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

THE COLONIAL SECRETARY, by command of H.E. The Governor, laid upon the
tablethefollowing pgpers—

Essentid Commodities Resarves Regulations made by the Governor in Coundl under
section 16 of the Essentid Commodities Reserves Ordinance, 1939, Ordinance No.
38 of 1939, dated 10th November, 1939.

Amendments made by the Governor in Coundil under section 3 of the Vehides and
Traffic Regulation Ordinance, 1912, Ordinance No. 40 of 1912, to the regulations,
dated 7th November, 1939.

Order made by the Controller of Food under the Defence Regulaions, 1939, with the
congent of the Governor, amending the sandard prices of certain aticles of food,
dated 10th November, 1939.

Adminidration Reports, 1938.—
Pat I1l.—Public Hedth—
Report of the Director of Medicd Services.

CONTINUATION OF DEBATE ON ESTIMATESAND
INCOME TAX.

H.E. THE GOVERNOR.—When | adjourned Council aweek ago, the Hon. Mr. Shidlds,
who had been gpeeking, made areguest to the effect that he be alowed to continue his speech
to-day. | believe the ganding orders cover that request and | therefore call upon Mr. Shiddsto
continue his speech.

HON. MR A. L. SHIELDS—Your Excdlency,—l am glad to have the opportunity,
owing to the adjournment of the debate on the War Budget, of consdering the speech mede
by the Hon. Fnancid Secrelary in support of the Income Tax messure proposed by
Government in which he dedt with the sorm of disgpprovd from dl sections of the
community asvoiced by the Unofficia members of Coundil who preceeded him.

TheFnandd Secretary ably handled the case for Government but dismissed in cavdier
fashion the dternaivesfor providing a contribution to the Imperid Exchequer which had been
put forward by representatives of many interests. The goodwill and co-operation of the people
in amétter of this kind are important if not essentid to the successful carrying out of Your
Excdlency'slaudable desire that Hong Kong should doits bit towards financing the War.
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| meke this assertion, Sir, as | imagine it prompted your Satement that Government did
not intend to use the Officid mgority to put through a measure which the people bdieved to
be detrimentd to the wdfare of the Colony in order to provide a gift from these people to the
Home Government.

| have not been abdle to get an officd copy of your remarks Sir, but | believe | have
correctly interpreted themin my own words.

As you are awvare Sir, the Generd Committee of the Chamber of Commerce hdd a
meeting and after discussion and cong deration they decided unanimoudy againg Income Tax.

They recommended cther dternatives which had dso been carefully consdered, and
gave ther opinion that the proposd to raise three million dollars for locd defence and seven
million dollars as a grant for War purposes was too high, as it would be detrimenta to the
wefare of the Colony if such alarge sum wastaken out of the Colony, giving no return.

The Chinese Chamber of Commerce hold smilar views which have been expressed by
my Unofficid colleagues and inquiries made from merchants, Bankers and people in many
waksof lifemakeit deer that public opinionisamost entirdy againgt Income Tax.

Indications are not lacking that the Unoffidd members of this Coundl are solidly
agandg Income Tax but | believethey will be as solidly in favour of raisng aWar contribution
by other means

The Committee of the Chamber of Commerce proposed other taxes to produce about
$6,200,000 to cover locd defence and a contribution to the Home Government. These taxes
may not be free from criticdsm but they deserve careful examination as they have the grest
advantage of codting practicaly nothing to collect. Government may suggest other dternatives
which will satisfy the community and for these reasons, Sir, | would urge thet the terms of
reference of the Taxation Committee now gtting be broadened to indude the examination of
dternaives.

The very able gpeech of the Hon. Financid Secretary impressed me as one of no
compromise. Nothing but Income Tax will do, al arguments againg it are torn to shreds, the
busness community, Bankers, investors, manufacturers, etc. should swalow the disasteful
draught and believe it to belessharmful than any other nostrum which they might prefer totry.

We British are credited with being experts in compromise and the middle course but
there is no confirmation of this in the Hon. Fnancid Secrdlary's speech. He s&t out to
confound the oppogtion to his pet tax and may have done o entirdy to his own satisfaction
but the peoplewho must pay thefiddler gpparently ill didikethetune.
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In comparing taxation in Hongkong with other places one has only to examine the high
cog of living here to find thet one of the contributory factors is the high price of land.
Government is the ground landlord and the high price it obtains for land has to be pad for
ultimately by the tenants. Land sdes have been an important item of Revenue. Rents which
are based on areturn on the investment in land and buildings are dso the bass of assessment.
It was said that when land in the business centre was $60 and over per square foot it was
dearer than land in Lombard Street in the City of London. | admit the vaue of the dollar was
higher than & presat.

Rents of private dwellings are higher then in England which is partly due to the cost of
preparing Stes, the charges for sewerage and water connections, permits for access over
Crown Land, etc.

A man & Home paying £40 per annum for a house in the suburbs with taxes & three
timesthe ratein Hong Kong (say 50%), thet is £60, pays the equivaent of $960 per annum or
$80 per month. What can he get in Hong Kong for that rent indlusive of the present 17% rate?

Thelong lig of Government charges for permits, samps fees, etc., must be consdered.
Many things from permisson to work a Seamer on Sunday to permission to park a car in
Dudddl Street have to be obtained by permit a a price Great ingenuity on the pat of
successve Colonid Treasurers has been digolayed in finding these methods of increasing
Revenue. Officid sgnatures, for ingance, are esimated to produce $40,000 in the 1940-41
budget. A charter party sgned in Hong Kong is taxed a 15 cents per $100 of the charter
money which for a big ship anounts to a large sum. In London charter parties require a 6d.
gamp for each Sgned copy.

Sdaies here are admittedly higher than & Home—they have to be—but house rent is
not deductable from income for tax purposes. It would probably be surprisng to find how
many families with children to educate and provison to make for retirement must economize
in every way to get dong. The impogtion of an Income Tax would meen in many cases an
adjugment of sdariesfdling on the employer, who would dso pay tax on his business profits
and dill haveto compete with merchantsin other portsfor thetrade of China

Oneobjection, | believe, to the dterndive taxes proposed by the Chamber of Commerce
and the Chinese Community is that they do not get & unlimited partnerships and sdaried
employees induding Government Sarvants, but if this cannot be accomplished | beieve a
request for voluntary contributions would meet with an immediate response from many who
would contribute according to their means. | firmly bdieve there is no unwillingness to pay
towardsthe cogt of the War.
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An important objection to Income Tax is that Home Government will have to refund
such alarge proportion of the tota collection that the net contribution to the United Kingdom
may be greatly reduced, and to get that everyone will suffer abig disturbance in paying and
redaming and the net result may not beworthit.

The Hon. Mr. Caine dedls with the vexed question of evasion of Income Tax by sating
that taxes on tobacco and liquor, and samp duties and charges for wirdess licences are not
100 per ceant. effective but nobody suggeststhey should be abolished on thet account.

If Income Tax should prove to be 50% ineffective would he propose to discontinue it
after an expendve department had been set up to collect it?

So many objections have been made to Income Tax thet | need not say more than that
the Hon. Finandid Secretary seemsto be ploughing avery londy furrow. A perusd of dl that
has been sad in this debate leaves one with the same impresson as the proud Mother whose
s0n had joined the Army. Sheturned out to see his Regiment on the march and was surprised
to find that they weredl out of sep with her Peter. (Applause).

THE FINANCIAL SECRETARY.— rise nat to make ancther speech but to ask Your

Excdlency's permisson to make a persond explanation with regard to the speech | made a
the last medting of the Counail.

There was a sentence in that gpeech which could concavably have been interpreted as
imputing improper motives to members of this Coundl. | said that if suggestions were made
that Income Tax should not be introduced in this Colony because it would not be quite 100 per
cent effective, | could not but suspect thet they covered some other matives. It was not in my
mind that any Member of this Coundil had opposed Income Tax principaly on that ground. In
fact, | had wholly in mind when saying those particular words, criticdiams to thet effect in the
Press. | had daed a the beginning of my speech thet | proposed to ded with Members
comments as wel as remarks made by the Press, and | wish to make it dear thet it was very
far from my thoughtsto suggest that any Member of this Coundil had any other mative but the
best interests of this Colony. (Applause).

HON. SR HENRY POLLOCK .—On bendf of the Unoffica Members of this Council,
| should liketo thank the Hon. Finandd Secretary for the datement he hasjust made.

HON. MR. T. E. PEARCE.—Before deding with the proposd to introduce a Specid
War Budgdt, | have some generd observationsto make on the Ordinary Budget for 1940-41.
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| gppreciate thefact these estimates were drawn up and completed before the outbresk of
the present war, and | dso gppreciaethe fact the Secretary of State has recommended that we
should continue with our socid sarvices, but | do not interpret in these recommendations that
we are to provide for expenditure on a lavish scale to the tune of millions, for new and
expengve schemes during the present aonormd Sate of affairs.

In the Finandd Secretary’'s memorandum on the financid pogtion and esimates, we
reed the following—

"In view of the uncertain outlook it has been decided to "sugpend completely dl
work on the Government House, and no "fundsfor it are to be provided in 1940-41".

| am no pessmig asfar asthe future of this Colony is concerned, but | do fed thissame
policy should have been adopted throughout this Budget, for | mantain and do sncerdy
uggest tha the presant is a time for caution and curtallment, and that not only the new
Government House but other works, important though they may be, should have been hdd in
abeyance until the amogphere dears, and amore normd date of affarspreval.

