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Appendix E.

REPORT OF THE SUPERINTENDENT OF IMPORTS AN])
EXPORTS FOR THE YDAh 1926.

I. —animn

The net revenue collected was $1,186,312. 55 as compmul
with $1,140,925.07 in 1925.

_Compared with normal years the collection must be con-
sidered ‘a great improvemeént, considering the general business
stacnatlon and great decrease of’ populahon since 1925. While
every other source of revenue has shown a marked decrease, the
amount collected in liquor duties shows a reduction of $4J 000
only as compared with 1924 the last normal year. The increase
of the rate of duty on Chinese liquor "as recorded elsewhere

made little difference to the amount collected under thik head.

Collection from local distilleries were not very sitisfactory,
several were detected dermudma the revenue, Jncludmo one
large dxstxllery on the island of Hong Kong and seveml small

‘ones in various parts of the \ew Territory.

Hatensive fraud on the Revenue.

. In May it was discovered that a large dlstlllery had been
defranding the revenue to the extent of $80,000 per annum.
The method: adopted  was to record about. half the amount pro-
duced, and to account for all. spirit distilled as being much
weal\er than it really was. The illegitimate profits so made
appear to have gone wholly to the managing partner, who had
been robbmg the firm extensively, and producmg a balance sheet
showing a large loss. To dispose of the spirit embezzled from
the Dlsmller), on. which no duty was paid, the manager had
opened a ,Chlnese wine and’ spmb ‘shop nearby, jars “of spirit

- which had been inspected by’ the Revenue Officer’ and duly

labelled, were removed in the usual course with a pass in due
order to this shop, as soon as the jars reached the pre%mle.es
the labels were removed and sent back to the distillery, ‘where
they were re-used on jars of spirit which had” not paid any
duty, and not been’ passed by the Revenue Officer. On. proceed-

_ings being taken the manager absconded, and has not since béen

seen. Civil proceedings were taken and a cons1derable sum was
recovered from the firm. Nemesis, however, soon afterwards

'overtook this dxstlllery, it bem overwhelmed by a severe “flood

in July and the premises swept bare of everything. This disas-
ter compelled the firm to dispose. of the ruins of the premises.
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Normal strength of Spirit distilled fromi
Molasses, using a Chinese Still.

As the result of my discoveries in the above case, a series.

of experiments were carried out in several distilleries, to ascer-
tain the time taken to produce one jar of spirit from the usual
quantity of fermented molasses and the alcoholic strength of
the product, using the type of Chinese still in common use. It
was found that once the furnace had been heated up, one jar
could be distilled off in 85 minutes, and that the strength was
80 to 83 per cent of alcohol by weight. This result was com-
pletely at variance with the previously accepted theories which
had been based on the statements of the distillers themselves,
and shows the danger of relying on statements made by the
" trade without thoroughly testing them out. Revenue Officers
in charge of distilleries had been warned of my suspicions, but
they had been unable to prove anything until this concrete case
was put before them. It should be possible for the inspecting
Revenue Officer to make a fairly accurate guess of the amount
of spiritt which should be accounted for by checking the amount
of mash used, the number of stills in use, and the length of time
per day they are in use. The trade would have had us believe
that normally from’ the same amount of fermented materials
50/60 minutes or more were normally required to produce a jar
of spirit, and that the strength of the spirit so produced was only
about 25 per cent of alecohol by weight. It was thus proved
that the Chinese type of still could produce during the working
day 40 per cent more spirit and of a strength higher by 5 to 7
per cent than it had been the custom to claim. ‘These figures
give some idea of the amount of spirit, which some distilleries
thought fit to conceal, and dispose of without paying duty.

Rice SeirIT.

Normal strength of Spirit produced from
Rice, using a Chinese Still.

In the .case of spirit produced from fermented rice, experi-
ment showed that it was possible to produce a jar of spirit con-
taining 27 to 28 per cent of alecohol by weight in 35 to 40
mmutes In this case the figure quoted by the trade was found
to be considerably in their favour. In the New Territory, how:
ever, it was found that the amount of fermented material used
to produce a jar of spirit was in the case of the small one-st.il
distilleries about a third less as a rule, and that thus the spirit
produced was considerably weaker about 20/24 per cent of
aleohol belng at times not much stronger than the spirit known

“Tiu Pun’’ to Chinese. It was, however found that in the
case of rice, the time required for complete fermentation had
been considerably exaggerated. In warm weather 18 to 21 days
is sufficient, in very cold weather up to 80 days may occasionally
be required. But the fact must be emphasized that distillation
before fermentation is absolutely- complete is not uncommon,
and does not involve any great sacrifice of spirit, reaction durmv
the last 3 or 4 days of fermentation being very slow.
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Estimation of Production.

It has in the past been found difficult for the inspecting .

officer to form an approximate estimate of the amount of spirit
produced from fermented rice in any distillery, by calculating
the amount which should be produced in a given time from a
given number of ‘jars of fermented material, but in the future
as the result of experience gained during the last three years it
should be possible to form a closer estimate of the proper pro-
duction of any distillery if a close check is kept of the amount of
: fermenmble material set on from time to time. For instance, if

a distillery has 100 jars of rice fermenting on the average during
the month, and if the distillery is using four jars of iermented

material for each charge of the still, in the warm weather, April.

to October, the production shéuld be about 45 jars (80 catty size)
of 27 or 28 per cent spirit.

Breaking down Spirit.

During the year steps were taken to prevent dls'hllerles.

breaking down .their spirit without a Revenue Officer being pre-
sent. ‘The amount of water added for the purpose of- -breaking

down spirit over 25 per cent strength was rarely recorded in full -

by the distilleries, at one time no record was made at all, till

their attention was directed to the point. Thus in the case of

'spirit hade from molasses 5 to 8 per cent of alcohol never paid
duty at all, in the returns sent in all spirit produced from molas-
ses was always shown under the heading of 25 per cent spirit

instead of the next highest category. Tn Chinese phraseology

the spirit instead of being recorded as ‘‘Sam Ching’’ was return-
ed as ‘‘Sheung Ching.”

