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| Response Form
- Public Consultation on Future Fuel Mix for Electricity Generation for Hong Kong

Please send this response form 10 us on or before 18 June 2014 by one of these means:
mall; Environment Bureau, Electricity Reviews Division, 15/F, East Wing,
Central Government Offices, 2 Tim Mei Avenue, Tamar, Hong Kong
e-mail: fusl_mix@enb.gov.hk
fax: 2147 5834

Part 1 (See Notes)
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[] incividual response (r the views of an individual)
w Cemman Chom ber of Corur erce
(names of person or organisation)
at _and ]
(telephone) fe-ail))
Part 2

' Fuel Mix Options

Importing more electricity 20%, 30%
QiU REE through purchase from 40% 10%
the Mainland power grid Total : 50%

Using more natural gas
for local genaration

OPTION 2*

20% - 60% 20%

* The ebove fuel mix ratics &im ai providing a basis for planning ihe necessary infrastructure for electricity
supply. Flaxibllity should apply to actual deploymant of gach fuel typs, having regard to the circumstances
happening cn the ground

" Inclusive of & small percentage of oll
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Part 3

. at: Huwdnvnu\duwwdm!thamnmmmhmpﬁmmwithmgardtnsafmy,mlinbkﬂmmﬂ.mﬁmnrmntai
performance and other relevant considerations? (lease Indicate your view on EACH of the two

options.)
[] Safety
i il TD—[ Reliabllity
: Affordability
1 [:] W il Environmental performance
[] Others (please specify):
[ Safety
. [ Reliability
Affordabil
T I TS T S S
[ | Others (please specify):
Qz: Which of the two fua! mix optlons do you prefer? Why? (Please tick ONLY ONE box]
Option 1 ]
Option 2 [l
ﬁmm:(mmtidcmmmmm:m;} a
Satety |
Rellability ]
Affordabillty 1
Environmental Performance |_|
Others [j Please specify:
Part 4

Other Comments and Suggestions

IS THE HKSAR. POMIINICTRATIONS RESFONSIBIITS
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Annex
Response Form
- Public Consultation on Future Fuel Mix for Electricity Generation for Hong Kong

Please send this response form to us on or before 18 June 2014 by one of these means:
mall: Environment Bureau, Electricity Reviews Division, 15/F, East Wing,
Central Government Offices, 2 Tim Mel Avenuas, Tamar, Hong Kong
e-mail: fusl_mix@enb.gov.hk
fax: 2147 5834

;Paﬂ 1 (See Nates)

Thisisa [E’]wmmampnnaa{mpmaenﬂngrheviamafagmupmmmmm}m
D Individual response (representing the views of an individual)

by Mass Winning Ltd.

(name of person or organissation)
at and

(telaphone) (-l

Part 2

- Fuel Mix Options

Imperting more slectricity

LIS IGU RN through purchase from 40% 10%
the Mainland power grid Total : 50% '
SN R Using more natural gas 20% 5 80% 20%

for local generation

* The above fusl mix ratios aim at providing a basis for planning the necessary infrastructure for electricity
supply. Flexibllity should apply to actual deployment of each fusl type, having regard 1o the circumstances
happening on the ground.

** Inciusive of a amall parcentage of oll
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Part 3

Specific Questions for Consultation

oL e i

Part 4

How do you view each of the two fuei mix options with regard to safety, reliabiiity, cost, environmental
performance and other relevant considerations? (Please Indicate your view on EACH of the two
options.)

O
[¥]
i
O
[/] Others (please specify): ===
5o Bl s wihoul Cusé BEving inSainees!
[] satety
[[] Reliability
Affordability
2 E D H Environmental performance
D Others (please specify):
Which of the two fuel mix options do you prefer? Why? (Please tick ONLY ONE box)
Option 1 O
Option 2 ¥
Reasons: (You can tick more than one box beiow)
Safety 7|
Reliability 72 i o
Affordability |
Environmental Performance [/]
Others [  Piease specity

Other Comments and Suggestions

Hong Kong is renowned for its stable electricity supply and fair pricing. We cannot see any
reason to be converted to an unstable and inefficient supply.
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Public Consultation on Future Fuel Mix for Electricity

Generation
Submission by the Energy Institute June 2014

Introduction
The Energy Institute (El) welcomes the opportunity to make the following
submissions to Hong Kong Environment Bureau.

This document is a synthesis of the views of EI members collected through a call for
contributions and consultation.

The El is the professional body for the international energy industry. It has a global
membership of over 16,000 individuals and 250 organisations and a Hong Kong
Branch membership of 200. The Energy Institute provides an independent focal
point for the energy community, bringing together industry, academia, other
stakeholders and government. The El's purpose is to develop and disseminate
knowledge, skills and good practice towards a safer, more secure and sustainable
energy system.

