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MINUTES.
TheMinutes of the previous meeting of the Council were confirmed.
PAPERS.

THE COLONIAL SECRETARY.—BY Your Excdlency's command, | lay upon the
table certain papers, copiesof which areinthe hands of Honourable Members.

ThePgperslad wereasfollows—

Dangerous Goods Regulaions, 1940, made by the Governor in Coundil under section 5
of the Dangerous Goods Ordinance, 1873, Ordinance No. 1 of 1873, dated 22nd
February, 1940.

Amendments made by the Midwives Board under section 4 of the Midwives Ordinance,
1910, Ordinance No. 22 of 1910, and approved by the Governor on 27th February,
1940.

The Midwives (Pos-Graduate Study) Regulaions, 1940, made by the Midwives Board
under section 4 of the Midwives Ordinance, 1910, Ordinance No. 22 of 1910, and
aoproved by the Governor on 27th February, 1940.

The Trading with the Enemy (Specified Persons) (Amendment) (No. 2) Order, 1940,
mede by the Governor, with the prior gpprova of the Secretary of State, under
section 3 (2) of the Trading with the Enemy Ordinance, 1914, Ordinance No. 25 of
1914, asamended by regulation 2 of the Trading with the Enemy Ordinance, 1914,
Amendment Regulations, 1939, dated 24th February, 1940.

Order made by the Controller of Food under the Defence Reguldions, 1939, with the
congent of the Governor, fixing the sandard prices of certain artides of food, deted
14 March, 1940.

Order made by the Governor in Coundl under section 73 (4) of the Public Hedth
(Sanitation) Ordinance, 1935, Ordinance No. 15 of 1935, dated 1t March, 1940.

Amendments to the prohibition againg the import of certain merchandise from Macao
meade by the Governor in Coundl under the Importation and Exportation
Ordinance, 1915, Ordinance No. 32 of 1915, dated 2nd March, 1940.
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Amendment made by the Urban Council under section 5 of the Public Hedlth (Food)
Ordinance, 1935, Ordinance No. 13 of 1935, to the by-laws under the heading
"Makes' in the Schedule to tha Ordinance, dated 19th December, 1939, and
goproved by the Legidative Council on 7th March, 1940.

Additiond by-law meade by the Urban Council under section 3 of the Public Hedth
(Senitation) Ordinance, 1935, Ordinance No. 15 of 1935, under the heading
"Dangerous and Offengve Trades' in Schedule A to that Ordinance, dated 30th
January, 1940, and approved by the Legidative Coundil on 7th March, 1940.

The Trading with the Enemy (Specified Persons) (Amendment) (No. 3) Order, 1940,
meade by the Governor, with the prior goprovd of the Secretary of State, under
section 3 (2) of the Trading with the Enemy Ordinance, 1914, Ordinance No. 25 of
1914, asamended by regulation 2 of the Trading with the Enemy Ordinance, 1914,
Amendment Regulations, 1939, dated 7th March, 1940.

Order made by the Controller of Food under the Defence Regulaions, 1939, with the
congnt of the Governar, fixing the sandard prices of Golden Butterfly Thick
Cream, dated 8th March, 1940.

Order made by the Podmager Generd under the Defence Reguldions 1939,
prohibiting the use of wirdesstranamitting gpparatus, dated 4th March, 1940.

WAR REVENUE BILL, 1940.

THE FINANCIAL SECRETARY moved the fird reading of a Bill intituled "An
Ordinance to impose war taxes and to regulate the Collection thereof.” He sad: Your
Excdlency,—When in connection with the budget for the current financid year the proposd
was mooted in this Coundl to impose new taxation to raise additiond revenue for war
purposes during the present emergency, the form of taxation contemplated by Government
met with generd disgpprovd from the Unoffidd Members of this Coundl, dthough there
was a corresponding unanimity in agreeing thet additiond revenue should be raised to enable
this Colony as a part, however samdl, of the Empire to beer its share of the expenditure
incurred in furthering the common cause. That unanimity was fittingly expressed a the
meeting of this Coundl last Thursday by the Honourable Senior Unofficid Member in
supporting the resolution that a Bill on the lines of that drafted by the War Revenue
Committee should beintroduced.

That very representative Committee, which induded severd Unoffida Membersof this
Coundil, was gppointed by Your Excellency with terms of referencewhich findly became
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"(1) Toexaminethe draft Income Tax Bill and advise on the detailed provisons which
would be dedrable in such a measure if it were adopted, having regard to the
gpecid crcumgtances of this Colony; and

(2 to advise whether the best method of raisng additiond revenue for war purposes
would be such an Income Tax or, dternatively, any other measure or meesures of
taxation of which the incidence would be on subgtantialy the same dasses of the
community as an Income Tax and which could not be passed on to the poorer
classes™

The presant Bill isthe Bill as prepared by the Committeg, with certain verbd dterations
which are st out in the Table of Variation. No radicd modification has been made: nothing
has been added to or subtracted from the recommendetions of the War Revenue Committee,
and the temporary nature of the messure is made dear by the provison that no tax shdl be
collectablein any year of assessment subseguent to the year of assessment in which thewer is
terminated.

