting procedures was necessary.  The Committee therefore 
asked: 
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- how the Administration would strike a balance between the need to maintain 
accountability in using public funds and the need to avoid creating undue 
workload for teachers and discouraging potential applicants; and 

 
- whether the application and reporting procedures of the QEF applicable to 

school applicants were more lenient than those to commercial organisation 
applicants.  

 
 
38. The Secretary for Education and the Permanent Secretary for Education said 
that: 
 

- the Administration fully shared the Committee's concern and was working 
hard to strike a balance between accountability and avoidance of creating 
undue workload for teachers.  In fact, the QEF procedures had been 
simplified following several reviews.  For example, at present the QEF 
accepted applications on a year-round basis instead of by a fixed date, thereby 
reducing the pressure on teachers due to the need to meet the application 
deadline.  On the other hand, the Audit Report highlighted certain areas for 
improvement in the QEF's administration which helped to upkeep 
accountability.  The QEF would take follow-up actions as appropriate; and 

 
- schools and commercial organisations were subject to the same application 

and reporting procedures.  In assessing a funding application, an important 
factor for consideration was the merits of the proposed project. 

 
 
39. On the management of assets, the Committee noted from paragraph 4.40 of the 
Audit Report that the QEF did not require grantees to report on the deployment of assets 
upon project completion.  The Committee asked how the QEF would rectify the situation. 
 
 
40. The Deputy Secretary for Education said that under the current arrangement, 
each grantee was required to keep an asset register showing the deployment of the assets of 
the project.  Audit had identified the area for improvement in this regard, which was 
probably due to insufficient guidelines in this regard.  The QEF would clarify the 
guidelines and follow up Audit's recommendation. 
 
 
41. The Committee noted Audit's observation in paragraph 4.44 of the Audit Report 
that the Operation Manual had not adequately spelt out the guidelines and work procedures 
of the QEF.  The Committee asked about the frequency of reviewing the Operation 
Manual, including when it was last updated and when the next update would be. 
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42. The Deputy Secretary for Education said at the public hearing and the 
Secretary for Education in his letter of 1 June 2009 that the Operation Manual was last 
reviewed in April 2008.  Apart from the review, the Manual was also updated from time to 
time on a need basis, the last time being July 2008.  The next annual review had been 
scheduled for July 2009.     
 
 
E. Dissemination and commercialisation of project deliverables 
 
43. Regarding the commercialisation of project deliverables, the Committee asked 
about the reason for implementing a commercialisation strategy, and whether such strategy 
was in line with the QEF's positioning of catering for worthwhile non-profit-making 
initiatives within the ambit of pre-primary, primary, secondary and special education.   
 
 
44. The Deputy Secretary for Education explained that: 
 

- the commercialisation strategy was implemented in 2003 when the QEF had 
been launched for several years.  The experience accumulated indicated that 
many QEF deliverables should be shared among schools or even with users 
outside Hong Kong.  However, schools interested in the project deliverables 
might not be given sufficient quantity of the deliverables.  Also, the public 
might not know that there were good-quality QEF deliverables that suited 
them, or might not be able to acquire the deliverables even if they were 
interested in them.  As such, the QEF considered that there was a market for 
its project deliverables and hence adopted a commercialisation strategy;  

 
- in the past few years, the QEF was trying hard to widen the distribution 

network for its products, such as selling through post offices and the 
Government Bookstore on the Internet.  However, some sales channels were 
not yet ready for various reasons.  The QEF would continue to explore ways 
to widen the dissemination of QEF products so that they could reach a wider 
spectrum of potential users, particularly parents; and 

 
- the objective of commercialisation was not to make profit, but to widen the 

distribution net and to ensure that the project deliverables were acquired by 
those in need.  It was also decided that the prices of the saleable products 
should be pitched at a level affordable by the prospective clients and able to 
recover just the basic costs borne by the QEF. 
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45. According to paragraphs 5.21 to 5.24 of the Audit Report, in 2006, the QEF 
approved a grant of $3.3 million for a commercial organisation (Grantee 6) to undertake a 
project to help enhance students' Chinese language ability and knowledge in Chinese 
culture (Case 6).  However, the QEF had not established a clear and mutually agreed 
mechanism with Grantee 6 to ensure that it would charge fees at a reasonable and 
affordable level after completing its project.  For instance, while Grantee 6 undertook to 
set the annual fee for using the reading platform at a level for its operation to break even, 
the QEF had not agreed with Grantee 6 on the types and extent of expenditure 
(e.g. administrative overhead) which the operation would bear. 
 
 
46. As the cost of a project could include both direct and indirect costs, the 
Committee asked whether the QEF had agreed with Grantee 6 how its cost was to be 
determined.  The Deputy Secretary for Education stated that as the project had just 
completed, the QEF was still discussing with Grantee 6 the level of services fees to be paid 
by schools for using the reading platform, with a view to ensuring that the fees would be 
reasonable and affordable. 
 
 
47. The Committee further enquired: 
 

- about the rationale for approving the project proposal of Grantee 6, which was 
a commercial organisation; 

 
- about the current arrangements for setting the service fees charged by the 

Grantee 6 at a level which would be reasonable and affordable to schools; and 
 

- whether the DPS had considered taking measures to ensure that, when 
entering into arrangements with commercial organisations for the 
commercialisation of QEF products, the products would be made available to 
schools at a reasonable and affordable price. 

 
 
48. In his letter of 1 June 2009, the Secretary for Education informed the 
Committee that: 
 

- the project proposal was supported in view of its innovative ideas relating to 
the development of e-resources, overall benefits to the education sector and its 
potential to sustain by commercial means the use of state-of-the-art 
technology in that new area of development; 
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- it was noteworthy that the SC had endorsed the Objectives and Plans of the 
QEF for 2006-2008 in which partnership with the private sector was one of 
the objectives (i.e. Objective 3 - "To encourage collaboration amongst schools, 
Government, non-government organisations and the private sector in the 
furtherance of quality education").  Under this objective, it was agreed that 
priority would be given to applications that encouraged or resulted in closer 
and more varied collaboration;   

 
- the proposed service fees charging plan from the grantee would be vetted by 

the QEF Secretariat and circulated to the SC for endorsement.  Any proposal 
should be considered with due regard to the contextual background of 
individual cases against the requirements of affordability and sustainability of 
the service;  

 
- the main purpose for commercialisation was for wider dissemination of QEF 

deliverables, not for profit making.  All business proposals for the 
commercialisation of QEF project deliverables would be deliberated by the 
DPS considering the reasonable pricing of the items to be commercialised and 
the benefits that the commercial activities would bring for the wider 
dissemination of QEF project deliverables.  Moreover, the QEF Secretariat 
in general used the formulae as set out in Note 13 in paragraph 5.11 of the 
Audit Report for determining the retail prices of products sold via commercial 
outlets; and 

 
- taking into account of the latest development of commercialisation, the DPS 

would consider taking further measures to ensure that the pricing strategy of 
QEF products would facilitate the availability of products to schools at a 
reasonable and affordable price.  Proposed measures would be presented for 
discussion at the DPS meeting scheduled for October this year.  

 
 
49. To obtain a better understanding of the policy on commercialisation of QEF 
project deliverables, the Committee asked: 

 
- whether the part of the agreement between the QEF Trustee and Grantee 6 on 

QEF project deliverables, as referred to in paragraph 3 of Appendix H of the 
Audit Report, was based on any established policies or ad hoc considerations 
applicable to a project with commercial potential; and  

 
- what the policies or considerations were and how they were determined.  
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50. The Secretary for Education responded in his letter of 1 June 2009 that: 
 

- the general policy of granting QEF projects was that all deliverables generated 
from the projects should remain the exclusive property of the QEF and be 
made available to the beneficiaries concerned free of charge.  However, if 
the grantee or a third party wished to invest in the redevelopment of QEF 
deliverables for commercial distribution subsequent to the project period, the 
existing policy was that the QEF could grant the right to use the copyright of 
the deliverables and charge royalty amounting to 10% of the proceeds of the 
commercial deliverables; and 

 
- regarding Case 6 in the Audit Report, the AMS and the SC deliberated the 

case and developed the agreement on QEF project deliverables with reference 
to the general policy of granting QEF projects and the policy on 
commercialisation of QEF deliverables.  It had been stipulated in the agreed 
project proposal attached to the agreement that the organisation should, 
among others, continue to provide users free-of-charge access to the 
50 e-books; levy an annual service fee that was to be formulated on a 
balanced income and expenditure basis for using the additional functionalities 
of the e-platform; pay to the QEF a royalty amounting to 10% of the gross 
proceeds in respect of schools' use of the new e-books to be developed and the 
e-platform functions.  The QEF would continue to monitor the service fee to 
be charged by the grantee and ensure that the agreed basis of charging was 
followed.   

 
 
51. Turning to the copyright of QEF project deliverables, the Committee asked 
whether the copyright belonged to the QEF or the grantees concerned.  The Deputy 
Secretary for Education said that the project deliverables could be a set of teaching 
materials and compact disks, etc.  Having obtained legal advice, the QEF decided that it 
should own the copyright of the deliverables of the projects developed with QEF funding.  
This arrangement was stipulated in the agreement between the QEF and the grantee.  The 
project deliverables might be distributed to interested schools or sold through various 
channels. 
 