Small Distilleries.

The small distilleries in the New Territory North still con-
ducted their business in a very unsatisfactory way, and several
convictions were obtained, and several were cautioned, where
there was no doubt that they were defrauding the revenue.
Evidence collected in many instances went to prove that these
places had been paying duty on only about one-third of their
actual production.

Increase of duty on Chinese type Spirit.

In October the rate of duly on spirit of Chinese type was
raised to $1.20 per gallon, a rebate of ten cents per gallon being
allowed local distilieries to compensate them fof the extra ex-
pense caused by the regulations necessary for the protection of

the revenue. The preferential rate of duty on all spirit produced .

“in the New Territory for consumption there was abolished.

Spirit consumed in the New Territory now pa‘,s the. same rates’

as in the rest of the Colonv
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The result of the increase of the duty has hitherto l.)een
rather disappointing. Tle bulk of imported spiyit, especially
that from Macau, i8 of very. inferior quality, being at best a
blend' of commercial aleohol with genuine spirit, this is retailed
at a very cheap rate, and the present rate of duty is about twice

the-original cost of such spirit. In this case increase of duty is

“ more acutely felt, owing to the Custom of the trade here in col-
lecting- in cash from the retailer the amount of duty payable at
once on delivery, while giving credit for the actual cost price of
the spirit, generally for three weeks or a month. The shops
handling this class of spirit have little capital, and hence having
to advance twice as much for duty before they sold the goods
was a very serious thing for -them until thev could have had
time to make arrangements to increase the small capital at their
disposal. .

Spirib imported from North China has been reduced in
strength in many cases, cases have been noticed where the re-
duction has been as much as ten per cent. The idea being that
it' wouldBe possible to maintain the price more or less at.the
old level by selling a much weaker product, it remains to be seen-

whethiér the public faste will tolerate this reduction in quality.

Collection of (luty' on the basis of Strength.

~"The collection of duty on afl. Chinesé tvpe spirit has been
placed on a peréentagé basis. Spirit of 25 per cent alecholic
strength pays $1.20 per gallon, and an additional five cents per
gallon is levied for each additional one per cént of aléoholic
strength. This change has proved popular with-the trade, as
formerly spirit found just over the limit for one class had to pay
the higher rate of duty in the next class. In many cases the
difference in strength was due to a mistake in measuring on the
part of the exporter in China, in other cases spirit of a strengtn

which was about the maximum allowable for a certain class -

would be ordered, but that sent would be two or three per cent
weaker, and yet have to pay the same duty.

Distille%y regulations,

At the end of the year a new set of regulations for tha
better control of distilleries was approved, to be brought into
force on April 18th, the date on which the Distillery Licences i:i
the New Territory-‘are due for revewal. They are based on thoss
in forée in Fngland and Bengal and the existing sét: No very
- radical changeés have been introduced, and miany of the new rules
only ‘confirm’ the’ departmental practice which has béen adopted
for some-while in the case of the larger premiises. The rules are
simple and no properly conducted business should have sdnv
diffictlty in eonforming, provided ample timé is given. The netw
rules are not ideal, and were drawn up Wwith- refetence to the
type of Chinese still in present use; should at any time efficient
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modern stills be introduced’ in numbers, as has occurred in most
other civilised- places, then it will' be necessary to amend: the
riles to bring therh more into line with modern practice.

Remouval of distillerics to New Territory.

Dmmfr the year another large distillery was compelled by
pubhc 1mprovements to rémove to the Tsun Wan: district where
most of the larger distilleries are now situated. There are only
six distilleries now left on the Island of Hong Kong, and: it is
probable that economic causes will compel some of the others to
remove across to the mainland very soon, where land is much
cheaper and water moge abundant.

Denaturing.

Thé use of pyridine was introduced during the year as th.
general denaturant. A strict watch was kept over all applica-
tions to denature, and any new firm applying was carefully
scrutinised and the premises visited; and the nature of the pro-
posed- use of the denatured spirit carefully ascertained. . A list
was compiled of approved firms, and no application to denabure
received from any firmv not on the list ean be passed without
reference to an Executive Officer.

As a result of the stricter methods introduced the amount
of ‘spirit drawn for making varnish declined from a figure of
81,410 gallons in 1928 to 2017 gallons in 1926. There is no
doubt that the difference between these two figures was used for
conversion into potable liguor by methods similar to those men-
tioned in My report for last year.

I1T.—TosAcco.

The ﬁébt revenue collected during the year was $1,835,036.77 -

as compared with $1,796,858.52 in 1925. This collection must be
considered satlsfactory, cons1der1no’ the circumstances prevailing
in the Colony. The boycott and lack of means of cominunieation
considerably reduced the amount of smuggling of high grade
cigareties. .

A large amount of attetition was devoted to a local digarette
factory. Tt was discovered that the returhs submitted to this
office were extremely inaccurate and misléading, and- that the
methods used by those responsible for eollecting the data in the
vitious sub-departments during the course of manufactute ren-
detred it quite impossible for fhe geberal -office to make correct
retuins. Guesswork, caleulation and adjustment in order to
make the figiites bnhhce (in some cases this was not even
necessary) had been substltuted for strict methods of accounting

.k;»
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for all malterial used, based on accurate weighing. A European
Revenue Oflicer and three Chinese assistants have now been
stationed permanently at the factory, and a good deal of im-
provement has been effected but a careful stocktaking at the end
of the yesr showed that there was still considerable room for
improverment. It is understood that the Company have decided
on a general reorganisation of the factory, and it is hoped that
the introduction of some better system of accounting will in the
future obsinte any, future difficulties, while at the same time
considerabity easing the work of proper revenue control. The

complete luck ‘of any scientific data collected over a period of

yenrs nuule the investigation extremely difficult.

———
<
Scientific control of Manufacture.