As explaned by the Committee in thelr Report the combination of taxes proposed
conditutes a partid income tax freed of certain complications owing to its limited scope and
desgned to meet the objections of thase, prominent among whom were the Chinese Members
of this Coundil, who deprecated inquiry or inquistion into persond drcumstances, particularly
of partnerships, inevitablein incometax proper whichisbasad on the assessment of individud
cgpacity to pay. The Bill dso avoidsthe danger of double taxation by exduding from taxation
income which is liable to income tax in the United Kingdom or any other part of the British
Empire, and by exempting corporations the whole of whase profits are lidble to such taxation;
aso taxaion under the Bill is confined to profits made in the Colony.

The Bill contains four taxes. A Property Tax of 5% per annum on the ratedble vaue of
land or buildings as assessad for rating purposes. And here | should explain thet as the Rating
Ordinance, 1901, prescribes atax to be borne by the occupier it has been congdered necessary
to indicate dearly that the Property Tax isintended as atax to be charged on and borne by the
owner, which | think isin accord with the views of the War Revenue Committee. The purpose
of thisamendment isto prevent the passing on of thetax, as it makes dear that the catificates
of far rent issued under Section 6 of the Prevention of Eviction Consolidetion and
Amendment Ordinance, 1939, cannoat take into condderation atax definitdy described asto
be borne by the owner. You have, Sir, authorised me to date that if any atempt is made
generdly to pass on the Property Tax to tenants Government is prepared to introduce such
legidation asmay be congdered necessary to prevent this.

The second tax is a Sdaries Tax on nearly dl sdaries and pensons derived from
employment in the Colony. Thefirst $5,000 of thetaxable
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income after deduction of persond and family dlowances will be chargedble a 4% and
theredfter a 10% rate will gpply. No abatement in respect of life insurance premiums was
recommended by the Committee.

Thethird and fourth taxes are repectively a Corporation Profits Tax on profits mede in
the Colony of companiesincorporated or registered under any enactment or charter inforcein
the Colony or dsewhere a arate of 10% without any abatement, and a Business Profits Tax
on profits made in the Colony from al businesses and professons which is levied on the
business and not on individua persons so that no inquiry as to the ownership of the business
and the divison of the prdfits is involved. There is, in the drcumdances, no deduction in
respect of persond and family adlowances and the rate proposed is, after agenerd exemption
up to $10,000 per annum, 5% on the excess over $10,000 up to $100,000 and 10% on the
excess over $100,000.

| think | am correct in saying thet the Committee regarded these taxes not so much as
four severd taxes but as four forms of one tax and that the acceptability of that one tax
depended on grounds of equity on the acceptability of each of its component parts.

The Committee offered no estimate of the revenue expected to beraised by their Bill and
in the nature of things such an estimate must be largdy guess work, but Mr. Caing, who was
largdly responsble for framing the origind draft of the Bill, suggested that Sdaries Tax might
produce $1,000,000 and Corporation and Business Prafits Taxes together $3,000,000, while
the recei pts from the Property Tax are cdculable in the neighbourhood of $2,000,000. How it
isproposed to devote this revenue to the prosecution of the war will be explained in part when
the firg resolution anding in my nameis moved, and full detalls are given in the gpplication
for the necessary supplementary votes which will be submitted to Finance Committee this
afternoon.

The Government has accepted the recommendations of the War Revenue Committee
and the bill which | am asking to have read to-day for thefirdg timeis a Government measure.
It is however, just and proper thet | should Sate & this juncture thet in the Government's view
the taxation scheme framed in the bill will not be as equitable or as efficent ameans of raisng
revenue as would be an income-tax measure on the lines which you, Sir, and your advisers
had in contemplation afew months ago.

It may seem anomaous that an Adminidration, with a competent mgority on the
Legidature, should ddiberatdy promote one measure bdieving ancther to be its superior, but
the explanation isnot far to seek. Thishill'sprincpd purposeisto finance anot incongderable
free gift from public funds to His Mgesty's Government, and in such a case it would be
improper to force upon the would-be donors by the use of that mgority a taxation method to
which the unofficid members of this Council had objected strongly and unanimoudly.
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| trust that we will seefulfilled the hope expressed by the Committee thet, in view of the
purpose for which the proceads of these four taxes are to be used, there will be no atempt &
evadon; and | wish to assure the public that officers of the War Taxation Department will
regard it as thar duty to hdp and advise them in assessing ther individud shares of the
voluntary contribution which the Colony is making to His Mgesty's Government towards the
prosecution of thewar with Germany. (Applause).

THE COLONIAL SECRETARY seconded, and the Bill wasread afirg time.