Itisdear Government has not dtogether lost Sght of the fact the recent prosperity of the
Colony has been due to a number of fortuitous crcumstances, due to the Sino-Jgpanese
conflict, for in numerous items of increased Revenue, the explanaions repestedly given are,
"Increased populaion”, "Risein Rentas and less vacant tenements’, and such like. Apart from
these indications, there is no gainsaying that much of this Colony’s prosperity during the last
24 months has been due to the fact it has been alarger dearing house for Chinds trade than
ever before, because of difficulties in other Portsin China | therefore hold a strong view, not
fully shared by my colleagues, that this Budget, coming a atimewhen the Stuationis obscure,
should have been framed to show alarge surplus, which if redized, could have been hddina
gpecid resarve, and utilized & some more suitable time for the various projects referred to by
the Senior Unofficda Member. It would, | am convinced, have been more busnedike to have
postiponed these projects and given them condderation when prices of iron, sed and other
imported requirementsfor building had returned to pre-war and reasonablelevels

Thergpid growth of the Medica Department with its formidable number of highly paid
daff, and consequent increasing pansons list cals for some comment. | am apprecidive of the
work being done and not unmindful of the lack of Hogpitd fadlities as shown in the
comprehensive report recently published. | hope | shdl not be described as heartless if | here
express doubts asto whether the Colony can afford to pay this enormous Doctorshill.



HONG KONG LEGISLATIVE COUNCIL. 205

The question of providing bigger hospitd accommodation will no doubt be tackled in
due course. | hope when tha time comes every care will be taken to see there is no
extravagance or unnecessary expenditureincurred.

In the meantime, | hope the Director will, when developing the numerous schemes he
now hasin hand, kegp awatchful eye on expenditure.

As | have frequently referred to expenditure on Air Raid Precautions & meetings of the
FHnance Committee, | mugt here again express my scepticiam as to whether the Colony is
getting full valuefor itsmoney. | cannot bdieve it was ever anticipated that such abig amount
was to be expended, and | hope the expenditure on capita account for this new department
will soon be completed.

| regret that | must level acomplaint againg the Sanitary Department, on the question of
the deanliness of our dredts. | beieve there is some difference of opinion in regard to this
matter, and dso some difficulty in regard to the water supply required. | hope that a
satisfactory solution of these differences will be arrived &, for | fed strongly, as do many
others, that money will bewd| spent if our roads and Sreetsare kept in dean condition.

| mugt dso comment on the Squetter Settlements in various overcrowded didricts,
paticulaly the way matshed buildings are dlowed indiscriminatdy on the hillsdes. |
goprecide there are numerous difficulties in the way, but | maintain these settlements are no
credit to whoever isresponsblefor their supervison.

As one who has from timeto time voiced criticism, | should be wanting in my duty if |
did not make some reference to Pengons, for thisis a subject that is congantly discussed in
busnessdrdeswith ever increasng darm and gpprehension.

The Colony isfully judtified in its demands that this question be tackled forthwith, and a
scheme evolved whereby it will definitdy know itstotal committments from yeer to year, and
not have to rey upon an esimate in the Annua Budget. | cannot believe there is any better
savice the Fnandd Secretary can render this Colony than for him to solve this Supendous
problem satisfactorily.

Although | am not dtogether satified, the pensions aready being enjoyed cannot be put
on aproper actuarid bags thefigure could, | beieve, be catered for by theinditution of some
sound Provident Scheme,

| venture to suggest, Sir, this question of Pensons is dready getting out of hand, and
unless dedt with firmly, efficently and immediatdy, will be too heavy aload for this Colony
to bear.
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| hope it will not be long before Government can make some announcement that an
expert isdeding with thewhole question.

Coming now, Sir, to the question of the Specid War Budget, and the proposa to
introduce Income Tax to provide funds to meet that Budget, | gladly avall mysdf of the
Honourablethe Finandid Secretary'sinvitation made in the opening sentences of his speech to
make some rgoinder to his arguments and contentions. | am dso grateful to you, Sir, for
agreaing to a postponement of this adjourned Councl Meseting until to-day. This courtesy is
very much gopreciated.

The Honourable the Finanda Secretary, naturdly with bias in favour of the Tax, has
ably dedt with its numerous agpects and has assdled the arguments made by Unofficd
Memberswith spirit, but his arguments are not convinang. After daose scrutiny of his speech,
| can s2e no reason to dter my views | am ill of opinion thet the introduction of this
particular form of taxation cannot be anything but a hindrance and deterrent to the business of
this Colony. | hold it is of paramount importance that the chegp and easy fadilities offered by
this Port mugt be maintained, and that its finendd dructure to ded with this trade is not
hampered.

| am in agreement with the Honourable Financid Secretary when he dedines to acoept
the dlegation that the Colony has been suffering during the lagt two years from trade
depresson in consequence of the Sino-Jgpanese hodtilities The view of my Unofficid
colleagues and the commercid community generdly is tha the Colony has undoubtedly
enjoyed awave of progperity. But a the sametimethereisno doubt that those conditions have
been abnormd and mugt be entirdly ignored when measuring the Colony's taxable capacity.

I mugt teke issue with the Honourable Finandd Secretary's arguments regarding the
expenditure which will be incurred and the difficulties which will be met in the collection of
the Tax. | suggest, with dl due deference, that to inaugurate abig and important department by
"drawing the gtaff required from other branches of the Government Sarvice, whose activities
will haveto be reduced to some extent”, is a propostion which is untenable. Theintricacies of
Income Tax collection in Greet Britain remainsto thisday a problem difficult of solution. The
Fnancid Secretary will be aware tha there are many experts finding an honest liveihood
advisng dients, who have no thoughts whatsoever of the evason of Income Tax. | am not
impressed with the argument that expert assstance will not be required. 1 mantain the
gtuation out herein regard to this matter must be complicated, much more complicated than a
Home, where despite many years during which the tax has been in operation, legd problems
areacondant source of litigetion.

One further word in regard to the matter of collection of the tax, and that is the question
of Chinese accounts and accountancy. The Honourable the Senior Chinese Membr, in his

gpeech, dedt with
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this mater, pointing out difficulties that would cartainly arise. | must frankly confessthet | am
disgppointed a the manner in which the Fnancd Secretary lightly passes over thee
comments. In support of my honourable friend Mr. Chau's views | would say that in
conversation with leading British Accountants; | discover numerous difficulties, too numerous
to catdogue here. | would have been more impressed if the Finendd Secretary had been adle
to give us an asaurance that that locd firms of accountants had been consulted. | remain
unmoved in my view that it will beacostly matter both to Government and to the Community,
adding burdensome overheeds

Indismissngin afew words the referenceto theimpaosition of Income Tax in Singgpore
the Financid Secretary says, "I haveit on very good authority thet the enforcement of Income
Tax was never serioudy pursued.”

| am disgppointed the Fnandd Secretary has not given us the reasons why the
adminigration in Singgpore never redly pursued thetax and why very soon fter itsinception,

dropped, it.

| am given to understand that of the tax actudly collected gpproximatdy 76% was borne
by the European community.

It was cartainly aWar Time measure, but in spite of that fact, important objections must
have exiged, information as to which must be available. It is ggnificant the impostion of
Income Tax was soon dropped in the Straits Settlements.

The Fnancid Secretary has pointed out that cgpitd invested in plant and equipment
cannot be removed from the Colony and goes on to remark thet it isametter of indifferenceto
the Government whether atax on the income from it is paid by the exising owner or anyone
ese to whom he has 0ld his shares. But surdly the Financid Secretary has overlooked the
deflationary effects of a generd movement to sdl out Hong Kong investments. The plant and
equipment to which the Finandd Secretary refers have been purchased from funds provided
by the investor. Many of theseinvestors arein apostion to transfer their money from one part
of the world to another and their money happens to have been invested here because of the
atractions offered by Hong Kong in the way of security and a reasonable and untaxed return
on capitd.

The impaogtion of an income tax will, in the opinion of the busness community, raise
doubts in the mind of such an investor, who without giving full consderation to what the
FHnandd Secretary cdls the beauty of income tax, may dedide to dispose of his share of the
plant and eguipment referred to. If he does so he may haveto take less than he expected and in
turn hisforced sdling and the forced sales of others will mean recesson throughout the share
list. There will then follow a heavy reduction in the value of collaterd securities and bankers
will gartto cdl intheir loans. The Colony
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will then find itsdf again in the financid chaos which prevalled during the autumn of 1925,
when private investors were faced with huge losses and the Government had to come forward
with assstancein the shepe of a Trade Loan.

The FAnandd Secretary quates the Taxaion Committee as being unanimous that an
income tax was in principle the best method of raising further funds. | am not satidfied thisis
quite afar saement. As| am given to understand that Committee were againg Income Tax,
but agreed it could be brought in in case of necessity of the Colony itsdf. | do not believe they
visudisad it would be suggested as ameans of taking money out of the people to be remitted
out of the Colony.

It gppears that the Honourable Finandid Secretary does entertain somefearsthat Capital
may be removed, for he makes two suggestions that should be adopted to prevent such
movement.

Thefirg one is tha "No Income Tax should be charge on interest on deposits hdd by
non-resdents’.

Is not this an admisson there is some danger of such depodts being removed, and if
thereisfear of non-resdents doing o, why should it not cause residentsto do likewise?

Later in his speech the Finanda Secretary proposes some pecid concession is to be
madeto newly established factories. It seemsto methisis dso an admisson of somefear new
cgpitd may be prevented from coming here.

To my mind Income Tax is unsuited to the peculiar conditions of Hong Kong which has
built up its importance as a trading and finenda centre on the prindple of freedom from
Government redrictions upon the individud treder and his finencd operaions The
confidence thus created is essentid to the progperity of the Colony. Thereisred danger that a
method of taxation ill-adgpted to the gpecid postion of Hong Kong will desroy thet
confidence and serioudy damage addicatefinanca sructure.

| would repegt again, Sir, it isof vita and paramount importance thet the fadilities of this
Port be kept asfree and chegp aspossble.

Theintroduction of any measures that may endanger these fadilities or become ameans
of regtricting the movement of its Chinese traders will have the mogt disastrous effects. Trade
driven from this Colony to competitors, who are only too anxiousto obtain ashare of our trade,
will be extremdy difficult to recover.

| am satidfied that suitable dternatives can be found for the object we dl have in mind,
and | assodae mysdf with the Honourable Member who represents the Chamber of
Commercein hissuggedtion,
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that the Expert Committee now examining the Bill be given wider terms of reference.