 
52. The Committee further asked: 
 

- why the QEF considered it necessary to own the copyright instead of sharing 
it with the grantee who developed the project deliverables, so as to encourage 
creativity and attract application from commercial organisations;  

 
- whether any project applicants and grantees had ever requested to retain the 

copyright of the project deliverables; and 
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- about the arrangement for the grantees to use or adapt the deliverables 
developed by themselves. 

 
 
53. The Deputy Secretary for Education replied at the public hearing and the 
Secretary for Education in his letter of 1 June 2009 that: 
 

- since the QEF Secretariat's implementation of the copyright policy, there had 
been no request from project applicants and grantees to retain the copyright of 
the project deliverables; 

 
- to take forward the QEF's policy intent to disseminate extensively QEF 

products for sharing and promotion among stakeholders such as teachers and 
parents, as well as the general public, the QEF was the exclusive owner of the 
ownership and copyright of all deliverables so created as a result of the 
projects funded by the QEF.  That arrangement aimed to facilitate editing, 
repackaging or commercialisation of QEF products for wider dissemination 
purposes, avoiding any users from infringing the copyright with possible legal 
liability;  

 
- notwithstanding the above copyright arrangement, the QEF Secretariat had 

been implementing the following measures to facilitate the adaptation, 
distribution and further development or research relating to the QEF 
deliverables by different genuine users: 

 
(a) allowing grantees to use any project materials beyond the project period 

as long as the use was in step with the project objectives stated in the 
project agreement; and  

 
(b) granting relevant parties the right to use the copyright of the QEF project 

deliverables for other purposes subject to the individual merits of 
respective proposals.  In the past, the QEF had granted licences to an 
organisation for the redevelopment of the teaching resources derived 
from two QEF projects with royalty payable to the QEF from the sale of 
the two teaching packages thus redeveloped.  Besides, the QEF had 
also granted a contractor commissioned by the Education Bureau the 
right to use the QEF deliverables for producing free Chinese Language 
bridging course materials for non-Chinese speaking children; and 

   
- the QEF would continue to implement the above measures to facilitate users 

in using the copyright of QEF deliverables as the case merited. 
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54. The Committee further asked about the number and percentage of project 
proposals by "commercial organisations" that had been approved since the QEF's 
establishment, and the nature of such organisations (e.g. non-governmental organisations). 
 
 
55. In his letter of 1 June 2009, the Secretary for Education advised that since the 
establishment of the QEF in 1998, 99 projects had been granted to corporate organisations 
registered under the Companies Ordinance, accounting for 1.3% of the total number of QEF 
projects approved over the years.  The 99 projects were from 54 organisations, 30 of 
which were of charitable organisation status, including three non-governmental 
organisations. 
 
 
F. Conclusions and recommendations  

 
56. The Committee: 
2.  
  Promotion of quality school education 
  

- considers it is important that: 
 

(a) as the Quality Education Fund ("QEF") has been established for more 
than 11 years with the objective of promoting quality school education at 
all levels, the Administration should evaluate regularly whether and how 
the QEF on the whole and on a project basis has been able to achieve its 
objective; and 

 
(b) the application and reporting procedures of the QEF should be as simple 

and user-friendly as possible and in any event not be so burdensome as 
to become a disincentive to potential applicants and create undue 
workload for teachers, provided that accountability is not undermined; 

 
  Governance and strategic management 

 
- expresses concern that: 
 

(a)  the QEF Steering Committee ("SC") has not laid down the frequency of 
meetings for the Dissemination and Promotion Sub-committee ("DPS").  
Similarly, the QEF Investment Committee ("IC") has not stipulated the 
number of meetings to be held annually; 
 

(b) the QEF has not specified the quorum requirements for the meetings of 
the IC, Assessment and Monitoring Sub-committee ("AMS") and DPS;  
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(c) the QEF has not specified the number of days prior to a meeting that 
discussion papers should reach members, and 17 (50%) of the papers 
discussed at Committee and Sub-committee meetings in 2006-2007 and 
2007-2008 were sent to members two calendar days or less before the 
meetings; 
 

(d) the attendance rate of three members at DPS meetings was on the low 
side (29% to 47% from their appointment to January 2009);  

 
(e) the SC, IC and DPS adopt a one-tier reporting system for declaration of 

interests, despite the fact that they meet, to a large extent, the criteria for 
adopting the two-tier reporting system set out in the guidelines issued by 
the Home Affairs Bureau; 

 
(f) a QEF application involving a grant not exceeding $200,000 is only 

required to be assessed by two AMS members by circulation of papers, 
and the AMS's participation in the assessment of such funding 
applications may be insufficient; 

 
(g) the AMS's business plan for 2007-2008 did not provide an estimate of 

the financial resources required to accomplish the strategic objectives; 
 
(h) the QEF's annual budget does not include the AMS's budget on grant 

payments; 
 
(i) the proportion of projects and funding for the pre-primary sector was 

low; and 
 
(j) the additional support given to the pre-primary sector might not have 

been fully effective in encouraging applications for the sector;  
 

- acknowledges that: 
 

(a) the IC, AMS, and DPS have followed the SC's practice on quorum 
requirement.  The QEF will document the practice and continue to 
observe the requirement;  

 
(b) the QEF does not intend to set a proportion of projects and funding for 

different sectors, including the pre-primary sector, so as not to limit the 
amount of funding that can be granted to well-deserved projects for 
different sectors; and 

 
(c) the Secretary for Education accepts the audit recommendations in 

paragraphs 2.8, 2.13, 2.18, 2.24, 2.32, 2.40 and 2.45 of the Audit Report; 
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- urges the Secretary for Education to: 
 

(a) review the arrangement for assessment of funding applications, having 
regard to the need to increase the AMS's participation in the assessment 
of applications involving a grant not exceeding $200,000 while 
maintaining the efficiency of the assessment process;  

 
(b) proactively explore more effective ways to encourage applications from 

the pre-primary sector; and 
 
(c) expeditiously implement the above audit recommendations;  

 
  Administration of information technology equipment projects 
 

- regrets that although the details of the QEF matching grant were deliberated 
by the SC in April 2004, the Education Bureau did not provide information 
about the matching grant in the Finance Committee ("FC") paper 
(FCR(2004-05)27) of July 2004 when seeking the FC's approval for funding 
to implement the Information Technology in Education Strategy;  
 

  - expresses serious concern: 
 

(a)  that although the project theme "Use of new technology for school 
administrative work", introduced by the SC in March 2007, has a clear 
target to alleviate teachers' workload, up to the end of the 2007-2008 
school year, about two-thirds of the 1,200 eligible schools had not yet 
applied for funding under this project theme; and 

  
(b) about whether reception of the above project theme by eligible schools 

has been effectively monitored since its introduction two years ago, as 
there have only been informal exchanges with schools to find out the 
reasons for the low application rate;   

 
- acknowledges: 

 
(a) the Secretary for Education's admission that it was an omission on the 

part of the Education Bureau that information about the matching grant 
was not provided in the FC paper (FCR(2004-05)27) of July 2004;  

  
(b) the number of applications under the project theme "Use of new 

technology for school administrative work" has increased to about 500 in 
May 2009; and 

 
(c) the Secretary for Education accepts the audit recommendations in 

paragraphs 3.8 and 3.13 of the Audit Report; 
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- urges the Secretary for Education to: 
 

(a) ensure that the Education Bureau will provide all relevant information to 
the FC when seeking its funding approval;  

 
(b) take measures to address the concerns of schools about using new 

technology for school administrative work, so as to encourage schools to 
apply for funding under the project theme "Use of new technology for 
school administrative work"; and 

 
(c) actively engage the potential beneficiaries of a project theme after its 

launching and carry out timely evaluation, so as to understand their 
concerns earlier and optimise the utilisation of the project theme;  

 
  Project management 
 

- considers that it is of the utmost importance that a QEF funded project can 
achieve the intended objectives specified in the application.  In assessing 
whether a grant payment should be made to a grantee as scheduled, the QEF 
should not only focus on the grantee's degree of compliance with the QEF's 
guidelines and requirements on project management, but also on the 
effectiveness of the project in achieving its objectives, particularly from the 
beneficiaries' perspective; 

 
- expresses concern that: 

 
(a) in 2007-2008, of the 1,613 monitoring reports due for submission, 

861 (53%) were not submitted until the QEF Secretariat issued 
reminders; 

 
(b) the QEF has not formalised the procedures for seeking endorsement of 

the relevant QEF authorities for variations of project deliverables; 
 
(c) of the 23 applications for reallocation of funds approved from July 2007 

to June 2008, 16 (70%) were applications for covering approval.  The 
QEF Secretariat did not issue any warnings to the grantees in all the 16 
applications; 

 
(d) regarding the vetting of financial reports of projects: 
 

(i) the number of financial reports pending vetting by the QEF audit 
team had increased from 205 at the beginning of 2005-2006 by 
355% to 932 at the end of 2007-2008; 
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(ii) the current methodology adopted by the QEF audit team for the 
vetting work is not conducive to focusing its effort on vetting 
financial reports that are more error-prone; and 

 
(iii) the QEF basically relied on its audit team to vet the financial 

reports of almost all projects.  However, some staff of the audit 
team did not have formal training in auditing or accounting; 

 
(e) non-compliances with the General Guidelines issued by the QEF were 

noted during Audit Commission's visits to five grantees; 
  
