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WATER CHARGES

Customers 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 July 1996).

SCALE OF CHARGES

Fresh water for domestic use (other than flushing) is charged by
four-month periods, with rates set out in a four-tier system as follows.

BEM(IZEK)KE

Charging rate per unit of one cubic metre

RE

Free

$4.16 (&—)(Note 1)

$6.45 (& =)(Note 2)

$9_05 (& =)(Note 3)
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Fresh

water for other uses is charged at different rates as follows,

based on the purpose of consumption.

BEMNIZFXK)WE

Charging rate per unit of one cubic metre

$4.58 (M) (Note 4)

$7_1 1 (&ZE)(Note 5)

$1093 (&£75)(Note 6)

$4.58 (&F+)(Note 7)

$4.58 (&t )(Note 7)

% & Free
$4.58 (&) (Note 7)

Sea water for flushing is supplied free of charge.

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 2018-19, the net unit production cost is $11.6, 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 2018-19, the full unit production cost is $16.9, 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 about 40% higher than the third tier to discourage extravagant and
wasteful use of water.

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

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

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

These charging rates were set at the rate equal to the charging rate for trade purposes.
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Waterworks operations have seen deficits since 1998-99, and
thus are subsidised by general government revenues. In 2018-19,
the deficit was $1,675.5M and the cost recovery rate was 84.6%.
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). WSD periodically
reviews 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 2018-19, 25 statutory fee items have been
revised effective from 29 March 2019.

PROFILES OF THE REVENUE FROM WATER
CHARGES

During this financial year, about 14% of domestic customers were
not required to pay water charges, 42% paid up to the tier 2
rate of $4.16 per unit, 20% paid up to the tier 3 rate of $6.45
per unit, and 24% paid up to the tier 4 rate of $9.05 per unit. For
WSD’s 2.7 million domestic customers, the average water charge in
2018-19, including those not required to pay any charge, was $47
per month. According to the Census and Statistics Department
household expenditure survey, the water and sewage charges
amount to about 0.3% of the average monthly household
expenditure.

An analysis of the water charges by sector over the past five years
follows.

BHREE(BETT)
Financial Year ($million)
%

15/16 16/17 17/18 18/19 (18/19)
940 946 970 974 33.8
1,503 1,518 1,552 1,556 54.0
159 156 156 164 5.7
212 211 195 187 6.5
2,814 2,831 2,873 2,881 100.0


https://1,675.5M

—B—/\/—NFEIKBRA
(RAFPERES - KB EER)
Water Charges (% by Sector) 2018/19

WA R B 32 53 4

KERABR—RKE  BBEKE  JEE -
ARAIWE ST HO TRER - iR RKE
RAR  SUESTREEEZIIMHREA R
A EPBREEIFREWAIRR £ 8
REMARE - 2B RKFEHREMBFAK -
BFATEBRZRE TN - BERIIK
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WA (BT
Revenue ($million)

MBEFEE

Financial Year

—MRKE
Chargeable Supplies

ZE AN RN

Contribution from Rates

2B F/KHR

Contribution on Free Allowance

BT 7K

Supplies to Government Establishments

BIEWE & HAD
Fees, charges and others

wazE
Total

ANALYSIS OF REVENUE AND EXPENDITURE

Revenue collections include chargeable water supplies, fees, licences,
and reimbursable work. In preparing the Waterworks Operating
Accounts which present WSD’s financial results and positions on an
accrual accounts basis, the revenues include non-cash items, mainly
contributions from rates, contributions on free allowance, and
water supplies to Government establishments. The total operating
costs include mainly staff costs, Dongjiang water purchase costs,
depreciation, operating and administration expenses. An analysis of
the revenue and expenditure over the past five years is as follows:

14/15 15/16 16/17 17/18 18/19

2,622.0 2,654.9 2,674.9 2,716.9 2,717.2

4,263.4 4,574.4 4,763.2 4,942.0 5,239.8

961.3 1,009.2 1,067.4 1,048.6 1,055.0

155.1 158.9 156.4 156.0 163.8

289 371 44.5 42.6 60.3

8,030.7 8,434.5 8,706.4 8,906.1 9,236.1
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—E- N/ NFEEERFEAKENHE

