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ANNEX D

For discussion FCR (93-94)25
on 7 May 1993

ITEM FOR FINANCE COMMITTEE

CAPITAL WORKS RESERVE FUND
HEAD 701 - LAND ACQUISITION

Ex-gratia allowance for fishermen affected by reclamation or development projects

Members are invited to approve an increase in
the basis for calculating the ex-gratia allowances
for inshore fishermen affected by reclamation,
dredging or dumping projects, from the notional
value of one year’s catch in the affected area to
the notional value of three years’ catch.

Introduction
On 16 August 1978, Members considered Item No. C21 Ex-gratia

allowances for inshore boat, sampan and stake-net fishermen affected by reclamation or
development projects. Members noted that fishermen engaged in inshore fishing have no legal
rights in respect of the waters which they habitually fish. Nevertheless, it was accepted that
the loss of a fishing ground, in circumstances where those affected have little choice but to
find an alternative means of livelihood, warranted ex-gratia assistance during a transitional
period. The Director of Agriculture and Fisheries advised that it could be up to one year
before affected fishermen could re-establish themselves. On this basis, Members approved ex-
gratia allowances calculated on the notional value of one year’s catch in the affected areas.

The problem
2. Circumstances have changed significantly since the ex-gratia allowance was

approved in 1978. Over the 14 years from 1978 to 1991, ex-gratia allowances were paid to 1
438 fishing vessel owner/operators who were affected by reclamation dredging and dumping
projects. By comparison, the current programme of works, which will all be active by 1995,
covers some 27 500 hectares of Hong Kong’s inshore fishing grounds and will affect some 1
500 vessel owner/operators. The fishing grounds will be affected for at least four to five years

and it is estimated that 6 500 hectares will be lost permanently.
3. ...,
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3. It was previously relatively easy for affected fishermen to relocate their activities to
other fishing grounds or to move into a related industry such as fish mariculture. However,
the competition for the remaining areas of inshore fishing grounds is increasing and the fish

mariculture industry is now carefully regulated with a long waiting list for licences.

4. The increase in the number of fishermen affected, combined with the decreasing
opportunities for continuing work in fishing and fishing-related industries, has inevitably
resulted in the re-establishment process for fishermen becoming more protracted.

5. The ex-gratia allowances approved in 1978 were limited to fishermen using vessels
less than 15 metres in length on the assumption that larger boats were of a size and range to
have other fishing grounds and other types of fishing available to them. However, surveys
have since shown that many fishermen using boats longer than 15 metres habitually fish in
inshore waters. These vessels are in many cases unable to fish elsewhere because of
limitations in their design and their equipment. The Director of Agriculture and Fisheries has
sufficient information to identify those vessels over 15 metres which are habitually used for
inshore fishing and those which go further afield.

6. The Director of Agriculture and Fisheries calculates notional values of catch
through surveys of fishing grounds and the fishing vessels using specific grounds. Since 1978,
he has been calculating the notional value of one year’s catch with reference to the fish
harvest from vessels less than 15 metres in length in affected fishing grounds. This amount
has then been apportioned among fishermen according to the type of vessel and fishing
equipment used by vessel owner/operators and the extent of use of a fishing ground by each
vessel. These calculations have excluded the value of fish harvest caught from boats longer
than 15 metres as they have not been eligible for ex-gratia allowances.

Proposal
7. ltis proposed that the basis for calculating the ex-gratia allowances for inshore fishermen

affected by reclamation, dredging or dumping projects should be tripled, from the notional

value of one year’s catch to
Ithe ...,
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the notional value of three years’ catch in the affected areas. The notional value of catch
would be determined by the Director of Agriculture and Fisheries with regard to all vessels
that habitually use the affected grounds, irrespective of their length.

8. The proposed allowance is equivalent to almost five years’ net income for vessel
owner/operators after taking into account all expenses. As an extinguishment allowance, this
compares very favourably with statutory compensation for business loss for land-based
enterprises. Such compensation for the extinguishment through resumption of legally-
established rights to conduct business is typically three to five times annual net discounted
profits, depending on the robustness and prospects of the business being compensated.

Financial implications
9. Under the current allowances, ex-gratia allowances estimated at $58.6 million

would be payable to owner/operators of vessels less than 15 metres in length following the
loss of fishing grounds. Under the proposal, this would triple to $175.8 million, with an
additional $29.7 million being payable to owner/operators of eligible vessels longer than 15
metres. The total financial implication between now and 1995, by when all the major
programmed reclamation, dredging and dumping projects will have started, would therefore
increase from $58.6 million by $146.9 million to $205.5 million.

Effective date

10. It is proposed that the effective date for the new ex-gratia allowances, if approved,
should be backdated to 1 April 1993. This will mean that all vessel owner/operators affected
by the current programme will be paid at the new rate. Arrangements will be made for those
eligible for the new rate, but who have already been offered an allowance at the old rate, to be
paid the balance.

(FIN CR 34/2321/76 111)