There seams to be droad in some drdes a feding tha the British Community is
unwilling to shoulder its proper respongbilities. | desre to assodiate mysdf with the remarks
mede by the Hon. Mr. S. H. Dodwell in this regard. There is no rductance, asfar as | am
aware, to take our share in the war-time responghility of the Empire, but | do most strongly
fed that thefinandd and commerad interests of the Colony and thereforeits future prosperity
will be adversdly affected by the introduction of alevy in the form of the proposed Income
Tax. (Applause).

HON. MR. LI TSE-FONG.—Your Excdlency—As| am acomparaivey new member
of thisCoundil | haveafew obsarvaionsto make.

| agree with the Government's palicy that there should be aslittle disturbance as possble
with the Colony's current activities and development schemes, and | venture to think thet the
provisons made for public works extraordinary are by no means extravagant. All works
provided for in the estimates for the development of hedth and education, that would confer
common benefit to the community, should be proceeded with without any avoidable deay. |
eanesly hope that in the event of Government being cdled upon to cut down expenditurein
order to baance the Budget, this should not be done a the expense of Hedlth and Education.

Although the present is not opportune for me to advocate larger appropriation for the
extenson of these essantid sarvices | fed that in the mater of education | must cdl
Government's atention to the lack of provison for the building of modd vernacular primary
schools as recommended by Mr. Burney in his Report issued on May 27th 1935. In urging
Government to give this matter its careful congderation, | will quote the follogwing passage
from the Report in regard to primary vernacular education in the Colony:—

"It isasarious wesknessin Hong Kong's educationa system with result felt through the
schoal career of many of the children that the schoal in which the primary foundationsare laid
should be of s0 poor a qudity. This is the more regrettable when it is remembered thet for
many children education ends a the primary Sage. In fact it is evident that the Government's
expenditure on Higher (induding Secondary) Education isout of proportion to its expenditure
on Primary Education. On these grounds it is recommended that the Government should
assume as Soon as possible larger respongibilities in primary education and the best way of
doing this would be to build, as a gat, two or three large primary schoals in the City of
Victoria, gaff them only with fully trained teechers, ingpect them properly and thus make them
fit to serve asmoddsfor schools conducted by private
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enterprises. These new schools should be free, an innovation which would not be very costly
since any fees charged could only besmal.”

Some of the schools conducted by private enterprises, | must say, arefine indtitutions but
the generd conditions of many others are far from stisfactory. The Community are
predominantly Chinese, and as tax-payers they have the right to expect that Government
should assume full responghilitiesin the primary education of their children. | submit thet itis
now the generd accepted policy of al modern naions to provide a leest the primary
education necessxy for evary ditizen as a common benefit and to make it free to dl the
recipients.

This leads me to a condderation of the Board of Education. It was established in 1920
"for the purpose of asiding the Director of Education in metters pertaining to the
development of education in the Colony", and has Snce then remained as a purdy advisory
body. It isan important body, and | fed thet it is time that the condtitution of the Board should
be reviewed and its function extended. A desrable feature of any new change would be the
inditution of several sdect committees, on Smilar lines as the Urban Coundil for the purpose
of dedling with various educationd activities such as regigration of private schools, awarding
of Government scholarships and recommendations of grantsto aided schools.

In the matter of expenditure under Air Raid Precautions | wish to draw the tention of
Government to the total lack of provison for shdtersfor civilianswho may be out in the open
in time of emergency. | redise the peculiar formations of this Colony thet make it dmogt
impossible to provide shdter for everyone, but | venture to think thet it may be possible a a
gmdl cogt to build a number of amdl underground shelters or in the dterndtive to strengthen
some of the public buildingsin the City to provide for such an eventudity.

I will now come to the congideration of the propased impaostion of Income Tax. | have
had the opportunity of sudying the speech made by the Honourable the Financid Secretary
on the 9th November, but | can see no reason to change my opinion. | shdl therefore confine
towhat | intended to say onthat day and refer to hisspeech again a theend.

Before | offer my persond observations on this very important metter | wish to say thet
the Chinese Community, whose views my Chinese colleagues and | have the honour to
represent, are not unconscious of the duty of dl dtizensin this Colony in connection with the
present war in Europe. They redisethat the Colony should do its utmost to meke contributions
to the war chest to the full extent of its resources as a token of the Colony's loydty to the
Imperid Government. The Chinese Community are most graeful for the protection and
security afforded to them in this Colony and | fed tha they will not hestate to give ther
support to the Government in any finandid measures other than Income Tax in connection
withthe
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war. The oppogtion to the proposad impostion of Income Tax as far as the Chinee are
concerned, isnat based on any palitical groundsbut isentirdy for economic reasons.

| share the view which has been expressad both indde this Chamber and outsde that in
view of the peculiar economic gructure of the Colony as an entrepot which is got to be
adversdy affected by the war in Europe, the impodtion of thisform of taxation a the present
juncture may inflict such damageto the vitd interests of the Colony that it may not be able for

along timeto regain itsimportance.

In modern countrieswhere indudtria organisation iswel advanced and the populationis
well educated and the sandard of living is more or less uniform, Income Tax, from the point
of view of equity and faculty, is perhaps one of the best forms of taxation. But it is noteworthy
to observe in the Taxation Committee Report of 5th April, 1939, that even in these modern
countries "incessant vigilanceis necessary to prevent evason.” In Hong Kong with its peculiar
economic conditions and its peculiar compaosition of population, the task on the part of the
Adminidration to cary into effect such "incessant vigilance' may prove to be formidable and
codly.

Theimpact of thewar in Europeis beginning to bel on alarge section of the Colony's
manufacturing indudtries such as cotton goods, shirts and Snglets, rubber wares and shoes,
coametics and dedtric torches and batteries, mainly due to increesing cost of imported raw
materids and trangport. Any further encumbrance which a new impogt such as Income Tax
may imposed upon those indudtries may compd them to move out of the Colony. What | ask
istha the Government should not make it more difficult for these indudtries to carry onif it
can posshbly hdpit.

Inthe matter of Exchange Control the Government has recognised this Colony's peculiar
position and was quite right in goplying specid trestment to solve that problem. It istherefore
logicd that on the question of taxation, we are entitled to Smilar specid congderations bearing
inmind that any form of taxation which would tend to drive capitd and indudtries awvay from
this Colony should be avoided asfar aspossible.

At the present sage when full details of the propased Income Tax are not yet availableto
the Public, 1 would only add that Income Tax, being in redlity not aample Tax but acomplex
system of taxation, isnot adesrableform of taxation for this Colony.

There have been many proposals put before the Government as dternative methods for
rasing the necessary revenue for the war budget. | redise that some of these proposas would
place the main burden of the additiond taxaion on some particular sections of the community
but aswar measures a certain degree of inequdlity isunavoidable.
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I hope that the Honourable the Finandd Secretary will agree with me that the financid
postion of the Colony isnot a dl precarious but is, in fact, quite sound. The Colony's surplus
at the end of 1939 would probably be more than what is budgetted for in the revised estimate
when we takeinto acoount the fact that duties on petrol and liquors have been doubled and the
increased assesamant came into effect on the 2nd hdf of the year. In my humble opinion if
Government fal to raise the necessary amount of revenue for the requirements of the war
budget by means of taxation other than Income Tax, the Government could fal back on the
Colony's surpluswhich, a $13,562,235.00 as on 1t January 1939, represents over 33% of the
totd ordinary revenuefor thewhole year.

The above, Sir, was dl | proposad to say, had not the budget debate been postponed, on
the 9%th November. As by the rules of debate, lad down by Your Excdlency many of the
previous unofficdd members, induding my two Chinee colleegues, are debarred from
ansvering the peech of the Honourablethe Financid Secretary meade on that day | must add a
few remarksin reply to thet gpeech.

No onewho hasligened to or read the Finandid Secretary’s oeech of the 9th November
could possibly fal to goprediate its brilliance as a debating effort. But if | may say 0, his
gpeech upon a dose andysis is not convinang because it fails to ded adequatdy with the
fundamentd objection to the tax, namdly, its effect on the Colony; and because it is devoted
largdy to an arlgument asto the absence or presence of adminigrative difficulties

The Honourable the Finandid Secretary gppearsto have overlooked two very important
obsarvations of the Taxation Committee which, briefly summarised, are asfollows—

(1) That the posshility of the successful working of the tax should firgt be the subject
of adetalled investigation with the assstance of an expert preferably familiar with
the callection of thetax in an eastern country.

(20 That it would be unwise to impose atax of this nature until a substantid body of
opinionin this Colony believesthat thetax can belevied fairly and efficiently.

The Hon. Mr. Caine stresses the point that because the exchange rate of the Hong Kong
dollar has been dable for the last few weeks at about the highest limit permitted under the
dabilization scheme, there has been no subgtantid outward movement of capitd. It is well
known that the exchange rate of the Hong Kong dallar is subject to fluctuation caused by
many factors which | need not enumerate, and | do not think that it can be taken as any
evidence indicating the movement of capitd. In this connection | need only point out thet the
exchange rate of our dollar in term of the Chinese dollar has depredated quite subgtantialy
sncethe 12th October.
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| have no actud figures availabdle but | have reason to beieve that Snce Income Tax was
mooted, the amount of Chinese currency notes that has been shipped out of the Colony has
been on the average of aout a million dollars a day which condtitutes a heavy inroad on the
floating capitd of the Colony. In addition there is that invisble flight of capitd through
transactionsin serling operated between hereand other financid centres.

The Honourable the Finandd Secretary was somewha caudic in his critidam of
arguments advanced againg the impodtion of Income Tax, because of the difficulties of
adminigration, and he saw fit to s&t his knowledge agang that of the Honourable Senior
Chinese unofficdd member as to how Chinese accounts are kept. | am sure that my Senior
Chinese Calleague did nat intend to weave anet of mystery about Chinese accounting asif he
weretrying to defend it in that way. It isfundamentaly different in amanner that it isnot easy
to describe. Those, who have occasondly to condrueit, asfor ingance in the courts of law or
in bankruptcy, know how difficult it isto reconcileit with modern accounting methods.