Distribution of Household Average Monthly Bills 2018/19

20%

$750A
Above $75

11%

$50LA EES$75
Above $50 up to $75

Sy

22%

$2504 % $50
Above $25 up to $50

Fx(B&T)
Expenditure ($million)

PRFE

Financial Year

ETRX
Staff costs

BIERITHRX

Operating and administration expenses

BERTKHRAR

Purchase cost of Dongjiang water

e

Depreciation

Total

REBNART & AR 77 R AR TS -
VEREFEEE - & EARMEEANER
THEAXREER  #BHRSEERENR
BTHEN BRmEmRUEELRBEHN
FK o B RRA LRI F RIABD -
BPEETERENVHLE  ERHEER
BmERPHEE R TR NE
ERBRMERBEMEREIER -
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14%
Ve 50
. 33%
2 $OLA_EZE$25
$OLAEZES25

Above $0

Above $0 up to $25
up to $25

14/15 15/16 16/17 17/18 18/19

1,586.6 1,659.2 1,729.6 1,.917.1 2,077.9

1,841.0 1,918.7 1,948.7 2,024.1 2,023.6

4,031.2 4,296.1 4,569.7 4,782.2 4,796.5

1,583.5 1,699.1 1,815.7 1,9171 2,013.6

9,042.3 9,573.1 10,063.7 10,640.5 10,911.6

WSD is committed to providing services as cost effectively as possible,
and has made substantial investments in fixed assets, equipment,
information technology and human resources to improve operational
efficiency and staff productivity to meet the public’s demand for a
higher quality of services. Our customers and the public at large
can rest assured that WSD will exercise strict financial discipline
and be very cost conscientious in delivering quality services to meet
customer demands. This is WSD's underlying approach to achieve its
vision and missions.
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Waterworks — Operating Accounts

—EB-N/—hEEEH
REVIEW OF THE YEAR 2018-19

BHE-Z-hWEF=ZA=+—HLNHERFE
For the financial year ended 31 March 2019

T/ERME Activities

Metered fresh water consumption increased by 0.5% to

R BRKERECERAIA K FEKE L F10.5% £ 6.691(83 5K o )
669 million cubic metres

BBRR Financial Performance

WA LEF3.7% Revenue increased by 3.7%

X EF2.5% Expenditure increased by 2.5%

MEEBER —T—+t/— /\FEM17.3441E7T Deficit after taxation decreased from $1,734.4 million in
frzE —T— N\/—NFER16.755(87T 2017-18 to $1,675.5 million in 2018-19
REEEETFFEFENRREH-_T—1/—N\ Return on Average Net Fixed Assets increased from
FEH-28%EE—T—\/—NLEEN-2.7% -2.8% in 2017-18 10 -2.7% in 2018-19
K=k E

OPERATING ACCOUNT

HEZT-NWF-A=-+T—HLENUPERFE
For the financial year ended 31 March 2019

2019 2018
= (B&T) (B&m)
Note $SM M

WA Revenue 2 9,236.1 8,906.1

F Expenditure 3 10,911.6 10,640.5

ﬁ?ﬁ%ﬁ Deficit before taxation (1,675.5) (1 7344)
IR Taxation 1(e), 1(f), 4 )
ﬁ‘fﬁgﬂ;ﬁ Deficit after taxation 1(]) (1,6755) <1 7344)

B3 AiE R B A)—E05 © The annexed notes form part of these accounts.
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HEMBERROER
FINANCIAL PERFORMANCE MEASURES

HE_ZT-NWF-A=-+—HLENUERFE
For the financial year ended 31 March 2019

BEE&EETI9FE Average net fixed assets (ANFA)
B E R Actual return
SR E R Target return

ZEFEEFHFESTER  Actual return as % of ANFA

ERE &
RETEETIFEFER  Target return as % of ANFA
5 B

BisE AiE MR B H)—3045 © The annexed notes form part of these accounts.

