
 

 

ECF Paper 8/2013-14 

For Advice 

 

Capital Injection into the Environment and Conservation Fund 

Investment and Budgetary Management Arrangements 

 

 

Purpose 

 

  We informed Members vide ECF Paper 1/2013-14 about the 

progress in following up with the Chief Executive Policy Address initiative of 

injecting $5,000 million into the Environment and Conservation Fund (ECF).  

This paper updates Members on the latest development of the afore-mentioned 

capital injection and the related investment arrangements, and seeks Members' 

views on the proposed budget allocations in 2013-14 as well as the revised 

framework for assessing funding applications to tie in with the new budgetary 

management approach. 

 

 

Capital Injection and Investment Arrangements 

 

2.  The capital injection of $5,000 million was approved by the 

Finance Committee of the Legislative Council on 14 June 2013.  A meeting of 

the ECF Investment Committee (ECFIC) was subsequently convened on 24 July 

2013 to consider the investment arrangements for the newly injected amount.  

The meeting endorsed that $4,700 million of the injection should be placed with 

the Hong Kong Monetary Authority (HKMA) for investment in the form of a 

six-year credit facility starting from 1 August 2013.  The interest rate for the 

placement in 2013 is 5%.  The rate of return in subsequent years would be 

announced by the HKMA in January each year. 

 

3.  To cater for the ECF's cash flow requirements, the ECFIC 

endorsed that an amount of $300 million (being the balance of the capital 

injection of $5,000 million) should be set aside for use by the ECF's funding 

schemes.  The deployment of this amount will be subject to the ECF 

Committee's deliberations and decision. 

 

 

Funding Priorities and Proposed Budget for 2013-14 

 

4.  As the funding schemes and activities of the ECF would 

henceforth mainly rely on the investment returns generated from the capital 

injection, the expenditure commitment will have to tie-in with the return. It is 

necessary to adopt budgetary control to sustain the long-term operations of the 

ECF.  With an amount of $300 million set aside for use by ECF's funding 

schemes in the initial period, the current uncommitted ECF balance of about 7 

million and the expected $98 million return from HKMA by end 2013, ECF 
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will likely have about $405 million for deployment up to the end of 2014.  For 

2013-14, we have prepared, in consultation with the Environment Bureau and 

Environmental Protection Department, a proposed budget of $220 million in 

2013-14 at Annex 1.  Key considerations are set out below. 

 

Proposed budget for waste-related projects   

 

5. We are confronted by a waste crisis, as a result of the people’s 

high disposal rate, and also the need to build the necessary treatment facilities to 

cope while work hard on waste reduction.  To actualize the vision of "Use less, 

Waste Less" in the "Blueprint for Sustainable Use of Resources 2013 - 2022", 

we need to tap the enormous potential of social mobilization for waste reduction 

and recycling. ECF would be an effective catalyst for this cause.  Out of the 

proposed overall budget of $220 million for deployment in 2013-14, we propose 

to allocate $100 million to waste related projects, of which $30 million is 

recommended to be on food waste related projects.  We should also target to 

encourage more innovative community initiatives on waste avoidance and 

reduction, in particular those that will help prepare our population for the 

implementation of quantity-based municipal solid waste (MSW) charging in 

types of residential buildings. 

 

Proposed budget for energy conservation projects 

 

6.  Although the three-year Energy Conservation Projects for 

Non-government Organizations (ECPNGO) Scheme
1
 was closed in October 

2012, about 300 applications received before the closing date are currently still 

under processing, with total funding sought
2
 amounting to $73 million.  

Nevertheless, we also appreciate the need to meet the funding requirements of 

other funding schemes at the same time, e.g. the waste related initiatives.  One 

of the options to deal with the outstanding applications within the constraints of 

the budget is to spread over the funding support to the eligible ECPNGO 

applications over a period of three years (i.e. from 2013-14 to 2015-16), with a 

budget at $30 million for 2013-14.  Subject to Members’ views, we shall 

present the funding proposals for the ECPNGO Scheme in 2014-15 and 

2015-16 nearer the time, taking into consideration the overall budget available 

for the ECF as well as the requirements of other funding schemes in the next 

two years. 
 

                                         
1  The ECPNGO Scheme was introduced in October 2009 to provide support for eligible NGOs in carrying 

out energy-cum-carbon audits and energy improvement works for upgrading the energy efficiency 

performance in their owned/occupied buildings or premises, and carrying out educational projects or 

activities to promote energy efficiency and conservation in Hong Kong.  By the close of the Scheme in 

October 2012, a total of 795 applications were received.  Up to the present, altogether 441 applications 

were approved, whereas 17 and 29 applications were rejected and withdrawn respectively. 

   
2 This has excluded the funding sought by applications submitted by the Green NGOs, for which funding 

was already earmarked. 
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7.  In this regard, with the ECF Committee's approval given at its 

meeting held on 30 January 2013, we have extended the service level agreement 

(SLA) with the Electrical and Mechanical Services Trading Fund (EMSTF) by a 

period of two years up to 22 February 2015 at a service charge of $5.22 million.  

Under the SLA, EMSTF provides professional support for vetting 100 funding 

applications of the ECPNGO Scheme which involve an extent of technical 

complexities or where the amount of funding sought is substantial, and in 

monitoring those approved projects.  It is required, in particular, to submit all 

applications handled by them to the Energy Conservation Projects Vetting 

Subcommittee (ECPVSC) for consideration by February 2014.  Hence, for due 

compliance with the terms and conditions of the SLA, we propose to request 

EMSTF to make ready all outstanding applications handled by them for 

consideration to the ECPVSC in 2013-14. 