There is one agpect with which the Honourable the Finandd Secretary has not dedlt
adequatdy and which should be weighed srongly againgt Income Tax as a temporary war
meesure. | refer to the matter of organisation. As Income Tax isin redity acomplex system of
taxation, the organisation of the new adminidrative forces for its collection will require agood
ded of time and the normd revenue-yiding power will only be reached many months or
perhaps years dter its enactment. By the time the new machinery isin working order the war
may have ended or be near itsend. The more | think of this agpect of the question, the more|
fal to undersand why Government should choose Income Tax to finance the war budget.

With reference to Mr. Caines observation that the Chinese members have made no
specific suggedions for dterative taxes | would like to point out that in his gpeech the
Honourable Senior Unofficdd Member made it quite dear that he was spesking with the
unanimous support of dl the Unoffida Members when he asked Government for the
gopointment of a committee to consder and make recommendation for suitable dterndives.
My Chinese Colleagues and | have therefore decided not make separate suggedtion in that

regard.

I will now dose by paying a tribute to the Honourable the Financid Secretary for the
public soirit and unsdfish sentiment expressad in the find paragraph of his gpeech. To meet
his laudable wish | think tha Government can eesly devise a scheme whereby dl
Government sarvants whose sdlaries reach certain figure should be subjected to aspedid levy
asawar contribution.

If Government were to adopt such a scheme | fed sure the Public will reedily and
chearfully submit to somedterndive taxes
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which, while enabling us to meke a subgtantid contribution to the Imperid Government,
would not beinjuriousto the Colony aswould be theintroduction of Income Tax. (Applause).

THE DIRECTOR OF MEDICAL SERVICES—I am grateful toto Your Excdlency for
giving me an opportunity of replying to some of the points the Honourable Mr. Pearce hasjust
raised in hisspeech.

The Honourable Member has referred to the rgpid growth of the Medicd Department”.
He has a congderable advantage over me in having spent so many years of his life in this
Colony. If, however, by the use of the adjective "rapid" it is intended to suggest "recent”
growth, | submit that this hardly gives atrue picture of the pogtion for reasons which | will
givelder.

In his peech on Thursday lagt, my Honourable and learned friend Sir Henry Pollock
referred to the overcrowding and dangerous accommodetion in the Kwong Wah Hospitd.
Thesearefactswhich cannot be denied.

My Honourable friend Mr. M. K. Lo dso characterised the congestion in the Chinese
hospitds as a ganding disgrace, and he stressad the need for a hospitd for children and for
tuberculous paients

It might be of interest to note that on the opening day of this debate the Tung Wah
Hospitd had 870 in-patients of whom only 189 had a bed to themsdves. The maternity beds
wered| occupied and the demand on them isso gredt thet it iscustomary for mothersto spend
only four daysin hospita at child-birth.

Redlishing the urgent need to improve both hospital accommodeation and the conditions
prevaling in the Chinese hospitds here, Your Excdlency gppointed a Technicd Hospitd
Committee lagt year over which | had the honour to presde. With the concurrence of the
Chinese Directors of the Tung Wah Hospitals, Your Excdlency aso gopointed at the end of
the year an Executive Committee for these hospitals. Both the Senior Chinese Member of this
Coundl (Honourable Mr. T. N. Chau) and the Honourable Mr. M. K. Lo are paticulaly
vaued members of this Committee Both would, | fed sure, agree thet, dthough the
conditionsin the Chinese hospita s il leave avery great ded to be desired, the progress made
during thefirg deven months of thework of this Committee hasfully judtified its gopointment.
During the period in question Government has assisted with a grant-inraid of $400,000 to the
Tung Wah Hospitds

The Report of the Technicd Hospitd Committee has just been published and will, no
doult, receive the sympethetic congderation of this Government. The Honourable Member
can rest assured thet thereis unlikely to be any "extravagance” in this connexion.
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The Technicd Hospitdl Committee condluded thet the dearth of hospitd bedsin Hong
Kong amounted to at least 5,000, taking the populaion & the very low figure of 1% millions.
The Committee was satidfied that this lack results in many sufferers; induding cases of
infectious disease, remaining in crowded tenements, thereby producing avidious cirde Snce
they act as sources of infection to others—leaving as de dtogether the humanitarian aspect.

In point of fact, Government has dreedy taken sepsto initiate work on Ste formation for
a new infectious diseases hogpitd and, possbly, a new generd hospitd a the Kowloon
Medicd Centre.

With Your Excdlency’s encouragement and support efforts have been mede to incresse
the available accommodation on very smple lines. For example, the former prison & La Chi
Kok now provides beds for 500 patients, the huts a& Kennedy Town Hospita contain 45 beds,
and the matsheds a the Kwong Wah Hospital mentioned by Sir Henry Pollock house 200
camp beds placed Sde by sdein practicdly continuousrows.

These additions make little impresson on the main hospitd problem, and many of the
sck poor who should be admitted have to be turned away, unless room can be made for them
by discharging patients not yet sufficiently recovered from their illnesses, but inlessdire nead.

It is sometimes forgotten by those more used to Western conceptions of medicd care of
the sck poor that thousands upon thousands of the poorer Chinese live in grosdy congested
dwdlings quite unsuited to home nuraing.

| can hardly bdlieve that the Honourable Member who criticised the size of the Medicd
Budget redly condders that hospitd accommodation should be curtalled o that a larger
number of patients have to be refused admisson or nursed on the floor, or even more than two
to abed.

Nor can | bring mysdlf to credit the Honourable Member with the desire that the quantity
of food—coding about 25 cents a day—given to the wrecks of humeanity treated in our
hospitds should be reduced.

It scarcdy seems possible that the Honourable Member would be prepared to advise a
reduction in the vote for (and therefore in the quantity of) antisgptics for wounds, anaesthetics
for operations, tetanus and diphtheria anti-toxin to save the lives of sufferers from these
diseeses, quinine for mdarid patients, samalpox, cholera and typhoid vaccine for use in
prophylaxis? And yet beds and bedding and food and drugs and vaccines do not drap like
mannafrom heaven.
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Concurrently with and to some extent arisng out of the imposshility of admitting dl
thoseto hospita in need of such care, the Saffs of out-patient departments and dispensariesare
compdled to work for long hours, insufficdent time is avalable for adequate investigation,
diagnods and trestment of patients, many of whom have to endure long waits before being
medicaly examined. Those who might be restored to hedth are exposed to the danger of
becoming chronicinvaids—or of dying prematurdly.

The degth-rate for the first nine months of 1939 was nearly 34—consderably over three
timesthat for England and Walesin 1938.

Part of theincrease in the Medicd Budget now under condderaion relates to additiond
gt whichit isdedred to gppoint to meet the heavy demand for medicd services. Beit noted
that it is intended to recruit Chinese and other locd graduates for this purpose—a point
mentioned by my friend, the Honourable Mr. dAlmadain his speech last week.

Asthe Honourable Mr. Lo pointed out in his speech aweek ago, theloss of lifein infants
under one year of ageis nearly seven times higher in Hong Kong than in the United Kingdom.

Manutrition is no doubt an important factor in this sad wadage, an unsatisfactory
environment and ignorance of mother-craft coming next inimportance.

In the Medicd Budget, provison is made for afew thousand dallars to increase by one
the number of Chineselady doctors and by asmdl handful the number of Chinese nursesand
hedth vistorsto extend thewdfare services

| can hardly bdlieve that the Honourable Member redly thinksthet the dl too few dinics
for mothers and babies should be curtailed.

It is scarcdy necessary for me to remind Honourable Members of the burden of
auffering and loss of life which occurs from preventible epidemics in Hong Kong. All are
familar with the outbresks of cholera, smalpox and cerebrospind meningitis which have
aflicted the Colony in the past few years—aggravated by the very overcrowded condition of
the town and thelowered sandard of living following upon the refugee influx.

To combat these conditions staff and materid are, of course, essentia and cost money.

Would the Honourable Member advocate the reduction in the meagre gaff of Hedth
Officersrespongblefor preventing diseese?
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Is it the view of the Honourable Member that there should be less accommodation for
dangerousinfectiousiliness—or for victims of the tuberculosis scourge?

Now, if we teke 1936 asanormd year in S0 far as concerns medicd expenditure, Snce
this period preceded the outbregk of hodilities, we find that the approved expenditure was
$1,651,378.

The mid-year population in 1936 was 985,345. The per capita expenditure thus
amounted to $1.67 per annum—alittle over 2/1d. The Medicd Budget for 1940/1941 now
submitted to this Coundil for approva makes provison for the sum of $3,635,709 for the
period of 15 months This is the equivaent of $2,908,568 for a period of 12 months On a
consvative bass, the mid-year population for 1939 amounted to 1% millions. | usetheword
"consarvative' advisedly, because expeat datidicians have expressed the view that the
populaion caculated a June, 1939, was then within ten per centum of thetwo million mark.

If we assume that the population & mid-year 1940 will not vary to any apprecidble
extent from that for the current year, then the per capita expenditure for next year will beinthe
neighbourhood of $1.66 per annum-—one cent less per head than in 1936.