The work of controlling the manufacture of tobaceo in all
its ynmous forms in this Colony is made more difficult by the
faet that hitherto it has been impossible to acquire any useful
texthook on the subject of the manipulation of tobaceo during
the vourse of manufacture. The tobacco industry, large as it is,
1 one of the few industries which seem to possess no technical
titewnture. There are a large number of points. on which an
uuthoritative textbook would have been of the greatest assist-
anee.  Prior to 1926 no scientific work had been done here on
the subject of tobacco and its manufacture; during the year Dr.
Lubatti, Assistant Government Analyst, who was attached to
this department during the absence on leave of the Monopoly
Anulyst, devoted a considerable amount of time to the examina-
tion of tobacco of various kinds., Sufficient work has now been
done to prove the need of constant scientific exemination m
order that complete duta may be accumulated on various points
throughout each year, so that it may be possible to compare the
physical state of the numercus kinds of tobucco used here at
different periods of euch year over a series of years,

Licensed TWarehouses.

-Steps were taken to eliminate small licenced warehouses for
the storage of dutiable tobacco under private control. These
were situated inside of and formed an integral part of premises
used for the retail sale of tchacco. Revenue locks were for the
first time placed on the largest licenced warehouses, and pro-
vision was made in the Estimates for 1927 for the purchase of
sufficient revenue locks for all the licenced warehouses. The
issue of fresh licences for warehouses was severely restricted.

There are in fact very few premises in the Colony which are-

suitable for the warehousing under private control of dutiable
goods. The premises suggested are generally the ground floor of
some Chinese tenement house, which is quite unsuitable in the
majority of cases. '




e R

—E
:Im'poriers Le’cencés“

The - import of tobacco by unlicenced persons chleﬁy for
transhipment has been regulated;, and after full investigation
licences were issued to the largest of the importers for tranship-
ment, - Owing to the boycott imports of Chinese prepared tobocco
for shipment to Annam, Sinm and the Straits had ceased for
over a year, but the business' had become very hrisk at the end
of the year, and many unlicenced persons were attempting to
take part. Small commission agents in the Colony are asked by
their clients to include small amounts of dutiable tobaceo say
8 to 5 cases amongst an order for miscellaneous goods, the
tobacco is imported from Macau or the interior of China ready
for shipment, the bills of Lading are purchased here, and tran-
shipment is made in open lighters, the dutiable goods remaining
under the charge of some unknown person in the harbour wait-
ing a ship, at times for days. It is highly undesirable that this
practice should continue. It is possible to look after large con-
signments but when there are several small consignments afioat
in open lighters scattered all over the harbour, and mixed up
with other miscellaneous cargo, revenue control becomes impos-
sible. Arrangements were made with one shipping company on
the Saigon run to handle such consignments direct themselves.

III.—Op1vum.

The gross revenue collected was $2,900,082 as compared
with $3,466,521 in 1925. The decrease must be attributed partly
to the effects of general business depression partly to a decrease
in population, but mostly to the greatly increased number of
persons who took to the purveying of illicit opium in small
.quantities for want of a more honest way of earning a living.
There is no evidence whatever that there has been any decréase .
in opium smoking in the Colony, if anything the use of opium is
more prevalent than it ever was, the majority of the adult Chin-
ese who come to the-’Colony from China are opium smoLers,
though very few to excess,

Sources of illicit opium.

1. Macau.—The number of seizures of Macau prepared opium
was less than in 1925, but the cheapness of Macau opium stiil
proved irresistible to many comparatively weli-to-do -persons.
Smuggling of Macau opium for consumption in the Colony does
not seem to be definitely organised, casual visitors to Macau or
members of the ships’ crew are commissioned to bring back a
few taels. Delivery is generally made by employing the street
coolies or coolies who work on the wharf, for a small sum to
deliver it to its destination, these coolies know exactly the
movements of the Revenue Officers both uniform and. plain
clothes men, and are very rarely caught, even if they are caught,
they are qui’ce content to go to prison for a few months.
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2. Kwong Chow Wan.—The btk of the prepared opium

.introduced for consumption here originated.in Kwong Chow Wan,
‘this trade is well organised and there.is a considerable capital
-behingd it. The most popular brand. at present is the Double

“K’" brand, put up by the firm of Kung Kei of Chek Ham’ the

.Chinese town in the Frengh territory. .It.is brought into the

Colony .in -large consignments, as soon as the ship comes in,

.which is generally early in the morning, small sampans go off
-and ‘take delivery of sinall lots of 500 taels or so, if the sampan

is ehased the.opium is thrown into the water, as the consign-
ment is at once split up.into several small Jots the risk of seizure
is not great. A certain arnount is dumped overboard outside
the harbour limits, -attached to floats, and it is impossible o
patrol the .wide extent of water through which the ships may

:pass, for these small Chinese owned ships on the Kwong Chow

Wan run are careful to take various routes on approaching the
harbour, after they enter British waters there are many possible
courses which they can take. The only way to deal with,this

traffic would be to compel these ships to take one, course only on

entering British waters. There is a certain amount of evidenca

that in certain cases the. opium is put oft outside British waters
.under the shelter of high islands in the ofting, and once it is safe-

ly on. board a small junk, it is comparatively safe, and small
guantities can be transferred to sampans or motor boats as re-
quired. Only retail quantities required for immediate sale are
kept ashore, the bulk being kept on sampans which are always
on the move, for a few dollars any mistress of a sampan will
store opium or arms for a few days.