B B AR 5L 2
STATEMENT OF FINANCIAL POSITION

HE-_ZT-NF=-A=T—HILEHNUEFE
For the financial year ended 31 March 2019

AEAFEE Net assets employed
EEEE Fixed assets

RBEE Current assets
RBBE Current liabilities
mEEEFE Net current assets
BBURIR Financed by
AHEXRKRE Public capital account

BisE AiE0R B #)—3045 © The annexed notes form part of these accounts.
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2019

& (BE&T)
Note $SM

13), 5 63,208.4

(1,675.5)

1,643.4

(2.7%)

2.6%

63,950.0

2,853.2

(PALR))

133.7

64,083.7

64,083.7

2018

(BBt
$M

61,689.4
(1,734.4)

1,603.9

(2.8%)

2.6%

2018

(BBX)
M

62,466.7
2,789.1
(2,608.6)

180.5

62,647.2

62,647.2
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1. ST EE

(a) BFTER
IR B 2R IR E £ AR BB R GIE - I
EEIERT A BIERER -

(b) BEEE

(i)

(i)

B EATUR Bl B9 1 5k - B E & E R
BRI HE A SR 7K @R A T ib o
ERBUFURE A £ i - H U B 5k A
EREEEBMMITERAN -
EFRTIRER  KABREEREE
FX - M THIR BRI« REIA
EEEMEIMAY -

(i FTEEMETEEE  BRTRETH

BENRANEEI - AUERANE
HERBITESL -

(c) ITE

(i)

FEERBEEXRAMEREERHR
HRIERE - RABEREHARE TR
ERFHO R - BFENEXS

PEIE - 595 - Wt

NiERE 1%
N 2%
MrE — KK 2%

— K 5%
WWETIR -

e MR 4%-20%
IKER 8.33%

BISEM  MER RS 10%
B 10%-20%

(i) BETNEEWLEIERE -

(d) REEE
BAEFE~RNIMEFTE  BRRAE
AHE -

Notes to the Accounts

1. Accounting Policies

(a) Basis of Accounting

The accounts have been prepared on the historical cost basis of
accounting, modified to include notional receipts and payments.

(b) Fixed Assets

(i) No cost is included for land which is occupied by installations

or sterilised by catchment areas except that, where it has
been resumed, the cost of resumption has been included in
the capital cost of the project concerned.

(i) For capital projects, the costs include the actual direct

expenditure and staff costs for design, planning and
supervision during the construction period.

(iii) All other fixed assets are stated at cost less accumulated

depreciation except assets under construction which are
stated at cost.

(c) Depreciation

(i) Depreciation is provided on a straight-line basis to amortise

the cost of fixed assets less residual value over their estimated
useful lives. The annual rates of depreciation used are:

Tunnels, dams, resumption and

afforestation, etc. 1%
Civil engineering works 2%
Water mains — fresh 2%

—salt 5%
Mechanical/electrical works,

plant and machinery 4%-20%
Meters 8.33%
Computer hardware, software and system 10%

Motor vehicles 10%-20%

(i) No depreciation is provided on assets under construction.

(d) Stocks in Hand

Stocks in Hand are valued at cost using the weighted average
cost method to the extent that it is material.
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(e) Taxation

(f)

Notional profits tax is provided, where necessary, based on
the expected taxable surplus for the year, using the tax rates
prevailing at the reporting period end date, and any adjustment
to tax payable in respect of previous years. No provision for
notional profits tax has been made in the accounts, as the utility
has no taxable surplus for the year.

Deferred Tax

Deferred tax is recognised, where appropriate, for all material
temporary differences between the tax bases of assets and
liabilities and their carrying amounts in the accounts. Deferred tax
assets are recognised to the extent that it is probable that taxable
surplus will be available against which the temporary differences
can be utilised. No provision for deferred tax in respect to all
material temporary differences has been made in the accounts,
as the utility has no taxable surplus against which the temporary
differences can be utilised.