(f) the number of field audits conducted by the QEF audit team decreased 

from 76 in 2005-2006 by 66% to 26 in 2007-2008; 
  
(g) the QEF does not require grantees to report on the deployment of assets 

upon project completion; and 
  
(h) the Operation Manual has not adequately spelt out the guidelines and 

work procedures of the QEF;  
  

- acknowledges that: 
 

(a) the QEF will continue to remind grantees of the need to seek prior 
approval for fund reallocation; and  

 
(b) the Secretary for Education accepts the audit recommendations in 

paragraphs 4.11, 4.16, 4.21, 4.29, 4.37, 4.41 and 4.45 of the Audit 
Report; 

 
- urges the Secretary for Education to: 
 

(a) identify ways to simplify the reporting procedure of the QEF, so as not 
to create undue workload for the grantees; 

 
(b) conduct surveys to gauge the beneficiaries' views on the effectiveness of 

a funded project; 
 
(c) take into account the survey results and a grantee's record of seeking 

prior approval for fund reallocation in deciding whether a grant payment 
should be made to a grantee as scheduled and whether other QEF 
applications from a grantee should be approved;  

 
(d) take effective measures to encourage prompt submission of monitoring 

reports, such as by linking the releases of grant payments with a 
grantee's timeliness in submitting reports; 
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(e) adopt a risk-based approach in vetting the financial reports, taking into 
account the risk profile of different grantees in determining the extent of 
vetting; and 

 
(f) provide formal training in auditing and accounting to staff of the audit 

team; 
  

  Dissemination and commercialisation of project deliverables 
 

- expresses concern that: 
 

(a) the QEF does not require grantees to provide details of the mechanism 
for distributing project deliverables; 

 
(b) the QEF has followed the 2005 pricing guidelines in setting prices for 

products sold via commercial outlets.  However, the QEF Secretariat 
had not obtained the endorsement of the DPS for the 2005 pricing 
guidelines; and 

 
(c) the QEF has not established a clear and mutually agreed mechanism with 

a commercial organisation (Grantee 6) to ensure that it would charge 
fees at a reasonable and affordable level after completing its project.  
For instance, while Grantee 6 undertook to set the annual fee for using 
the reading platform at a level for its operation to break even, the QEF 
had not agreed with Grantee 6 on the types and extent of expenditure 
(e.g. administrative overhead) which the operation would bear; 

  
- acknowledges that: 
 

(a) the QEF is discussing with Grantee 6 the level of service fees to be paid 
by schools for using the reading platform, with a view to ensuring that 
the fees would be reasonable and affordable; and 

 
(b) the Secretary for Education accepts the audit recommendations in 

paragraphs 5.5, 5.14, 5.19 and 5.25 of the Audit Report; 
    

- urges the Secretary for Education to:  
 

(a) expeditiously finalise the discussion with Grantee 6 on the level of  
service fees to be paid by schools for using the reading platform and 
ensure that the fees are reasonable and affordable; and  

 
(b) expeditiously explore measures to ensure that QEF products are made 

available to schools at a reasonable and affordable price when the QEF 
enters into arrangements with commercial organisations for the 
commercialisation of QEF products;  
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  Follow-up actions 
 

- wishes to be kept informed of: 
 

(a) the decision made regarding the proposed review on the arrangements 
for assessing applications, having regard to the need to increase the 
AMS's participation in the assessment of applications involving a grant 
not exceeding $200,000 while maintaining the efficiency of the 
assessment process;  

 
(b) the ways identified by the QEF to encourage applications for the 

pre-primary sector;  
 
(c) the measures taken to address the concerns of schools about using new 

technology for school administrative work, so as to encourage schools to 
apply for funding under the project theme "Use of new technology for 
school administrative work";  

 
(d) the decision made regarding the proposed engagement of the potential 

beneficiaries of a project theme after its launching and carrying out of 
timely evaluation, so as to understand their concerns earlier and optimise 
the utilisation of the project theme;  

 
(e) the ways to simplify the reporting procedure of the QEF, so as not to 

create undue workload for the grantees; 
 
(f) the measures taken to encourage prompt submission of monitoring 

reports, such as by linking the releases of grant payments with a 
grantee's timeliness in submitting reports; 

 
(g) the decision made regarding the proposed adoption of a risk-based 

approach in vetting the financial reports of projects;  
 
(h) the result of the discussion with Grantee 6 on the level of service fees to 

be paid by schools for using the reading platform;  
 
(i) the measures taken to ensure that QEF products are made available to 

schools at a reasonable and affordable price when the QEF enters into 
arrangements with commercial organisations for the commercialisation 
of QEF products; and 

 
(j) the progress made in implementing the various audit recommendations. 

 
 





 
 

CHAPTERS IN THE DIRECTOR OF AUDIT'S REPORT NO. 52 
DEALT WITH IN THE PUBLIC ACCOUNTS COMMITTEE'S REPORT 
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Director of 
Audit's Report 

No. 52 
 

   Chapter    

 
 
 
 
Subject 

 
P.A.C.  

Report No. 52 
 

    Chapter    
   

3 Equal Opportunities Commission  
 

1 

5 Hong Kong Arts Development Council  
 

2 

7 The Quality Education Fund  
 

3 
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APPENDIX 1 
 
 

RULES OF PROCEDURE OF 
THE LEGISLATIVE COUNCIL OF 

THE HONG KONG SPECIAL ADMINISTRATIVE REGION 
 
 
72. Public Accounts Committee 
 
 (1) There shall be a standing committee, to be called the Public Accounts 
Committee, to consider reports of the Director of Audit – 
 
  (a) on the accounts of the Government; 
 
  (b) on such other accounts required to be laid before the Council as 

the committee may think fit; and 
 
  (c) on any matter incidental to the performance of his duties or the 

exercise of his powers as the committee may think fit. 
 
 (2) The committee shall also consider any report of the Director of Audit 
laid on the Table of the Council which deals with examinations (value for money 
audit) carried out by the Director relating to the economy, efficiency and 
effectiveness of any Government department or public body or any organization to 
which his functions as Director of Audit extend by virtue of any Ordinance or which 
receives public moneys by way of subvention.  
 
 (3) The committee shall consist of a chairman, deputy chairman and     
5 members who shall be Members appointed by the President in accordance with 
an election procedure determined by the House Committee.    (L.N. 214 of 2005) 
 
 (3A) The chairman and 2 other members shall constitute a quorum of the 
committee.     (L.N. 214 of 2005) 
 
 (3B) In the event of the temporary absence of the chairman and deputy 
chairman, the committee may elect a chairman to act during such absence. 
(L.N. 214 of 2005) 
 
 (3C) All matters before the committee shall be decided by a majority of the 
members voting.  Neither the chairman nor any other member presiding shall vote, 
unless the votes of the other members are equally divided, in which case he shall 
give a casting vote.     (L.N. 214 of 2005) 
 
 (4) A report mentioned in subrules (1) and (2) shall be deemed to have 
been referred by the Council to the committee when it is laid on the Table of the 
Council. 
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 (5) Unless the chairman otherwise orders, members of the press and of 
the public shall be admitted as spectators at meetings of the committee attended 
by any person invited by the committee under subrule (8).  
 
 (6) The committee shall meet at the time and the place determined by the 
chairman.  Written notice of every meeting shall be given to the members and to 
any person invited to attend a meeting at least 5 clear days before the day of the 
meeting but shorter notice may be given in any case where the chairman so 
directs.  
 
 (7) (Repealed L.N. 214 of 2005) 
 
 (8) The chairman or the committee may invite any public officer, or, in the 
case of a report on the accounts of or relating to a non-government body or 
organization, any member or employee of that body or organization, to give 
information or any explanation or to produce any records or documents which the 
committee may require in the performance of its duties; and the committee may 
also invite any other person to assist the committee in relation to any such 
information, explanation, records or documents. 
 
 (9) The committee shall make their report upon the report of the Director 
of Audit on the accounts of the Government within 3 months (or such longer period 
as may be determined under section 12 of the Audit Ordinance (Cap. 122)) of the 
date on which the Director's report is laid on the Table of the Council.  
 
 (10) The committee shall make their report upon the report of the Director 
of Audit mentioned in subrule (2) within 3 months (or such longer period as may be 
determined by the Council) of the date on which the Director's report is laid on the 
Table of the Council. 
 
 (11) Subject to these Rules of Procedure, the practice and procedure of the 
committee shall be determined by the committee. 
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APPENDIX 2 
 
 
 

Paper presented to the Provisional Legislative Council 
by the Chairman of the Public Accounts Committee 

at the meeting on 11 February 1998 on 
Scope of Government Audit in the 

Hong Kong Special Administrative Region - 
'Value for Money Audits' 

 
 
 
 
SCOPE OF WORK 
 
 
1. The Director of Audit may carry out examinations into the economy, 
efficiency and effectiveness with which any bureau, department, agency, other 
public body, public office, or audited organisation has discharged its functions. 
 
 
2. The term "audited organisation" shall include - 
 
 (i) any person, body corporate or other body whose accounts the 

Director of Audit is empowered under any Ordinance to audit; 
 
 (ii) any organisation which receives more than half its income from 

public moneys (this should not preclude the Director from carrying 
out similar examinations in any organisation which receives less 
than half its income from public moneys by virtue of an agreement 
made as a condition of subvention); and 

 
 (iii) any organisation the accounts and records of which the Director is 

authorised in writing by the Chief Executive to audit in the public 
interest under section 15 of the Audit Ordinance (Cap. 122). 