‘The recoxd seizure of the year was made by myself personal-
1y on s.s. “Taiszema’’ soon. after her arrival in the Colony from

Kwong Ghow.Wan. .She had been detained by bad. weather and
- 80 arrived in the afternoon. A hiding place had been constructed

by-cutting off part of the. bunker, removing a plate of the cross

-bulkhead,, and fitting it so that it could be easily removed, but

at-the same time look as if it was intact, the bolts passing
through the angle irons having been cut off leaving dummy
‘heads.- The firewood carried in the, hold- against this bulkhead
was specially stowed so as to leave an empty space alongside the
bulkhead, in order to give access to the removable plate; entry
to this space was obtained: by cutting a.trap door through the
floor of the engine-room store room, ‘which was situated
over the space. The opium would have been passed out through
this trap-door. The cargo of fire%vood belonged to the owners of

the ship, this ship had, been.searched several times but the hid-

ing place had. never been discovered. The opium was_packed

. mostly in mat bags. with. rope handles, the bags. were of small

size so that the opium could be at once. distributed into many

.lots. In gertain case the invoices were tucked into the parcels,

these. showed that the best .quality of the prepared opium .cost
$6 a: tael (whether this. was French money or Chinese sub-coin

‘was uncettain) the cheaper brands cost about $8 per tael.
-Amongst this seizure was an unusual .amount of Chinese raw

opium both the common ‘‘Bambgo’ .cakes, .and the kind known
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in the trade as the “‘Pillow’ brand, i.e. in large lumps. It was
mostly packed in kerosene tins containing exactly 400 taels net,
some was packed in small tins of the size of small biscuit tins.
The ship was a very small one, and though it could not definitely
be proved who was reaponslble for having the hiding place con-
structed or the cargo specially stowed, there is no doubt that the
executive officers, who were all (/hmese, must haveée been cogni-
sant of the fact. The chief Engineer and some of the engine
room crew and the Tallymen absented themselves; this is not
conclusive however, their absence may have been for the purpose
of diverting suspicion from persons hlgher up. It is believed
however that persons connected with the owners received freight
on such consignments, as has been proved to be the case in
many former cases, the charge made being from 12 to 15 cents
per tael, The result of this seizure was at once seen in the sale
of Government opium, which suddenly increased 1,000 taels per
" week in the two weeks immediately following the seizure, sub-
sequently falling again as further supplies reach the Colony. In

. one day the price of lower grade illicit jumped up 50 cents per

tael tm

3. Amoy.—Seizures of Amoy prepared opium were rhostly

made on ships bound for the South, but evidence was found

that Amoy prepared opium is beginning to have a sale Here.
Amoy semiprepared opium packed in 25 tael packets in grease-
proof paper undoubtedly found a fair market here, and several
seizures were made from time to time.

4. Kwong Tung frontier.—A considerable amount of Chinese
opiuny, chiefly raw, finds its way into the New Territory, where
little Government opium is sold, though I am informed by the
Distriet Officer that opium mxol\mg has much increased recenbly,
and that small divans are not uncommon, and are under influen-
tial protection in some cases. Women bring raw opium across

the border, or land it from sampans along the coast, 'supplies of .

raw opium being plentiful and quite cheap just over the frontier,
-although there is an.opium monopoly in force there.

Shanghai and Indian opium.,

A seizure was made of the equivalent of three chests cf
- Benares opium packed In twg cases with camphor to suppress
the smell of opium. This was shipped as cargo consigned to
Shanghai, and was seized just as the ship was ready to leave.
Subsequent information received pointed to the fact that this
was part of a congignment of 12 chests which had been sold to
Shanghai, and had been packed up on some junk in the harbour.

The opium was old stock, and probably at least three years old,
it was said to have come from Kwong Chow Wan. This was I~

think undoubtedly the case, as in former years 1 have had the
opportunity of examining a large number of documents dealing
with this trade in raw Indmn opium imported by the Govern-

ment of Kwong Chow Wan. Neither the consignors or consignees.

e
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Were ever discovered, it would however be interesting to know
what arrangements had been made to pass this cargo through
the Customs’ in Shanghai, there were only two cases in the
consignment, so presumably one would have had to be opened
for inspeetion in the ordinary course, when the opium would
have been found at once, as the contents of the cases were balls
of opium only wrapped up in oiled paper. : :

The Philippines and U. S. A.

o "

s

As was perhaps to be expected after the discoveries made
last year and the use made by the local authorities of the infor-
mation gathered here, smuggling to the Philippines was little
heard of during the year, and no seizures. were made of opium
destined for that country. Many indications were found how-
ever that the trade to the United States was very active. A
good many seizures were made. in New York from ships. arriving
from Hong Kong, this is a new_ destination, most of the opium
smuggled in having hitherto gone wid Pacific ports or Mexico.
Stringent steps have been taken at the Pacific ports in Canada
to_prevent opium being introduced, and it has been reported to
me that these meusures have had a good. effect, and that the
smugglers now realise that at present any attempts to smuggle
into Canada are very risky. In former days a good deal of opium
intended for U.S.A. was introduced vid Canada. On, the Pacific
coast the usual method adopted is to dump the opium over-
board, sometimes miles out, and recover it afterwards by means
of small eraft.

An interesting series of documents was found in a search of
a house relating to the import of prepared opium into the U.S.A. |
Accounts were found showing that the fifm here purchased
chests of Indian opium in Kwong Chow Wan had them boiled
down there at an inclusive charge per chest, and sent pre-
sumably to Hong Kong; and finally introduced into U.S.A. and
sold there, the. proceeds. beink remitted to Hong Kong, During
the last six months of 1925 the firm in question had shipped.
17,285 taels of prepared opium to-Seattle. The profit made on,
each transaction seems in each case dealt with: to have been
about 13 per cent, probably the capital invested could” be turned.
over, about five times in the year. The figures for a typical sale
may be of interest, 830 tins each containing five taels $old for.
. $11,114.896, the profit made being $1,577.99.