 

Proposed budget for Environmental Education & Community Action (Minor 

Works) projects 

 

8.  As at end June 2013, there are 179 minor works applications with 

total funding sought of about $51 million. To meet the demand, we suggest that 

the proposed allocation of $51 million for eligible minor works applications be 

spread over a period of three years (i.e. from 2013-14 to 2015-16), with a 

budget at $20 million for 2013-14.  Subject to Members' agreement to the 

proposal above, we shall further seek Members' views on the budget for the 

Minor Works Projects Scheme for 2014-15 and 2015-16 nearer the time, taking 

into consideration the overall budget available for the ECF as well as the 

requirements of other funding schemes in the next two years. 

 

Proposed budget for other funding schemes 

 

9.  The proposed allocations for the other funding schemes including 

the Nature Conservation Management Agreement Projects, Environmental 

Research, Technology Demonstration and Conference Projects, Environmental 

Education & Community Action (General) Projects, programmes of the 

Environmental Campaign Committee, etc., have been drawn up after taking into 

account the actual expenditure of the respective funding schemes in recent years, 

as well as their anticipated level of activities in 2013-14. 

 

10.  With the budget proposal in Annex 1, and taking into account the 

anticipated return of $98 million from HKMA by end 2013, the expected 

balance of the uncommitted fund by end March 2014 will be around $185 

million. In February 2014, HKMA will inform us the investment return rate for 

the calendar year 2014.  In March 2014, we will consult ENB and EPD and 

draw up the budget allocation for 2014-15 for consideration by Members. 
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Proposed Framework for Assessment of Funding Applications 

 

11.  With the injection of the $4,700 million to HKMA as seed money 

to generate annual investment returns for funding support made under the ECF, 

we consider there is a need to revise the current mode of handling applications 

under the ECF. We also have taken the opportunity to enhance fairness and 

accountability in the processing of applications of ECF grants. The secretariats 

of the Environmental Education and Community Action Projects Vetting 

Subcommittee (EE&CAPVSC), Waste Recovery Projects Vetting 

Subcommittee (WRPVSC) and Research Projects Vetting Subcommittee 

(RPVSC) have conducted an in-house review and consulted the respective 

Vetting Subcommittees.  Given that a certain budget will be available for each 

funding scheme each year, we propose that in future invitations for applications 

should be called at scheduled intervals, so that the received applications could 

be considered on a competition basis on account of the merits of individual 

applications.  The frequency of invitations will be determined based on the 

nature of projects of each funding scheme, but there should be no less than one 

round of invitation each year.  Based on these principles, we have set out 

proposed changes to the assessment framework including broad principles and 

key issues for each funding scheme in Annexes 2 to 5, which will be presented 

for consideration of the concerned Vetting Subcommittees.  The enhanced 

framework for handling Nature Conservation Management Agreement Project 

was endorsed by Members at the ECF Committee meeting held on 4 December 

2012. 

 

12.  It will take some time for the Vetting Subcommittees to finalize 

the details of the new arrangements for making invitations. At present, a good 

number of funding applications received by the Secretariat under the various 

funding schemes have yet to be considered by the respective Vetting 

Subcommittees. Some applicants are anxiously waiting for the outcome. Since 

funds are now available, we propose that the respective Vetting Subcommittees 

should immediately consider these applications in hand according to the 

existing assessment arrangements.  For management purposes, we propose to 

set 4 September 2013 as a cut-off date for applications received under the 

existing mechanism.  Further applications received after 4 September will be 

considered together with applications received under the invitations to be 

scheduled under individual funding schemes.  A public announcement will be 

issued to inform interested applicants and the public of the above arrangements. 

 

13.  For budgetary control, each Vetting Subcommittee will be tasked 

to manage the deployment of budget allocated for funding schemes within their 

purview, including the amount to be reserved for existing applications and 

applications received under the new invitation system.  The Vetting 

Subcommittees will also be responsible for drawing up the detailed assessment 

arrangements based on the assessment framework endorsed by the ECF 

Committee, and for finalizing the implementation details for their funding 
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schemes.  They should also convene meetings with a view to clearing the 

applications already in hand as soon as possible.  As regards funding 

applications received under the ECPNGO Scheme and the EE&CA(Minor 

Works) Projects Scheme, since the proposed respective allocations of $73 

million and $51 million will be spread over a period of three years from 

2013-14 to 2015-16 (with a budget of $30 million and $20 million respectively 

for 2013-14), subject to Members' views on the proposed arrangements 

mentioned in paragraphs 6 to 8 above, the secretariat will submit applications in 

hand according to the proposed arrangements to the ECPVSC and 

EE&CAPVSC respectively for consideration. 

 

14.  Members are invited to offer their views on the proposed 

arrangements set out in paragraphs 11 to 13 above, and the proposed assessment 

framework at Annexes 2 to 5.  Subject to Members' views and agreement, the 

respective secretariats would further consult the Vetting Subcommittees to 

fine-tune the proposed assessment arrangements and finalize the 

implementation details.  Briefings on the revised assessment mechanism would 

then be arranged for relevant organizations and stakeholders as well as other 

potential ECF applicants, to draw their interests in pursuing worthwhile projects 

under the schedule of the ECF, and ensure that funding will be utilized in 

supporting programmes that best meet the community's needs. 

 

 

Advice Sought 

 

15.  Members are invited to note the latest development of the capital 

injection and investment arrangements set out in paragraphs 2 to 3 above.  

Members are also invited to offer their views and comments on the proposed 

budget allocations in 2013-14, as well as the proposed revisions of the 

assessment framework for funding applications under the various funding 

schemes and related follow-up actions set out in paragraphs 4 to 14 above. 

 

 

 

Secretariat, Environment and Conservation Fund Committee 

August 2013 

 


