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Hong Kong consumers pay
less for their fresh water
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Pricing System
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(By Sectors) 2003/04
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Figures in brackets are water charges received without concession.

�� !
Financial Year 1994/95 1995/96 1996/97 1997/98 1998/99 1999/00 2000/01 2001/02 2002/03 2003/04

�� 
Trade 1,052 1,038 1,044 986 938 942 920 888(919) 753(915) 800(891)

��
Domestic 1,012 1,118 1,138 1,185 1,245 1,266 1,268 1,180(1,317) 617(1,362) 1,143(1,460)

��
Government Uses 141 164 150 143 149 158 169 144(144) 149(149) 153(153)

��
Others 204 219 224 206 196 202 215 214(215) 195(199) 184(185)

�� 
Total 2,409 2,539 2,556 2,520 2,528 2,568 2,572 2,426(2,595) 1,714(2,625) 2,280(2,689)

�� Percentage
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Low charges
For the high quality of their fresh
water supply, Hong Kong
consumers pay a great deal less
than what it costs in most major
cities in the world.

Unlike the growing trend in many
other countries, where the aim is
for removal of all forms of subsidy,
Hong Kong continues to supply
water far below actual production
cost.

Domestic rate for water is based
on a four-tier system, which in turn
is based on four months’
consumption.

For the first tier, a free supply of 12
cubic metres is provided to each
household, which is the minimum
seen to be necessary for use by
reference to the average
household size in public housing.

The three other tiers are charged
at progressively higher rates. Since

the last revision of water charges
in February 1995, the basis has
been as follows: 31 cubic metres
at cost after taking into account
the government subsidy through
rates for the second; 19 cubic
metres on a non-subsidy basis for
the third, and finally a punitive
rate roughly 40 percent above the
third for the rest.

As a result, 17 per cent of our
domestic accounts, i.e. about
380 000 households pay no water
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Analysis of Operating Costs
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Operating & Admin. Expenses
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Purchase of Guangdong Water

�� ! Financial Year
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Depreciation
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Interest on Government Loan

1,747 1,485 832,445 731 6,491

1,432 1,566 532,513 846 6,410
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Meter reading with the new data logger.
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bill; 27 per cent pay $25 or less a
month, and only 23 per cent pay
more than $75 a month. This
means that on average, the Hong
Kong household bill for water
comes to only 0.25 per cent of
total monthly expenditure.

Setting charges
Proposals for water tariff are
worked out on a yearly basis and
placed before the Waterworks
Accounts Committee, which is
chaired by the Permanent Secretary
for Financial Services and the
Treasury (Treasury) and includes the
Director of Water Supplies and
other senior Government officers.

Major considerations in setting the
tariff include subsidy level, financial
implications and the intention to
avoid cross-subsidisation between
domestic and other users.

Any proposal for change in the
water tariff is first put before the
Executive Council and then has to
go through the legislative process.

Subsidy
In the year under review, the
government subsidy, including the
contribution from annual rates,
special concessions, free
allowances to domestic consumers,
and operating account deficit

amounted to $4,095 million. In
fact, the annual revenue from
chargeable supplies has not been
able to cover the cost of raw water
from Dongjiang.

Freeze effect
Owing to the freeze on charges
since February 1995, total revenue
from water tariff increased only
marginally as a result of increased
consumption. Effort is being made
to offset some of the deficit
through higher efficiency.
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Annual Expenditure on Purchase of Guangdong Water and Proportion of
Annual Total Operating Expenditure
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Expenditure by Programme Areas for
the past three years

�� !=Financial Year 2001/02 2002/03 2003/04

�� !� �� !� �� !�
($Million) ($Million) ($Million)

�� !"#$%& 4,772.4 4,817.0 4,829.6
Water Supply (Planning & Distribution)

�� !=Water Quality Control 160.3 160.9 137.3

�� !=Customer Services 367.0 390.1 372.8

5,299.7 5,368.0 5,339.7
(+3.7%) (+1.3%) (-0.5%)

2.6%
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Use of new meter reading data loggers are another example of improved efficiency.
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�� !
Accounts Statistics

Concession
To help ease the financial effect of
the SARS outbreak on the public, a
special four-month concession (in
addition to the special one-year
concession that ended in March
2003) was given from August
2003.

The maximum concession on water
and sewage charges was $334 for
domestic, and $2,666 for non-
domestic users.

Revenue
Revenue from water is derived
from chargeable supplies, fees,
licences and reimbursable work,
government use and notional
interests from deposits.

Excluding the effect of
concessions, revenue from

chargeable supplies and
government use increased by 2.4
per cent to $2,689 million. Total
revenue, including contributions
from rates as well as revenue
from concessions and free
allowance for the year, came to
$5,585 million, a decrease of
2 per cent.

Operating costs
Total operating costs declined by
1.2 per cent to $6,410 million.

The cost of Dongjiang water came
to $2,513 million, which was more
than 39 per cent of operating costs.

Programme area costs
Total expenditure in terms of
programme areas declined by 0.5
per cent to $5,340 million.

Due to the difference in
accounting basis, the operating
costs and actual expenditure in
programme areas are not identical.

Charging basis
Charges for fresh water are based
on metered consumption.

Meters for 2.33 million domestic
accounts and 0.26 million non-
domestic accounts with low usage
are read every four months; 5 028
non-domestic accounts with large
consumption are read monthly.

�� !"#$2004�3�31�� 
Number of Accounts (as at March 31, 2004)

�� Domestic 2,325,475

�� Trade 232,800

�� Government 10,972

�� ! Flushing 22,314

�� Miscellaneous 1,800

�� Total 2,593,361
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