 
 
3. This definition of scope of work shall not be construed as entitling the 
Director of Audit to question the merits of the policy objectives of any bureau, 
department, agency, other public body, public office, or audited organisation in 
respect of which an examination is being carried out or, subject to the following 
Guidelines, the methods by which such policy objectives have been sought, but he 
may question the economy, efficiency and effectiveness of the means used to 
achieve them. 
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GUIDELINES 
 
 
4. The Director of Audit should have great freedom in presenting his reports 
to the Legislative Council.  He may draw attention to any circumstance which 
comes to his knowledge in the course of audit, and point out its financial 
implications.  Subject to these Guidelines, he will not comment on policy 
decisions of the Executive Council and the Legislative Council, save from the point 
of view of their effect on the public purse. 
 
 
5. In the event that the Director of Audit, during the course of carrying out 
an examination into the implementation of policy objectives, reasonably believes 
that at the time policy objectives were set and decisions made there may have 
been a lack of sufficient, relevant and reliable financial and other data available 
upon which to set such policy objectives or to make such decisions, and that 
critical underlying assumptions may not have been made explicit, he may carry out 
an investigation as to whether that belief is well founded.  If it appears to be so, 
he should bring the matter to the attention of the Legislative Council with a view to 
further inquiry by the Public Accounts Committee.  As such an investigation may 
involve consideration of the methods by which policy objectives have been sought, 
the Director should, in his report to the Legislative Council on the matter in 
question, not make any judgement on the issue, but rather present facts upon 
which the Public Accounts Committee may make inquiry. 
 
 
6. The Director of Audit may also - 
 

(i) consider as to whether policy objectives have been determined, 
and policy decisions taken, with appropriate authority; 

 
(ii) consider whether there are satisfactory arrangements for 

considering alternative options in the implementation of policy, 
including the identification, selection and evaluation of such 
options; 

 
(iii) consider as to whether established policy aims and objectives have 

been clearly set out; whether subsequent decisions on the 
implementation of policy are consistent with the approved aims and 
objectives, and have been taken with proper authority at the 
appropriate level; and whether the resultant instructions to staff 
accord with the approved policy aims and decisions and are clearly 
understood by those concerned; 
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(iv)  consider as to whether there is conflict or potential conflict between 

different policy aims or objectives, or between the means chosen 
to implement them; 

 
(v) consider how far, and how effectively, policy aims and objectives 

have been translated into operational targets and measures of 
performance and whether the costs of alternative levels of service 
and other relevant factors have been considered, and are reviewed 
as costs change; and 

 
(vi)  be entitled to exercise the powers given to him under section 9 of 

the Audit Ordinance (Cap. 122). 
 
 

PROCEDURES 
 
 
7. The Director of Audit shall report his findings on value for money audits in 
the Legislative Council twice each year.  The first report shall be submitted to the 
President of the Legislative Council within seven months of the end of the financial 
year, or such longer period as the Chief Executive may determine. Within one 
month, or such longer period as the President may determine, copies shall be laid 
before the Legislative Council.  The second report shall be submitted to the 
President of the Legislative Council by the 7th of April each year, or such date as 
the Chief Executive may determine.  By the 30th April, or such date as the 
President may determine, copies shall be laid before the Legislative Council. 
 
 
8. The Director's report shall be referred to the Public Accounts Committee 
for consideration when it is laid on the table of the Legislative Council.  The Public 
Accounts Committee shall follow the rules governing the procedures of the 
Legislative Council in considering the Director's reports. 
 
 
9. A Government minute commenting on the action Government proposes 
to take in respect of the Public Accounts Committee's report shall be laid on the 
table of the Legislative Council within three months of the laying of the report of the 
Committee to which it relates. 
 
 
10. In this paper, reference to the Legislative Council shall, during the 
existence of the Provisional Legislative Council, be construed as the Provisional 
Legislative Council. 
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APPENDIX 3 
 
 

Witnesses who appeared before the Committee 
(in order of appearance) 

 
 
 
Mr Stephen LAM Sui-lung 
 

Secretary for Constitutional and Mainland 
Affairs 
 

Mr Raymond TAM Chi-yuen  
 

Under Secretary for Constitutional and 
Mainland Affairs  
 

Mr Arthur HO Kin-wah 
 

Deputy Secretary for Constitutional and 
Mainland Affairs    
 

Mr Hubert LAW Hin-cheung  
 

Principal Assistant Secretary for 
Constitutional and Mainland Affairs    
 

Mr Raymond TANG Yee-bong  
 

Chairperson, Equal Opportunities 
Commission 
 

Mr Michael CHAN  
 

Director (Planning and Administration), 
Equal Opportunities Commission 
 

Mr Joseph LI  
 

Director (Operations), Equal Opportunities 
Commission 
 

Mr Herman POON  
 

Chief Legal Counsel, Equal Opportunities 
Commission 
 

Dr Ferrick CHU  
 

Head, Policy and Research, Equal 
Opportunities Commission 
 

Ms Shana WONG  
 

Head (Corporate Communications 
and Training), Equal Opportunities 
Commission 
 

Miss Gloria YU  
 

Senior Equal Opportunities Officer 
(Administration and Personnel), Equal 
Opportunities Commission 
 

Mr Michael SUEN Ming-yeung 
 

Secretary for Education 
 

Mr Raymond WONG Hung-chiu 
 

Permanent Secretary for Education 
 

Mrs Michelle WONG YAU Wai-ching  
 

Deputy Secretary for Education 
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Ms Priscilla TO Kit-lai   
 

Administrative Assistant to Secretary for 
Education  
 

Miss Laureen MAN Wai-ling  
 

Senior Education Officer (Quality Education 
Fund), Education Bureau 
 

Mr TSANG Tak-sing 
 

Secretary for Home Affairs 
 

Mrs Carrie YAU TSANG Ka-lai  
 

Permanent Secretary for Home Affairs   
 

Mr SO Kam-shing 
 

Deputy Secretary for Home Affairs 
 

Ms Winnie SO Chui-ying     
 

Principal Assistant Secretary (Culture) for 
Home Affairs   
 

Mr MA Fung-kwok 
 

Chairman, Hong Kong Arts Development 
Council 
 

Mr Louis YU 
 

Chief Executive, Hong Kong Arts 
Development Council 
 

Ms Josephine WAI 
 

Director, Arts Support, Hong Kong Arts 
Development Council 
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APPENDIX 4 
 

Introductory Remarks by 
Chairman of the Public Accounts Committee, 

Dr Hon Philip WONG Yu-hong, GBS, 
at the First Public Hearing of the Committee 

in respect of the Director of Audit's Report No. 52 
 on Tuesday, 5 May 2009 

 
 
 
 Good morning, ladies and gentlemen.  Welcome to the Public Accounts 
Committee's public hearing relating to Report No. 52 of the Director of Audit on the 
results of value for money audits, which was tabled in the Legislative Council on 
22 April 2009. 
 
2. The Public Accounts Committee is a standing committee of the 
Legislative Council.  It plays the role of a watchdog over public expenditure 
through consideration of the reports of the Director of Audit laid before the Council 
on the Government's accounts and the results of value for money audits of the 
Government and those organisations which receive funding from the Government.  
The consideration by the Committee of the Director's reports involves gathering 
evidence relevant to the facts contained in the Director's reports, so that the 
Committee may draw conclusions and make recommendations in a constructive 
spirit and forward-looking manner.  I also wish to stress that the objective of the 
whole exercise is such that the lessons learned from past experience and our 
comments on the performance of the public officers or other personnel concerned 
will enable the Government to improve its control over the expenditure of public 
funds, with due regard to economy, efficiency and effectiveness. 
 
3. The consideration of the Director's reports follows an established process 
of public hearings where necessary, internal deliberations and publication of the 
Committee's report.  The Committee has an established procedure for ensuring 
that the parties concerned have a reasonable opportunity to be heard.  After the 
Committee is satisfied that it has ascertained the relevant facts, it will proceed to 
form its views on those facts, followed by a process of formulating its conclusions 
and recommendations to be included in its report.  In accordance with Rule 72 of 
the Rules of Procedure of the Legislative Council, the Committee is required to 
make its report on the Director's report to the Legislative Council within three 
months of the date at which the Director's report is laid on the Table of the Council.  
Before then, we will not, as a committee or individually, be making any public 
comments. 
 
4. Following a preliminary study of Report No. 52, the Committee has 
decided, in respect of three chapters in the Report, to invite the relevant public 
officers and other personnel concerned to appear before the Committee and 
answer our questions.  We have, apart from this morning's hearing, also set aside 
7 and 12 May 2009 for public hearings on the other chapters. 
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5. The public hearing this morning is on Chapter 3 of Report No. 52 on the 
subject of "Equal Opportunities Commission".  The witnesses are: Mr Stephen 
LAM (Secretary for Constitutional and Mainland Affairs), Mr Raymond TAM (Under 
Secretary for Constitutional and Mainland Affairs), Mr Arthur HO (Deputy Secretary 
for Constitutional and Mainland Affairs), Mr Hubert LAW (Principal Assistant 
Secretary for Constitutional and Mainland Affairs), Mr Raymond TANG 
(Chairperson, Equal Opportunities Commission), and Mr Michael CHAN (Director 
(Planning and Administration), Mr Joseph LI (Director (Operations)), Mr Herman 
POON (Chief Legal Counsel), Dr Ferrick CHU (Head, Policy and Research), Ms 
Shana WONG (Head (Corporate Communications and Training)), and Miss Gloria 
YU (Senior Equal Opportunities Officer (Administration and Personnel)) of the 
Equal Opportunities Commission. 
 
