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Total Water Management Programme reinforces our
ongoing commitment to provide a continuous and
wholesome water supply to maintain the health and
quality of life of the Hong Kong people in a
sustainable and environmentally friendly manner. 5
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SARS

One of the most challenging and
testing tasks encountered during the
year, not only in Hong Kong but widely
elsewhere, was the sudden outbreak
of SARS (severe acute respiratory
syndrome) in early 2003. The WSD
gave swift support to the government’s
decisive and effective actions in
combating the spread of the new
disease by ensuring that there was a
continuous supply of water for
cleaning and hygienic purposes. | wish
to express my heartfelt gratitude to
those staff at frontline operations

for their contributions to the fight
against SARS.

WATER IS LIFE

The tragic events of the SARS
outbreak underscore the fundamental
importance of clean and wholesome
water to our lives, to the well-being of
the community as a whole, and to the
economy. Indeed, it supports our daily
lives from dawn to dusk all year round.
To protect and conserve this
renewable but limited resource, the
government recently promulgated the
Total Water Management Programme.
This reinforces our ongoing
commitment to provide a continuous
and wholesome water supply to
maintain the health and quality of life
of the Hong Kong people in a
sustainable and environmentally
friendly manner.

EFFICIENCY AND
PRODUCTIVITY

With the total cooperation of all staff,
we were able to exceed the ambitious
efficiency target of reducing 10 per
cent of our baseline expenditure by
2002/03. The Efficiency and
Productivity Improvement Committee
(EPIC) continues to be in the forefront
of our efficiency improvement
programmes. Ten new measures were
introduced during the year, including
the use of modern technologies,
reorganization and outsourcing of
existing services. Through the 95
measures taken so far, we have
achieved cumulative annual saving of
$309 million (10.3 per cent) over the
past three years.

EXPENDITURE ENVELOPE
In line with the government’s drive for
further efficiency, we continue to
embrace challenging cost saving
targets. As from 2003704, an
Operating Expenditure Envelope plan
has been introduced to reduce the
resource allocation by a total of 4.8
per cent in four years to 2006/07. An
initial deduction of 1.8 per cent, or
$97 million, has been made from the
baseline of the 2003/04 allocation,
and one additional per cent
deductions will be made in each of the
following three years. These targets
have been incorporated in our overall
strategy to continuously improve our
service and productivity.

PERFORMANCE

Despite all difficulties and changes in
the year, we achieved high customer
satisfaction with our service and
excellent standards of performance as
demonstrated by the regular customer
opinion survey and key performance
indicators. The number of customer
accounts grew by 2.4 per cent to 2.55
million while the number of civil
servant staff strength in April 2003
was further decreased to 4 932, a
reduction of 3 per cent on the
previous year.

ACQWS
Since its establishment in 2000, the
Advisory Committee on the Quality of
Water Supplies (ACQWS) has played a
key role in the monitoring of our water
quality, thereby contributing to a
greater public awareness and
confidence in our works. Led by Mr
Kenneth H. Fang, the Chairman, a
delegation of ACQWS made a third
visit to the Guangdong Province in
October 2002 for an overview of
progress of the Dongshen Water
Supply Improvement Works project
and the pollution control measures
taken. | am deeply grateful for the
ACQWS members’ valuable
contributions and efforts.
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TAP WATER QUALITY

The quality of fresh water supplied by
WSD is fully in conformity with the
World Health Organization (WHO)
guidelines, and is one of the best
standard in the world. However, due to
the inadequate maintenance of the
internal plumbing systems in their
buildings, some of our customers are
plagued by the problem of
discolouration of the water at their
taps. With the endorsement of the
ACQWS, we began the first stage of
an action plan in early 2002 to
educate the public, our customers, on
how to deal with this and thus restore
their full confidence in the quality of
water. As an essential component of
the programme to promote good
maintenance of plumbing in buildings,
the voluntary Fresh Water Plumbing
Quality Maintenance Recognition
Scheme launched in July 2002 has
been a great success with an
encouraging public response. A
certificate, which is valid for one year,
is awarded to recognize a building as
complying with the Scheme. A total of
192 certificates have been issued at
the end of March 2003. At present,
the number of certificate awarded
has reached 475 benefiting nearly
110 000 customers.

DONGJIANG WATER

The completion of the first section

of the closed aqueduct on January
18, 2003 was an important milestone
for the improvement of the quality of
Dongjiang water. As the major
component of the Dongshen Water
Supply Improvement Works Scheme,
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the first section of the closed
aqueduct is designed to bypass 70
per cent of the pollution. Since then,
there has already been marked
improvement in the raw water quality.
The whole closed aqueduct was
commissioned on June 28, 2003
and the further improvement in water
quality had, as expected, boosted
the public confidence in Dongjiang
water quality.

COVERAGE AND
CONSUMPTION

Piped fresh water now reaches nearly
all the people (99.9 per cent) of Hong
Kong. While 20 per cent of them
continue to use fresh water for
flushing, about 80 per cent of the
population receives sea water for
flushing. For the rest of the small

number of people in the remotest
areas, potable water has been
supplied to six more villages. Work is
in progress to bring potable water to
18 more remote villages. Due to the
debate in the community over the
justification and value of these
projects, the plans and programme for
water supply to the remaining 19
villages are being reviewed.

