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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 (135K) WE

Charging rate per unit of one cubic metre

F—H — H12{E%5 M
Tier 1 for the first 12 units

FR — HBIER3EEA
Tier 2 for the next 31 units

F= — BEENI9EER
Tier 3 for the next 19 units

FIR — BT EN
Tier 4 for the remainder

$9.05 (E=)Note 3)
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Fresh water for other uses is charged at different rates as follows,
based on the purpose of consumption:

& BEA (13Z5K) WE

Purpose Charging rate per unit of one cubic metre
F:ﬁ % (3 M)(Note 4)

Trade 34.58

e

g (GEARHAE)
Shipping (Non-local Vessels)

g (AAsE)
Shipping (Local Vessels)

fBIANRE GERIME) - WATANRHMIKE
Any purpose other than Shipping (Non-local Vessels)

where payment is made against a prepaid ticket

b B/ SO 0 2 o

Flushing per four-month period
— BE30fEZEAL for the first 30 units
— $2 NE{I for the remainder

%E Free
54.58 (Ft)(Note 7)

BKTRIERER -

Sea water for flushing is supplied free of charge.
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RABMEGEMMBEERAE - BIRBKERLEN
FKEFESEMMNTHEERER (BEETEET
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Note 1. 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 2020-21, the net unit production cost is $12.2, which is
materially higher than the charging rate of $4.16, mainly because water tariffs have
not been changed since 1995.

Note 2. 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 2020-21, the full unit production
cost is $17.6, which is materially higher than the charging rate of $6.45, mainly
because water tariffs have not been changed since 1995.

Note 3. The fourth tier is set about 40% higher than the third tier to discourage extravagant
and wasteful use of water.

Note 4. 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.

Note 5. 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.

Note 6. 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.

Note 7. These charging rates were set at the rate equal to the charging rate for trade
purposes.
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Waterworks operations, after including revenue from various
contributons, have seen deficits since 1998-99, and thus are
subsidised by general Government revenues. In 2020-21, the
deficit was $1,825.1M and the cost recovery rate was 84.1%. 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). The WSD periodically
review 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, 38% 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 28% paid up to the tier 4 rate of $9.05 per unit. For the WSD's
2.8 million domestic customers, the average water charge in 2020-
21, including those not required to pay any charge, was $55 per
month. According to the Census & Statistics Department household
expenditure survey, the water and sewage charges amount to about
0.3% of the average monthly household expenditure.

WATER CHARGES (BY SECTOR)

An analysis of the water charges by sector over the past five years is
outlined as follows:

BEE (BET)
Financial Year ($million)

iii%gu 2016/17 2017/18 2018/19 2019/20 2020/21 (2;7"2 1)
3 Trade 946 970 974 727 (905) 277 (828) 11.5 (27.4)
£ Domestic 1,518 1,552 1,556 1,643 (1,643) = 1,867 (1,867) 77.2 (61.8)
BT Government 156 156 164 172 (172) 148 (148) 6.1(4.9)
EAb* Others* 211 195 187 165 (182) 125 (177) 5.2 (5.9)
A Total 2,831 2,873 2,881 2,707 (2,902) : 2,417 (3,020) : 100.0 (100.0)

ESRABTF R EBKBIRAIN LR BERRER

Figures in brackets are actual water charges received plus concession.

# EFERRIAK
# Includes fresh water for flushing
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B3 K& k& Finance and Water Charges

ANALYSIS OF REVENUE AND EXPENDITURE

Revenue collections include chargeable water supplies, fees, licences,
and reimbursable works. In preparing the Waterworks Operating
Accounts which present the WSD's financial results and positions on
an accrual accounting 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:

MBEFE

Financial Year

2016/17 2017/18 2018/19 2019/20 2020/21

—RKE
Chargeable Supplies

Z AL

Contribution from Rates

Z TR RE

Contribution on Concession of Rates

N

Contribution on Concession of Water Charges

B RKHRE

Contribution on Free Allowance

B 7K

Supplies to Government Establishments

BIEWE - TN R REA :
Fees, charges, interest from deposits and others

87064 89061 92361 95449 9,663.9
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—RCR/ _—FEGERAFSAKESME