6. Please note that except for designated public officers, other persons are 
not covered by the protection and immunity provided under the Legislative Council 
(Powers and Privileges) Ordinance (Cap. 382) when addressing the Committee. 
 
7. I now proceed to the public hearing. 
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APPENDIX 5 
 

LegCo Public Accounts Committee (5 May 2009) 
 

Report No. 52 of the Director of Audit 
Chapter 3: Equal Opportunities Commission 

 
Speech of the Secretary for Constitutional and Mainland Affairs 

 
 
Chairman, 
 

We welcome the Director of Audit’s Report on the Equal 
Opportunities Commission. 

 
We respect the autonomy of the Commission, as an independent 

statutory body, in its internal management and operations.  As the 
Government provides subvention to the Commission for its operation, we 
attach great importance to the observations and recommendations in the 
Report of the Director of Audit regarding the governance and 
administration of the Commission. 

 
We have written to the Chairperson of the Commission to 

underline the importance for the Commission to carefully consider the 
observations and recommendations in the Report, and take appropriate 
follow up actions, including reviewing the internal guidelines, procedures 
and control mechanisms, with a view to ensuring good governance and 
efficient and economical use of resources. 

 
We also accept the four recommendations in the report for the 

Constitutional and Mainland Affairs Bureau.  We will take appropriate 
follow-up actions to implement the recommendations.  First, in relation 
to the recommendation to expedite action to take forward the matter in 
relation to a proposal to change the post of the Chairperson to a 
non-executive one, and reinstate the post of Chief Executive Officer, and 
bring it to a satisfactory conclusion,  we are taking follow-up actions.  
We note that some Members of the Legislative Council expressed strong 
reservations about the proposal in 2006.  We will consult the 
Constitutional Affairs Panel of the Legislative Council later, and listen to 
further views expressed by Legislative Council Members regarding the 
proposal, in order to further deal with the matter. 
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Secondly, the Report recommended that, when considering the 

reappointment of EOC members, their attendance rate at Board meetings 
should be considered.  We have recently completed the appointment of 
the new Board of the Commission.  We have fully considered various 
factors, including the attendance rates of incumbent members, members’ 
abilities, expertise, experience, and commitment to public service, in 
order to appoint the most suitable persons to be members of the 
Commission.  We will continue to take into account these factors in the 
appointment of suitable persons in future. 

 
Thirdly, regarding the Memorandum of Administrative 

Arrangements (MAA) between the Constitutional and Mainland Affairs 
Bureau and the Commission, we have initiated the discussion with the 
Commission on the amendments to the MAA last year.  We have now 
reached the final stage of discussions, and the updated draft has been sent 
to the Commission.  We understand that the Commission will finalise 
the MAA with us as soon as practicable.  In future, we will take timely 
action to update the MAA with the Commission, to reflect changing 
developments and circumstances. 

 
Fourthly, regarding the performance indicators of the EOC, we 

are working with the EOC to develop additional indicators, to be reflected 
in the Controlling Officers’ Report next year. 

 
I would like to reiterate that the Government attaches great 

importance to the Director of Audit’s Report.  We will maintain close 
liaison with the Commission to ensure the implementation of the 
recommendations in the report by the Commission.  The Government 
will render full cooperation with the Public Accounts Committee of the 
Legislative Council and respond to the Committee’s request for 
information, in order to facilitate the Committee’s work. 

 
Thank you, Chairman. 
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Our ref. : EOC/CR/COMM/01 
Tel. no. : 2106 2183 
Fax. no. : 2511 8224 

By Fax 

26 February 2009 
 
To: All Members of the Equal Opportunities Commission 

Dr. CHENG Kwok-kit, Edwin Dr. LO Wing-lok, J.P. 
Prof. Randy CHIU Ms TAM Heung-man, Mandy 
Ms CHOI Wai-kam, Virginia Mr. Saeed UDDIN, M.H. 
Mrs. CHONG WONG Chor-sar, M.H., J.P. Ms Margaret WONG 
Mrs. KOO CHEUNG Man-kok, Christine Mr. YIP Kin-man, Raymond 
Ms LAM Kam-yi Ms CHAN Ka-mun, Carmen, J.P. 
Dr. LAW Koon-chui, Agnes, J.P. Ms CHAN Man-ki, Maggie 
Mr. LIU Luk-por, Desmond Mr. LEE Luen-fai 

 
 
Dear Members, 
 

76th EOC Meeting 
Thursday, 19 March 2009 at 2:30 p.m. 

 
  This is to confirm that the 76th EOC Meeting will be held on Thursday, 
19 March 2009 at 2:30 p.m. at the EOC Conference/Training Room. 
 
  An agenda for the meeting is enclosed.  Relevant discussion papers 
will be sent to Members shortly.   
 
  Will Members please confirm their attendance by completing and 
returning the attached reply slip on or before Thursday, 5 March 2009. 
 
  Thank you. 
 
 Yours sincerely, 

                                   
 

 Michael CHAN 
 Secretary to EOC Meeting 
Encl. 
c.c. Management Team, EOC  

APPENDIX 6 
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To: Michael Chan 
 Secretary to EOC Meeting 
 
Fax. No.: 2511 8224 
Tel. No.: 2106 2183 
 
 
 

76th EOC Meeting 
Thursday, 19 March 2009 at 2:30 p.m. 

 
Please check as appropriate: 
 
With reference to your letter of 26 February 2009 on the above subject,  
 

 I will be able to attend the 76th EOC Meeting on 19 March 2009 at 
2:30p.m. 
 

 I will not be able to attend the 76th EOC Meeting on 19 March 2009 at 
2:30p.m. 
 

 
Reasons : 
 

local business engagements 
 
out of town (either on business trip or on vacation leave) 
 
clash of meeting schedules 
 
indisposed 
 
others (please specify) :  
 

 
 

Signature:  
 
Name: 

 

 
Date: 

 

 
 
Note: Please return the reply slip on or before Thursday, 5 March 2009. 

 

Reply Slip 



 - 117 -

 
 

Agenda for the 76th EOC Meeting  
to be held on 19 March 2009 (Thursday) at 2:30 p.m. in the  

Equal Opportunities Commission’s Conference Room 
 
 
 

1. Confirmation of Minutes of 75th Meeting held on 18 December 2008
 

2. Matters Arising 
  

Matters Related to EOC’s Business (Items 3 – 8) 
 

3. Report on “Thematic Household Survey on Racial Acceptance” 
(EOC Paper No. 1/2009)  (For Members’ Endorsement) 
 

4. Seminar on “Gender Equality and Gender Respect – media and 
societal culture, where do we go from here” 
(EOC Paper No. 2/2009) (For Members’ Information) 
 

5. Review of Work of EOC in 2008 
(EOC Paper No. 3/2009) (For Members’ Information) 
 

6. EOC’s Thematic Work Plan for 2009/2010 
(EOC Paper No. 4/2009) (For Members’ Information/ Advice)
 

7. Budgeting and Planning for the 7th Series of TV Docu-Drama 
(EOC Paper No. 5/2009) (For Members’ Advice) 
 

8. Reports of the Legal & Complaints Committee, Community 
Participation & Publicity Committee, Public Education & Research 
Committee and Administration & Finance Committee 
(EOC Paper No. 6/2009)  (For Members’ Information) 

  
9. Any Other Business 

 
10. Date of Next Meeting: 18 June 2009 
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Our ref. : EOC/CR/COMM/01 
Tel. no. : 2106 2183 
Fax. no. : 2511 8224 

By Fax 

16 March 2009 
 
To: All Members of the Equal Opportunities Commission 

Dr. CHENG Kwok-kit, Edwin Dr. LO Wing-lok, J.P. 
Prof. Randy CHIU Ms TAM Heung-man, Mandy 
Ms CHOI Wai-kam, Virginia Mr. Saeed UDDIN, M.H. 
Mrs. CHONG WONG Chor-sar, M.H., J.P. Ms Margaret WONG 
Mrs. KOO CHEUNG Man-kok, Christine Mr. YIP Kin-man, Raymond 
Ms LAM Kam-yi Ms CHAN Ka-mun, Carmen, J.P. 
Dr. LAW Koon-chui, Agnes, J.P. Ms CHAN Man-ki, Maggie 
Mr. LIU Luk-por, Desmond Mr. LEE Luen-fai 

 
 
Dear Members, 
 

76th EOC Meeting 
Thursday, 19 March 2009 at 2:30 p.m. 

Revised Agenda 
 
  Please find enclosed a revised agenda for the captioned meeting.  EOC 
Paper No. 7/2009 is newly added and will be tabled for Members’ advice at the 
meeting. 
 
  Members’ attendance at the aforementioned meeting is greatly 
appreciated. 
 
  Thank you. 
  

