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Leading Enterprise in
Water Helps to
Build - "Beautlful Chma

— An Interview with

Mr Francis Li

Executive Director and Vice President of BEWG Group

= Ll.lﬁj\ﬂ\/ﬁ <

2w [ R i |
~ STYLIFIKFS
HITEEREIEE ?5@@%’5




Summer 2022

s a leading water and environmental services provider in Mainland

China, Beijing Enterprises Water Group (0371.HK) is committed to
assisting China’s “ecological civilisation”, a term coined by president
Xi Jinping. At the 19th National Congress, the Communist Party of
China outlined a green policy framework to build and strengthen a
low-carbon, circular economy. Since then, various policies have been
set in place to encourage the private sector to offer more high-quality
ecological products and services to the community.

Against this backdrop, Francis Li, Executive Director and Vice
President of BEWG, recognises the requirements for discharge
standards, treatment rates and water governance, for example,
are becoming more stringent. But the company is committed to
sustainable water resources development and management by
adopting systematic approaches and smart technologies, he says.

Li believes the BEWG's growth will be predominately fuelled by
two business lines: construction of pipe networks and maintenance
services. These range from capital-intensive work on the
construction of pipes to technical support such as dredging and flaw
detection. Outlining the stages of Mainland China’s water industry
development, Li explains that it was initially about human habitation,
which focused on developing ways to dispose of wastewater and
meet sanitation needs. The focus then shifted to water conservation,
ecological restoration and environmental protection. Currently the
industry is working on water resource recovery and reuse. “China’s
water industry is entering a new era of high-quality development
to address the issue of water quality by implementing projects to
promote biodiversity restoration,” Li says.

With China’s continuous advancement in “ecological civilisation”,
BEWG's strategic goal is to secure a pollution-free and quality water
environment for the nation. "Our company takes great care of the
environment and looks to preserve natural resources, whether it is
rivers, lakes or seaports, while improving the ecological environment
and promoting the restoration of
biodiversity,” Li adds.

Leader in Water Ecological
Environment Protection
Listed on the Hong Kong
Stock Exchange (HKEX) since
2008, BEWG is a constituent
stock of the Hong Kong Hang
Seng Composite Index and
the Hang Seng Hong Kong
Chinese Enterprises Index. The
company offers extensive water-
related services, such as sewage
treatment, water supply, reclaimed
water treatment, comprehensive
water management, seawater
desalination and membrane-
based processes for water reuse
and environmental control in the
treatment of industrial wastewater.
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An integrated water and wastewater treatment plant
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As of the end of 2021, the total capacity of the BEWG's water services
reached 4,488.6 tonnes per day, with an operational capability that
can process 2,980 tonnes of water per day. The company currently
operates 1,370 water plants and township sewage treatment facilities.
The company’s business operations cover urban black and odorous
water treatment, watershed management, smart water management,
advisory on urban ecological planning, regional environmental
management and rural water infrastructure construction. Beyond
Mainland China’s borders, BEWG operates in more than 30 cities
in Singapore, Malaysia, Australia, New Zealand, Portugal, Angola,
Botswana, and other countries or regions.

Located in Adelaide, South Australia, a reliable pipe network is a crucial
component of the desalination plant water treatment system. Raw
water is treated and purified through these pipes before the public
can use it. Part of South Australia’s “Water for Good"” water security
plan, the importance of this system has increased as the population
has grown and the demand for clean, drinkable water has increased.

During recent years, BEWG has been exploring the business potential
of new and more efficient ways of recycling wastewater and is fully
committed to improving urban wastewater treatment, which reduces
pollution and makes effective use of resources.

Putting its development goals into practice, by 2021 BEWG had
increased the processing capacity of reclaimed water by 761,000
tonnes per day, taking the total capacity to 3.757 million tonnes
per day. The upgraded processing capacity covers ecological water
replenishment, industrial water reuse and water source heat pumps.
Li anticipates that sewage recycling will also continue to bring
growth to the sewage treatment industry in the next few years. At
the same time, BEWG is actively responding to the nation’s “30-60"
decarbonisation goal, a catchphrase used to illustrate China’s aim to
reach peak emissions by 2030 and carbon neutrality by 2060.

Through the use of using solar energy, BEWG already produces about
40% of the electricity required to provide power to some of the plants
the company operates. In the future, BEWG will consider using sludge to
generate biogas power for sewage treatment plants. At the same time
the company is studying the feasibility of participating in carbon trading.
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BEWG's desalination plant project in Adelaide, Australia
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Cultivating a Culture of Water
Conservation

The low cost of tap water in China often leads
to indifference towards conserving what has
become an increasingly valuable resource.
With the current water production system, it
is necessary to regularly maintain and replace
the pipe network. Yet, the cost of upkeep
exceeds what the government generates in
water charges. Inadequate maintenance of
old pipes often leads to the waste of valuable
water resources. However, the public may not
react favourably if tap water prices are raised.