The following is a detailed account of the cost of 2,0(3'()=fae]s
ready packed at Kwong Chow Wan, and afterwards sent to
Heng Kong en route to U.S.A.. about the middle of December,
1925.." ‘
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Purchase at Kwong Chow Wan of
.2 chests of Indian Opium at

$o 550 each chest ................ “$11,100.00
Ad’gh’monal opium (39 taels) to :

make up 2,000 taels ............. 218.40
Labour and expenses of boiling at ’

$250 each chest .................. 500.00

Cost of 2,000 taels ready packed ... $11,818.40

Among the papers found in this house were various guota-
tions over a period of two months for Indian opium -on’ the
market at Kwong- Chow Wan. The-lowest rate was $5,240 peér
chest, the highest $6,050, prices which were much lower than
those. prevailing in former vears when quotations of over $8,000
per chest were the rule. It was interesting to note that the
market rate hardened as the time came to prépare the orders
from U.S.A. for the Chinese New Year, but that -as soon as
the time became too late to get the opium boiled and packed in -
time to catch a ship reaehm«r U.S.A. just before the new year,
the market price was depressed

From documents examined during the yvear, it appeared that
attempts had been made to introduce prepared Amoy opium into
U.S.A. without any success, the opium-proving unsaleable and
having to be returned or sold at a great sacrifice. “Chinese there
demand prepared opium made from Indian opinm mostly, and
boiled down to a very thick consistency, cemmonly-known as
“Kam Shan’” or Californian opium. Formerly this came almost
wholly from Macau, but the Farmer at Macau recently has had
great difficulty in obtammg Indian opium, and what he does buy
comes from’ Kwong Chow Wan. -So it is eheaper to buy dlrect
in “Kwong -Chow Wan and gét it beiled and packed there in tins
bearing labels which are identical with -those -formerly used by
Macau for. prepared opium specially; packed for export.

Persian Opium.

Few seizures were made of Persian Opium, raw Persian
opium not being in favour here, so much so that it was found
useless to place any prepared Persian opium on sale and the
sale was'theréfore discontinued. .

One seizure was of some interest. ‘A" Greek seaman was
arrested, who *had bought ™7 pounds ‘of Persian row opium in the
Buad ‘in Shang’hax “for ‘gold “$125," the destination of his ship ‘was
U. S A. but it is lmprobable that he cotld have gold it there, he
had been on the run gome’ time and probably thoug‘ht he could
dispose of it here at a profit. The outside wrapping is'6f the cakes
were stamped with the names of one firm at Tai Chow and
another at Shanghai. From the appearance of the usual red
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wrapping paper, the opiuml‘was fresh, and could not have been

landed very long, as the brightness of the red paper very soon--

dulls with keeping. It was probably part of that imported into
Shanghai by the s.s. ““Philadelphia™, as mentioned below.

Persian opium for China financed by a
' Hong Kong firm.

The . headquarters from which the Persian opium smuggling
ship s.s. ‘“Philadelphia’ was managed came to light during the
vear. The papers found on the premises of a Chinese firm
though to some extent fragmentary, threw a good deal of lighs
on the last two trips of this ship from Bushire with opium to
the coast of China. This ship originally flew the French flag as
the *‘Cochin-Chine’’ but wus really Chinese ownéd, 'she was sold

by .order of the Court here for debt in September 1925, her new

owner at once resold her to a syndicate composed of Chinese

merchants, carrying on business in Shanghai, Macau, Kongmoon

and heré. The ship was at once refitted and was despatched on
her way to Bushire for opium in. October 1925. “The svndicate
who' owned the ‘ship chartered her out to another syndicate
nominally, but really the same with possibly a few other friends
added. A separate office was started for the management of the
ship, but this was closed down before the investigation toolk
place, and some of the papers removed to the -premises of the
firm, which. was searched, and which managed the purchase and
disposal of the opium. i

The opium syndicate was composed of several wealthy Chin-
ese merchants who resided in the Colony, several who had busi-
ness in Macau, where another office was maintained, chiefly it
appears to deal with the disposal of the opium, others lived in
Cantoni and the district near Kongmoon, others in Shanghai.
The first consignment left Bushire at the end of November 1925,
the second at the beginning of August 1926. The cost of these
two consignments, over a million dollars, wus remitted through
a Hong Kong Bank to Bombay to the credit of a well-known
Persian merchant of Bushire, who is one of the chief dealers in
o}?ium from whom the recent exports to China have been pur-
chased. '

The financial arrangements were rather involved. The
managing firm in Hong Kong and its branch in Macau took up
& certain number of chests in each consignment, and the cost
was debited to the firms’ account. But each partner was at
liberty to take up a certain number on his own account, em-
piovees of the firms were also permitted to subscribe for as little
as balf a chest, female relations of the parties and friends also
came into the deal, subscribing for a few chests each. ~ The
.noney was collected just as each found it convenient to pay, in
fact in some cases, the balance of the payment was debited
against the profits made on sale. As soon as sufficient money
had been gathered together, and promises obtained to subscribe,
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a definite number of chests was ordered, and tén per cent bargain
money was remitted. The ship was then despatched by a cir-
cuitous route, vid Formosa, where coal was taken on for the
round trip. As soon as the ship arrived at Bushire and was
ready-to load the opium, the remainder of the purchase price
was remitted by cable to Bombay. The ship then loaded the
opium and left, proceeding vid Sabang to some destination un-
known. In each case part of the cargo of opium was destined
for Shanghai, the first cargo was in part certainly unloaded in
the vicinity of this port, as mention was found of an item for
storing 60 chests in the Colony at $20 per chest, and other items
mentioned the expenses of introducing part of the first cargo
into the district near Kongmoon. :

The subscribers probubly never saw.their opium, when it
was safely landed and placed in safe keeping, the firm in Macau
attended to the sale and gave delivery orders, received the money

-and accounted for it to the firm here, paying sometimes direct:
to the person concerned after the firm here had confirmed the
correctness of the account so far as they were concerned. It is
doubtful exactly what profits were made as the accounts examin-
ed were fragmentary, and it was doubtful in many cases exactly
what currency was meant, and whether all the expenses were
included, but enough was clear to make it certain that the profit
was a handsome one provided that the opium was disposed of as
soon as possible after landing. The prices charged for the
opium varied from $1,900 to $2,400, in some cases $100 a chest
was charged for freight, in others apparently the price was in-
clusive. The sale price varied from $3,000 to over $4,000
(possibly in some cuses Canton money).