THE FINANCIAL SECRETARY.—1 move the suspension of that part of the Standing
Orders of this Council which gands in the way of this Bill being reed a second time. The
object of thismation is to engble the Bill with the principles of which Honourable Members
are familiar, to be referred, subject to the goprova of Coundl, without further dday to the
Standing Law Committee, to consder its dauses and any condructive comments that may be
communicated to the Committee.

THE COLONIAL SECRETARY seconded, and thiswas agreed to.

THE FINANCIAL SECRETARY.—I beg to move the second reeding of a Bill intituled
"An Ordinanceto impose war taxes and to regulate the Collection thereof.”

THE COLONIAL SECRETARY ssconded.

HON. MR M. K. LO.—To meitisametter for gratification thet this Coundl should now
have before it a measure which has aready recaved the unanimous generd gpprovd of this
Coundil, and which will enablethe Colony to maketo England afitting war contribution to be
raised from the wed thier members of the community. In this congenid amaosphere of accord |
refrain from answering, and critidsing, certain observations which fdl from some of the
Officd speskers in this Councl on the oppodtion advanced in this Coundil againg the
Income Tax proposds. But | fed it is due to this Council thet | should st out my reasons for
opposing theorigind,, and accepting the present, proposas.

The Income Tax Committee, of which | had the honour of being amember, hdd itsfirg
meseting on November 3rd 1939, and at this meeting adraft Income Tax Bill, which had been
previoudy sent to the members, was placed before the Committee for its congderaion. This
Bill conssted of 87 dauses, many of which were so necessarily complicated as to be beyond
the comprehenson of the generd public, and which occupied some 49 pages of print. A dose
sudy of the Bill forcibly confirmed the view | had entertained that an Income Tax measure
was quite unsuitable to locd conditions, and that it would have unfortunate repercussons on
the Colony.

At this meting | asked for a ruling whether, under the terms of our reference, the
Committeewas entitled to express an opinion
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as to whether such a measure was, or was not, desrable, and whether dternatives to the
meesure could be conddered. The answer was in the negative. | thereupon pressed for a
communique to be issued to the Press, setting out the drictly limited terms of our reference.
This communique wasissued to the Press on November 7th 1939.

It wasin these drcumgancesthat | spokein this Chamber on November Sth. | poke not
inignorance, but with full knowledge, of Government's proposas. Apart from one point in my
gpeech, to which | propose later to refer, | do not wish to withdraw anything | then sad. My
views haveremained undtered.

Your Excdlency intimated in this Coundil on November 16th that you were prepared to
widen the terms of reference of the Income Tax Committes, and the widened terms were
officidly communicated to the Committee a its meeting held on thefallowing day.

Spesking for mysdf, | have dways gopreciated the point which Mr. Caine so doquently
mede in his gpeech in this Council on November Sth namdy, that no suggested dterndtives
could be acogptable which did not cdl for any gppredable sacrifice on his part, and thet this
remark wastrue of othersin the higher income groups.

Thetask of the Income Tax Committee under its widened terms of reference was, then,
as | conceved it, to endeavour to solve the difficult problem of placing upon the right
shoulders the burden and privilege of the War Taxation, by means which would obviae or
mitigate the grave objections raised to the Income Tax messure.

TheBill now beforethe Coundil is, Sir, theresult of the Committegs efforts.

| do not pretend to say that the present Bill has surmounted dl the adminidrative
objections advanced, but | do say thet, in my view, they have been very substantialy reduced,
and reduced in away which would have been impossible under an ordinary Income Tax Bill.
Nor do | pretend to say that dl the posshilities of ill effects on the Colony have been removed.
| can only hope that the rates of charge proposed by the Bill are low enough to reduce any
suchill effectsto the minimum. In thisregard | have one further observetion to make. | know
there are various places in which an Income Tax is successfully administered. The refutation,
by result, of the forebodings of the tax before its introduction in such places has been
repestedly used as an argument in favour of itsintroductionin Hong Kong. Thevdidity of this
argument depends entirdly upon the amilarity of Hong Kong with the other places. | maintain
that Hong Kongisnat amilar.

| would therefore urge that the importance of kegping the rates under this Bill low, so as
not to discourage the inflow of capitd to, or its maintenance in, Hong Kong, should be borne
inmind.
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It can be said, and it will no doubt be sad, that this Bill is but an Income Tax Bill in a
modified form. In asensethisis of coursetrue. Indeed, in asense, every tax, even an indirect
tax, is atax on income But | venture to think that this Bill differs fundamentaly from an
Income Tax asit isgenerdly understood.

Unde the generdly accepted theory of Income Tax the liddility of firms and
corporations depends, not on the question where the profits are made, but on thelocdlity of the
placefrom which ther operationsare controlled. Thisis not the case under thisBill. Moreover,
unlike an Income Tax Bill, this Bill is not concarned with the identity of the individuds
condlituting afirm, o many of whom, asregards firmsin the Colony, are non-resdent. Agan,
unlike an Income Tax Bill, it is not concerned with the question as to how long a person has
been resdent within the Colony in rdation to taxable liability, with the result that daborate
provisions have been omitted which would otherwise have been necessary, and which would
be difficult, if not impossble, to enforce in the absence of asystem of universd regidration of
persons or of passports for the whole of the populaion. In short, an Income Tax is
fundamentaly an individud tax, and must entall detailed enquiry into persond ffars.