Li notes the Chinese government is aware
of this problem. Therefore, it issued two
policy documents, namely “Measures for
the Administration of Urban Water Supply
Prices” and “Measures for the Supervision and
Examination of the Pricing Cost of Urban Water
Supply”. The outcome from these measures
has meant by the end of 2021, water charges are being maintained
at levels that can cover costs, which still generates reasonable
revenue for operators. Li believes the policy will strengthen their
advantage in the water supply industry. “In the future, we expect
to see more flexible and dynamic water charging schemes that can
cover the relevant maintenance expenditure,” he says. However,
unlike the water supply business, there are currently no charges
imposed on users for water treatment. The funding comes mainly
from government subsidies. Furthermore, there is a lack of revenue
from user-generated payments.

“Water treatment projects require a significant capital investment
and need to follow regulatory requirements,” Li says. For example,
a water treatment infrastructure must be designed to last a certain
number of years of service in order for it to be cost-effective. As such,
it is necessary to find a sustainable user-paid charging model, says Li.

Innovation is the Name of the Game

Innovation is key for BEWG to continue growing and staying ahead
in the market, Li says. The company has created an open innovation
platform so that employees can openly share their ideas and
brainstorm about how to turn innovations into real-world solutions.
By the end of 2021 the company held 772 patents (including 646
applications, 115 authorised inventions and 11 designs), 420 software
copyrights and six scientific and technological trademarks. Current
research focuses on sewage biological treatment technology,
overflow pollution control technology, sewage membrane treatment
technology, ecological improvement, pollution load reduction
technology and low-carbon sewage treatment technology.

Bridging the Talent Gap Through Collaborative Training

A combination of a fast-growing industry and evolving technology
has led to a talent shortage across the entire scope of the water
management industry. To bridge this talent gap and train the next
generation of water professionals, BEWG has established the BEWG
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Institute. BEWG also collaborates with various
universities. For example, BEWG experts visit
different universities to deliver lectures based
on teaching materials compiled by BEWG and
the universities. Students also benefit from
onsite visits to BEWG's water plants where they
learn by first-hand observation.

With technological research and advancement,
Li believes it is imperative to work closely
with education institutions to commercialise
technologies and develop products and services.
In 2016, BEWG established the China Ecological
Environment Industry and Education Alliance.
Since it was established, more than 200 enterprises
universities, and education entities have joined the
alliance and exchanged views. As a supportive and
active participant in the industry, in 2021 alone
BEWG participated in 130 activities organised by
different industry associations and organisations
while also serving as the director of the Intelligent
Water Professional Committee of the China Water
Association.

Separately, BEWG also contributed to the content and publicity of
the “smart water affairs” section of the “Urban Water Affairs 2035
Industry Development Planning Outline”, a government-issued work
plan for the development of water resources in China.

Strategic Business Development
With its vision firmly focused on the future, Li says BEWG will

continue to expand two main business lines — municipal water
affairs and comprehensive water-environment management. “Our
framework for bringing water management back to a healthy state
is based on a three-pronged approach: taking care of water assets,
encompassing overall planning and improving efficiency; ultimately
this will make the water industry more efficient,” Li says.

Known as the water stewardship framework, this concept has been

adopted by the Three Gorges Group and is currently being piloted
in multiple cities including Kunshan and Shiyan.
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Since 2009, Hong Kong-listed companies from a wide range of
industries have taken the opportunity to gain exposure by being
profiled in Momentum’s "Member in the Spotlight” column. As
a member of the Chamber of Hong Kong Listed Companies, you
have the privilege of being featured in this column, too.

If you are interested in having your company profiled in Momentum,
please contact the CHKLC Secretariat: Karina Leung,
Tel: (852) 2970 0886; Email: karinaleung@chklc.org
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To expand its strategic deployment, BEWG is also developing smart
water systems. With the help of the cloud, loT monitoring, big data
analysis and other technologies, the company can centrally manage
around the clock operations such as aeration and upgrading at 347
sewage plants.

Compared with urban areas, Li explains, sewage treatment facilities
in rural villages and small townships are insufficient. Currently, the
business model, charging standards and payment methods of
sewage treatment in rural regions are still not well defined. “Some
infrastructure construction is easily abandoned,” he says. At the same
time, populations centred in villages and rural towns are much smaller
than those of urban areas. “There are still many uncertainties about
what sort of sewage treatment technologies would be most effective
for these areas, and it will take some time to figure it all out,” says Li.

Despite such challenges, Li says BEWG would also address inadequate
sewage treatment facilities in rural areas in the future, particularly
the role of pipes which are vital in maintaining water safety, ecology
and resource management. “Pipes are vital to the water industry’s
supply chain and one of the most important aspects of BEWG,”
Li notes. BEWG's many years of experience in the world of pipe
networks has been put to good use on projects including the rural
sewage treatment public-private partnership (PPP) project in Yixing,
a prefecture-level city of Wuxi in southern Jiangsu province.

Jimmy Chow
Journalist
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