In 2002, the average daily
consumption of fresh water amounted
to some 2.6 million cubic metres and
that of sea water was 0.64 per day.
Due to the outbreak of SARS, there
has been a sharp rise in fresh water
consumption from March to June
2003. As a result, we expect
domestic consumption in 2003 to be
slightly higher than our original
forecast.
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CONCESSIONS AND
WATER TARIFF

After the expiry of the one-year special
concession in water and sewage
charges at the end of March 2003,
the government introduced an
additional 4-month concession
commencing from August 2003 to
ease the financial impact due to
SARS. As a result, there has been an
all-time high government subsidy on
water supply last year, which was
$4.7 billion. In the long term, the
policy on subsidy on water tariff
should be reviewed to ensure the
sustainability of water supply.

NEW IT SYSTEM

Recognizing the important role of
Information Technology (IT) in our
continuous improvement in efficiency
and services, we have made huge
investment on new and powerful IT
systems in accordance with our
Information System Strategy Plan.

A milestone of our IT system
development was reached in February
2003 when the contract for the $185
million Customer Care and Billing
System (CCBS) was awarded for
completion by the end of 2004. This
coupled with the introduction of other
major IT systems in the coming few
years will surely cement our position
as an efficient and customer-focused
water utility.

NEW CORPORATE
STRUCTURE AND
CULTURE

We are acutely aware that the
development of both the
organizational structure and culture is
the fundamental building block for
transforming into a customer-focused
water utility. As a result, a new
corporate structure with principal
focus on delivery of excellent
customer services was introduced in
September 2002. A new Customer
Services Branch was formed to
oversee all customer service
functions. This ties in well with the
implementation of the new CCBS. To
offer innovative solutions to our
service delivery, we have reengineered
our business processes and reviewed
our policies and procedures for
provision of customer services in
conjunction with the system design
of CCBS.

As winning staff’s support and
understanding is central to any
successful launch of organizational
and cultural changes, significant
emphasis has been placed on
fostering open and frank staff
communications in the new Customer
Services Branch. This included holding
change management workshops and
open discussion forums, and setting
up a voluntary informal staff club. The
encouraging support for the changes
has provided a solid foundation for our
search for further innovations.
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MAJOR WORKS

PROGRESS

The first stage of the Tai Po Water
Treatment Works with a daily capacity
of 250 000 cubic metres has been in
service since June 2003. If the
demand goes up, the daily capacity of
this treatment works can be uprated
to 1.2 million cubic metres. As part of
the massive 20-year programme of
replacing or rehabilitating some 3 000
kilometres of water mains, work is
progressing as scheduled on the
replacement/rehabilitation of the first
350 kilometres of water mains started
in December 2000 for completion

in 2008.

PILOT SCHEMES

As an integral part of the government’s
Total Water Management Programme
to promote greater water efficiency,
we have launched a pilot plant study
on sea water desalination using
reverse osmosis technology to
formulate the long-term development
strategy of sea water desalination in
Hong Kong. Another essential element
of the Programme is the pilot scheme
on reuse of treated sewage effluent.
The proposed tertiary Ngong Ping
Sewage Treatment Plant is under
construction and will be
commissioned in 2005 to supply
treated sewage effluent for flushing
and possibly landscape irrigation at
the cable car terminal and the public
toilets at Ngong Ping.
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3R WORLD WATER
FORUM

| was privileged to represent the
government at the Ministerial
Conference of the 3rd World Water
Forum held in Kyoto, Japan in
March 2003.

It gave me a great and unique
opportunity to meet senior officials
from all over the world and gain an
insight into the latest development of
the global water scene. With the
growing concern over the long-term
effects of climate change on water
resources, substantial efforts have
been made by many countries in
diversification of sources of water
supply, exploring sustainable sources
such as sea water desalination and
effluent recycling, increasing water
efficiency through water conservation
and reduction of water loss through
network leakage. This reaffirmed that
we have been on the right track in
addressing our water resource
development.

LOOKING AHEAD
Undoubtedly, WSD will face further
significant challenges in the coming
years in particular the increasing need
for cost savings. | believe that the
improvements and progress achieved
in the past few years have provided
the essential platform from which
these challenges can be met.
Continual focus will be placed on
negotiation with the Guangdong
authorities on raw water price and
flexibility in water supply quantity. In
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addition, we shall continue with our
efforts in streamlining our work,
further improvement in water quality
and cutting down the network leakage
in line with the international best
practice.

STAFF EFFORT

The past year has been one of many
tough challenges and considerable
changes, in which our staff at all
levels, as always, have given their
wholehearted efforts, and have
produced excellent results. | am
pleased to record my great
appreciation of their excellent efforts
and contributions in the year. Indeed
their support and professionalism
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Director KO presenting a souvenir to Mr WANG Shucheng, Minister of Water Resources of PRC
at the Ministerial Conference of the 3rd World Water Forum.

have been the foundation on which we
have sustained our reputation for
efficiency and innovation in serving
the public for the past some 150
years. With such dedication and
commitment, | am sure they will
continue to provide the highest level
of services and be rewarded with the
overwhelming support of the public.
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William C G KO

Director of Water Supplies
June 30, 2003



