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ITEM  FOR  FINANCE  COMMITTEE 
 
 
HEAD 137 – GOVERNMENT  SECRETARIAT : ENVIRONMENT  AND  

ECOLOGY  BUREAU  (ENVIRONMENT  BRANCH) 
Subhead 700 General non-recurrent 
New Item “Provision of a time-limited diesel subsidy” 
 
 

Members are invited to approve the creation of a new 
commitment of $1.8 billion under Subhead 700 
“General non-recurrent” of Head 137 – Government 
Secretariat: Environment and Ecology Bureau 
(Environment Branch) to provide a time-limited diesel 
subsidy as a means to support industries that use diesel 
as fuel, in response to the impact of surging oil prices as 
a result of the recent conflict in the Middle East region. 

 
 
 
PROBLEM 
 
 The recent conflict in the Middle East region has driven up 
international energy prices.  This has resulted in a significant increase in the pump 
price of diesel in Hong Kong, and has put imminent pressure on industries that use 
diesel as a primary fuel and raised their operating costs.  We need to provide timely 
assistance to the affected industries to help them cope with the short-term impact. 
 
 
PROPOSAL 
 
2. To support industries that use diesel as fuel to cope with the present 
challenges, we propose to create a new commitment of $1.8 billion to provide for a 
subsidy of the sale of diesel for local consumption. 
 
 
JUSTIFICATION 
 
3. The conflict in the Middle East region is affecting global fuel supply, 
with the impact on Asia being particularly pronounced.  The top priority of the 
Government is to ensure the stability of Hong Kong’s energy supply.  In view of  
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the outbreak of the conflict in the Middle East, the Chief Executive has earlier 
directed the establishment of the Inter-departmental Task Force on Monitoring Fuel 
Supply (the Task Force) led by the Financial Secretary.  The Task Force is to 
monitor and assess geopolitical changes and fuel supply and prices, to ensure the 
stability of Hong Kong’s energy supply, and to examine the impact of oil price 
fluctuations on various industries.  
 
 
4. The Task Force recommended that in formulating support measures, 
the Government shall have regard to the following principles –   
 

(1) Given that fluctuations in crude oil prices have a broad impact across 
society, priority should be given to the operational sectors that are 
most severely affected and that involve public services to ensure 
prudent use of public funds; 

 
(2) If the service prices of the operational sectors are subject to regulatory 

approvals by the Government, these matters shall be addressed 
through the existing approval mechanism; 

 
(3) The use of private vehicles for self-use shall not be considered a 

primary priority, since this is a matter of personal decision with 
alternative options available; 

 
(4) Given the unpredictability of the military conflict and the ongoing 

ceasefire negotiation, any support measures shall be temporary and 
short-term in nature so as to avoid creating risks to public finances; 
and 

 
(5) It is considered that public transport services (including franchised 

and non-franchised buses, minibuses and ferries), as well as school 
buses and residential buses, the operating costs of which are highly 
susceptible to fluctuations in diesel prices, should be regarded as 
priority sectors for consideration of support. 

 
 
5. As the short-term trajectory of oil prices remains uncertain, after 
considering the above principles and prudently balancing various factors (including 
the Government’s fiscal position and the principle of prudent use of public funds), 
the Task Force recommends, among others, subsidising diesel prices to alleviate the 
impact of high oil prices on public services provided by relevant industries. 
 
 
6. While the international crude oil prices have slightly receded 
recently, the pump prices of motor vehicle diesel remain high and the future price 
movements remain difficult to be predicted.  This has placed an additional burden  
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on commercial vehicles (including trucks, franchised and non-franchised buses, and 
minibuses) and vessels (including ferries, passenger ships, work boats and fishing 
vessels) that mainly run on diesel, exerting a substantial impact on the economy 
and people’s livelihood.  Therefore, the Task Force has proposed a two-month 
subsidy of $3 per litre of diesel to support public and commercial vehicles and 
vessels and related industries that use diesel as fuel, with a view to reducing their 
operating costs and alleviating pressure to raise prices.  Meanwhile, the 
Environment and Ecology Bureau (EEB) will work with the Competition 
Commission (CC) to monitor the pricing practices of each oil company to ensure 
that they do not take advantage of the occasion.  As for the majority of taxis and 
public light buses, they primarily use liquefied petroleum gas as fuel, the price of 
which currently remains stable. The Task Force will continue to monitor price 
movements and consider the matter further where appropriate. 
 