D|str|but|on of Household Average Monthly Bills 2020/21

24% 14%

$7504 & $0

Above $75

12%

$50LA E=E$75

Above $50 up to $75

21% 29%

$250A E=$50 $0A =925

Above $25 up to $50

X% (B&T)

Expenditures ($million)

Above $0 up to $25

BB

Financial Year

2016/17 2017/18 2018/19 2019/20 2020/21

BTHY
Staff costs

EERITRRAX

Operating and administration expenses

BEFRTKRMRA

Purchase cost of Dongjiang water

e

Depreciation

FOEC]
Total

10,0637 10,6405 109116 11,2205 11,489.0

REBNAT Bt/ 7 TR AR I
KEEEE RE BEARREANERTE
BRAXREER #HURSEFIaIETE
EN BRmemRYEEBERENFTL 4t
SRBARBMNAFRARL BHASET
ERENTHLE ERHEEREHERF®
B8R PRRIT AR S - BB MERE
BMER R EAOE]
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The 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 the WSD will exercise strict
financial discipline and be very cost conscientious in delivering quality
services to meet customer demands. This is the WSD's underlying
approach to achieve its vision and missions.
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K# - EERE
WATERWORKS — OPERATING ACCOUNTS

—EFTF/F-—FEMOR
REVIEW OF THE YEAR 2020-21

BE_ZT-—F=A=t+—HItOMBFE
For the year ended 31 March 2021

TEFTE Activities

SRR AR B K EEK B L TH 3% 256,768 57 75 3K I\/Iitered fresh water consumption increased by 1.3% to 676 million
\ ' e © cubic metres

BIgRER Financial Performance
WA LEFA1.2% Revenue increased by 1.2%
X EF2.4% Expenditure increased by 2.4%

BEEBR=-T ./ —TFEEM16.756/ELHE Deficit after taxation increased from $1,675.6 million in 2019-20 to
—ToT ——EEMI8251ET - $1,825.1 million in 2020-21

RETAETFEHENEBRER -~/ -  Return on Average Net Fixed Assets decreased from -2.6% in 2019-20
FEN-26%RBE_F_FT/ - —FEN-27% © 10-2.7% in 2020-21

2«( & ||1§ E
OPERATING ACCOUNT

2T —F = AT —HINETBFE
For the year ended 31 March 2021

2021 2020
H (B&xm) (B&x)
Note $M SM
WA Revenue 2 9,663.9 9,544.9
I Expenditure 3 11,489.0 11,220.5
HAIEE Deficit before taxation (1,825.1) (1,675.6)
I8 Taxation 1e), 1,4 - -
BigEsE Deficit after taxation 1() (1,825.1) (1,675.6)

M REREAN—#5 o

The annexed notes form part of these accounts.
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BEMBRRNER

FINANCIAL PERFORMANCE MEASURES

HE—T-—F=A=+—AItNYBFE
For the year ended 31 March 2021

2021 2020
i (B&n) (B&xn)
Note $M $M
B BEFFE Average net fixed assets (ANFA) 1(G), 5 67,001.5 64,793.4
B ERE Actual return § § (1,825.1) (1,675.6)
B2l 5 Target return 1,742.0 1,684.6
RETEETFESTER Actual return as % of ANFA 1(h) (2.7%) (2.6%)
BEROH=E ; g g
HETEEFFETER Target return as % of ANFA 2.6% 2.6%
EREIERIES : : :
M RERE N —HD °
The annexed notes form part of these accounts.
B IEAR R R
STATEMENT OF FINANCIAL POSITION
HE_ZT-—F=A=+—AItNVBEFE
For the year ended 31 March 2021
2021 2020
i (B&n) (B&8xn)
Note $M $M
HERREE Net assets employed
EERE Fixed assets O A®I,5 68,366.2 65,636.8
TBEE Current assets 0,6 2,915.4 2,995.2
FBE S Current liabilities 7 (2,819.3) (2,768.0)
REEERE Net current assets 9.1 227.2
68,462.3 65,864.0
B B RITR Financed by
AHERKE Public capital account 1(), 8 68,462.3 65,864.0