As regards increese in the gaff of the Medicad Department, in 1936 there were 56
doctors and 277 nurses. The figures in the 1940-41 budget show 79 doctors and 355 nurses.
This increase may gopear big a firg sght. That is not the case; firdly, because the origind
cadre was inadequate four years ago; and, secondly, because, wheress the population has
practicaly doubled in the intervening period, the increase in doctors is goproximate 2/5th and
in nurses condderably lessthan athird. This rdativey smdl increase of gaff has had to cope
with over athousand additiond hospital beds aswell aswith new dinicsand dispensaries

Bearing in mind the mass of poverty-gricken and suffering personsin Hong Kong does
the Honourable Member redlly advocate asmdler number of doctors and nurses?

| am aware that it is beieved in some quarters that the present population is likely to
diminish very congderably once peaceful conditions obtain in China. There are, however,
many present in Counal to-day, who, | think, would not deny the fact that Hong Kong has
grown, asit were, by legps and bounds, and that many of those who have sought asylum from
disurbed conditionsin Chinaa intervals during the past 20 years or s0 have, infact, remained
as permanent resdents.

| trust that enough has been said in thisinadequate survey of the position to convince my
Honourable friend Mr. Pearce that there is no red judification for his dam & the very
moderaeincreasein
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the Medicd Budget. His darm was not, | an mog thankful to say, shared by the other
unoffida memberswhen they consdered the provisonin Sdect Committee,

| do nat think thet it would be Your Excdlency's wish that | should take up the time of
this Coundil by commenting upon the phrase "formidable highly-paid gaff" which occurredin
my Honourable friend's speech. The quedtion of sdaries is one afecting the Service as a
whole and it would be difficult to produce evidence thet the Saff of the Medicad Department
was, infact, "formidable” intheface of itsresponghilities or thet the sdlarieswere "high'.

Knowing the Honourable Mr. Pearce's humanitarian outlook; | think thet | should not be
far wrong in assuming that he would be prepared to answer the questions which | have taken
the liberty of putting to him with an emphaic negdive Yet it is these very savices that
account for so much of the expenditure of the Medica Department which it is our duty to
deveop for thewdl-being of the community for whom we areresponsble.

Turning to the Honourable Member's second point, namely that rdating to Street
deandng, | hagten to assure him that the Hedth Authorities share his views on the subject
whole-heartedly. As the result of representations which were made by the Medicd
Department to Government and which received a leaest in part, the support of the Urban
Coundil, more refuse-lorries have been purchased and put into commisson and about 200
additiona Iabourers have been taken on. Like Oliver, the Department would like to see more
trangport and more scavengers available for this necessary work. It has some hope that the
Honourable Director of Public Works may find it possble to dlow acertan amount of water
to be usad for washing down the stregts and pavementsin some of the moreinsanitary parts of
the urban area.

In fairness to the Honourable Director of Public Works, it must be admitted that he is
faced with a very heavy and respongble task to provide enough water for at leest 1% million

people.

A part of the nuisances encountered in the stredts are the result of the cardess habits of
large numbers of refugees who have come to Hong Kong for safety from villagesin the war
aress where it is cutomary to deposit wadtes of dl kinds in the valeys and open spaces
adjoining their houses.

Shortage of public latrines and, as yet, an inadequatdy organised system of collection
and disposd of night-soil from houses lacking a weter-carriage system are further reasons for
the unsavoury condition of some of the sreets and lanes. Provison has been made in the
Colony’s budget for the construction in 1940-41 of a proportion of the public latrines deemed
to be necessary. In addition, a sub-committee of the Urban Council gppointed by direction of
Your



HONG KONG LEGISLATIVE COUNCIL. 219

Excdlency is now conddering the possihility of introducing a more up-to-date sysem than
exigsa themoment of dedling with night-soil asadvocated by the Hedlth Authorities.

Honourable Members can, | fed sure, rdy upon the Chairman and Vice-Chairman of
the Urban Council asssted by the Members of that Coundil to bring about the much needed
improvement in the deanliness of the thoroughfares of Hong Kong. At the same time, a
reorganisation of the sarvice respongble for supervisng dreet deanliness is in process of
being carried out.

On the subject of squatters settlements, Honourable Members of this Councl may be
sure that the matter has been given the very dosest atention by Government for some time

pad.

Many of these squaters are refugees. Many others were, hitherto, good lawabiding
citizens until high rents and depressed wages made it difficult for them to live in ordinary
tenement buildings.

That danger attendsthe exisence of these squatters both to themsaves and to the generd
public from the lack of sanitary conveniences water supplies, and from outbresks of fire, is
well gopreciated by Government. The present policy is to try to persuade those who are
refugees without means of support to return to their own country. Such persons are given a
free passage and an ex graiagrant by Government to this end. Squatterswho are Hong Kong-
born citizens or who are unwilling to be repetriated are being provided for in two ways—

(1) Hrdly, women and children amongst them are given the opportunity of accepting
food, shdter, medicd care and wdfare servicesin the Government campsup to the
extent of theaccommodeation available.

(2 Secondly, plans are in preparation for establishing one camp on the Idand, a
second on the outskirts of New Kowloon and two on the frontier between
Lokmachau and Takuling, to which sguatters unwilling to return to China can be
sent. They will be provided with awater supply and smple medica and sanitary
sarvices, but they will have to provide their own hut accommodation in proper
dignment, adequate attention being paid to fire-breeks, vertilation, drainege, etc.

If Your Excdlency would alow me the privilege and you, Sir, and the Honourable
Membersof Council would bear with mefor afew momentslonger, | should liketo say afew
words on the question of income tax which occupied the more prominent podtion in the
gpeech of the Honourable Members.

If we review the very low sandard of living in the Colony, the increase in food prices
the widespread manutrition, the high rents,
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the tragic overcrowding, the high infant mortaity and desth-rates, we mugt dl agree that the
poorer sections of the community cannot have any further burden placed upon them.

Money hasto be raised, however, for Defence purposes, both in rdation to the specid
needs of Hong Kong and the war againgt aggression in Europe in which this Colony is so
intimately concerned.

My friend the Honourable Mr. Caine has so adly and, in my humble view, rightly
maintained that income tax is the mog equiteble form of raisng revenue. Rates and import
duties have dways been found to bear mogt heavily on those sections of the community least
ableto sudainthem.

Looking a the problem from the point of view of a doctor and not from that of a
business man, my conception of incometax followstheselines

Government endeavours to work out, as farly as possble, the minimum sum
necessary for the adequate feeding, clathing and housing of anindividud.

It then examinesthe financid respongbilities of that individud—whether or not he hasa
wife, a child or children and one or more dependent parents and rdatives, and makes
alowances (and, | assume, in this Colony, for education) accordingly. Only when thetota for
these commitments has been ascertained does the Government ask for a contribution from the
baance towards the maintenance—or extenson—of the essentid organisation of Defence,
Civil Adminigration and Socid Services

| venture to maintain thet the level of income tax in a country provides evidence of the
sense of responghility which the community has acquired in the carying out of its
fundamentd obligations.

That, in fact, ardaivey high rate of income tax indicates that a country has accepted
and intends to honour its internationd pledges, that ahigh leve of incorruptible and efficent
adminigration has been achieved and that the Government has recognised its duty to provide
for theyoung, the old, the sick and for thosein want.

Up to the present, Hong Kong has only fulfilled apart of the complex duties of amodern
gae

Theingrument of income tax, as now proposed by Government, is brought forward asa
measure to meet the increased cogt of the additiond services necessary to give effort to the
determination of the British Commonwedth to mantain freedom, lav and order among
nations.
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| beieve thet there are not afew present in this Coundil to-day who look forward to the
time when it will be possble to use income tax not only for Defence, but dso for the
development of the sodd services, and, in this Colony, education, which are o urgently in
need of increased finance.

The argument that income tax is unsuited to the particular set of conditions prevailingin
Hong Kong cdlsto mind the opposition encountered last year to two Hedth measures which
were introduced to protect this Colony. | refer to the dedaration of Canton as an infected port
owing to an outbresk of amdlpox and to the introduction of compulsory vacdnation here in
the goring of 1938.

There were many who shook their heads and prophedcied thet the firs measure would
jeopardise the progperity of this Colony and thet the intrusions on home privacy incidenta to
universal vacanation againg smdlpox would be hitterly resented so that the measure would
beimpracticable.

Both measures were entirdy successful as proved by the lessening and, for many
months, the complete disgppearance of the virulent strain of smdlpox which had previoudy
exacted a heavy tall of human life. Trade was not adversdly afected and members of the
generd populaion were mog hdpful and co-operaive in securing a wel-vaccinaed
community.

| would urge thet arguments, Smilar in content, were brought forward when income tax
wasfirg introduced into the United Kingdom and, indeed, in rdation to many forms of socid
legidation.

| am confident that Hong Kong, which has met so many upheavas and so successfully
adjugted itsdlf to changed conditions, will accept this new form of taxation in that courageous
soirit whichit has often shewnin the pedt.

It has been my privilege to work for the past e@ghteen months in dose contact with
seved of the Chinese members of this Coundl. During thet time, it has been my invariable
experience that they have dways been willing to st asde their own interests and the interests
of adassfor the sske of the community whom they serve asawhole. Hence, | have no doubt
asto the ultimate outcome of their ddliberationsin support of thismesasure. (Applause).

HE THE GENERAL OFFCER COMMANDING. — Your Excdlency, Hon.
Members— had nat intended to take up the time of this Coundil by giving my views on this
rather complicated question of Income Tax becauseit is one aout which | do not pretend to
have any detaled knowledge. It would be presumptuous of me, indeed, to daim to have any
detailed knowledge of the financid workings and the details of business in Hong Kong, but
since my return from the North, | have been reading the speeches of Hon. Members ddivered
awesk ago, and it occurred to me that the wider issues of this question have perhaps been
obscured, and thet the details set out for the
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meesure had, perhaps, not been fully undergood. For that reason | am glad that Your
Excdlency hasdlowed meto spesk to-day.

What are the facts? The facts are that the British Empire is now engaged in awar of the
greatest magnitude and no one can predict the future. Hong Kong is as much concerned in this
war asany other part of the Empirefor, if things go wrong, shewill bethefirs to suffer. | think
Hong Kong isvery fortunate a thismoment that thewar isso far from her shores

| have heard it mentioned that Hong Kong's membership in the Empire is a rather
limited and loose one and that her responghilities, therefore, are correspondingly limited and
loose, but thet view has no foundetion in truth. It has aso been sated that Hong Kong is of
condderable drategic importance to the Empire, and that it isonly right and proper that Greet
Britain should providefor her protection. Hong Kong haslittle or no srategicimportance, and,
in fact, might well prove to be an embarrassment. Hong Kong is defended, and will continue
to be defended, largdly on the respongibility of Greet Britain, because it is a British Colony,
and | think it isaswell for the people who inhabit this Colony to redise what isbeing donein
their interestsand for their security.