 
7. The Task Force will continue to conduct dynamic assessments,  
co-ordinate bureaux and departments to prepare contingency plans, and formulate 
forward-looking strategies.  The Task Force will also study different measures to 
alleviate the impact of rising oil prices. 
 
 
FINANCIAL  IMPLICATIONS 
 
8. Based on the previous sales volume of diesel for local use and taking 
into account relevant contingency expenses at around 10%, it is estimated that an 
additional non-recurrent expenditure of $1.8 billion will be incurred for the 
provision of a $3 subsidy for the sale of diesel for local use for a two-month period.  
Subject to the approval of the Finance Committee (FC), we will create of a  
new commitment of $1.8 billion under Subhead 700 “General non-recurrent” of  
Head 137 – Government Secretariat: Environment and Ecology Bureau 
(Environment Branch) for disbursing the subsidy.  The actual amount of the subsidy 
disbursed would depend on the sales volumes of eligible diesel within the  
two-month subsidy period.  Part of the expenses would be incurred during the Vote 
on Account period. 
 
 
RECOMMENDATIONS  ON  IMPLEMENTATION 
 
9. We are finalising implementation details with the oil companies.  
Subject to the approval by the FC, the Government strives to roll out the subsidy 
by end-April so that the sectors concerned can benefit as soon as possible.  The 
EEB will make a separate announcement on the implementation of the subsidy to 
ensure prudent use of public funds. 
 
 
 

/PUBLIC ….. 
  



FCR(2026-27)1 Page 4 
 
 

PUBLIC  CONSULTATION 
 
10. Since the outbreak of the conflict in the Middle East in late-February, 
the Government has been closely monitoring the relevant developments and is also 
aware of the widespread public call for the Government to introduce measures to 
support affected industries as soon as possible.  Therefore, the Government 
considers that this financial proposal meets public expectation; and it is necessary 
to seek approval from Members as early as practicable. 
 
 
BACKGROUND 
 
11. In view of the outbreak of the conflict in the Middle East region, the 
Chief Executive has earlier directed the establishment of the Task Force.  The Task 
Force is led by the Financial Secretary, and its members include the Deputy 
Financial Secretary, the Secretary for Financial Services and the Treasury, the 
Secretary for Environment and Ecology, the Secretary for Commerce and 
Economic Development, the Secretary for Transport and Logistics, the Government 
Economist, and the Chairman of the CC.  At a special meeting chaired by the Chief 
Executive on 9 April, the Acting Financial Secretary has reported on the 
fluctuations in international oil price and their impact on Hong Kong’s overall 
economy, trade and various industries, as well as the Government’s work and 
recommendations made by the Task Force. 
 
 
12. The top priority of the Government is to ensure the stability of  
Hong Kong’s energy supply.  The key points of the measures taken by the HKSAR 
Government are as follows – 
 

(1) Ensure a robust energy supply – Currently, around 80 per cent of 
Hong Kong’s oil products come from the Chinese Mainland.  The 
HKSAR Government has maintained close communication with the 
Central Government and various Mainland authorities to ensure that 
Hong Kong’s energy supply remains stable with the country’s 
support; 

 
(2)  Request local stakeholders to maintain a stable fuel supply – The EEB 

has met with major local auto-fuel suppliers, requesting them to 
maintain a stable auto-fuel supply in Hong Kong.  All suppliers 
indicated that the auto-fuel supply in Hong Kong is currently normal 
and that they will continue to strive to maintain a stable supply.  The 
EEB has also confirmed with the two power companies and the  
Hong Kong and China Gas Company Limited that the fuel supplies 
for electricity and town gas production remains normal; 
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(3)  Facilitate the public to monitor changes of local retail auto-fuel  
prices – Starting from 1 April, the EEB releases, on a weekly basis, 
the trend movements of the seven-day moving average retail prices, 
after walk-in discounts, of unleaded petrol and diesel from local oil 
companies, together with the trends in international benchmark prices 
of refined oil products for the same period, to enhance the 
transparency of market and price.  The CC has also met with the fuel 
companies, emphasising the importance of fair competition and 
information transparency.  It will continue to closely monitor the 
market for any instances of price collusion or unfair competition to 
ensure fair market operations; and 

 
(4)  Continue to closely monitor the international situation and energy 

price trends – The situation in the Middle East has driven up 
international oil prices.  The price of crude oil at one point surged to 
nearly US$120 per barrel.  As the situation has developed further this 
week, crude oil prices have shown a gradual decline.  However, the 
price of refined oil remained high, and the market is closely 
monitoring the latest developments in the Middle East. 
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