(g) Employee Benefits

Employee benefits, including salaries, gratuities, pensions,
housing benefits and annual leave, are accrued and recognised
as an expense in the year in which the associated services are
rendered by employees.

(h) Actual Return on ANFA

(i)

()

This is calculated as a percentage of surplus/deficit after taxation
to ANFA.

Average Net Fixed Assets

The ANFA represents the simple average of the opening and
closing value of total fixed assets less accumulated depreciation.

Deficit

Since the Water Authority does not have a separate legal identity,
its financial resources form part of the General Revenue. All
deficits are deemed to be financed by the General Revenue and
adjusted to the Public Capital Account of the utility.
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2. kA 2. Revenue
2019 2018
(BEx) (ABTT)
SM SM
WEHK Chargeable supplies 2.717.2 2716.9
7= St Bh Contribution from Rates 2.574.8 33301
BT EH B R a2 A28, Contribution from Government
on concessions 2,665.0 1.611.9
BT & P iRt B /KA 2R, Contribution from Government
on free allowance to 1,055.0 1,048.6
consumers
BFEFAK Supplies to Government
Establishments 163.8 156.0
e - BEETRE S HATE Fees, licences and

reimbursable works

28.3 29.2

FRFLE Interest from deposits 32.0 13.4

RS RERTENZHEERBARNZFE
AETEZEMRERERMSIZRMNEER -

BN ARAFPRHEERAKEMNTERE
et/ N\FERZZE—N/—N
FEDRNAE11.7TMI1.6 THIA KT ENR
FAEENA(BEREREEEEFYFE
HEMERERRE  CHEFESRAE
B12.47TF2.57T) + T DA BR K 8k 50 8%
RIKFERENNRERAKEMAE -

9,236.1 8,906.1

The Government contribution on concessions covers the shortfall
in contribution from rates resulting from the concession of rates
granted during the years.

The calculation of Government contribution on free allowance to
consumers is based on the fresh water net unit production cost of
$11.7 and $11.6 for the years 2017-18 and 2018-19 respectively,
which has included a target return on ANFA of $2.4 and $2.5 per
unit for the respective years, multiplied by the quantity of metered
fresh water consumption within the free allowance quantity.
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3. FAx

BIML
BIEMITHRF S

BERITKHRA
e

4. B

ZENEH

A TNIER REER IR A E/
(BfE) RBHFER
— RERRTHIRE

BT E R MR E £
EXERER
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3. Expenditure

Staff costs

Operating and administration
expenses

Dongjiang water purchase cost

Depreciation

4. Taxation

Notional profits tax charge for
the year

Deferred tax assets/(liabilities)
not recognized in respect of:
- Unused tax loss

Material temporary difference
arising from depreciation
allowances

2019 2018

(BEx) (B8X)
$M $M

2,077.9 1,917.1
2,023.6 2,0241

4,796.5 4,782.2

2,013.6 1,917.1

10,911.6 10,640.5

2018

(BBt
$M

0.0

40,285.2 37,367.5

(24,987.6) (23,751.0)



5. BIEEE 5. Fixed Assets

BF BERRG EMEA BN RERKE  EELE K& EF  REMN
BiEE- Plant  BHRZS &it Plover High  Meters Motor BE

KES and  Computer  Salt Water Cove Island Vehidles Rssets

Buildings, ~ Machinery  Hardware, ~ Flushing Under
Filters, Software Construction
Mains, & System

etc.

