R KE

- Finance and Water Charges

-i$
o KE

Bt REMTBHRAAL - BERFA
BERKFMA0EBAGER BT
— AR BIE T TR o 8 K
B5h KBE-ANAF-AESH—H
MR -

B i E

EERFHRKKE ORI AZKERIN A
TUARS - CATE B AEETE

F—H — H12{AEA
Tier 1 for the first 12 units

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.

BENIZFR)NE

Charging rate per unit of one cubic metre

RE

Free

E — BEN3EEL
Tier 2 for the next 31 units

$4.16()(Note 1)

FE= — BEENI19EER
Tier 3 for the next 19 units

$6.45 (=) (Note 2)

FEMR — BT BN
Tier 4 for the remainder

$9.05 (::=)(Note 3)
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EEMAZHNERK  @RBEBABIETR Fresh water for other uses is charged at different rates as
o & - follows based on the purpose of consumption.

A% B8N (1XF5K) WE
Purpose Charging rate per unit of one cubic metre

[EES

(M) (Note 4)
Trade $4.58 (B (Note 4

e

Construction $7.11 (&%) (Notes)

fiE (FEAR A E)

(&7X) (Note 6)
Shipping (Non-local Vessels) $10.93 e

fiE (Rifn )

(&t) (Note 7)
Shipping (Local Vessels) $4.58 e

FUE AN GERME) - WIATENREIKE
Any purpose other than Shipping (Non-local Vessels) i $4.58 (&) MNote?)
where payment is made against a prepaid ticket

RETK & (E A 1 >

Flushing per 4 month period LA

— E30fEZELI for the first 30 units ) %8
Free

- R B for the remainder $4.58 (E+) (Note?)
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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 average net fixed assets (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 2016-17, the net unit production cost is $12.0, 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
2016-17, the full unit production cost is $16.6, 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
2016-17, the deficit was $1,357.3M and the cost recovery rate
was 86.5%.
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.

The Government continues to review the water

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”
to recover the full cost of providing services. During the year
2016-17, 25 statutory fee items remain unchanged.

principle which aims

Profiles of the Revenue from Water Charges

During the year 2016-17, about 14 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, 20
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 2.7 million domestic customers, the average
water charge in 2016-17, 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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BETEIRBPERIZSHKBIASDHT  An analysis of the water charges by sector over the past five
(1 N years is as follows.

MHFEE(EET)

Financial Year ($million)

iff,gu 13/14 14/15 15/16

Eﬁrie 905 903 933 940 946

Eo;?nestic 1,437 1,452 1,474 1,503 “

Eyoﬁjernment 156 159 155 159 l

gi\»f;sx 185 201 215 212 u
# @I R A K # including fresh water for flushing

TR/ EFERKBRAGZRAFERNES  MESLETR)
Water Charge (% by Sectors) 2016/17

75%

Hfb* Others?
211 B & T million dollars

5.5%

BT Government
156§ & T million dollars

33.4%

P2 Trade
946 H & Jt million dollars

%t

‘%i‘f_“!'.’ﬂ :

Faisfe
8

53.6%

{£=F Domestic
1,518 & jt million dollars

B A BETT
Total 21831 million dollars

* EIER KK

# including fresh water for flushing
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WARBEXDH Analysis of Revenue and Expenditure

KEBWABE —MKKE - KW E - 2 The revenue collections include chargeable water supplies,
. UARAWETHENTITRRER - £4% fees, licences, and reimbursable work. In preparing the
IKFEERER - @ ESTIRE EEZ 7|8 Waterworks Operating Accounts which present the financial
XBERMKR  HheEKEIERSWAIE results and positions on an accrual accounts basis, the
B FES=MwEEL - 2B A/KMEL X revenues include non-cash items, mainly contribution from

FFRAK - #BERATEBIFEE TR« rates, contribution on free allowance, and water supplies
BERIKAKA 75 - EEKTTHE to government establishments. The total operating costs
X o BEAFHWARFAZIANAT - include mainly staff costs, purchase costs of Dongjiang water,

depreciation, operating and administration expenses. An
analysis of the revenue and expenditure over the past five years
is as follows.

WA(BETT)

Revenue ($million)

MBEFEE

Financial Year 15/16 16/17

—MRKE
Chargeable Supplies

Z AL

Contribution from Rates 3,561.0 3,970.6 4,263.4 4,574.4 4,763.2
% B AKFHAL

Contribution on Free Allowance 912.4 918.7 961.3 1,009.2 1,067.4

2,527.2 2,5655.8 2,622.0 2,654.9 2,674.9

U 156.2 159.0 155 1 158.9
Supplies to Government Establishments : N ) .
BEWE R HAM . B o 2
Fees, charges and others U ° ’ q

R
Total 7.187.8 7,630.6 8,030.7 8,434.5 8,706.4

WSD | Annual Report 2016/17 | 6

[¢¢]



817 7K Finance and Water Charges

ZT RN/ tEFEXERAFPEAKESHE
Distribution of Household Average Monthly Bill 2016/17

20% 14%

$750A $0

Above $75

1%

$5014 %5475 33%

Above $50 up to $75 $OLA EE$25
Above $0 up to $25

22%

$25L4 EZE$50

Above $25 up to $50

Fx(B&T)
Expenditure ($million)

BBREE

Financial Year

15/16 16/17

BTR%
Staff costs

Rk G 1,698.3 1,747.9 1,841.0 918 948
Operating and administration expenses ! ’ g ) B41. 1.918.7 1,948.7
oGy 9 2.2 4,031.2 296 69
Purchase cost of Dongjiang water 3,694.5 3,802. ,031. 4, A 4,569.7
i 1,416.7 1,482.7 83 699 8
Depreciation ,416. ,482. 1,583.5 1, =] 1,815.7
wEm

Total 8,195.5 8,561.5 9,042.3 9573 ¢ 10,063.7

1,486.0 1,628.7 1,686.6 1,659.2 1,729.6
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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 public demands for a higher quality
of services. 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.
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