                                    
 Michael CHAN 
 Secretary to EOC Meeting 
Encl. 
c.c. Management Team, EOC 

APPENDIX 7 
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Revised 
 
 

Agenda for the 76th EOC Meeting  
to be held on 19 March 2009 (Thursday) at 2:30 p.m. in the  

Equal Opportunities Commission’s Conference Room 
 
 
 

1. Confirmation of Minutes of 75th Meeting held on 18 December 2008
 

2. Matters Arising 
  

Matters Related to EOC’s Business (Items 3 – 8) 
 

3. Report on “Thematic Household Survey on Racial Acceptance” 
(EOC Paper No. 1/2009)  (For Members’ Endorsement) 
 

4. Seminar on “Gender Equality and Gender Respect – media and 
societal culture, where do we go from here” 
(EOC Paper No. 2/2009) (For Members’ Information) 
 

5. Review of Work of EOC in 2008 
(EOC Paper No. 3/2009) (For Members’ Information) 
 

6. EOC’s Thematic Work Plan for 2009/2010 
(EOC Paper No. 4/2009) (For Members’ Information/ Advice)
 

7. Budgeting and Planning for the 7th Series of TV Docu-Drama 
(EOC Paper No. 5/2009) (For Members’ Advice) 
 

8. Reports of the Legal & Complaints Committee, Community 
Participation & Publicity Committee, Public Education & Research 
Committee and Administration & Finance Committee 
(EOC Paper No. 6/2009)  (For Members’ Information) 

  
9. Any Other Business 

 
 Terms of Reference of the Legal and Complaints Committee 

(EOC Paper No. 7/2009)  (For Members’ Advice) 
 

10. Date of Next Meeting: 18 June 2009 
 

* Revision is in bold. 

* 
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 2596 0729 

 2810 2283 

 B1/2/7 Pt.23 

 CB1/F/1/10 

  27 May 2009 
 

 
Clerk to Public Accounts Committee 
(Attn. : Ms Serena Chu) 
Legislative Council Secretariat 
Legislative Council Building 
8 Jackson Road, Central  
Hong Kong 
 
 
Dear Ms Chu, 
 
 

The Director Audit’s Report on the  
Results of value for money audits (Report No. 52) 

 
Equal Opportunities Commission (“EOC”) (Chapter 3) 

 
 
 I refer to your letter dated 20 May 2009 and provide the required 
information below. 
 
 The costs incurred by a civil servant on duty visits outside Hong 
Kong, including those for hotel accommodation and meals, are covered by the 
Government in a manner as set out in CSRR 710, 713 and 714.  CSR 713 
stipulates that the civil servants making such duty visits will be eligible for a 
subsistence allowance of a specified rate from the night following arrival in the 
first place of visit up to and including the night before departure from the last 
place of visit.  This allowance is intended to cover accommodation, meals, 
laundry charges, casual entertainment, travelling expenses within town and all 
minor incidental out-of-pocket expenses.  In addition, CSR 714 allows for the 
reimbursement of reasonable expenses incurred directly as a result of the 
officer’s performance of duty outside Hong Kong, e.g. visa, Internet charges, 
airport tax, etc.  A copy of the abovementioned regulations is attached. 
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 On your second question of whether the lunch expense incurred on 
the day of departure from Hong Kong but before commencement of the official 
programme is reimbursable, the above quoted regulations have provided the 
guidelines.  The subsistence allowance, which is intended to cover meal and 
other expenses incurred during duty visits, is only payable from the night 
following arrival in the place of visit (CSR 713(2)).  It is hence the intention 
that expenses incurred before arrival at the destination would not be covered.  
Since the abovementioned lunch expense does not fall into the category of 
expenditure reimbursable under CSR 714(1) as well, it is therefore not 
reimbursable in the Civil Service. 
 
 Please advise if any further information is needed. 
 
 
 
 
 

 Yours sincerely, 
 
 
 

 
for Secretary for Financial Services 

and the Treasury 
 
 
 
 
 
 
c.c. Secretary for Constitutional and Mainland Affairs  
 Chairperson, Equal Opportunities Commission 
 Director of Audit 
 
Encl. 
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APPENDIX 13 
 

 

 

 

審 計 署 
香港灣仔 

告士打道七號 

入境事務大樓 

二十六樓 

 

Audit Commission 
26th Floor 
Immigration Tower 
7 Gloucester Road 
Wanchai, Hong Kong  

 

圖文傳真  Facsimile : 2583 9063 

電        話  Telephone : 2829 4272 
電        郵  E-mail : joseph_kw_ying@aud.gov.hk 
網        址  Website : http://www.aud.gov.hk 

    
本署檔號  Our Ref.: UB/BAR/PAC/52  Vol. 3 

來函檔號  Your Ref.: CB(3)/PAC/R52 

 
4 June 2009 

 
Clerk, Public Accounts Committee 
Legislative Council 
Legislative Council Building 
8 Jackson Road 
Central, Hong Kong 
 
(Attn.: Ms Serena CHU) 
 
 
Dear Ms CHU, 
 

The Director of Audit’s Report on the 
results of value for money audits (Report No. 52) 

 
Equal Opportunities Commission (Chapter 3) 

 
 
 Thank you for your letter dated 1 June 2009, seeking the Audit Commission (Audit)’s 
comments on the complaint intake process mentioned in item (a) of the letter dated 27 May 2009 from 
the Chairperson, Equal Opportunities Commission (EOC).  Audit’s comments are as follows. 
 
 
Consultants’ recommended practice 
 
 Audit would first like to recapitulate the consultants’ recommended practice referred 
to in paragraphs 3.7 and 3.8 of the Audit Report.  The consultants recommended that the officer 
responsible for initial intake decisions should categorise new complaints according to a differential 
case management approach that recognises: 
 

 (a) complex complaints that will require special treatment and can be accorded 
exceptional time lines for performance purposes; 

 
 (b) sensitive complaints that may attract public or other external interest and require 

sensitive handling, and careful and close high-level supervision; and 
 

 (c) complaints that can be fast tracked to early conciliation or discontinuation. 

 

公共審計  盡力盡善   Excellence in Public Auditing 
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 The consultants further recommended that the EOC should introduce a “complaint 
intake form” to indicate the initial intake instructions as to the appropriate categorisation of the 
complaint and any special instructions in relation to investigation, conciliation or any other matter in 
the handling of the complaint.  In February 2004, vide EOC paper No. 5/2004, EOC Board Members 
were informed that the consultants’ recommendations had been accepted and implemented. 
 
 
EOC’s practice 
 
 The EOC’s practice is described in item (a) of the letter dated 27 May 2009 from the 
Chairperson, EOC.  In essence, complaint intake decisions are recorded in different places, including 
the “weekly roster sheets”, the computerised “Complaint Management System (CMS)” and “file 
minutes”.   
 
 
 In Audit’s view, the EOC’s practice is not entirely satisfactory because it is inferior to 
the consultants’ recommended practice which, if implemented, would provide clear documentation of 
the initial intake decisions tidily in one place (i.e. the “complaint intake form”).  In considering this 
matter, one should also be mindful of the fact that EOC Board Members were clearly informed of the 
acceptance and implementation of the consultants’ recommended practice back in 2004.   
 
 
EOC’s proposal 
 
 Looking forward, the EOC now proposes that the front page of the CMS be expanded 
to record the initial and assignment decisions and the rationale behind them, which would then appear 
as a single document.  Audit welcomes this proposal because it is tantamount to creating an electronic 
“complaint intake form”.  Properly implemented, it would serve the consultants’ recommended 
purpose.    
 
 
 The Public Accounts Committee may wish to urge the EOC to implement the 
proposal as soon as possible.  The Committee may also wish to urge the EOC to incorporate the 
proposed arrangement into the Internal Operating Procedures Manual and take measures to 
ensure compliance in future.  
 
 
 A Chinese translation will be forwarded to you shortly. 
 
 
 Yours sincerely, 
 

  
 

 

c.c. Secretary for Constitutional and Mainland Affairs (Fax No.: 2840 1528) 
 Secretary for Financial Services and the Treasury (Fax No.: 2596 0729) 
 Chairperson, Equal Opportunities Commission (Fax No.: 2802 0030) 
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APPENDIX 14 
 

LegCo Public Accounts Committee 
Discussion of the Director of Audit’s Report No. 52 
Chapter 5 – Hong Kong Arts Development Council 

on 12 May 2009 
 

Speaking Note of the Secretary for Home Affairs 
 

Chairman, 
 

First of all, I would like to take this opportunity to extend my 
appreciation to colleagues of the Audit Commission for conducting an 
in-depth audit of the operation of the Hong Kong Arts Development 
Council (HKADC) and the various recommendations put forward in the 
Report. 
 
  The Home Affairs Bureau (HAB) is the policy bureau 
responsible for promoting culture and the arts in Hong Kong.  We rely 
on the HKADC, whose membership comprises of representatives of the 
arts community as well as other independent personnel, to plan, promote 
and support the local culture and arts development, and to advise the 
Government on areas such as the training of artistic talents.  As a 
statutory body, the HKADC has a major role to play in assisting the 
Government in the promotion of the development of culture and the arts.  
It is, therefore, the expectation of the Government, the arts community 
and the general public that the HKADC will further improve its 
governance and perform its functions more effectively.  This is also why 
I welcome a thorough audit review on the HKADC by the Audit 
Commission.  It is mentioned specifically in the Report that colleagues 
of the HKADC and the HAB had been cooperative during the course of 
the review, for which I am truly pleased. 
 