On her last trip the ship left Sabang at the beginning of
September, and was not heard of for some weeks, till she enter-
ed at Shanghai as coming from the Yangtsze port of Chinkiang;
her crew were discharged in Shanghai and subsequently returned
to Hong Kong being involved in the piracy of the s.s. ‘““Sunning”’
on the way. The ship is now reported to have been sold, and
she left Shanghai recently for Haiphong.

After the search of firm’s premises many of the partners
left the Colony, and the rather fragmentary evidence found
could not be used against the remaining partners, who some of
them at least were in the nature of sleeping partners, sono action
in the Courts could be taken against thé partners. Action was
taken against the person in charge of the premises without
success. At least four of the partners hod been intimately con-
nected with two firms of opium smugglers who were dispersed
in 1923. The action taken in this case may warn the wealthy
Chinese opium speculator that this Government is determined
strictly to observe the terms of the Opium Conventions, and to
refuse shelter to any person engaged in transporting opium intn
Ching. '
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Besides. managing deals in Persian opium on the large scale
this firm was .also - engaged in .smuggling -Raw and . prepared
Chinese opium into the Colony from Kwong Chow Wan and
Yunnan, one of the -partners having important connections
amongst the opium dealers of the chief opium market of South
China, the town of Tung Hing, which is situated mear the fron-
sier of Tongking.

Indian Opium.

Apart from the seizure mentioned above no Indian opium
was found. No information was received which pointed to the
existence of any smuggling of Indian opium direct from India.
The precautions taken in India to control raw opium seem to
have been.quite effective. -The supplies of Indian opium which
are ‘still reaching China, appear to originate wholly in the French
protectorate of Kwong Chow Wan.

. Opium Divans.

“In this the fifth vear of a concentrated attack on divans the
number discovered is practically the same as that for the last
two years. The divan keeper laughs at the sentences inflicted
by’ the Court which are generally a tenth of the maximum fine,
in quite a large percentage of cases he does not trouble to attend
at- Court, forfeiting the bail whieh is generally a little higher
than the fine likely to be imposed. The man who goes to prison
if ‘the fine is not paid, is usually a paid keeper or a coolie who
is past work, or too lazy to work. There is a regular bariff in
the trade, if the man has dependents in the Colony, which is
rare, they are loeked ufter, and the man gets a regular fee when
he comes out based on the length of time he has served in
prison. The factor which decides whether the fine shall be paid
or not is purely a financial one, the actual owner of a divan will
make more money outside.prison, so he pays his fine, but the
master of several divans finds it pays him better for his employee
to serve his sentence, as he can easily fill his place, and give him
some-small compensation on his release.

The campaign ggainst divans has proved absolutely abertive,
there are probably as many divans being operated now as there
were 5. years ago, and the profits have probably increased as the
price of illicit opium has decreased.

Divan-keepers with two- or more convictions were deported
it large numbers, bitt their places were immediately filled. a
divan-keeper could-probably rumn a divan-for some months before
becoming suffietently known, he would then be caught, pay the
small -fine or -serve his sentence, open up again in the same
neighbourhood as before, -and run for-several months before be-
ing caught again. If his business:was sufficiently lucrative to
enable him to pav out ““bush’’-money, he would be assured of a



— B 15—

considerable run, before some person who had not been sufficient-
ly silenced directed the attention of this department to his opera-
tions.

Opium in China.

With the establishment of a stronger Government in the
province of Kwongtung, the control of the trade in opium was
placed on a more regular footing. In former years the taxa-
tion of opium, though universal, was in the hands of the local
military officer, who held sway for the time being in the locality,
and who had to find some means of paying his troops, and
accumulating a nest-egg for himself against the day, never far
distant, when he himself would be supplanted. During the
year the control of opium taxation appears from the documents
examined to have been in process of being regularised. The
system” in force varied apparently from place to place, but
Canton appears to have had some power over the local mono-
poly. A bureau called the ‘‘Bureau for the suppression of
op:um’’ funetioned in most places, and let out various mono-
polies to the highest bidder. The bureau did not themselves
deal in opium. The following types of monopolies were noticed
during the year, (a) import, (b) export, (¢) preparing, (d) selling
raw opium, (e) selling prepared opium, (f) collecting transit
fees on opium passing between various areas. The Monopoly
in any line might be given for a special distriect of a small size,
cr the Bureau might grant the monopoly for the whole district
under its charge to a contractor, who would sublet the smaller
districts to others. Opium revenue labels issued by the mono-
poly of the distriet of Po On, the district conterminuous with
the New Territory, stated that the Government would abolish
opium within 4 years, but the ‘label did not state when this
period would begin to run. This undertaking has not been
noticed on any other of the numerous opium revenue labels
examined during the year.

Tung Hin§ Mart for Yunnan Opium.

Before the raw opium had been submitted to provincial
texation other than transit charges, the ruling market quota-
tion at Tung Hing, the town situated on the Frenech frontier
of Tongking, opposite Moncay, which has become the great
distributing centre for Yunnan opium, was from $1.05 to
$1.10 per tael, the price varied only within small lmits.
Various letters examined mentioned the huge amounts of
orium available at Tung Hing at any given time, about one
million taels seems to have been not unusual. Taxation at
this centre seems to have been rather capricious, and a com-
plaint was noticed that certain merchants paid considerably
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less than others less favoured. Permission had to be bought
t> export large quantities, and at one time 'a suggestion was
made to put a special tax on export for the support of a certain
loeal school. From Tung Hing opium was exported to Swatow
and Canton direct by steamer from the nearest accessible point
on the coast, a considerable trade was done with Macau and
Hong Kong, probably vidé Kwong Chow Wan, since ships from
Pakhoi did not come to Hong Kong owing to the boycbtt.
Hong Kong firms received constant letters from this mart

‘giving miarket quotations. The price of this opium landed safely

»

‘here varied from $1.80 to $2.20 per tael, a common refail
price for cagh was $2.70 per tael, and considerably higher if
credit Wwag given.

