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Finance and Water Charges
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Water Charges

Water consumers in Hong Kong pay less for high quality fresh
water than their counterparts in most major cities around the
world. Water charges have not been revised since February 1995
(other than the charge for non-local vessels which was last revised
in June 1996).

Scale Of Charges

Fresh water for domestic use (other than flushing) is charged at
four-month period rates set out in a four-tier system as follows.
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Tier 1 for the first 12 units

Charging rate per unit of one cubic metre
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Tier 2 for the next 31 units
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Tier 3 for the next 19 units

$6_45(E:)(Note 2)
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Tier 4 for the remainder

$9_05(§E)(Note 3)
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EEMRAERNRK  SRBARRET Fresh water for other uses is charged at different rates as follows
N E - based on the purpose of consumption.
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Purpose Charging rate per unit of one cubic metre
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Shipping (Non-local Vessels)
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Shipping (Local Vessels) $4.58
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Any purpose other than Shipping (Non-local Vessels)
where payment is made against a prepaid ticket

$4. ss(ﬁt)(Note 7)
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Flushing per 4 month period
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Note 1.

Note 2.

Note 3.

Note 4.

Note 5.

Note 6.

Note 7.

When the tariff structure was introduced in 1979, the charge for the
second tier was to recover approximately the net unit production cost,
which meant the full unit production cost (including a target rate of return
on ANFA) less the average contribution from rates per unit, calculated
based on the quantity of the metered consumption. In the subsequent
tariff reviews, the proposed charging rate for the second tier was not
equal to the prevailing net unit production cost because a uniform rate of
increase for all tiers was adopted taking the waterworks operating costs
as a whole. In 2015-16, the net unit production cost is $11.5, which is
materially higher than the charging rate of $4.16, mainly because water
tariffs have not been changed since 1995.

When the tariff structure was introduced in 1979, the charge for the third
tier was to recover approximately the full unit production cost which meant
the average production cost per unit (including a target rate of return on
ANFA), calculated based on the quantity of the metered consumption. In
the subsequent tariff reviews, the proposed charging rate for the third tier
was not equal to the prevailing full unit production cost because a uniform
rate of increase for all tiers was adopted taking the waterworks operating
costs as a whole. In 2015-16, the full unit production cost is $15.7, which
is materially higher than the charging rate of $6.45, mainly because water
tariffs have not been changed since 1995.

The fourth tier is set at about 40 per cent higher than the third tier to
discourage extravagant and wasteful use of water.

Prior to 1992, the charging rate for trade purpose was equal to the second
tier rate for domestic purpose. Commencing from 1992, the charging rate
for trade purpose was set higher than the second tier rate for domestic
purpose mainly for reducing the subsidy to non-domestic consumers.

Prior to 1992, the charging rate for construction purpose was equal to
the third tier rate for domestic purpose. Commencing from 1992, the
charging rate for construction purpose was set higher than the third tier
rate for domestic purpose mainly for reducing the subsidy to non-domestic
consumers.

The charging rate for shipping (non-local vessels) was last revised in
1996, setting at 40% above the full unit production cost at that time for
discouraging the taking of water in Hong Kong.

These charging rates were set at the rate equal to the charging rate for
trade purpose.

Sea water for flushing is supplied free of charge.
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Waterworks operations have seen deficits since 1998-99 which
means that it is subsidised by general government revenues. In
2015-16, the deficit was $1,138.6M and the cost recovery rate
was 88.1%. The Government continues to review the water tariff
periodically, taking into consideration a number of factors, including
affordability, financial performance of waterworks operations, the
prevailing economic situation and the views of Legislative Council
members.

Other than water charges, there are 25 statutory fee items
stipulated in the Waterworks Regulations (Cap. 102A). We have
been periodically reviewing these fee items in accordance with
the Government-wide “user pays” principle which aims to recover
the full cost of providing services. During the year 2015-16, 25
statutory fee items remain unchanged.

Profiles of the Revenue from Water Charges

During the year 2015-16, about 13 per cent of domestic customers
were not required to pay water charges, 42 per cent were paying
up to the tier 2 rate of $4.16 per unit, 21 per cent were paying up
to the tier 3 rate of $6.45 per unit and 24 per cent were paying
up to the tier 4 rate of $9.05 per unit. For the 2.6 million domestic
customers, the average water charge in 2015-16, including those
not required to pay any charge, was $48 per month. According to
the Census & Statistics Department household expenditure survey,
the water charge amounts to about 0.3 per cent of the average
monthly household expenditure.
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BERFRAFEREDHKERAS An analysis of the water charges by sector over the past five years
MR is as follows.