  It is our cultural and arts policy to create an environment that is 
conducive to free artistic creation and encourages the freedom of creative 
expression.  We know that the HAB cannot single-handedly deal with 
the formulation of related policies and initiatives, provide funding 
support for the arts sectors and organize cultural and arts activities.  Our 
principle is to allow the HKADC to enjoy a high degree of autonomy 
under the law so that it can flexibly handle matters such as funding 
support following the pace of our cultural and arts development.  On 15 
April 2008, I signed the Memorandum of Administrative Arrangements 
with the Chairman of the HKADC to provide a clearer guideline on the 
powers and responsibilities of the HKADC and to establish a regulatory 
framework to govern its operation.  Nevertheless, the HAB will not 
interfere with the administration and daily operation of the HKADC. 
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  In the past, the HKADC was also responsible for providing 
funding support for some of the major arts groups in Hong Kong.  In 
accordance with the Committee on Performing Arts’ Recommendation 
Report issued in 2006, the responsibility for administering funding to the 
major performing arts groups was transferred to the HAB on 1 April 2007.  
The HKADC has since focused on the cultivation and development of 
small-to-medium sized arts groups and local emerging artists.  Some of 
the issues raised in the Report reflect the challenges facing the HKADC 
as it embarks on this new course.  Take part 3 of the Report, which deals 
with grants and proactive projects, as an example.  The Director of 
Audit noted that some of the overseas cultural exchange projects were 
completed before grant agreements were signed.  The Report also 
mentioned that of the 50 grant/proactive projects examined by Audit, 
47% of the 68 grantees/project organizers involved could not complete 
their projects and/or submit their reports on time.  I think this is part of 
the development process of our small-to-medium sized arts groups.  To 
improve the management of these arts groups, the HKADC has begun to 
offer short courses on the management and governance of arts groups in 
February this year. These courses, covering topics from accounting, 
contract management, intellectual property to corporate governance, are 
designed to help the small and medium-sized arts groups upgrade their 
management and governance skills.  As the small and medium-sized arts 
groups pick up their management and governance standards, it is 
necessary for the HKADC to maintain a degree of flexibility in 
exercising its regulatory role over them to allow them room for growth 
and development. 
 
  The Director of Audit has pointed out some issues concerning 
the governance and management practices at the HKADC.  We think 
that the identification of these issues could not have come at a better time 
since we have been vigorously developing cultural and arts software and 
will be increasingly relying on the assistance of the HKADC, whose 
membership comprises of representatives nominated by various the arts 
sectors and professionals from other disciplines.  We accept the 
recommendations of the Director of Audit that we should lengthen the 
period for the registration of members of the nominating bodies, step up 
our voter registration efforts and consider earmarking a larger publicity 
budget to widen the publicity channels so that more people from the arts 
community may take part in the next nomination exercise. 
 
  Chairman, my colleagues and I, as well as the Chairman, Chief 
Executive and the Arts Support Director of the HKADC stand ready to 
respond to any questions and views from Members.  Thank you. 
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APPENDIX 15 
 
 

Hong Kong Arts Development Council 
Members’ attendance rates at Council/Committee meetings 

(2005 to 2008) 
 
 
 

Last term Current term 
Type of meetings Type of members 

2005 2006 2007 2008 

Directly appointed 73% 74% 66% 69% 

Nominated 68% 61% 55% 79% 

Official 81% 96% 100% 100% 

Council 

Overall 72% 72% 66% 76% 

Directly appointed 58% 86% 67% 63% 

Nominated 57% 20% 33% 83% 

Official 100% 100% 83% 83% 

Arts Promotion 
Committee 

Overall 65% 57% 53% 74% 

Directly appointed 36% 29% 43% 53% 

Nominated 71% 71% 55% 74% 

Official 100% 100% 100% 100% 

Arts Support 
Committee 

Overall 68% 66% 57% 71% 
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APPENDIX 16 

 
 

Your Reference: CB(3)/PAC/R52 
 

26 May 2009 
 

Ms Serena CHU 
Public Accounts Committee 
Legislative Council 
Legislative Council Building 
8 Jackson Road, Central  
Hong Kong 
 
Dear Ms CHU 
 

The Director of Audit’s Report on the 
results of value for money audits (Report No. 52) 

 

Hong Kong Arts Development Council (Chapter 5) 
 

I refer to your letter dated 19 May 2009 for the captioned matter and 
enclosed herewith the requested documents for information.  An index list is 
attached for easy reference. 

 

Reference made to your letter item (a), the performance of HKADC is 
reviewed on a Council term basis, i.e. a 3-year term basis.  All relevant papers and 
minutes of Council meetings relating to the discussion on performance measurements 
for 2001 to 2007 are enclosed in Document 1.1 to 1.4.   

 

Reference made to your letter item (b), papers and minutes of Council 
meeting regarding the establishment and approval of Examiner System is enclosed in 
Document 2.1 to 2.2. 

 
Reference made to your letter item (c), copies of assessment forms used for 

reporting various art-form projects are enclosed in Document 3 to 11. 
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Reference made to your letter item (d), the criteria adopted for the 

assessment of grant/proactive projects will vary depending on the nature of the 
project.   

In general, the criteria include: 
♦ artistic merit of the project 
♦ technical standard 
♦ creativity and originality 
♦ value of the project to the arts development in Hong Kong 

 
These set of criteria will enable HKADC to have an independent artistic review 
assessing the outcome and merits of these projects.  The report will also be made 
available to the examiners of the same applicant in his/her new applications.  This 
will facilitate HKADC to further arts development through supporting applicants and 
projects with good track record and merits. 
 

Reference made to your letter item (e), the grant/ proactive projects 
approved in 2007/2008, the number and percentage of these grant/ proactive projects 
for which examiners were assigned to attend and observe the project activities for 
making assessment are depicted as below.   As the completion date of grant/ 
proactive projects approved in 2007-08 usually may not fall within the same financial 
year, the expected completion dates falling in 2007/08 would be used for calculation.   

 
Number of project/proactive projects due to complete in 2007/08: 236 
Number of assessment arranged: 231  
Percentage of projects that have arranged an assessment: 97.9% 

 
Reference made to your letter item (f), the relevant papers and minutes of 

Council meeting regarding to the discussion on the appointment of HKADC 
Chairman to the Board of the West Kowloon Cultural District Authority and the 
transfer of funding and monitoring responsibility over the HKIFF to the CEDB are 
enclosed in Document 12.1 to 12.4. 
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  Please note that the Council’s paper and minutes are our confidential 
documents (refer to Document 1.1 to 1.4; 2.1 to 2.2 & 12.1 to 12.4).  We consider it 
being included in the Committee’s Report as an appendix may not be appropriate.   

 
 
 
Yours sincerely 
 
 

 
Chief Executive, HKADC 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

*Note by Clerk, PAC:  Index list and documents not attached. 
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Responses to the request for additional information by the  
Public Accounts Committee at the public hearing on 7 May 2009 

 
 
Part I : Responses to questions set out in the letter dated 14 May 2009 
 
(a) Subject to the endorsement of the QEF Steering Committee (SC) at the 

coming meeting in July 2009, the recommendations in paragraph 2.8(a) 
to (c) of the Audit Report will take effect as from then with details as 
follows:  

 
(i) the QEF Investment Committee (IC) and the Dissemination and 

Promotion Sub-committee (DPS) should conduct meetings three 
and four times respectively in each 12-month period; 

 
(ii) the IC, DPS and the Assessment and Monitoring Sub-committee 

(AMS) would document and observe the existing practice 
whereby the quorum should be constituted by at least 50% the 
membership of the Committee or Sub-Committees concerned; 
and 

 
(iii) the discussion papers for respective Committees and 

Sub-committees should be available to members five working 
days before the meetings.   

 
  
(b) The number and percentage of projects approved as well as the amount 

and percentage of funding granted for each of the 11 project themes 
adopted from April 2008 to February 2009 referred to in Note 3 in 
paragraph 1.7 of the Audit Report are listed in the table at Annex I. 

 
 
(c) (i)  We recognize the importance of increasing the effectiveness and 

efficiency of project monitoring, which are mainly achieved by 
ensuring the grantees’ timely submission of the progress reports 
and financial reports every 6 months, as well as administering the 
reminder systems for non-compliance cases.    We also wish to 
take the opportunity to address two issues that some schools may 
encounter difficulties.  First, in the actual implementation of the 
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projects, there are always school-specific circumstances that may 
result in some unavoidable delay of their original working 
schedules.  Such circumstances may include change of team 
membership because of staff turnover, need to re-deploy staff from 
the project team to address changes of priorities of the school 
during the school year, etc.  Second, the projects are normally led 
by serving teachers who have to deliver their daily teaching 
services in addition to the administration of the projects.  There is 
room for improving the reporting system so that the workload to 
teachers in taking forward the QEF projects can be minimized 
while an effective monitoring of the project can be maintained.    