This Bill is concerned with the four main dasses of income separady, and dedls with
them in away which would be impossible under an ordinary Income Tax meesure. As ther
operdion and effect are fully set out in the Report, and in the Bill, | need say very little But in
view of cetan criticdisms which have come to my atention | venture to make a few
obsarvaionson the Sdary Tax, and the Busness Profits Tax.

Asregardsthe Sdary Tax, its operdtion is obvioudy limited by the statutory condition of
lighility, namely, that of a sdary of $400 a month and upwards A sdaried man can dam a
persond alowance of $3,000; asum of $2,000 for awife, and asum of $1,000 for each child,
with the proviso that the amount of alowances for wife and children must not exceed $6,000.
A maried man with four children can therefore daim a $9,000 dlowance, and the tax in
excessof thissum isonly 4% on thefirgt $5,000 taxable.

As regards the Business Profits Tax, the tax is a@ 5% in excess of $10,000 and up to
$100,000, and a 10% in excess of $100,000. The tax is on the busness and not on the
individuas condtituting the firm, so that no exact individud dlowance can be given. The free
alowance of $10,000 and the lowered rates of charge are given by way of compensation for
the absence of individud dlowances. The overwhdming mgority of Chinese firms have
more than five, many have over ten, and some have over twenty, partners. It has been
suggested that the Sdary Tax isunfar in rdaionto thistax. Let me take an example. Suppose
afirm of ten partnersin equa shareswereto make aprafit of $100,000. At 5% on $90,000 the
tax comes to $4,500. Now if the profit were taxed under the Sdary Tax, and if each of the
patnerswere
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married with four children, each could dam dlowances up to $9,000, making a totd of
$90,000, s0 that the baance taxable would be only $10,000. Apart from the provison under
the Sdary Tax, that 4% is payable upon thefirst $5,000, it is obviousthat such partners would
bein amore advantageous pogtionif taxed under the Sdaries Tax.

It is true that the tax which will give rise to the greatest difficulty, and will involve the
maost persond inquiry, is the Business Prafits Tax. | have dways gppreciaed the objectionsto
this tax; its probable yidd would not, by itsdlf, appear to judify its impogtion. But, S, |
submit thet this tax should not be congdered in isolaion, but only in combination with the
other threetaxes. After dl, the Bill represents on the part of many members of the Committee
acompromise of individua views and opinions for the sake of aworthy cause, and it ismy
conddered view that the argument that on the ground of equity such atax must beimposed if
thereisa Corporation Profits Tax, isquite unansverable.

To illudrate the effect of the provisons of the Bill let me take an imaginary case of a
wedthy refugee, with capital invested in the Colony. If he has shares in companies he has
nothing whatever to do, as the tax will be deducted a source. If he has invested capitd in
factories or firms of which heisnot the actua managing partner or manager, hereagan hehas
nothing to do. He can come and go without any question of resdentid liability. If helends out
money on mortgages he has nothing to do, and has no tax to pay. His bank baances are
unaffected. If he owns a house he has to do no more than what he hasto do dreedy, namdly,
fill in areturn of the net vaue of the property, and pay 5% as additiond rates.

Honourable Members of this Council may be interested to know thet the provisons of
this Bill are based on adraft Bill dravn by Mr. Cainein collaboraion with the Chairman of
the Committee, my Honourable friend the Attorney Generd. | would like to quote the
following from astatement prepared by Mr. Caine on the "Principa Differences between the
War Revenue Bill and the Income Tax Bill'":

"1. GENERAL. An Income Tax seeksto tax every source of each individud's
income and to meke dlowances for his family responghilities and other individud
drcumgances. Although much may be cdllected a the source it is ultimady an
individua tax and may entall much enquiry into persond affars.

The new Bill proposes to take each of the main dasses of income separatdy and
tax them a rates adjusted only gpproximatdy to cgpadity to pay. At some sacrifice of the
refinements of an income tax it thus avoids many problems which aise in the
adminigration of those refinements and removes some of the features of income tax
which are objectionableto the public.

2. SCOPE OF TAX. Thetaxation impased by the new Bill will cover incomes
from rents of property in Hong Kong, sdaries
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of persons employed in Hong Kong and profits of al business carried onin Hong Kong.
Income which would have been lidbleto afull incometax but will not be affected by the
new Bill indudesinterest (other than dividends which will suffer indirectly by thetax on
company profits) and dl income derived from outsde the Colony but remitted into it.
Very much the greater part of the totd income will therefore be caught by the new Bill,
but the regtriction to specified dasses of income will smplify adminidraion (eg. the
problem of ‘remittance will not arise) while the exemption of interest should completdy
remove any danger of flight of liquid cepitd.”

