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Water is essential for life and is also a scarce commodity of
increasing value. The lack of usable water worldwide has made
it more valuable than oil. Some of the world's largest investors
have identified water as one of the commodities they expect to
appreciate most over the coming decades.

It is against this background that the Water Supplies Department
operates and works to ensure that Hong Kong has an
immediately accessible, reliable and adequate supply of water to
meet its residential, commercial and industrial demand.

This annual report shows that the past year has been one of facing
challenges and creating solutions. Whether we are dealing with
supply systems, treatment facilities, water meters or bill payments,
our focus has been on maintaining efficiency and reliability to
enable delivering our service at a fair and acceptable cost. Asa
result, Hong Kong's seven million residents have ready access to
quality water at a price that has not increased in 11 years.

New Supply Agreement

Some 70 to 80 per cent of Hong Kong's raw water supply is
piped across the barder from Guangdong province. Many
months of negotiations between Guangdong and Hong Kong
authorities on a new water supply agreement were successfully
concluded in April 2006. The resultant agreement covers Hong
Kong's expected water supply requirements through to at least
2008. It also contains a key change from previous agreements:
Hong Kong is no longer required to take a fixed quantity of
water from Guangdong irrespective of our own water supply
situation. Instead, the new agreement allows Hong Kong to
specify, on a monthly basis, the amount of water it needs. If
our reservoir storage is adequate, less water will be taken from
Guangdong. If reservoir levels are low, larger quantities of water
will be piped in to replenish our stock.

This agreement enables both Hong Kong and Guangdong to
more efficiently use water resources to the benefit of the entire
population of the Pearl River Delta. Water that is not required to
meet Hong Kong's demands can be diverted to serve other cities,
towns and villages in Guangdong.

The cost of our Guangdong-sourced water supply has also been
reduced under the new agreement. This will result in a saving of
HK$105 million over the next three years.
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Water Supplies Department
operates and works
to ensure that Hong Kong
has an immediately accessible,
reliable and adequate supply
of water to meet its residential,
commercial and
industrial demand.
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The agreement covering the water supply to Hong Kong in the
years to come gives us a clear opportunity to plan for long term
demand scenarios. Hong Kong is competing with the growing
population of southern China for the limited water resources. It
is our responsibility to identify realistic alternative sources that we
can utilize in the future.

As a result, we have commissioned a study to identify the long-
term strategy we need to better utilize different water resources
and to manage them in an integrated manner. Our Total Water
Management programme covers the key elements of new water
resources, water reclamation, conservation and protection. Future
resource options include large-scale desalination and recycled
water schemes. Our goal is to be prepared for less reliance on

the Guangdong source and to create reliable, and sometimes
innovative, sources within Hong Kong.

Customer Services and Departmental Efficiencies

We continued to provide Hong Kong with an uninterrupted water
supply throughout 2005 during which the city consumed 968
million cubic metres (mcm) of water. Another 263 mcm of sea
water was used by 80 per cent of the population to flush toilets.

We focus on the quality of our water at source, along delivery
and distribution routes and in our quest for alternative sources
of water. The Advisory Committee on the Quality of Water
Supplies (ACQWS) has played a key role in this area both within
Hong Kong and in visits to and discussions with the relevant
Guangdong authorities during the year.

The Department has continued to improve standards of customer
services and enhance operational efficiency. Easily accessible fresh
water is a utility vital to a healthy lifestyle and our well being. It

is important that customers understand both the product and its
cost. With that in mind, we have refined our customer care and
billing system. Rolled out in end 2004, the system went into full
production in 2005. Initial inquiries from the public over the new
billing system threatened at one stage to overwhelm our staff.
However, by temporarily adjusting the level of manpower required
to support the system, we achieved a steady improvement in our
services. We plan to further refine the system and instil greater
user confidence in its applications.
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Over the past six years, the Department has experienced staff
reduction of over 20 per cent staff. Departmental budgets

have similarly been reduced while greater efficiencies in the
range and quality of services we deliver to the public have been
introduced as a result of our active pursuit. A large percentage
of our enhanced efficiencies is the result of technological
improvements. Our Laboratory Information Management System
is just one example of the wave of new technology we have
applied to improve quality management of water supplies. A new
Maintenance Works Management System enables us to digitally
approve and monitor maintenance work that is undertaken at

all assets, building a valuable archive that can be accessed for
benchmarking and performance monitoring.

We are continuing to study the adoption of the public-private
partnership (PPP) approach. The scheme we are considering
involves the in-situ reprovisioning of the Sha Tin Water Treatment
Works. A special consultative committee which includes staff
representatives has been formed to enhance communication with
staff to ensure their concerns are adequately addressed.

Securing the Future

As a department we are forward looking, constantly seeking
improvements in the services we provide and innovations in the
ways we will need to handle future demands for water. | am
confident that our approach to future water supplies through
identifying alternative sources and enhancing conservation
efforts is on the right track. We are looking into best practices
adopted by countries and cities around the world particularly for
desalination and water reclamation.
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We are also seeking to adopt the new Guidelines for Drinking
Water Quality set by the World Health Organization in 2004.
A water safety plan that closely follows these guidelines and
monitors the quality of water from source through treatment
to tap has been formulated. Our close relationships with key

mainland authorities — the Environmental Protection Bureau of
Guangdong Province and the Guangdong Provincial Department
of Water Resources — help validate cross-border cooperation and
monitoring.

In addition, we have undertaken a programme to replace over
one million water meters that are over 12 years old. The new
meters will provide us with more accurate readings of water
consumption within households, enabling us to reconcile supply
with due revenue. We are also continuing to upgrade our
information systems with particular emphasis on enhancing
efficiencies over the coming year.

Our achievements are the result of the combined efforts of our
highly competent staff in the Water Supplies Department and the
many partners we work with from both the public and private
sectors. People from a range of backgrounds readily impart
knowledge, offer expertise and share experiences to ensure that
Hong Kong continues to enjoy reliable and high quality water
supplies. | would like to express my appreciation to our staff and
partners alike. Tribute is also paid to my immediate predecessor,
Ir Dr William C G KO, for his dedication and contribution in
leading the Department through the most trying economic times.

The coming year will undoubtedly present more challenges, but |
am confident that the Water Supplies Department with its team
of committed staff will once again turn to both innovation and
proven approaches for the necessary solutions.
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CHAN Chi Chiu
Director of Water Supplies
30 June 2006
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