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2002 may best be described as a year of sober review of all our activities and plans in the face of serious budgetary
constraints on public expenditure. For over two decades, public expenditure has been growing steadily upwards to meet
the high expectation of the community in every sector of public service. Like many other Government departments, DSD
has expanded substantially in the 90's to cope with the demands of a rising population, fast urban development and a
higher standard of service. As a result, our recurrent expenditure has increased significantly over the years in proportion to
the expansion of infrastructure under our management.

During the year, we have critically reviewed our priorities, our work processes and our resource requirements with the aim
of reducing recurrent expenditure while continuing to deliver all the essential services which the department has committed
to provide in the coming years. | am pleased to report that while these efforts must continue, we have achieved a great
deal in the past year in drawing up plans for delivering the savings required of the department. | am confident that we will
be able to take forward these plans with the good cooperation between the staff and management as we have done in
the past.

Our commitment to delivering quality service to our customers is now further reinforced through the implementation of
quality management system in all key activities of the department. We have successfully obtained the ISO9001:2000 corporate
certificate in October 2002 after more than 3 years of persistent effort by our staff in all ranks and grades. With the ISO9001
quality management system in place, we will be able to pursue continuous improvement of our service systematically.

| am also pleased to report that good steady progress was made during the year in reducing further the risk of flooding in
New Territories. The beneficial effect of the major flood prevention projects completed recently in Kam Tin and Sheung
Shui was well demonstrated during a very severe rainstorm in May 2003. In this event, flooding was small scale and
confined to several areas with poor local drainage rather than the serious widespread flooding witnessed in similar rainstorm
events before completion of the projects. Despite the significant improvements already made, we are keeping up our
efforts to complete as early as possible the remaining flood prevention works in the programme so as to afford a good
standard of flood protection to the communities in NT. Good progress was also achieved in implementing the very
challenging large scale drainage improvement scheme in West Kowloon and we are on target to completing in 2004 the
most critical components which would reduce substantially the flood risk in Mongkok.

Following the successful commissioning of all the sewage treatment facilities under the Harbour Area Treatment Scheme
(HATS) Stage | at the end of 2001, we have seen remarkable improvement of the water quality in the Victoria Harbour. |
am particularly pleased to report that all the HATS facilities have been functioning smoothly and efficiently since
commissioning and the scheme as a whole has proved to be very cost-effective in treating the sewage flow from 3 million
residents around the Harbour. During the year, a lot of detailed investigation work has been carried out to assess the
options suggested by an International Review Panel on the further stages of HATS. In view of the very substantial resources
that will be required to implement these further stages and the importance of the scheme in protecting the Harbour from
pollution, we plan to consult the public and all stakeholders fully on the options available and aim to build consensus in the
community before taking the plans forward.

In the coming year, our energy will continue to be applied to implement the various cost reduction measures, and at the
same time raise productivity to maintain all core services to the community. Achieving this objective will not be without
difficulties. But I strongly believe that with determination and team effort we will succeed in overcoming the obstacles and
delivering the expected results.

Lastly, I wish to thank all our staff for their hard work and dedication, without which the good progress achieved in the
past year would not be possible. | am also deeply grateful to all our industry partners and stakeholders for their continuing

support and encouragement.

Raymond T K Cheung
Director of Drainage Services