(AEn) (B&n) (E&8n) (BE&8n) (B&8n) (BE8n) (B8n) (B8n) (B&R)
M M M M M M M M M

B Cost

“E-)\FNA—H At 1 April 2018 60,656.4 3675 4102 14,0829 7020 1,661.2 52.2 1040 91688 BEYATEW)
AE Additions - 15.2 3. - - - - 31 35053 PRI
e Transfers 5,845.4 - 7.2 2.1 - - - 73 (6,1320)
RE/HH Disposals/Write off (11.4) (883) (18) 3) - - (17.7) (13.4) (25.3) B{I%)]
“E-AFZA=+-8  At31March 2019 66,490.4 294.4 4188 143507 7020 1,661.2 504.5 1010 65168 BEANELRS
BRIE Accumulated

Depreciation

- \fmA-H At 1 April 2018 174290 2741 3381 52084 4579 11882 2647 48.1 N 25,2085
FENE Charge for the year 13258 208 137 563.8 93 288 419 95 N 20136
RE/EEERM ngzgs?scxkvv?te off

84 (681 (14) (43) - -y (24 N (1323
“E-hEZA=+-H  At31March2019 187464 2068 3504 57679 4672 12170 2889 452 N 27,0898
REFE Net Book Value
ZE-AEZA=T-0 At31March2019 47,7440 87.6 684 85828 2348 4442 2156 558 65168 K]
“E-\FZA=T-H  At31March 2018 132274 934 721 88IA5 241 4130 2515 559 91688 YN

REANEEKRBRKKEEKE/KEL  The capital expenditure relating to the (i) (a) feasibility study and (b)

HRE(a) Al TR & (b) BEHE - investigation study, design and site investigation for the relocation
e THEE RGBT A EE  of fresh water and salt water service reservoirs into caverns and (ii)
ERKEFRSREEARES o relocation of Mongkok office to Tin Shui Wai have been excluded.
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6. RENEE 6. Current Assets
2019 2018
(A&T) (B&ER)
$M $M
RERFE Stocks in Hand 137.7 1334
eI IR IR Debtors 481.0 492 .4
B &5 75 3 ) 7 2R IR Current Account with Treasury 2.234.5 21633
2,853.2 2,789.1
7. nEIEE 7. Current Liabilities
2018
(B&ER)
$M
AP MFREENRS Consumers’ and contractors’
deposits 2,153.2
FEfTIRIA Creditors 455 4
2,608.6
8. AHEXRIRHE 8. Public Capital Account
AHERREERNEEELR The Public Capital Account represents the Government's investment in
EENRE o this utility.
2019 2018
(B&ER) (BEER)
$SM SM
A —B&H% Balance as of 1 April 62,647.2 610948
REEZHER Deficit for the year (1,675.5) (1,734.4)
BT RN IR E Additional cash investment by
the Government 3.112.0 3.286.8
ZA=+—H#&H% Balance as at 31 March 64,083.7 62,647.2
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9. H&iE 9. Commitments

RZZTE—-—AF=HA=+—H8K  Outstanding commitments as of 31 March 2019 and 31 March 2018 not
—E-NF=A=1+—"8  KRLKE provided for in the operating accounts are as follows:

IREFL BB REREAZENT ¢

2018
(BEEr)
$M
() EATIEER % (i) Capital works projects,
SRR - AR property, plant and
FEEEPR equipment, and capital 11,983.5 10,910.5
subvention
(i) FELHB MRS (i) Non-recurrent expenditure )
(iii) HE (iii) Investments }
(iv) EF R IR B TR (iv) Loans and non-recurrent
wY® grants i
—A=+—H#&#% Balance as of 31 March 11,983.5 10,910.5

MHEE  A8FHA-—REERF=HA
=t+—Hit

F: BEF-A—BEET_-_A=1—H
il

B &

R BHBAN - KERMA [T 1945
AL B—AN=ZFTA+LERE B
BE-AEBRITRENEE - HETHE
RS - 7 8B TTHIK T REEER -

Financial Year: April 1 to March 31

Year (Calendar Year): January 1 to December 31

Exchange Rates

When dollars are quoted in this report, they are, unless otherwise
stated, Hong Kong dollars. Since October 17, 1983, the Hong Kong
dollar has been linked to the US dollar, through an arrangement in
the note-issue mechanism, at a fixed rate of HK$7.80 = US$1.
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