TheMilitary Contribution from Hong Kong representsasmdll percentage of the coststo
Great Britain of the defence of this Colony, and | doubt whether it is redlised that the amount
pad in the form of Military Contribution is more than refunded by the sums spent by the
Sarvice depatmentsin this Colony.

If this war is not prolonged, we obvioudy will have much to be thankful for in every
direction. If it isalong war, the finandd gdeis perhgps asimportant as the military Sde and
heavy finandd aswell as human sacrificeswill berequired. | think it very wrong if we are not
prepared for along war, and if we do not consder that Hong Kong isfully concerned with the
finandid sdeof thewar.

It ds0 seems to me wrong to use the term "War Gift" in connection with Hong Kong's
finandd responghility, and | consder we should not discusswhether three, five or ten millions
ought to be given asawar gift to Great Britain. Hong Kong may be required to pay to the limit
of her resources and no one can forecadt the amount. | know very well that Members redise
this.

The quedion in digpute is the method of taxetion in order to rase the money in
connection with the war. It seems to me that the machinery now st up must be capable of
extenson.

What arethefactsin connection with this? A year ago the Government st up an Income
Tax Committee, composed of members of the best ability and standing in the Colony who
were more than able to express an opinion on the subject.
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As | undergand it, reading the Report of this Committeg, its recommendations were
made, after cool ddiberation in time of peece as the best way of rasing capitd should
Government require more capitd in peece. | was under the impression that the Committee
recommended Income Tax isthe best form of meeting the Government's needs, but | sand to
correction as | may be wrong. In any case, there was then a srong feding in favour of
introducing Income Tax.

The dtuation now is that a war has arisen and, with it, heavy demands and financid
sacrifices, which no onedisputes. But, on the Government proposing to introduce Income Tax,
it has been met by heavy and organised oppostion, which | consder to be a surprising
gtuation.

Income Tax is universdly admitted as the only fair form of raising revenue. In Hong
Kong, where a consderable section of the publicisvery poor, it isdear thet the limit has been
reached and that indirect taxation cannot be extended much further. On the other hand thereis
in Hong Kong a section of people who enjoy a very high sandard of living and are very
prosperous. It would seem then any form of taxation other than Income Tax is likdly to be
digtributed equaly and fairly.

| have not had the opportunity of hearing any reasonable dternatives to Income Tax.
There have been suggetions such aslotteries, tax on cdnematickets food, land tax and so on.
None of them, | am sure, Hon. Members will accept as reasonable. Increases of indirect
taxation on petrol and wine have dso been suggested, but they again do not fal upon those
begt able to bear them. Mr. Dodwel may have to spend £30 more on petrol and Mr. Pearce
may have awine bill of £100, but it is of no interest to them—it is only of greet interes to
thase with anincome of about £500 a yesr.

Fears have been fredy expressed in regard to the finendd ability of the Colony were
Income Tax to be imposed. | have no knowledge with which to dioute these fears because |
have obvioudy no information on that subject, but it ssemsto methat risks mugt be teken and
the possible consequence of Income Tax must be accepted in cartain drcumgtances

Ancther point is the question of tax evason on which grest emphads has been lad.
Efforts will no doubt be made to avoid paying taxes. In every country of the world thereisa
number of people who do ther utmogt to evade taxes, and in this Colony there will no doubt
betax evason. But should Government avoid doing the right thing on this account, if thereisa
necessity for the tax? In India they have for many years had Income Tax, and there, |
undergand, in smal businesses three sets of books are kept, S0 it is quite possble in Hong
Kong four sets of books may be kept, but that is no argument againg introducing wheat is the
best form of obtaining revenue.



224 HONG KONG LEGISLATIVE COUNCIL.

Thetax proposad by the Government so far, | am sure, isardaivdy smdl one and the
burden will fal only on the shoulders of thosewell cgpable of bearing it. It isto be hoped very
much tha the Government will not have to make further demands. No one likes to pay
Income Tax, and | am certain the opposition is not due to persond grounds. | do fed it is
possbleto introduce the Tax and | hope Hon. Memberswill not misunderstand my attitudein
speaking on the subject, as | believe that the condusions reached have been, perhgps, alittle
hagty and before the Government's proposal was fully known, and | think thet a great many
are not sdtidfied with the attitude taken by the mgority of those who oppose Income Tax. |
therefore hope they will be given an opportunity to reconsider the question.

Thisisavery important messure. If Income Tax is not accepted it will certainly not add
to the reputation of Hong Kong. | am convinced that the Government's proposds are the only
ones which can ded with the Stuation and | hope very much that time will be available for
recondderation of thisBill. (Applause).

THE COLONIAL SECRETARY.—Sr,—This debate has been so predominantly a
debate on Income Tax that there remains little for me to say on the so-cdled ordinary budget
which is the subject of the resolution sanding in my name | am grateful to unoffica
membersfor the assstance which they have rendered in Committee snce the Coundl meeting
of 12th October and for their unanimous agreement with the Government's proposas as
modified by that Committee, which are now presented.

Thepointswhich Mr. Li Tsefong hasraised on the subject of education will be carefully
conddered by the Director of Education and Mr. Li will no doubt pursue them further in the
Board of Education of which he is a member. | would only say that the newly established
Teachers Training College and the revised code of subgdies for vernacular schools indicate
that, dthough much ill remains to be done when funds permit, the improvement of
vernacular education has nat been unduly neglected. Asto the congtitution and organization of
the said Board, any suggestions which it may choose to submit on these questions will be
sympatheticaly considered.

The same member again raises the question of providing Air Raid Precautions Shelters
for the generd populaion. On this subject | mede a full datement a the meeting of this
Coundl on 29th June, 1939, and there is | fear, nothing that | can usefully add to thet
daement.

Mr. D'Almada has revived the question of increasing the number of locdly recruited
officers in the Government sarvice. | can only repest that this form of economy is il the
conddered palicy of the Government whenever it can be shown that the duties of apost can be
performed by such infiltration without loss of efficiency. The Chinese Sanitary Ingpectors, for
example, are gradudly dlowing reductionsto be madein the European gaff, and | undersand
that the experiment of recruiting Chinesefor senior pogsinthe Police
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isworking satisfactorily. A scrutiny of past and present estimates will show how far this policy
has advanced inthe Medicd Department.

Mr. Dodwell has raised two questions which are not entirdy within the competence of
this Government. Thedisciplinary control over Government servants and particularly the eps
necessary to dismiss officers in case of incompetence are common to dl Colonies; and the
same is true of the sysem on which gores are purchased through the Crown Agents. Mr.
Dodwdl and Mr. Pearce deplore the growing costliness of the machinery of Government, but
severd members suggest an expandon in various directions of the sodd services which it
undertakes, and paticularly an acceptance of catan of the ligdilities which are now the
concern of charitable organizations. It can hardly be doubted thet, as soon as we have timeto
think of anything except the war, it will be necessary to come to some agreed policy on the
baancing of such daims, including of course the propriety of the direct financing of certain
savices asMr. M. K. Lo suggests which are a present undertaken by the various charitable
organizationswith or without subsidies from the public funds.

| hardly think thet a"profit and loss account” such asMr. M. K. Lo has attempted on the
effect on the Colony of Chinds recent troubles is entirdy judtifiable. The security to life and
property which Hong Kong has dways offered has certainly for the last quarter of a century
been one of our principd assats, asthe Financid Secretary has pointed out; and evenif thet has
good out rather more sharply Snce 1927 this fundamenta fact remains as before.

The accderdion of the Air Rad Preventions programme to which Mr. Pearce has
referred is, as honourable members are avare, a ddiberate policy. Capitd expenditure which
inmore normd times might have been soread over anumber of years has dready been met in
part by supplementary votes during the current year, funds being reedily available, and the
funds to be voted for 1940/41 merdy continue that policy. Such spedd expenditure is of
course non-recurrent and impases no commitment on pogterity.

Both Mr. Shidds and Mr. Pearce have suggested that the uncertainty of the Colony's
finandd future should have been reflected in the ordinary budget which is now before usand
that it would have been prudent to am a a consderable addition to surplus baances. Mr. Li
Tsefong on the other hand agreesthat current activities should be disturbed aslittle as possible,
and this of course isthe generd view of His Mgesty's Government & home. It would savour
of unredity to make no provison for war expensesin 1940 and it isfair to point out thet if the
trandfers suggested are made to the proposed war budget the present deficit of about hdf a
million on the ordinary budget will a once become a surplus of aout two million dollars.

(Applause).

H.E. THE GOVERNOR —Honourable Members—All the main points redive to the
1940-41 estimateswhich have been raised on
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the Unofficid sde of the Coundil during the two days of debate have been ansvered, and, |
think it may be fairly daimed, answered adequatdly. | have, therefore, nothing to add to those
answers but | will renew the undertaking given by the honourable gentleman, the Financd
Secretary, on October 12th by raterating that Government, in putting into effect the gpprova
given by you to those esimates, will keep a dose watch upon the revenue and will govern its
expenditure both on public works and in respect of the filling of new appointments in
accordance with thefinandia outlook from timeto time.

The subject which has occupied dmost thewhole of the debate, however, isnot reflected
inthe edimates. On October 12th in my address | outlined to the Council aproposd for awar-
budget, on the expenditure side of which the largest item would be Hong Kong's contribution
to the resources of His Mgesty's Government for the successful conduct of the life and deeth
gruggle in which Great Britain is engaged. | say Greet Britain; but | have no doubt thet
honourable members redise that Hong Kong'sfutureis as degply concerned with the outcome
of that sruggle asis the United Kingdom itsdlf. | suggested that that contribution might have
two objectives, firdly to cover our expenditure on local defence and other expenditure causd
by the war, and secondly to provide, according to our means, a free gift to His Mgesty's
Government in ad of the prosecution of the war againgt Germany. | aso suggested that thet
gift might condgst ether of cash or kind or both.

