i

KFEER
BEELE -

Mr. William C G KO

Director of

Water Supplies.

CE g0 sy Ko IR > TR0 T 7R D40 HE T A S22 i B 2 1
o 8 IR SR ) RS A o BB R B DR | L

| assure you that we shall pursue our vision of ‘excellence of service’
with the same unfailing dedication and team spirit which are the
driving force of the Water Supplies Department.
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DIRECTOR’'S

MESSAGE

OUR WATER SUPPLY — PAST AND FUTURE

Last year we celebrated 150 Years of Water Supply in Hong Kong. Activities held to mark the event offered
the opportunity to draw a good deal of public attention to the importance of water supply, which is so vital
to their daily lives.

We began with only a few wells supplying a small number of people. Today, we provide some 6.8 million
people with quality water supply services using the latest technology, equipment and facilities.

Many challenges were met in the course of our work, and solutions found for them through foresight, ingenuity
and design skill of our predecessors. As we reflect on the past, we are also aware that there will be new
challenges in the changing patterns of demand in Hong Kong’s dynamic social and economic environment.

| am pleased to present my first report as the Director of Water Supplies (DWS) and assure you that we
shall pursue our vision of ‘excellence of service’ with the same unfailing dedication and team spirit which
are the driving force of the Water Supplies Department (WSD).

In furthering this goal, we have embarked on a number of new initiatives while dealing urgently with some
matters of current concern.

ADVISORY COMMITTEE

Formed in April 2000, the Advisory Committee on the Quality of Water Supplies (ACQWS) continues to play
a key role in advising us on the water quality and supply issues. With the expiration of the first two-year
term of the Advisory Committee in March 2002, four members retired and six new members were added,
expanding the Committee from 15 to 17 members and widening its public representation. Mr Kenneth
H Fang, Chairman of the Hong Kong Productivity Council, was re-appointed Chairman of the Committee,
and I, as DWS, was also re-appointed Vice-Chairman. | wish to express my admiration to all Committee
members for their great contribution in the past two years.

TAP WATER QUALITY

The fresh water supplied by WSD fully complies with the guidelines set out by the World Health Organization
(WHO), but there are some customers who face the problem of discoloured water. This problem, we have
found results mainly from poor maintenance of internal plumbing systems in buildings, and we are giving
it immediate attention.
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With the endorsement of ACQWS, an action plan has been drawn up to help remedy the situation and restore
full public confidence in the high quality of water from their taps. This entails collective effort on the part
of customers with the help and support of WSD. The entire programme is designed to improve the conditions
of plumbing in buildings and raise customers’ awareness of the need for proper maintenance of piping and
water tanks. On the advice of ACQWS, the first stage of the programme, which essentially focuses on publicity
and public education, commenced in early 2002. To encourage building owners or their agents to take good
care of the plumbing systems in their buildings, a voluntary Fresh Water Plumbing Quality Maintenance
Recognition Scheme will be launched in July 2002.

DONGJIANG WATER

Even though there has been a lot of work done to protect the quality of Dongjiang water in the last few years,
the matter remains one of the primary concerns of the public. In response to this, a delegation of ACQWS
made a second visit to Guangdong Province in September 2001 to have a first-hand overview of the progress
of the “Dongshen Water Supply Improvement Works” project. The delegation was highly impressed with the
strong commitment and tremendous efforts made by the Guangdong authorities to combat pollution and
improve raw water quality. Being the major component of the project, the first stage of the closed aqueduct
is scheduled for completion by the end of 2002. The expected improvement in water quality will help to
further ease public concern.

COVERAGE AND CONSUMPTION

Nearly all the people in Hong Kong (99.9 per cent) are now supplied with piped fresh water. About 80 per
cent of the population receives sea water for flushing. In 2001, the average daily consumption of fresh water
was about 2.57 million cubic metres while sea water used for flushing came to 0.65 million cubic metres
a day. Domestic fresh water consumption rose steadily in the year in line with population growth whilst
industrial use of water continued to decline.

PERFORMANCE

WSD continued to achieve a very high standard of performance during the year as shown by the key
performance indicators in the next chapter. The number of civil servant staff strength in April 2002 was
brought down to some 5 085, a decrease of 9 per cent compared with last year while the number of customer
accounts grew 2 per cent to 2.49 million.

MAJOR WORKS

Construction of the Tai Po Water Treatment Works, which has an ultimate daily capacity of 1.2 million cubic
metres, is being carried out in stages. The first stage of the treatment works with a capacity of 250 000
cubic metres per day will come on stream in 2003.

Work continues also on the replacement and rehabilitation of the first 350 kilometres of water mains. It started
in December 2000 and will be completed by 2008.