IV Dawngerous DRrRUGS.

Only one large seizure of dangerous drugs was made during
the year. Several lines of investigation, which were pursued
failed to regult in any success, there was undoubtedly some
dealing in dangerous drugs going on loeally, but it is probable
from the enquiries made that they were more in the nature of
sinugglers elsewhere seekihg to find a market for goods stored
elsewhere.

In one case a small quarntity of eocaine was seized packed
with other goods, which had eome from Japan, the premises for
which the consigrimeént was intended were searched, and it was
proved that the cocaine was intended to be put up in small
quantities in envelopes, the actual destination was not very
plain, but there was some indication that business in drugs had
been conducted through the letter-post with the Philippines.
Full details of the cargo and the name of the Chinese firm in
Japan from whom ‘the goods came were forwarded through the
vsual channels, but nothing further has been heard about the

matter.

Several attempts weére made to intercept coeaine from Japan
én route to Caleutta, but only small ‘quantities were found.
The $mall amounts found were probably only samples which had
beén placed nesr at hand in 'more easily accessible’situations.

The 6nly large seizure was that of 8,200 ounces of heroin,
‘which was despatched from Zurich wid Marseillés as passengers
baggage, the intention was to get the drugs landed in Shanghai,
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and it is believed that a large amount of drugs had been in
this way ihtroduced into Shanghai. A Japamese who was
travelling with the drugs was convicted and sentenced to 5
years imprisonment. He had been resident for a year in
Shanghai and only remained in Europe long enough to make
arrangements for shipping this consignment, it is probable that
he was acting for undisclosed principals.

V.—ARMS.

The seizures of arms were less than in 1925, there is every
reason to believe, however, that the smuggling of arms has
continued on much the same scale. Very few arms came from
U.S.A., the majority being of European manufacture. The
supply of second hand Mauser and Luger pistols from Germany
does not appear to be near exhaustion yet, and these formed
the bulk of the arms seized. Ammunition for these automatics
is, however, more and more coming from France where it is
specially manufactured. From information which came to hand
there is a probability of Belgium resuming her former place as
one of the chiet sources from which arms were obtained for the
illicit arms trade in China.

VI.—S1aFF.

Mr. J. A. Fraser was transferred to Tai Po early in
February, and in March Mr. Kennedy-Skipton was posted to
take his place as Assistant, he left in October, and was replaced
by Mr. W. J. Carrie from leave. Mr. H. A. Taylor was on
leng leave during the greater part of the year and during his
absence I managed the opium factory in addition to my other
duties, Dr. Lubatti, Assistant Government Analyst being lent
t> this department to undertake the work of the laboratory.

Revenue Officers Grimmitt and Brown were on long leave
during the year.

The whole of the department moved into the new offices
in the Fire Station Building during December, and the work
of settling in was completed before the end of the year.
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It was found possible to reduce the staff employed at the
Opium Factory, vacancies were not filled up, and at the end
of the year two overseers, three packers and one cook were
discharged. The staff remaining is considered sufficient to
cope with the future demand for Government prepared opium,
since owing to the policy of progressive reductions of supplies
adopted by India, the amount prepared here must graduatly
" decrease. The number of salaried retail agents was consider-
ably reduced, in accordance with the decrease in sales cf
opium.

J. D. LLOYD,

Superintendent.

16th February, 1927




Table I.
Return of Liquor duty Collected during the ‘year 1926.

European Type Liquor.

Class of Liquors, Gallons. Amount of Duty
collected.

‘ . $ c.

Ale, Beer, and Stout .............. 269,700 . 107,879.62
Brandy ....ocooviiiiiiiiiiiiniin. 10,841 65,045.70
WhISKY cvvoveveerereecneieeenennnnens 18,426 110,553.32
G eveerrriee e, ‘ 8,499 50,996.50
RUM oo 1,482 8,888.98
Champagne and Sparkling Wine 2,079 20,787.50
Claret . .c.viceiciiiiiiiiiiiiie, ' 4,774 18,182.88
Port Wine ...ocecvvvieiiviiiinninnn.. 5,579 22,815.82
Sherry ....... e 2,041 8,164.34
Vermouth ....oooooeveriiiiiiinniinn.. 4,098 12,293.14
LAQUEUT .eeeereeeinrenennneinnenaennenns , 1,628 16,279.11
Spirits of wine .........cceeeeeiiil Lo 237 1,494.16
Miscellaneous ...........coccevenane : 8157 24,054: 11"
Difference on Overproof .......... aes i 1,300.08

-
Total ......... l $463,234.76
Table IE.

Return of Liquor duty Collected during the year 1926.

Chinese and Japanese Liquor.

) ' ‘ Total
L_lqpors .| Amount of Imported Amount of Amount of
distilled duty liquor duty dut
locally. collected. quor. collected. ¢ “1 %{ed.
gallons. $ gallons, $ §
Not more than
239, of alcohol :
by weight ..... * 625,255 | *326,425.47 | 349,672 | 233,401.88 | *559,827.35
26%-35% ,, 25,502 22,104.28 59,326 58,067.00 80,171.28
86%-45% 1
and above ...... 871 867.74 56,719 71,737.54 72,605.29
8ake ..eoceres meee 4,399 3,671.28 3.671.28 .
Difference  -on ) :
overproof ...... s 34 s 48.38 48.72 N
Total..... ... *716,323.92

Note —Fractions of a gallon are not shown in this table.

*Includes, 105,678 gallons — $19,728.03 duty collected and paid
into the Treasury by the District Officer, North,
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Table ITI.

year 1926.