In stting thet idea before the Coundl | had in mind, as | have firmly ill, the thought
that it isthe duty of this Colony to help to bear the Empires burden to the utmost of its power,
even though that utmost would be, monetarily spesking, asinggnificant as was the Widow's
Mite; and, secondly, | conddered, as | persondly gill congder, that an Income Tax was the
best means of collecting that contribution. Asthe Honourable the Financid Secretary hassad,
when that proposa was made public we were not without good reason for beieving that an
Income Tax levied for the purposes which | have mentioned would be accepted generdly by
the people of the Colony as gppropriate a thisjuncture.

| could nat, if | would, add anything of vaue to the masterly reply which the Honourable
Mr. Caine has made to the principa objections which have been raised to the introduction of
Income Tax: he has shewn that some of the goprehensons which the announcement of
Government's proposds has roused have been unduly megnified and that others have no
foundation in fact. | fed quite sure that mog, if not dl, of the opposing arguments adduced
here have found voice in every country where Income Tax has been mooted. So far as
adminigrative difficulties are concerned, | haveit on the authority of the Secretary of Statethat
we should not be deterred by fears on that ground, for experience has shewn in many Colonies
that these can be successfully overcome; and it may be of interest to members to know that,
goat from the Dominions, Income Tax is dreedy pat of the financid dructure of fifteen
British Colonies, while severd others contemplateitsintroduction.
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But dthough | do nat propaseto add to or to reterate the points made by the Honourable
the Hnancid Secretary, there are one or two agpects of the matter on which | have aword to
say. Frdly as to the amount that the Colony should contribute, for | note thet every member
here supportsin one degree or ancther the making of such a contribution. In this connection |
wish to dispose of an gpparently widespread ddluson that Government has determined to raise
awar budget revenue of $10,000,000 per annum or of any other pre-determined sum. No such
datement has ever been made by a Government officer; presumably the error took its rise
from too hasty a reading of a few paragrgphs of the Honourable the Finandid Secreary’s
gpeech in this Coundil on October 12th, which gopear on page 143 of thisyear'srecords Ashe
made dear in mentioning that figure, it was no more than a guesswork esimate by the
Taxation Committee of what might be the outcome of a two-shilling income tax, and that
guess indluded, of course, the large amount which would have been trandferred from the
Home Government Income Tax revenue to the Hong Kong Treasury. Two shillings was
regarded by Government as a reasonable andard rate for an Income Tax here, should one be
imposed, and 0 it came about that the ten million figure was mentioned. | recognise the
moative which has prompted the Honourable and learned member, Sr Henry Pollock, to
propose the very handsome sum of three million dollars as a maximum for the Colony's
contribution; but, in the aasence of any red information about the Colony's aggregete income
and until the means of raisng the contribution have been settled, | think it wiser a thisstageto
leave the question of amount & the Honourable Mr. Lo's definition, which he expressed as
follows—

"Aswe are dl agreed tha the Colony should make the best contribution of which
it is capable, the problem confronting this Counal resolves itsdlf to one of finding the
best means of raising the money.”

While on this subject | would observe that there has been an assumption in severd
quartersthat Government'sintention has been that Hong Kong's contribution to His Mgesty's
Government would necessarily take the form of a monetary gift sent from here to London.
Suchisnat the case and | take such blame asthe fdseimpresson deserves for not being more
goedific in my fird utterance on the subject. Rether, what | had in mind—and smilar
uggestions have gppeared in the locd Press—wias the condtruction a our expense and in our
yards of vessdsfor the Royd Navy, such asmine-sweepers, one or two of which would make
avery vauable addition to our defences here and athers, no doubt, could usefully be employed
dsewhere dterndivey, our contribution might betowardsthe Royd Air Force

Secondly, as to the method of obtaining funds for our purpose. | frankly confess to
surprise that so many Members of this Coundil and responsible bodies outsde the Council
should have been reedy to expressthemsdves so definitdy on thisvery complex question of
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Income Tax not only in the face of the findings of an expert committee but even without
waiting to see the Government's actud proposas in detall or hearing any expresson of the
case However, that expostion has now been given, and given by one who is magter of his
subject; and thereis, moreover, no voteto be cast on the issue at the present time, so no boats
have been burned as yet.

| have sad that | would nat go over the ground trodden by the Honourable the Financid
Secretary and | do not wish to daborate the case or Income Tax to-day; but | wish to make two
or three pointsin connection with the proposds outlined by mysdf on October 12th. Thefird |
have mede dready. What Government has in contemplation is a free gift to His Mgey's
Government while engaged in alife and deeth sruggle: it would be utterly illogical, to say the
leedt of it, to describe as free a gift wrung from an unwilling community by the use of the
officid mgority inthis Coundil: no such thought has ever entered my mind.

Doubt has been thrown this afternoon upon the actud condusion to which the Taxaion
Committee camein respect of Income Tax. After detailing the arguments againg and for such
amessure they reported asfollows—

Our condudon is tha the advantages of an effidently administered Income Tax
over other forms are overwheming from the point of view of equity, and thet, if it be
congdered that thetax is cgpable of successful adminidration in the Colony, it should be
imposad as soon as additiond revenue on a subgantia scae becomes a necessity. In
view, however, of the undoubted force of many arguments opposing the introduction of
thetax locally, we must quaify our recommendetionin fiveways.

(@ We mud not be taken as expressing the opinion that such subgtantid extra
revenueisactudly necessary; in 0 far as more revenueis needed owing to the growth of
the Colony that very growth is likdy automaticdly to increase the revenue, while it is
outside our province to condder how far it may be needed to finance new or improved
S|EVices

(b) Theposshility of the successful working of the tax should firgt be the subject
of adealed investigation with the assstance of an expert, preferably familiar with the
collection of thetax in an Eagtern country.

(© The impaostion of the tax involves a new departure in fiscd policy. We
assume that it would not be passed through Coundl by the use of the officid mgority
and that Unofficid Members of Coundil will expect to recaive, before agreeing to the
impogtion, some indication of the heads of expenditure to which its yidd will be
applied.

(d We fed that it would be unwise to impose a tax of this nature until a
subgtantiad body of opinion in the Colony bdieves that the tax can be levied fairly and
effidently.
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(& Theimpaogtion of Income Tax should to some extent be compensated for by
theremisson of other forms of taxation.

The second and third points ded with certain objections which have been againg the
impodtion of an Income Tax. Of these oneisthat, once established on the plea of the necessity
of war, thetax would remain in peacetime. To that | would rgjoin thet if eventudly it isagreed
that an Income Tax Bill for war purposes should be introduced | should have no objection to
theinduson of adause which would effect an automatic reped of the messure a some dated
time, for example, a the end of thefinandd year next after the condusion of peace. The other
objection is of smdler cdibre, though | bdievethat it is very potent: it isthe fear that Income
Tax precedure is necessarily inquiditorid to a high degree and that the business secrets of
merchants and manufacturers would thus become the prey of d@ther thar competitors or of
blackmailers. But that it not so: the honest taxpayer has nothing to fear from an Income Tax:
his return of income supported, where necessary, by a bdance sheet or a profit and loss
account, neither of which would reved trade secrets, would normaly be accepted without
examinaion of his detalled accounts Thisfear of inquigtorid methodsis, | am sure, Sncere;
neverthdessit hasno judtification in redlity.

Ladtly, in order that | should be completdy frank on the subject, | admit my beief that
the prindpa contribution to the peace-time—I repeat, peace-time—revenue of this Colony
should comefrom an Income Tax. Trivid arguments can be ranged againg itsequitability ina
community composed of different raceswith different sandards of living: but these arguments
have little weight when opposed to the undeniable basic equity of atax which is assessed in
accordance with ahility to pay. Morethan one Unoffida Member has reminded meduring the
debate of the shortcomings of this Colony's Adminidration. | fredy, though with deep regret,
agree tha in primary education, in fadilities for ack poor and sck children, in housing of the
poorer dasses, in town planning and in other repects the provison made by this Colony is
gravely lacking. | do not atempt to disguise from mysdf the fact that in order to cure that
complexity of sodd illsit would be necessary to raise agreat ded more revenue and | again
gate my conviction tha the only proper way of rasing the necessary amount would be by
putting the revenue on an Income Tax foundetion. A few steps modtly tentative, have been
taken during the lagt two yearstowards the solution of the various problemswhich these socid
diseases st up but thered fight has got to come.

Theselatter remarks & such atime asthis may be regarded as inopportune. | have made
them because | hope tha the day may come when | shdl presde over a mesting of this
Council with a bill before it for the impogtion, or re-impaosition, of Income Tax as a peace-
time measure, in order that we may begin to tackle in practica earnest those socid problems.
But that islooking someway
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ahead. The immediate question before this Colony, though not to-day before this Coundil, is
whether we should discharge our admitted duty to Greet Britain by means of an Income Tax
or some other revenue-rasing measure or measures. | ask no more than that those who have
reeched a condusion contrary to Income Tax should, in the light of the Honourable the
Hnandd Secretary's gpeech and the very cogent remarks which have fdlen from the
Honourable and gdlant member, the Generd Officer Commeanding the British Troops in
China, dosdy re-examine the reasons which led them to that condusion, having during the
process an open mind and asingle eye for the good of the Colony and the Empire. It is not the
case that the whole community of Hong Kong is opposed, ether in principle or in practice, to
the impaosition of Income Tax & the present time. | am aware of a growing body of opinion,
both European and Chinesg,, whichisin support of thet course of action.

| have been asked to widen the terms of reference of the expert committee gopointed to
examine Government's proposals as framed in a bill. 1 am prepared to do so on the dear
underganding thet the committee will fird discharge the duty which it accepted on
gppointment, that isto say to enquire whether an Income Tax measure suitable to the present
moment's needs can be devised. (Applause).

H.E. THE GOVERNOR—The motion before the Coundl is "That the Edimates of

Expenditure for the year 1940-1941 as now presented be gpproved.” Thosein favour? Those
agang?themationiscaried.

APPROPRIATION FOR 1940-41 BILL, 1939.

