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Legislative Council Panel on Financial Affairs
Resolution under Section 7(1) of the
Public Finance Ordinance (Cap. 2)
PURPOSE
This paper seeks Members’ views on the proposed arrangements
for resolutions under section 7(1) (Vote on Account Resolution) of the Public
Finance Ordinance (Cap 2).
RECOMMENDATIONS
2.
We recommend to make the following changes to the current
arrangements :
(a)

the Administration will make its best endeavours to schedule the
Vote on Account (VOA) resolution day at least two weeks after the
Budget Day;

(b) in respect of Subhead 689 and Subhead 789 Additional
Commitments, the Administration will seek funds on a need basis
under the VOA resolution; and
(c)

while retaining the Financial Secretary’s power to vary the funds
approved for individual subheads under the VOA resolution, the
Administration will submit reports to the Finance Committee of the
Legislative Council on any variations so approved by the Financial
Secretary.

BACKGROUND
3.
Under section 7(1) of the Public Finance Ordinance, the
Legislative Council may, in advance of an Appropriation Ordinance, by
resolution authorize expenditure for the services of the Government in respect
of a financial year to be charged on the general revenue, in accordance with the
Ordinance and subject to such limitations and conditions as may be specified in
the resolution. Pursuant to this arrangement, the Administration normally
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gives notice around February each year to move a motion seeking the passage
of a resolution that would authorize the Government to incur expenditure
during the interim period from the start of the financial year on 1 April to the
enactment of the Appropriation Ordinance. This resolution is commonly
known as the VOA resolution.
4.
Earlier this year the Legislative Council formed a subcommittee to
study the VOA resolution for the 2008-09 financial year, a copy of which is at
Annex A. While raising no objection to the resolution, the Subcommittee
made a number of observations for the purpose of future VOA resolutions (LC
Paper No. CB(1)981/07-08). The Administration undertook to consider the
following suggestions and report to the relevant LegCo panel when ready:
(a)

examine ways to improve the arrangements for giving notice to
move the resolution;

(b)

in respect of non-recurrent expenditure subheads, consider seeking
funds on account for urgent or essential items only and to examine
whether a funding proportion of lower than 100% should be
adopted; and

(c)

provide more detailed information on the background, purpose and
effect of the last part of the proposed resolution relating to FS’s
power to vary the funds on account in respect of any subhead, and
to consider the need or otherwise to include the clause in future.

CONSIDERATIONS
Arrangements for giving notice to move the resolution
5.
The Subcommittee was concerned that Members were only given
seven days after the gazettal of the Appropriation Bill (through which the
Estimates of Expenditure for the coming financial year are laid before
Legislative Council) to scrutinize the VOA resolution. In this regard, the
Administration was asked to review the timing.
6.
Any approach to be adopted in seeking funds on account has to
fulfill the following needs:
(a)

to ensure that provisional funding is secured before the
commencement of a new financial year. This means that the
motion should normally be moved not later than the last but one
Legislative Council meeting before the close of the current
financial year so that there is a fallback (to the last meeting) in case
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the resolution cannot be passed at the second last meeting for any
reasons;
(b)

to give at least 20 calendar days’ notice1 for a proposed motion;
and

(c)

to maintain the confidentiality of the Appropriation Bill which
reflects the spending initiatives to be announced in the Budget.
This means that details on the amount of funding sought for each
head/subhead of expenditure under the VOA resolution, which is
expressed as a percentage of the provision for that head/subhead as
appeared in the Estimates of Expenditure, can only be made known
on the Budget Day.

7.
Meeting all the requirements in paragraph 6 above would mean
that the Budget Day has to be set at the fifth last meeting before the close of the
financial year if we also give notice to move the motion for funds on account
after the Estimates for Expenditure has been laid before LegCo. Should the
fifth last meeting fall during any Lunar New Year break for LegCo, the Budget
Day would have to be set at an even earlier date. Using the 2008-09 Budget as
an example, the following scenario would have arisen :
2008-09 Budget

Second last LegCo meeting before
end of current financial year

5 March 2008

Date of giving notice to move the
VOA resolution (assumed to be 20
days before the second last LegCo
meeting in March)

13 February 2008

LegCo’s Lunar New Year Break
Budget Day (being the day of last
LegCo meeting before the Lunar New
Year break)

4-17 February 2008
30 January 2008
(compared with the
actual Budget Day of
27 February 2008 for
the year)

1

Although only a 12-clear day notice is required under Rule 29(1) of the LegCo Rules of Procedures, the
Government has a general agreement with the LegCo that at least 20 calendar days’ notice should be given
for a proposed motion so that LegCo’s legal advisor will have more time to study the motion.
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8.
Setting the Budget Day at the end of January would mean that the
Budget has to be finalised in early to mid January. At such a timing the
Administration will not be able to take into account the most recent
developments in preparing the Budget for the coming financial year beginning 1
April. This is very undesirable. Although we may not be able to advance the
Budget Day to the same day on which we give notice of the proposed VOA
resolution, we propose to improve the arrangements by making our best
endeavours to allow a time gap of at least 14 days between the Budget Day and
the actual day of moving the VOA resolution. This would allow more time for
Members to scrutinize the resolution with reference to the Estimates of
Expenditure released on the Budget Day. In other words, we will endeavour to
restore the previous practice, during 1976 to 2003, of allowing an interval of
12 – 14 days (instead of a 7-day interval in the past few years) between the
release of the Estimates of Expenditure and the passage of the VOA resolution.
9.
The above proposal deals with a matter of timing. In the
following sections we shall address two suggestions regarding the contents of
the resolution.