On December 4th 1939, Mr. Cane, in view of his pending departure, wrote to each
member of the Committee a letter endosng a draft Report of the Committee as representing
what he hoped the Committee would be prepared to agreeto, rather than what had dready 0
far been agreed. In the course of his draft Report the following olbservation occurred—"The
begt dternative means of imposing taxation of goproximatey the same degree of severity and
having gpproximady the same incidence as the proposad Income Tax gopears to be a
combination of taxes assessed on property, on sdaries and and ogousincomes and on business
profits made in the Colony on bases and a rates cdculated to impose very broadly the same
degree of sacrifice on the severd dasses of persons afected. Such a combination of taxes
would condtitute a partid income tax, covering much the gregter part of the income which
would beliableto afull incometax but freed of many complications owing to itsbeing partia
in scope and only gpproximatdy adjusted to individua ability to pay. In particular much of the
enquiry into persond crcumstances which is goprehended from the adminidration of income
tax should beavoided.”

| have gated that, subject to one paint, | do not wish to modify in any way the remarks|
meadein this Council on November 9th, and that point concerns my remarks asto the capacity
of the Colony to pay. Your Excdlency, on November 16th, mede it quite dear tha
Government had not determined to raise a War Budget Revenue of any predetermined sum,
90 that whatever amount this Bill will in fact raise, that would condtitute the free gift to His
Mgesty's Government, while engaged in a life and deeth sruggle. | therefore agree that no
question of the Colony's capadity to pay arises, once the taxing measure has been agreed.

The Committee, inits Report, expressad the hope that "in view of the purpose for which
the four taxes will be used, there should be no attempt a evason.” By paying up to the full in
acocordance with the legd ligbility of each, and by assgting the adminidration in every way
posshle, s0 that the maximum amount collectable under the measure may be raised, the
Colony will judtify the Committeg's hope, and honourably carry out its obligation as a part of
the British Empire. (Applause).
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HON. DR. LI SHU-FAN.—From the perusal of the last Hong Kong Hansard, | percaive
that during my leave of aasence from the Colony, some of the most momentous debatesin the
annds of this Coundcil took place on the question of awar revenue tax. | am only sorry thet
owing to my unavoidable absence, | was unable to contribute my humble share in the
Coundl'sddiberation.

Now that the Report of the War Revenue Committee has been embodied into the present
proposd, | do nat wish to take up any moretime than to express my graitudeto my Unofficid
colleagues and to the members of the War Revenue Committee for ther |abour and fruitful
results. | heartily gpprove the principles on which this Bill isbased.

As Your Excdlency observed, none harboured any sdlfish mative and dl expressed the
willingness to share the responghility. The quedtion is, therefore, only one of equity and of
goplication, so that the tax may fdl on the shoulders of those who are in a postion to pay,
provided itsadoption will not deeterioudy affect the future prosperity of the Colony.

| need hardly point out that while we should be mindful of the Colony's future, we
should not overlook the fact thet a this very moment, the integrity and indeed the very
exigence of the British Commonwedthisa sake

On November 16th of lagt year, when Your Excdlency addressed the Council on the
subject of war contribution, Your Excdlency referred more than once to the fact thet Great
Britain was baing engaged in alife and degth sruggle. Since then, the truth of that Satement
has been repeatedly tedified, by news reports of the enemy’s ruthless tactics and gigantic
preparaions for the eventud degth druggle. | fear that many people in this outpog of the
British Empire, because of their remoteness from the scene of conflict, do not appreciate the
full sgnificance and seriousness of this war. As we are aware, Gamany has repeatedy
avowed, according to Press reports, that her one am is the totd destruction of the British
Empire of which this Colony isacomponent part.

| fed very srongly that, aslong as one nation damsto be superior to dl others and thet
that nation only hastheright to live, then avilisation is endangered and there can be no peace
intheworld.

It is my fervent hope that dl sections of this Colony will unite in a firm resolution of
purpose and of unswerving loyaty to our Cause—the successful prosecution of thiswar.

Sir, | endorse the sentiments so ably conveyed, on bendf of the Chinese Community, by
my Senior Chinese Colleague, the Hon. Mr. M. K. Lo, in support of the motion. (Applause).

The Bill wasthen reed asecond time.
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THE FINANCIAL SECRETARY.— beg to move tha this Bill be refared to the

Standing Law Committee for consderation before condderation by a Committee of thewhole
Counail.

THE COLONIAL SECRETARY seconded, and thiswas agreed to.

Objectsand Reasons

The"Objectsand Reasons' for the Bill were sated asfollows—

1 InChapterlll, 1, of their Report (Sessond Paper No. 1 of 1940) the War Revenue
Committee recommended that the Government should proceed with measures on the lines of
aWar Revenue Bill induded asan Appendix to the Report.