M REIRB B —HF5 °

The annexed notes form part of these accounts.
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(i FEEMETEE BRTEETHNEE
AR ABERTESN HAE R AERER
BITETIL -

(o) #7E

() FrERREEEEEXMEREER
HIRERIERE - SR B R AR TR
HERFHO I BFENEXRS:

BEIE SR B N EME 1%

TARTHE 2%
MRE — K 2%

— K 5%
WEIRR WS MERE 4%-20%
VN7 8.33%
BRI R RS 10%-33.33%
B 10%-20%

(i) BEPNEEWSBITERE -

A BEREFE
BAFERNIMEFEL K ANMERHE

817§ & /K E Finance and Water Charges

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%-33.33%
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

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.

(f) 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

This is calculated as a percentage of surplus/deficit after taxation
to average net fixed assets (ANFA).

(i) Average Net Fixed Assets

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

(j) 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. ItA 2. Revenue
2021 2020
(B&n) (BExn)
$M SM
WE HK Chargeable supplies 2,268.5 2,534.8
2= Bl L Contribution from rates 2,856.4 3,146.7
P R B B A Contribytion from Government on 3,225.5 2,535.5

concessions

B ARPREERkER  _onoution from Government on free 1,129.8 1,083.3
BFEFAK Supplies to Government establishments 148.3 172.0
WE - feia AT (El 2 HE) T Fees, licences and reimbursable works 25.3 27.4
FRHE Interest from deposits 10.1 45.2
9,663.9 9,544.9

BT 3 SR AT &) 0 47 RE B AR £ A MK B R

EiZZ8

() BN =-Z—N/ ZTFER=_T=Z/
CTFEMEMEREENHS AR
23.403187C 526.222187T AR 2% F
EREITEE RIS e mEa =58 -

(i) B —Z— N/ —ZEFER-_ZT-F
—irmm% R ETEIM R D R A
1.952187T }6.03318 0 ARE N ==
—NF+—A—HE_Z_—F=A=1—
HEEITIEFEAPRAKKE BRI
iE A Z=&E ©

BN ABRAPRERERKEMMNEERE £
BTN/ —EFERZEF/ ——FF
DRIAEN.7ITHA12 2TUR KK B FEE
A (BERIERETEETFDFEAENER
B FE  EAEEFE DR REEN2.57TH2.6
7)) RUARRKEREESAKFERAERNN R E
FKFERGAE -

The Government contribution on concessions comprises two parts:

(i) contribution from Government on concession of rates of
$2,340.3M in 2019-20 and $2,622.2M in 2020-21 to cover the
shortfall in contribution from rates resulting from the concession
of rates granted during the years; and

(i) contribution from Government on concession of water charges
of $195.2M in 2019-20 and $603.3M in 2020-21 to cover the
shortfall in chargeable supplies resulting from concession of water
charges for fresh water consumption for non-domestic purposes
from 1 December 2019 to 31 March 2021.

The calculation of Government contribution on free allowance to
consumers is based on the fresh water net unit production cost of
$11.7 and $12.2 for the years 2019-20 and 2020-21 respectively,
which has included a target return on ANFA of $2.5 and $2.6 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. % 3. Expenditure
2021 2020
(5ER) (BER)
SM $M
BTR%* Staff costs* 2,042.7 2,195.0
EIERITHF S Operating and administration expenses* 2,453.7 2,094.1
i E RT/KEB A Dongjiang water purchase cost 4,821.4 4,810.9
e Depreciation 2,171.2 2,120.5
11,489.0 11,2205
* REDEE [EEES | BRUETHRIERGET2IFTS R -
The expenditure relating to Job Creation Scheme funded under the Anti-epidemic Fund have been excluded.
4. A 4. Taxation
2021 2020
(B&m) (BET)
$M $M
ZENER Notional profits tax charge for the year 0.0 0.0
AT B ARERIEEE/ (BE) Deferred tax assets/(liabilities) not : :
RIHER recognized in respect of: 46,432.0 43,215.9
— REANBIEEE -Unused tax loss 1 i
I Material temporary difference arising from :
=S | A Hrfk = E :
HTERREMELNERERER depreciation allowances (27,579.9) i (26,198.1)
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5. EIEEE 5. Fixed Assets