Amount of funds being sought for non-recurrent subheads
10.
Members have suggested the Administration to review the amount
of funds on account being sought for non-recurrent expenditure subheads.
Non-recurrent subheads under the Operating Account can be broadly grouped
into the following –
(a)

Subheads each setting out the funding requirements for approved
commitments under the same subhead; and

(b)

Subhead 789 Additional
‘Miscellaneous Services’.

Commitments

under

Head
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11.
With regard to a subhead falling under the category in paragraph
10(a) above, the provision entered into the Estimates of Expenditure is the total
cash flow requirements for commitments placed under the subhead. These
commitments have either been approved by the Finance Committee or by the
Administration under authority delegated by the Finance Committee. One
such example is extracted at Annex B 2 . As the payment patterns for
2

An example is Subhead 700 ‘General non-recurrent’ under Department of Health set out in Page 171 of
Volume 1A of the Estimates for the year ending 31 March 2009. The amount of $33.5 million in 2008-09
provides for the cash flow requirements in that year for the eight commitments listed in page 174 under
the subhead (e.g. item 481 ‘Anitviral stockpile for Influenza Pandemic’).
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commitments under these subheads are often lumpy and irregular3, we propose
to continue seeking 100% of the provision for the relevant subheads during the
VOA period.
12.
Subhead 789 Additional Commitments provides for any
unavoidable expenditure that may arise during the year in excess of the amounts
provided under other heads and subheads, including but not limited to
provisions for non-recurrent initiatives under planning. The provision under
this subhead, when needed, will be transferred to other heads and/or subheads of
expenditure, subject to the approval of the Finance Committee or the approval
of the Administration under authority delegated by the Finance Committee.
Given the nature of this subhead, we agree with Members that our existing
practice of seeking 100% of the provision for this subhead in the VOA
resolution may be over cautious. Starting from the 2009-10 Budget, we shall
assess the funds to be required for this particular subhead during the VOA
period with reference to the likelihood of any specific initiatives under planning
being implemented in the early months of the new financial year and the need to
provide for contingency during the short period, and will recommend the
provision of a definitive amount on a need basis. In proposing a definitive
sum, we note that the amount of non-recurrent funds required during the VOA
period for supporting non-recurrent initiatives and unexpected circumstances,
such as the earthquake in Sichuan4 earlier this year, may not follow any regular
spending pattern and hence may not be readily expressed as a percentage out of
the provision for the subhead, as in the case of recurrent subheads under the
VOA resolution.
13.
There is also an Additional Commitments subhead under the
Capital Account (Subhead 689) whereby 100% of the provision is currently
sought under the VOA resolution. The provision mainly caters for capital
account projects pending approval. Since the nature of this Capital Account
subhead is similar to Subhead 789 under the Operating Account, we propose to
apply the same arrangement proposed in paragraph 12 above when
recommending the provision to be included in the VOA resolution for this
subhead.
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In the year 2007-08, expenditure for the commitment ‘Antiviral Stockpite for Influenza Pandemic’ was
incurred in May and June only. The expenditure for the two months accounted for over 70% of the
actual expenditure for the subhead in the year.
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The additional allocation to the Disaster Relief Fund approved by the Finance Committee on 14 May 2008
was $0.35 billion. Offsetting savings come from Subhead 789.

6

Need for power to vary the funds on account
14.
The power for the Financial Secretary to vary the funds on account
has been laid down in the VOA resolution since 1983. The effect of the said
power is that the Financial Secretary may increase (or decrease) the funds on
account of any subhead to any amount not exceeding the provision shown in the
Estimates in respect of that subhead, subject to the total appropriation specified
in the VOA resolution not being exceeded. The aim behind requiring such
power is to enable the Government to meet expeditiously any unforeseen or
contingent expenditure prior to the enactment of the Appropriation Ordinance.
15.
Over the past 25 years, the Financial Secretary has invoked this
power 13 times. The variations ranged from a few hundreds dollars to some
$800,000, representing 0.01% to 80% of the provisions for the relevant
subheads shown in the Estimates. Two most recent cases happened in 2003-04
and 2004-05. They were both related to the outbreak of SARS. In 2003, the
Social Welfare Department had to make sudden payments to eligible persons
under quarantine.
In 2004, the same department had to pay for
higher-than-expected claims from recovered SARS patients. For both years, the
power was invoked to increase the amount that could be spent under the
relevant subhead during the VOA period from the original 20% approved under
the VOA resolution to 100%, with offsetting savings from other subheads under
Social Welfare Department.
16.
If the Financial Secretary’s power to vary the funds on account is
removed and Government has to spend over and above the amount approved for
a particular subhead during the VOA period, it would have to move another
motion seeking authority to charge to General Revenue the extra amount for the
subhead concerned (in effect proposing another resolution under Section 7(1) of
the Public Finance Ordinance), even though it may not be necessary to amend
the total sum already voted on account under the original resolution and the
extra amount required for the relevant subhead may be small. As illustrated by
the precedent cases, it is indeed possible that the Administration has to deal with
unexpected circumstances during the VOA period and to quickly authorize
spending over and above the amount voted on account for individual subheads.
The Administration has also been exercising prudence in making variations, as
evidenced by the small sums involved. Afterall, the power is not without limit.
Any variations should not cause an excess over the amount of provision entered
for that subhead in the Estimates of Expenditure pending passage of
Appropriation Bill. In addition, the total appropriation specified in the VOA
resolution serves as the cap. On balance, we consider it appropriate to retain
the flexibility for the Financial Secretary to vary the funds on account in a
controlled manner. To increase transparency, we propose to report to the
Finance Committee the details of all changes made should such power be
invoked in future.

7

WAY FORWARD
17.
We intend to apply the arrangements recommended in paragraph 2
above with effect from the VOA resolution to be proposed, in February 2009,
for the next financial year beginning 1 April 2009.
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