2. A Rexlution of the Legidaive Coundl endorsng that recommendaion was
passed a the Council's meeting of the 7th March, 1940.

3. Since the Report was published certain suggedtions of dight verbd dterations,
chiefly of adarifying nature, have been consdered. In S0 far as these suggestions have been
gpproved they have been embodied in the Bill now presented. They are sat out in the Table of
Vaiaion attached.

MOTIONS

THE FINANCIAL SECRETARY.— rise to move that this Councl gpproves the
expenditure within the current and next financid years of $5,000,000 on the congruction in
Hong Kong of vessds to be presented to the Admirdty and War Department as part of the
Colony’s contribution to His Mgesty's Government towards the prasecution of the war with
Germany.

As dready explained in connection with the War Revenue Ordinance the various taxes
thereunder are expected to bring in gpproximately $6,000,000 per annum; $2,000,000 from
Property Tax; $1,000,000 from Sdaries Tax and $3,000,000 from Corporation and Busness
Profits Taxes The edimated revenue over a twenty-four months period is, therefore,
$12,000,000.

Coming to expenditure proposds, it may be more convenient if they are looked a over
the longer period of twenty-four months, as the ship-building programme which Government
hasin mind could not be completed within twelve.

The three heads under which this specid expenditure will fal are firg, the cost of the
temporary War Revenue Department, secondly, the aonorma recurrent expenditure imposed
on the Colony by war conditionsand, thirdly, the cogt of ship building for war purposes
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Thefallowing schedule contains the estimated expenditure under the two former heads over a
twenty-four months period.

Heed Annud Raixpefﬂlt%a) year Basis \
$ $

1. WARREVENUEDEPARTMENT .............. 400,000 800,000
2. EXCESSWAR EXPENDITURE

(i) Volunteer FOICES......vumrereemeereseneneeens 969,600 1,939,200

(i) Censorship Depatment............oeveeeeenne. 347,200 694,400

(iii)  Internment of Enemy Aliens.................. 100,600 219,200

(iv) Depatment of Information...........cc....... 35,200 70,400

(v) Shipping Control Board...........cceeeeeeneee. 9,600 19,200

(Vi) FoOd COMtrol .....coomreeeererreresssssssesssannns 76,000 152,000

(Vi) MiIiSCAIENEOUS.......cereeeeeeeeeeereeeeseeens 24,000 48,000

1,971,20C 3,94240C

Given a revenue of $12,000,000 there would remain a baance availeble for the
congtruction of shipsto be presented to HisMgesty's Government of $8,057,600.

At the moment, however, Government's intentions in thet direction do not exceed
$5,000,000, thus leaving an ample margin for faulty estimation, short callection or, it may be,
further giftsin cash or kind. Those intentions are to build two minesweegpers and four harbour
defence raft for the Royd Navy and two ferry tendersfor the Army. It will be gppreciated thet
it isimpossble a this stage to give further detalls asto individud cost: tenders will be cdled
for assoon aspossble

Application will be made in Finance Committee after this meeting for a supplementary
vote to cover the esimated expenditure which | have just described. The figures in the
schedule which will be put before the Committee will not correspond exactly with those
which | have given, however, asfor the mogt part they will be on afifteen monthsbass, which
for thesske of greater intdligibility | have avoided in this Satement. (Applause).

THE COLONIAL SECRETARY seconded.

HON. SR HENRY POLLOCK.—The Unofficid Members of this Council support this
motion.
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The resolution was adopted.

THE FINANCIAL SECRETARY.—I riseto movethat this Coundil approvesthe gift to

His Mgegty's Government of £100,000 as amonetary contribution from the Colony of Hong
Kong towardsthe prosecution of thewar with Germany.

The generd revenue baance of the Colony on 31t December, 1939, was goproximately
$16,865,000. As Honourable Members are aware, expenditure on loan works authorized
under the 3/2% Dallar Loan, 1934, to the extent of $11,140,000 has been temporarily charged
to Surplus Baances pending the second issue of bonds, while further advances on additiond
loan works have been smilaly made agang a proposed future loan. Dealls of this
expenditure are given in Appendix V1 (b) and (c) of the printed estimates. But revenue figures
continue to be satisfactory and recaipts o far this year have genardly been in excess of the
edimates. Apart from the revenue from the taxes proposed under the War Revenue Ordinance
the Colony is in a finandd pogtion to make an immediae cash gift to His Mgesty's
Government.

Thisitemisinduded in the application for a Supplementary Vote which isto be madein
Fnance Committee after this medting. The figure there given is $1,627,119 which is the
equivadent of £100,000 at 1/2%4to the dallar, the rate of exchange taken in connection with the
edimatesfor 1940-41.

THE COLONIAL SECRETARY ssconded.

THE HON. SR HENRY POLLOCK.—The Unofficid Members of this Counall
unanimoudy support thismation.