Srummary of Revenue Collected from Liquor during the
Duties on European Type Liquor ......... $ 463,234.76
T ,, Chinese and Japanese Liquors *716,323.92
Licensed Warehouses Fees ...........oco.o.s 6,562.50
v . Overtime Fees ...... 184.00
Arrears of Liquor Duties-............. e 2,500.00
Total ............... $1,188,805.18
Refund of Liquor Duties ............coco.... 2,492.63

*$1,186,312.55

*Includes $19,728.03 duty collected and paid into The
Treasury by The District Officer, North.
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o Table V.
Total amount of Prepared Opium sold during the year 1926.
Bengal .................................. 195,187.6 taels ‘
Persian .oooviriiiiniiiieieiienannns 87.0
T Table VIA.
Statement of Opium Transhipped during 1926.
!
Persian Turkish Total
chests. chests. chests.
From Marseilles .......... T 100 100
., Bombay ... vl 350 o 350
Total..... ..ociueen.s 350 100 450
: |
[ . b
! Persian.  Turkish . Total
i chests. chests. chests.
¥ j .
; |
To Kobe ..o, ! 50 | 50
| ! )
» Keelung..........cooooeennn. oo 150 50 . 200
: j
: |
» Dairen ...ooooooiiiiiii | 200 | ‘ 200
1 ‘ |
Total........ — 350 1 100 | 450
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Table VIB.

Statement of Opium in Transit during 1926.

Persian | Turkish | Benares| Total
chests. | chests. chests. | ehests.

— | _
From Calcutta.................. 50 50
,, Port Said ............... 50 190 o1 240
,, Marseilles ............... 13 13
Total.......occ..... 50 203 50 303

g Persian _jTurkish ! Benares | Total
: chests. ; chests, } chests | chests.
| ]

To Kobe ....c.occvvrirmmnnnnnn. : | .50 50
,» Yokohata .............. o i 113 ! 113
R T J J | 50
» Keelung.evvewvseeovuenes 50| I 50
., Dairen ...l ’ ‘ 40 f 4Q

Total......... J 50 ; 203 ‘ 50 | 303
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N Table VII.
CONTRABAND SEIZED.

Opr1umM.

*Prepared ........eoore.... e, 34,205 taels

B R AW ottt e 17,007.8 taels
Arwms.

Automatic pistols and revolvers .......... 415

Shot gun ..o 1

Machine gun ..o 1

Ammunition ... 22,861 rounds

Empty cartridge cases ..................l. 10 sacks
Toracco. i

Furopenn . 6 pounds

Chinese .....cocoocvviiiiiiiiiiieieieinnn, feens 143 pounds

Cigarettes ... liiiiiiinineen., ... 49,692

Cigars  ...ooiiiiii e P 804
T.1QUOR.

Chinese Spitits ....cooveviiiiiiiiniiinne 363 gallons

Ruropean Wines and Spirits ............... 10 gallons
Exprosives. -

Dynamite ......ocooiiiiiiiii e, 297 sticks

GURPOWAET i, 1231 pounds
Dancrrovs Druas.

Cocaine  .....coevevinnan, e areiree e, 132 ounces

Heroin oo, s 8,200 ounces

*Excluding small quantities seized in numerous cases by
the officers engaged on .the suppression of divans,



Table VIIL

et

CONVICTIONS OBTAINED.

(a.)~—Opium Ordinance.

Divan Smok- o | Possess. | Forged, - -

keeping. ing. Boiling. jon. |Labdls | = Tot«l.
Hong Kong, ..... 1011 | 3318 51| dss| ) 4,854
Yaumati, ..ol 586 | 1,807 871 ‘291 - 2| 2,703
New Territory,...| , 10 21 5 10 —_ 46
Grand Total; «....| ~ 1,607 | 5,146 143 699 | 8 - 7,603

(b.)—Tobacée’ Ordinance.
34

{e.)—Lignor Ordmauce
Hong Kong.i...opevueenns P 16
New I‘errltoxy ........ eertrernrieeeenans 3
(d.)—Gambling Ordinance.
13

(e.)— Arms Ordinance.
9

(f.)—Dsangerous Drugs Ordinance.
} e

r1

Table IX.

Classified List of Opium Seizures 1926.

Number of  Taels
Seizures.  Seized.

Prepared Opium, Chinese ............coovevninnnn, 1,661 4,508.45
'y Macao ...oiiviiiiiin 101 2,149.48

. Kwong Chow Wan ......... 59 8,809.83

vy Amoy | Lomee.nol s 19 23,702.80

Hong Konfr ................... 27 20.21

Opium Dross all klnds ......... TR, e 126 276.56
Dross Opxum by eeereeeieeereeeeiaeenaes 188 60.27
Raw Opium, Chinese ................ i, 177 15,085.50
vs Bengal ...l : 1 5,304.00

. Persianl  ..oiiiiiiiienienaenn, 9 222.05

_ Pints scized.
Opium Solution ......... e, ceeee. 161 222 2/3



Table X.

.. TFines and Forfeitures collected by the Courts under Opmm
Liguor and’ Tobacco Ordinances.

Hong Kong Magistracy ................ $72,670.55
Kowloon: Magistracy ................... 24,092.90
District Office, North ................... 1,160.00
District Q&ice South .................. 1,443.42
$99,366.87
T’abl’ef m;
) Rewards Paid. _ ’
For Opium, Drugs, L‘iqu\er and: Tobacco ...... $69,085.53
"Pable XIT.

Importation of Dangerous Drugs during the year 1926.
Tinet Opium ...l 50 1bs. 13 oz.
Opium Powder and Preparations: centaining ...... 3 1bs. 6 oz.
Nepenthe ..........icccooiiiiiiiiii i 12 1bs:
Preparations containing Morphine ................... 2,613 graing
Preparations. containing. Heroin. ................ .... 676 graing
Preparations containing Cocalne ..................... 276 grains
Morphing: Selta ..., 42 oz,
Cogaine Salfs. .......... e s 75 oz.
Herom Hydrochloride ...............ccccomveveeinne... 7% oz.

Pable XI1I.

Staff Changes.

Resigned Dismissed Invalided Died
Chinese Revenue Officers 5 3 1 1
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