B | WERRRE | SHEA | FKHE | RERKE | BEAKE Kk B EEhhEE LH
B8 | Plantand | BERES $HE | Plover Cove | Highlsland |~ Meters Motor | Assets Total
BEZ | Machinery | Computer | Salt Water Vehicles Under
Buildings, Hardware, | Flushing Construction
Filters, Software &
Mains, etc.. System

(B87)| (E8n)| (BBn)| (FBm)| (EBm)| (B@n)| (BBn)| (FBm)| (E8m)| (BEn)
M M M M M M M M M M

5% Cost

—Z-T5MA-A At 1 April 2020 69,569.9§ 288.7§ 432.3% 14,732.7% 702.0% 1,661.2§ 490.3% 101.6§ 6,817.7% 94,796.4
AE Additions 111 26 26 48870 4,9033
By Transfers 24012 313 3017 49 (2,739.1)2
&/ Disposals/\Write off (2.8)§ (1.5)§ (3.0)§ (1.0)§ (16.1)§ (2.9)§ (0.2)§ (27.5)

ZBo-FZAS+-8 At3IMach2021 719683 2983 4632 150334 7020 16612 8,965.4  99,672.2

2ENE Accumulated
Depreciation

SETOTERA-A AUADI2000 0 201663 2053 3630 63191 4%65 12455 3135 504 - 29,1596
YERE Chargefortheyear 14802 188 154 S5 93 85 48 97 22

RE/HHKER Witten back on (2.2)§ (1.5)§ (1.1)§ (1.0)§ (16.1)§ (2.9)§ (248)
Disposalstrite off = : = = = = : : :

“B--FZAS+-B  At31March2021 - 216443 2226 3773 69126 4858 12740 51.2 - 31,3060

RERE Net Book

Value N N N N N N N N N N
“$o-£ZAZ4-B At3IMarch2021 50340 757 859 81208 2162 3812 120 490 89654 683662

CEOTESAST-R . M3IMach2000 4940360 834 6930 83936 22550 4157 1768 512 68177 656368

IRETBIEM BRI BKEKERASERNL  The capital expenditure relating to the relocation of fresh water and
RIEEMNEARRS salt water service reservoirs into caverns has been excluded.
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6. MENEE 6. Current Assets
2021 2020
(BEn) (BBn)
$M $M
RAEFE Stocks in Hand 158.3 159.6
FEUIRIE Debtors 4240 549.9
BB B A R IR Current Account with Treasury 2,333.1 2,285.7
2,915.4 2,995.2
7. RENAE 7. Current Liabilities
2021 2020
(BEn) (BEBxn)
SM $M
AP MEEENZ S Consumers' and contractors' deposits 2,323.1 2,275.7
FERTIRIE Creditors 496.2 4923
2,819.3 2,768.0
8. AXEXIRE 8. Public Capital Account

AHEARRBIEBNTEEARSENIRE - The Public Capital Account represents the Government’s investment
in this utility.

2021 2020
(B8xn) (B8n)

SM $M

A — A g Balance as of 1 April 65,864.0 64,083.7
REENEE Deficit for the year (1,825.1) (1,675.6)
BRSNS 12 & éggg‘;ﬂﬁfh investment by the 44234 3,455.9
=ZA=+—R#&&#% Balance as at 31 March 68,462.3 65,864.0
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E(?F 9. Commitments

N_E—F=A=t+—HEZZT-TF=H Outstanding commitments as of 31 March 2021 and 31 March 2020
=t+—H  AREEIRBIELBENAREREZA  not provided for in the operating accounts were as follows:
T

2021 2020

(B&xm) (B&xm)

$M $M

(i) EATIZIER % HERk (i) Capital works projects, property, 26,619.7 19,108.5
RIBEALIERFEEDE plant and equipment and capital - :

subvention

(i) JEAEE MR (i) Non-recurrent expenditure - -

(iii) ;& (iii) Investments - -

(iv) BRI B BB & (iv) Loans and non-recurrent grants - -

ZA=t—H#&R Balance as of 31 March 26,619.7 19,1085
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