HON. MR M. K. LO.—Your Excdlency,—The contribution to the British Government
which isto be rased under the War Revenue Legidation rdates to a period from 1 April,
1940, and the War has dready gone on for over Sx months.

Although the appdling loss of life, which was such aghedlly characteritic of the Great
War, has happily not yet taken place, England, throughouit this period, has been experiencing
the intolerable drain and anxiety of preparedness and suspense Her Navy and Merchant
Marine Army and Air Force, have been carrying out ther dlotted tasksin face of dl dangers,
and with inevitable casudties, and the whole Nation has been mobilised to fight the grestest
military bully the world has ever seen.

In contradt to the prevailing conditions in England Hong Kong has indeed much to be
thankful for. Thanks to the British Navy and the might of the British Empire, Hong Kong is
enjoying ameasure of peace and freedom which isathing of the past in SO many parts of the
world to-day.
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Oneof theradd traitsof the Chineeistheir abiding sense of gratitude. | fed certain that,
gratefully appreciating the Colony as a haven of refuge in which they can live in security and
peece, dl Chinese in the Colony warmly approve of the cash contribution to the Imperid
Exchequer.

In his gpeech & Leeds on January 20th, 1940, Lord Hdifax reminded his audience of
thework of the FHghting Forces, and of the Mercantile Marine. "Weknow" he sad, "the Roya
Navy and indomitable Merchant Maine are under the never-ending rain of sea-danger; the
soldier on night petral or raiding parties; or the armen, facing dl the forces of nature over sea
and land to fight their way over enemy territory on spedid missons.” Lord Hdifax then went
on: "When we gppreciate dl this, how littleit is that isin our power to do & home” And he
concdluded: "Therefore, let usgive, and givefredy, and let usal remember thet our greet cause
canonly endinvictory if dl are prepared to soend themsdvesinitsbehdf.”

| venture to think that the above words, which should be atimey reminder to dl British
ubjectsof ther duties, are & once amessage and an goped to thewhole of the British Empire,
of which this Colony is a part. They should make dl resdents in Hong Kong fed tha the
Colony should make this cash contribution, not grudgingly, but fredy and enthusiagticadly, and
in agpirit of thankfulness thet, in spite of the War, the Colony should be able to make such a
gift out of its surplus, and without diminishing such surplus to a point endangering the
Colony'sfinancid gbility.

Sr, itisin this spirit thet, on behdf of my Chinese colleagues on this Coundil, and on
behdf of the Chinese Community we have the honour to represent on this Coundil, | record
my concurrence with theterms of the Resolution now before this Coundil. (Applause).

The resolution was gpproved.

H.E. THE GOVERNOR.—Honourable Members—The fact that Government has
been able to-day to put before this Coundil the definite proposds which were the subjects of
the two resolutions just adopted by the Coundl disdosesthet there has been congderable prior
discussion of the formswhich this Colony's contribution to His Mgesty's Government should
takein theevent of itsheng mede.

Tha was necessary, 0 far asthe Secretary of State for the Colonies was concerned, on
account of colonid regulations and, in repect to the Fghting Services, in order to put those
wishesinto effect without loss of time. | wish, however, to make it deer that those discussons
have been entirdy on a contingent basis and that the Colony has not been pledged or
committed to any expenditurein anticipation of the Legidaures goprovd.
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It follows, of course, thet the Secretary of State is dready aware of this afternoon’s
transactions in this Council and he has warmly gpproved them in advance. | have do been
given by him to understand thet these gifts will be recaived with very grateful appreciation by
His Mgesty's Government, by whom they are regarded as a most generous and practicd
contribution to the common effort that is being made throughout the British Empire towards
victory and peece. (Applause).

INCITEMENT TO DISAFFECTION AMENDMENT
BILL, 1940.

THE ATTORNEY GENERAL moved the second reeding of a Bill intituled "An
Ordinance to amend the Incitement to Disaffection Ordinance, 1939."

THE COLONIAL SECRETARY saconded, and the Bill was read asecond time.
MERCHANT SHIPPING AMENDMENT BILL, 1940.

THE ATTORNEY GENERAL moved the sscond reading of a Bill intituled "An
Ordinanceto amend the Merchant Shipping Ordinance, 1899."

THE COLONIAL SECRETARY seconded, and the Bill wasread asecond time
SHOPS(HOURSOF CLOSING) BILL, 1940.

THE ATTORNEY GENERAL moved the ssecond reading of a Bill intituled "An
Ordinanceto regulae the dosing hours of retall shops.”

THE COLONIAL SECRETARY saconded, and the Bill was read asecond time.

HONG KONG CORPSOF AIR RAID WARDENS
BILL, 1940.

THE ATTORNEY GENERAL moved the ssecond reeding of a Bill intituled "An
Ordinance to provide for the establishment and regulation of the Hong Kong Corps of Air
Rad Wardens™

THE COLONIAL SECRETARY seconded, and the Bill wasread asecond time,

ADMINISTRATION OF ESTATESBY CONSULAR OFFICERS
BILL, 1940.