THE FINANCIAL SECRETARY moved the fird reading of a Bill intituled "An
Ordinance to goply a sum not exceeding Forty-nine million seven hundred and six thousand
seven hundred and e ghty-seven Dallars to the Public Service of the financid year beginning
on the 15 January, 1940, and ending on the 31s March, 1941, and dso to gpply an additiond
sum not exceeding Fve hundred and fifty-nine thousand one hundred Dollars to the
Waeworks Renewds and Improvements Fund for the service of that Fund in the sad
financd year."

THE COLONIAL SECRETARY ssconded, and the Bill wasread afirg time,
MOTIONS.
THE FINANCIAL SECRETARY moved:
That this Coundl gpprovesthe carrying out of theworks set out in the Schedule below a
an edimated cogt of $4,436,500 and of the expenditure in the finandd years 1939 and 1940-
41 of the sums st out in columns 3 and 4 of the Schedule, the cost to be met from a future

loan and meanwhile to be charged as advances from the surplus bdances of the Colony
pending theraisng of aloan.

THE COLONIAL SECRETARY seconded, and the motion was gpproved.
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SCHEDULE.
Appendix VI (C).
LOAN WORKS.
Additional Werksto be charged to a proposed New Loan.
Edimated Revisad Edimated
Cod. Edimated Expenditure.
Works Expenditure. 194041,
1930.
$ $ $
Head 1.—New Markets—
@ Cetrd MaKet ........cooeveevmererseserrrienens *50,000.00 50,000.00 —_—
(2152 0 I B (o v- [N 50,000.00 50,000.00  —
Heed 2—Water Works—
(@ Suppliesto Albary and Pesk Road ... 230,000.00 96,277.42 —
(b) CrossHarbour PIpes......ooovvvoveveevienens 900,000.00 268,198.83 50,000.00
(© RepidGravity Flters Eadean ......... 490,000.00 50,000.00 420557.28
(d Kowloon Cha Service Resarvoir and
PIPEINES ....oooereveseereseessesessssssses 490,000.00 380,000.00 85,364.25
(S DIES (7] 0V o o RS 210,000.00 60,000.00 86,164.50
H Shing Mun Vdley Scheme
(072 (60 \V7- (= (T 1,070,000.00 360,000.00 400,000.00
(9 Rapid Gravity Hiters Shing Mun
AVZ: [LSVAS © 0= 1 1 - 150,000.00 120,000.00 30,000.00
(h) Ta LamChungVdley Scheme ....... 70,000.00 50,000.00 10,000.00
(i)  NeWMEES......correerrerrnseesseeens 210,000.00 110,000.00 100,000.00
() WateDEection ..........omreeereesienens 300,000.00 120,000.00 180,000.00
K MiscdlaneousWOrks ........oeeeeeenee. 106,500.00 67,500.00 39,000.00
()  New Workshop, HongKong............. 100,000.00 e 100,000.00
(152 0 J2As o v- LS 432650000 | 1,681,976.30| 1,501,086.03
Head 3—Miscdlaneous Works—
(@ Bxtendon of Aerodrome;
Prdiminary investigation ...........o....... 60,000.00 1,600.00 58,400.00
Head 3—Totd .....ovveeereerereerrncernnene 60,000.00 1,600.00 58,400.00
(CF- 20 [ o v- [N 443650000 | 1,733576.30| 1,559486.03
e — ——

*  Pat Cost—totd cogtisesimated at $910,126.10 of which $860,126.10 hasbeen charged to the 1934 L oan.
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WATERWORKSRENEWALSFUND RESOLUTION.
THE FINANCIAL SECRETARY moved:

That this Counal gpproves the expenditure during the finandd year 1939 from the
baance credited to the Waterworks Renewds and Improvements Fund of the further sum sat
out in the Schedule bdow.—

SCHEDULE.
(R0 S UIF= g DTS ((To ST oo | $5,000

He sad—lt is necessxy to gpprove this resolution because there is cartan excess
expenditureover that origindly drafted.

THE COLONIAL SECRETARY seconded, and the resol ution was approved.
LIQUORSDUTIESRESOLUTION.
THE FINANCIAL SECRETARY moved:

Resolved pursuant to section 39 of the Liquors Ordinance, 1931, Ordinance No. 36 of
1931, that the Liguors Duties Resolution of the 9th September, 1936, published in the Gazette
by Notification No. 745 of the 11th September, 1936, be rescinded with effect from 2 o'dock
PM. on Thursday, the 12th day of October, 1939, and that theregfter the dutiesto be paid upon
intoxicating or spirituous liquors imported into, or didtilled, made or prepared in the Colony
shdl be assessed in Hong Kong currency asinthefollowing Table—

PART I.
European TypeLiquor.
Liquors
consigned
Liquors fromand
brewed or grownor Liguorsof
didilledin produced other origin.
the Calony. inthe
British
Empire.
$ $ $

per
gdlon. gdlon. gdlon.

WINES  ooeeeeeeeteenee st sessseseens — 16.25 26.00
Ondlbrandy ..o, — 6.25 20.00
Ondl gin, whisky and other spirituousliquors — 1250 20.00
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Liquors
consgned
Liquors fromand
brewed or grown or Liguorsof
digilledin ~ produced  other origin.
the Calony. inthe
British
Empire
$ $ $
per per per
gdlon. gdlon. gdlon.
Ondl port, shary andmaddara  .......cccocevveeeeenee — 750 12.00
Ondl other dill WINES ... — 6.25 10.00
ONddar adPETY e — 0.80 0.80
On beer (as defined in the Ordinance, but
exdusve of cder and perry) not exceeding
1055 degress origind gravity, thet isto say,
the spedific gravity of the worts before
famentation ... 0.70 0.80 0.80
with the addition of $0.02 per gdlon for
every degree by which the origind gravity
of the worts for such beer excesds 1055
degress as messured by the "Bates'
Sandard saccharometer.
On dl other beer (as defined in the Ordinance,
but exdusive of cider and perry) whether in
concentrated form, or as de bads, or mat
and hops concentrate, or otherwise ... 0.80 0.80 0.80
with the addition of $0.02 per gdlon for
every degree by which the origind gravity
exceeds 1045 degrees as measured by the
"Bates' dandard saccharometer.
On dl intoxicaing liquors above the strength of
20 degrees under proof, for every degree
above such drength in addition to the
aoproprigteduty asabove ... — 0.15 024
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Liquors
brewed or
digilledin
the Calony.

$
per
gdlon.
PART II.
Chinese Type Liquor.
On dl Chinese type pirits containing not more
then 25 per cent. of dcohol by weight 150
On dl Chinese type soirits containing more then
25 per cent. of dcohal by weight, for every
one per cent. of additiond dcohdlic
175 00/10] 0 VAVSTo ' (R 0.06
PART III.
Japanese TypeLiquor.
On dl sake containing not more than 25 per cent.
of doohol by waight ..., 150
For every one per cent. of additiond dcohalic
1700101 0 VAVSTo o (R 0.06
PART IV.
Other Liquors.

On dl spirituous liquors other then intoxicating
liquors, but including spirits of wine or
arack, containing not more than 25 per
cent. of doohol by weight ...

For every one per cent. of additiond dcohalic
drength by weight

0.06

Liquors
consgned
fromand
grownor
produced

inthe

British
Empire

$

per
gdlon.

175

0.06

150

0.06

150

0.06

Liguorsof
other origin.

gdlon.

1.75

0.06

150

0.06

150

0.06

Provided that it shdl be lawful for the Superintendent of Imports and Exports, in his
discretion, to assess the duty on any intoxicating liquor not specificaly mentioned in Part 1, 1
and |11 above a suchrate asisprovided in any such Part for theliquor which thesad
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Superintendent shdl deem to goproximate mog nearly to such intoxicating liquor; and
Provided dso that it shdl be lawful for the said Superintendent, in his discretion, to assessthe
duty on any spirituousliguors, imported in aconggnment of less than two gdlons a onetime,
a $20.00 per gdlon.

He sad—This resolution gives effect to the increases in liquor duties which were
announced in this Coundil on the 12th October and which were put into immediate effect by
Your Excdlency'sorder.

THE COLONIAL SECRETARY seconded, and the resol ution was gpproved.
LIGHT OILSRESOLUTION.
THE FINANCIAL SECRETARY moved:

Resolved, under section 7 of the Hydrocarbon Qils Ordinance, 1939, that the duties on
light ails as st forth in section 6 of the Hydrocarbon Qils Ordinance, 1939, be incressed to

Sxty centsper gdlon.

He sad—Thisresolution gives effect to theincrease of dutieson light ails.

THE COLONIAL SECRETARY seconded, and the resol ution was approved.

THE ATTORNEY GENERAL moved:

Resolved pursuant to section 3 of the Public Officers (Changes of Style) Ordinance,
1937, that the style of the office of "Apothecary” be changed to that of "Chief Pharmacist” and

of "Assgant Apcthecary” to "Pharmaci” for dl purposes and that the following addition be
madeto the Scheduleto the said Ordinance —

Old Syleof officer, New Syle of officer,
office or department. office or department.
Apothecary. Chief Pharmedis.
Assgant Apothecary. Pharmecis.

He sad—This change of style has been suggested by the Secretary of State and is for
the purpose of conforming with the recent changesinftitles.

THE COLONIAL SECRETARY saconded, and the motion was carried.
PROMISSORY OATHSAMENDMENT BILL, 1939.

THE ATTORNEY GENERAL moved the ssecond reading of a Bill intituled "An
Ordinanceto amend the Promissory Oaths Ordinance, 1869."
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He sad—The firg reading of this Bill was taken some weeks ago. The objects are
explained in the memorandum of objectsand reasons.

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

On the mation of the Attorney Generd, seconded by the Colonid Secretary, Coundil
then went into committeeto consder the Bill dause by dause.

Upon Coundil resuming,

THE ATTORNEY GENERAL reported that the Promissory Oaths 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.

ADJOURNMENT.

H.E. THE GOVERNOR.—This completes the busness before the Coundl which |
therefore adjourn snedie.