 
 Against the above background, to maintain the balance between 

the need to tighten the reminder system and the actual 
circumstances, the QEF will examine whether it is appropriate to 
refine the existing arrangements under which all grantees, 
irrespective of the background (including the levels of grants they 
receive, scale of projects and their track record, etc), should follow 
the same 6-month reporting requirement.  We will examine the 
feasibility for requiring some types of grantees that are of 
lower-risk or meet certain specified conditions to submit progress 
reports and financial reports every 9 or 12 months instead.  For 
those grantees in which 6-month requirement should apply, we will 
enforce the prevailing monitoring mechanism.  Besides, as an 
overall strategy, we will enhance the monitoring mechanism by 
spelling out clearly the consequences of late submission in our 
correspondence with grantees from the early stage. 
  

  (ii)  The QEF will consider the feasibility of holding up 5 to 10% of the 
non-staff-cost subsidy to be released after the grantee has 
submitted project-end final report and final financial report. 

 
The QEF Secretariat will consult the QEFSC on the proposed 
arrangements in item (i) and (ii) above. 

 
 
(d) The Operation Manual was last reviewed in April 2008.  Apart from 

the review, the Manual is also updated from time to time on a need basis, 
the last time being in July 2008.  The next annual review has been 
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scheduled for July 2009.     
  
 
(e) Since the establishment of the QEF in 1998, 99 projects have been 

granted to corporate organizations registered under the Company 
Ordinance, accounting for 1.3% of the total number of QEF projects 
approved over the years.  The 99 projects are from 54 organizations, 30 
of which are of charitable organization status, including three 
non-governmental organizations. 

 
 
(f) (i) and (ii)  

To take forward the QEF’s policy intent to disseminate extensively QEF 
products for sharing and promotion among stakeholders such as 
teachers and parents, as well as the general public, QEF is the exclusive 
owner of the ownership and copyright of all deliverables so created as a 
result of the projects funded by the QEF.  That arrangement aims to 
facilitate editing, repackaging or commercialization of QEF products 
for wider dissemination purposes, avoiding any users from infringing 
the copyright with possible legal liability.  
 
Since the QEF Secretariat’s implementation of the copyright policy, 
there has been no request from project applicants and grantees to retain 
the copyright of the project deliverables.  

 
 Notwithstanding the above copyright arrangement, QEF Secretariat has 

been implementing the following measures to facilitate the adaptation, 
distribution and further development or research relating to the QEF 
deliverables by different genuine users.  These measures include: (1) 
allowing grantees to use any project materials beyond the project period 
as long as the use is in step with the project objectives stated in the 
project agreement; and (2) granting relevant parties the right to use the 
copyright of QEF project deliverables for other purposes subject to the 
individual merits of respective proposals.  In the past, QEF had 
granted licenses to an organization for the redevelopment of the 
teaching resources derived from two QEF projects with royalty payable 
to QEF from the sale of the two teaching packages thus redeveloped.  
Besides, the QEF had also granted an EDB-commissioned contractor 
the right to use the QEF deliverables for producing free Chinese 



 - 162 -

Language bridging course materials for non-Chinese speaking children.   
 

We will continue to implement the above measures to facilitate users in 
using the copyright of QEF deliverables as the case merits.  

 
 
(g) (i) The project proposal was supported in view of its innovative ideas 

relating to the development of e-resources, overall benefits to the 
education sector and its potential to sustain by commercial means 
the use of state-of-the-art technology in that new area of 
development.  Extract of the QEFSC meeting minutes concerning 
this project is at Annex II.  

 
 It is noteworthy that the QEFSC has endorsed the Objectives and 

Plans of the QEF for 2006-8 in which partnership with the private 
sector is one of the objectives (i.e. Objective 3 - “To encourage 
collaboration amongst schools, Government, non-government 
organizations and the private sector in the furtherance of quality 
education”).  Under this objective, it was agreed that priority 
would be given to applications that encouraged or resulted in 
closer and more varied collaboration.   

 
(ii)  The proposed service fees charging plan from the grantee would be 

vetted by the QEF Secretariat and circulated to the QEFSC for 
endorsement.  Any proposal should be considered with due 
regard to the contextual background of individual cases against the 
requirements of affordability and sustainability of the service. 

 
(iii) The main purpose for commercialization is for wider dissemination 

of QEF deliverables, not for profit making.  All business 
proposals for commercialization of QEF project deliverables will 
be deliberated by the DPS considering the reasonable pricing of the 
items to be commercialized and the benefits of the commercial 
activities will bring for the wider dissemination of QEF project 
deliverables.  Moreover, the QEF Secretariat in general uses the 
formulae as set out in Note 13 of the Audit Report for determining 
the retail prices of products sold via commercial outlets.  Taking 
into account of the latest development of commercialization, the 
DPS will consider taking further measures to ensure that the 
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pricing strategy of QEF products will facilitate the availability of 
products to schools at a reasonable and affordable price.   
Proposed measures will be presented for discussion in the DPS 
meeting scheduled for October this year.  

 
 

(h) A copy of the membership list of the QEFSC is attached at Annex III. 
 
 
Part II : Responses to questions set out in the letter dated 20 May 2009 
 
(a) “Use of New Technology for School Administration Work” is one of the 

annual project themes of QEF project applications and it is not a 
mandatory requirement for all schools to apply for projects under this 
theme. It is noteworthy that QEF projects are school-based initiatives 
that meet the development needs and interest of schools concerned.  It 
is not expected that all schools will adopt such new technology in view 
of the different needs of individual schools.   

 
Since the introduction of this project theme in March 2007, the QEF 
Secretariat has organized various activities to promote the theme, 
including annual briefing sessions for schools, seminars for school 
sponsors and education bodies, etc.  Moreover, proposals of successful 
applications are posted on the QEF Cyber Resource Centre for 
reference of other schools.  

 
The number of applications for this project theme is amongst the highest 
of all the project themes. The number of applications progresses steadily 
and the latest number of applications under this project theme has 
increased to about 500 in May 2009.  The QEF Secretariat will 
continue to encourage schools to consider applying for funding under 
this project theme through further briefings and dissemination activities. 

 
 
(b) (i) The recurrent costs vary depending on the choice of system 

installed and vendors.  The average yearly recurrent cost is about 
$8,000 per school.  

 
(ii) The application procedure for applying for funding under this 
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project theme is generally the same as that for other project types.  
In view of the nature of this project theme, the information details 
required from applicant schools have been simplified to facilitate 
applications.  Relevant application form and guideline are 
attached at Annex IV. 

 
(iii) Informal exchanges with schools revealed that some school heads 

have generally found the existing administrative and management 
computer system (i.e. Web-based School Administration and 
Management System) developed by EDB adequate in serving the 
needs of their schools and thus a new system with additional 
functionalities is not required.  Some have expressed concerns 
over various administrative issues such as loss of the smart cards 
or students’ misuse of the Octopus cards.  We will continue to 
address concerns of schools during our briefings and 
dissemination seminars.  

 
 
(c) (i) and (ii) 
  

The general policy of granting QEF projects is that all 
deliverables generated from QEF projects shall remain the 
exclusive property of the QEF and be made available to 
beneficiaries concerned free of charge.  However, if the grantee 
or a third party wishes to invest on the redevelopment of QEF 
deliverables for commercial distribution subsequent to the project 
period, the existing policy is that QEF could grant the right to use 
the copyright of the QEF deliverables and charge royalty 
amounting to 10% of the proceeds of the commercial 
deliverables. 
 
For Case 6 in the Audit Report, the AMS and the QEFSC 
deliberated the case and developed the agreement on QEF project 
deliverables with reference to the general policy of granting QEF 
projects and policy on commercialization of QEF deliverables.  
It has been stipulated in the agreed project proposal attached to 
the agreement that the organization should, among others, 
continue to provide users free-of-charge access to the 50 e-books; 
levy an annual service fee that is to be formulated on a balanced 
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income and expenditure basis for using the additional 
functionalities of the e-platform;   pay to QEF a royalty 
amounting to 10% of the gross proceeds in respect of schools’ 
use of the new e-books to be developed and the e-platform 
functions.  We will continue to monitor the service fee to be 
charged by the grantee ensuring the agreed basis of charging is 
followed.  A copy of the agreement of the case is attached at 
Annex V. 

 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
*Note by Clerk, PAC:  Annexes II and V not attached. 
 





















 
 

 
ACRONYMS AND ABBREVIATIONS
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AMS Assessment and Monitoring Sub-committee  

AOB Any Other Business 

Audit Audit Commission 

CEDB Commerce and Economic Development Bureau  

CEO Chief Executive Officer  

CMAB Constitutional and Mainland Affairs Bureau  

CMS Complaint Management System  

COR Controlling Officer's Report  

CSR Civil Service Regulations  

CV Curriculum Vitae  

DDO Disability Discrimination Ordinance  

DPS Dissemination and Promotion Sub-committee  

EOC Equal Opportunities Commission  

FC Finance Committee  

HAB Home Affairs Bureau  

HKADC Hong Kong Arts Development Council  

HKIFFS Hong Kong International Film Festival Society  

HKSAR Hong Kong Special Administrative Region  

IC Investment Committee  

ICAC Independent Commission Against Corruption  

IOPM Internal Operating Procedures Manual  

IT  Information Technology  

LegCo Legislative Council  

MAA Memorandum of Administrative Arrangements  

PSSM Procurement of Stores and Services Manual  

QEF Quality Education Fund  

SC Steering Committee  



 
 

 
ACRONYMS AND ABBREVIATIONS
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SDO Sex Discrimination Ordinance  

SI Swedish Institute  

WKCD West Kowloon Cultural District  
 
 
 
 
 