THE ATTORNEY GENERAL moved the sscond reading of a Bill intituled "An
Ordinanceto make provison for the Adminigration of Estates by Consular Officers”
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THE COLONIAL SECRETARY seconded, and the Bill was read asecond time.
TRADE MARKS(EMERGENCY) BILL, 1940.

THE ATTORNEY GENERAL moved the second reeding of a Bill intituled "An
Ordinance to make such spedid provison with respect to trade marks as is expedient to meet
any emergency which may arise asaresult of war."

THE COLONIAL SECRETARY seconded, and the Bill wasread asecond time.

On the mation of the Attorney Generd, seconded by the Colonid Secretary, Coundll
then went into Committee to condder thefollowing Billsdause by dauss—

INCITEMENT TO DISAH-ECTION AMENDMENT BILL, 1940.
MERCHANT SHIPPING AMENDMENT BILL, 1940.
SHOPS (HOURS OF CLOSING) BILL, 1940.

HONG KONG CORPSOF AIR RAID WARDENSBILL, 1940.

ADMINISTRATION OF ESTATESBY CONSULAR
OFFICERSBILL, 1940.

TRADE MARKS (EMERGENCY) BILL, 1940.

THE ATTORNEY GENERAL.—In Clause 3 of the Hong Kong Corps of Air Rad
Wardens Bill, sub-paragraph g, | move tha the words "when cdled out for active sarvice' be
added. This dause enables the Governor in Council to make regulaions in connection with
certan matters, and as the Ordinance does, in Clause 20, page 5, provide for resgnationsin
ordinary circumstances, it is desired to make provison for resignations during the period when
Wardensare cdled out for activesarvice

THE COLONIAL SECRETARY seconded, and thiswas agreed to.

THE ATTORNEY GENERAL.—I beg to movethat in Clause 20, a the beginning, the
words"Except when called out for active sarvice' beinsarted.

THE COLONIAL SECRETARY seconded, and thiswas agreed to.
THE ATTORNEY GENERAL.—In Clause 24 | move tha after the word "part” in the

third linethewords " Deputy Director of Air Raid Precautions' be added. The Deputy Director
ismentioned in the margind note but not in the text.
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THE COLONIAL SECRETARY seconded, and thiswas agreed to.
Upon Coundil resuming,

THE ATTORNEY GENERAL reported that the Incitement to Disaffection Amendment
Bill had passed through Committee without amendment, and moved thethird reeding.

THE COLONIAL SECRETARY seconded, and the Bill was read a third time and
passed.

THE ATTORNEY GENERAL reported that the Merchant Shipping Amendment Bill
had passed through Committee without amendment, and moved the third reading.

THE COLONIAL SECRETARY seconded, and the Bill was read a third time and
passed.

THE ATTORNEY GENERAL reported that the Shops (Hours of Closng) Bill had
passed through Committee without amendment, and moved the third reading.

THE COLONIAL SECRETARY seconded, and the Bill was read a third time and
passed.

THE ATTORNEY GENERAL reported tha the Hong Kong Corps of Air Rad
Wardens Bill had passed through Committee with three immeaterid amendments, and moved
thethird reading.

THE COLONIAL SECRETARY seconded, and the Bill was read a third time and
passed.

THE ATTORNEY GENERAL reported that the Adminidtration of Estates by Consular
Officers Bill had passed through Committee without amendment, and moved the third
reading.

THE COLONIAL SECRETARY seconded, and the Bill was read a third time and
passed.

THE ATTORNEY GENERAL reported that the Trade Maks (Emergency) Bill had
passed through Committee without amendment, and moved the third reading.

THE COLONIAL SECRETARY seconded, and the Bill was read a third time and
passed.

ADJOURNMENT.

H.E. THE GOVERNOR—Council dandsadjourned snedie.
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FINANCE COMMITTEE.

Following the Coundil, a meeting of the Finance Committee was held, the Colonid
Secretary presding.

Votestotdling $18,850 under Edimates 1939, and $6,763,297 under Estimates 1940-41,
including $6,491,119 for War Expenditure, were cons dered.

Item 28—Miscdlaneous Savices—Award to the inventors of the "Lambet-Garland
Mooring Buoy" $11,000.

HON. MR. SHIELDS—Is there any desgn of this buoy avaldble? What is the
principleof it?

THE CHAIRMAN.—I'm afrad | cant tel you offhend. Thereis agpedd procedure in

the Colonies where members of Government Sarvices are rewarded for inventions. | bdieve
particulars of this buoy were circulated on aprevious occason.

HON. MR. SHIELDS— wasaway a thetime.

Item 30.—Public Works Extraordinary.—Buildings. 5, Centrd Government Store
$34,247.

HoN. SRHENRY POLLOCK .—lIsthisstore completed?
THE DIRECTOR OF PUBLIC WORKS—Yes

All thevoteswere approved.