CHARGE CONCESSIONS

In view of the current adverse economic situation, water and sewage charges payable by registered customers
will be reduced for one year. In the long term, however, it is our intention to bring the water charges closer
to production costs. With heavy subsidy by the government, Hong Kong people pay less for water than any
other places in relation to their household expenditure.
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B HEE EFHE @E2002638318 1)
Total Average Daily Consumption Number of Accounts (as at March 31, 2002)

(BE2QFEH) (Million liters/day)

4B m &% m £
Year Fresh water Sea water Year
2001 2,574 647 3,221 2002 2,486,195

2000 2,525 633 3,158 2001 2,434,498

1999

2,495 580 3,075 2000 2,343,148

1998 2,509 546 3,055 1999 2,264,925

1997 2,502 542 3,044 1998 2,200,137

1996

3,040 1997

2,535 505 2,158,716

1995 2,518 436 2,954 1996 2,118,845

1994 2,528 389 2,917 1995 2,075,186

1993 2,508 353 2,861 1994 2,023,132

1992 2.430 347 2,777 1993 1,054,697

EFFICIENCY GAINS

Noting the success of WSD on-going efficiency improvement, the government has decided that we should
continue to operate under the present structure subject to a further review in 2004. Meanwhile, our Efficiency
and Productivity Improvement Committee (EPIC), which is the driving force behind the programme — fully
supported by staff at all levels — has come up with many more new initiatives including the use of new
technologies, equipment and materials and streamlining work procedures. | firmly believe that with the full
support of all staff, the target savings of $300 million or ten per cent by the end of 2003 will be achieved.

CUSTOMER SATISFACTION

We are very pleased with the continued high customer satisfaction with our services as expressed in regular
customer opinion surveys carried out. This reinforces our commitment to continuous improvements in
customer services and operational efficiency.

NEW SYSTEM AND STRUCTURE

We have invited tenders for the comprehensive Customer Care and Billing System (CCBS), which integrates
a number of features within a one-stop shop concept. Apart from all the billing and collection functions, it
will handle such tasks as service applications and processing, customer complaints, and service order
processing. When the system is fully commissioned in 2004, it will make a quantum leap in the provision
of customer services and productivity improvements.

To strengthen our customer-focused culture and implement the CCBS, we will reorganize our corporate
structure on September 1, 2002 by creating a Customer Services Branch bringing all customer service
functions under one Assistant Director. The restructure will also include the re-grouping of the existing five
operation regions into four regions.
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INTERNATIONAL AND LOCAL RECOGNITION

In recognition of our achievements in providing quality customer service and public relations, we once again
gained a number of international and local awards during the year. On the international front, the video
highlighting WSD’s work was awarded the top prize of the Audio and Visual Category of the International
Water Association (IWA) Public Relations Award 2001. Locally, our celebratory activities of the 150 Years
of Water Supply in Hong Kong won a public relations award presented by the PR Week, a renowned
international PR magazine.

We were also pleased to receive the Gold Award in the “Most Informative” Pledge and the Bronze Award
in the “Best Overall” Pledge in the Performance Pledges Award 2001 organized by the government. For
customer service, WSD was presented with the second runner-up prize of the Customer Service Excellence
Award Scheme among the 28 entry government bureaux and departments. These awards, of course, give
no reason for complacency, but encourage us to devote greater efforts to serve the public.

A VIEW TO THE FUTURE

Looking to the future, in support of the government’s pledge for further efficiency improvement, our prime
focus is on delivering a value-for-money quality service by looking for new ways of doing things and innovative
ideas and by re-setting our priorities in line with changing circumstances. We will continue our negotiation
with the Guangdong authorities to secure a reasonable price of raw water and more flexibility in the water
supply quantity. We will also keep a close watch on the development of potential water sources such as
wastewater recycling and seawater desalination.

In dealing with the network leakage, we will keep on extending the pressure management scheme and
adopting latest technology to cut down on the water loss. To increase our service quality and efficiency, we
are also implementing new IT systems which will be in place within the next few years. In pursuit of our
policy of public openness, we will step up publicity and education to make our operations more transparent.

ACKNOWLEDGEMENTS

In these trying economic times, we are continuing to make good progress in the provision of cost-effective
quality service. Our achievement is no doubt founded on the total contributions of our conscientious and
dedicated staff at all levels and the unfailing support and understanding of the staff union leaders. | wish
to extend my heartfelt thanks to all of them. | would also like to pay tribute to my immediate predecessor,
Mr Hugh Phillipson, for his leadership and contribution to reinforcing the staff communication and relations.

Indeed, the years ahead will be even more demanding and challenging for the public sector, but I am fully

confident that through the united efforts of all staff, we will continue to live up to the faith shown in our services
by the customers.

\M
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William C G KO

Director of Water Supplies
June 30, 2002
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