14/15 15/16

EES 913 905 903 933
Trade
£ ) 1,414 1,437 1,452 1,474
Domestic
BUS 155 156 159 155
Government
H #
Aft 175 185 201 215
Others*
AU 2,657 2,683 2,715 2,777
Total
B IE R B R A K #including fresh water for flushing
TR RFEKBRAGZBPERNE D  WADELETR)
Water Charge (% by Sectors) 2015/16
7.5%
HAh* Others’
212E E 7T million
5.7%
BT Government
1598 & T million 33.4%
N (1]
% Trade

53.4%

{£=F Domestic
1,503H & Jt million

BBA 2 814E§7_5

Total million
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940F E T million

* BRI FAK

# including fresh water for flushing



AR RAZ 2 Analysis of Revenue and Expenditure

IKBWABIE—KRKE - ETEIKE - The revenue collections include chargeable water supplies, fees,
e LRAEEETTRNKE - £ licences, and reimbursable work. In preparing the Waterworks
=B TEIE B B - & L fESHEE B R 2 5 Operating Accounts which present the financial results and positions

on an accrual accounts basis, the revenues include non-cash items
B I SH s Hh A FERIIEIE 4 . . . ' . . !
MIBRARAI - Hep DR =BIR SN mainly contribution from rates, contribution from free allowance,

ARR - ERRBEMWHA - RBAKHR and water supplies for government usage. The total operating
RIRFFFAK - EIERAETREEETE costs include mainly staff costs, purchase costs of Dongjiang water,
A BERIKZL 718 - EF - 1T depreciation, operating charges, plus administration and other
REMER - BERFHRA LB expenses. An analysis of the revenue and expenditure over the past
mF : five years is as follows.

WA

Revenue

(A&7t $million)

B EFE

Financial Year

—MKE

_ 2,502.6 2,527.2 2,555.8 2,622.0
Chargeable Supplies

7= A il Bh

il 2,947 .4 3,561.0 3,970.6 4,263.4
Contribution from Rates
= 7 B

N 1173.4 912.4 918.7 *961.3

Contribution from Free Allowance

BUR AKX , 154.5 156.2 159.0 155.1

Suppliesto Government Establishments

SIEWE R E

BIRRE kA 29.0 31.0 26.5 28.9

Fees, charges and others

B8 6,806.9 7,187.8 7,630.6 8,030.7 8,434.5
Total

* R -NE-AFEMNRERKEMEREAT * The contribution from free allowance in 2014-15 is restated as a result of prior

FEABMEY - FBFFL2HMFM - year adjustment. Please refer to Annex IV for more details.
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—E-h /- REEXEAFRPEAKESMHE
Distribution of Household Average Monthly Bill 2015/16

20% 13%
$750A $0
Above $75

12%

$50A EE$75 33%
Above $50 up to $75 $OLA_EZE$25

Above $0 up to $25

22%

$250A 2 $50
Above $25 up to $50

k3

Expenditure
(B&7T $million)

B i3
"7_“8@’_; 11/12 14/15
Financial Year
BTRA 1,401.3 1,486.0 1,528.7 1,586.6
Staff costs
BIF - TREAMEA 16803 16983 17479  1,841.0
Operating, Administration & Other Expenses
LK 33971 35945  3,8022  4,0312
Dongjiang water
e 1,353.5 1,416.7 1,482.7 *1,583.5
Depreciation
B 78322 81955 85615  9,042.3
Total

* R -NE-RFENFTERERATFEEHAER * The depreciation in 2014-15 is restated as a result of prior year adjustment.
Byl o FI5HLXHKED o Please refer to Annex IV for more details.
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The Department is committed to providing services as cost
effectively as possible. We have made substantial investments
in fixed assets, equipment, information technology and human
resources to improve operational efficiency and staff productivity
to meet the demands for a higher quality of services by the public.
Our customers and the public at large can rest assured that we will
exercise strict financial discipline and be very cost conscientious
in delivering our quality services to meet the demand of our
customers. This is our underlying approach in achieving our vision
and missions.