As a charity, incorporated by Royal Charter, with membership across the full range of
the energy sector, it is not appropriate for the El to promote specific technologies or
options. Instead, it seeks to assist the consultation process by helping to clarify the
key issues and by improving the evidence base on which decisions will be made.
This response attempts to bring into focus stakeholders’ differing views and reflects
those of a cross-section of eminent EI members.

Q1 - How do you view each of the two fuel mix options with regard to safety,
reliability, cost, environmental performance and other relevant considerations?

Key Points from the Consultation

The El facilitated a discussion forum between representatives of the Environment
Bureau, El members and wider stakeholders on the potential implications of the
Consultation on Future Fuel Mix for Electricity Generation. The event highlighted
some of the main themes and considerations for the Environment Bureau which are
as follows:

1. Safety

Safety is a prime consideration and it is considered that up to today the
Hong Kong power generation industry has an exemplary safety record
maintained by a high standard of local engineering expertise and
professionalism. In the event that Option 1 is chosen, some of the
engineering and regulatory control will necessarily be relinquished to power
generation authorities on the mainland. It is therefore recommended that
serious consideration should be given to safety in any contractual terms and
conditions placed on mainland grid supply contracts. Consideration should
also be given to the appointment of, and the powers related to safety, given
to a regulatory body in Hong Kong who would administer the power supply
contract.
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It is a matter of fact that the current power supply in Hong Kong is much
more stable than that currently supplied to Macau. The supply reliability
data when quoted as a percentage in the form 99.9xxx% does not reflect
the supply reliability to the public. In this regard, it is useful to also report
the actual annual power supply “minutes lost” to the customer. The
figures were:-

o Blackout time per household per annum HK
o HKE: 54sec (2013)
e CLP: 2min 36sec (2013)
o Blackout time per household per annum
e Macau : 6 min19 sec
(Reference: CEM Sustainability Report 2012),
o (CSG : 2 hours 18 min 36s (Major cities)
(Reference: China Southern Grid CSR Report 2013)

It should be further noted that backup electricity generation in Macau is
only provided for the tourist industry casinos, which, whilst providing a
100% back up, is not provided throughout the whole of Macau.

Hong Kong however, is an international financial centre requiring, by
specification and the expectation of global business, 24/7 back up power
throughout the Territory. Therefore, the specified electricity generation
requirements of Macau should not be cited as a direct comparison with
Hong Kong, which by the nature of the business requirements of the
community, requires a higher specification, higher power availability and
a correspondingly lower level of “minutes lost”.

Based on the current track records of the Hong Kong power generation
companies in comparison with those of Macau (from Southern China as
would be used by the Option 1 grid connection), we believe the supply
reliability will necessarily fall.

In order to assure the power supply quality if Option 1 were to be chosen,
technical solutions to enhance the reliability level to the HK grid should be
included in terms of load profile, maximum demand, and reserve margin,
especially during the summer peak period. It is recommended that these
solutions should form the basis of a legally binding condition in the
Contractual Agreement for grid power purchase.

It should be further explored that if such a condition were to be
contractually imposed and the current service level maintained and
assured, would there be an additional effect on the tariff?

If Option 1 is chosen, it is recommended that a technical study and a risk
analysis should be done to evaluate mainland grid response to electricity
supply demand in Hong Kong as well as the response to voltage collapse,
dynamic and transient stability, and cascading outages.

If Option 1 is chosen, it is recommended that a risk analysis be done to
evaluate the supply reliability if mainland grid power is supplied to HKE
via CLP or through two direct lines, one each to CLP and to HKE.

Page 2 of 5
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3. Environmental Performance

It is noted that the GHG emissions comparison between Options 1 & 2 is
not compared in the consultation document. We recommend that this
should be provided.

If Option 1 were to be chosen, emissions should be considered over the
whole region. In this case, a significant proportion of power would be
supplied from the Mainland Grid and therefore these emissions, although
produced and originating in southern China, should be taken into account.
Consequently, if option 1 is chosen, it is possible that a net increase in
the Hong Kong carbon emissions may result if the emissions resulting
from southern China grid power supplied to Hong Kong is taken into
consideration.

If Option 1 is chosen, a new means of measuring the emissions index
should be created in order to measure the total emissions generated from
Hong Kong power supply.

It is recommended that an independent Environmental Impact
Assessment is commissioned by the Government in order to measure
GHG emissions and other air pollution factors originating in China, which
are produced as a direct result of supplying Hong Kong with electricity
from the southern grid (including nuclear and other emissions from
Option 1) as well as from the natural gas supply.

In order to ensure that all emissions produced by supplying power
(electricity and gas) to Hong Kong are properly accounted for, a Hong
Kong Regional Emissions disclosure should be formulated to ensure that
the 2020 Emission Reduction Targets can be achieved by fairly
accounting for emissions resulting from Hong Kong power consumption,
wherever the origin of the power generation.

4, Affordability

It is considered that the consultation document contains insufficient
financial data for the public to review & consider. In particular, the
assumptions used to formulate the comments in Chapter 4 are not clear.
For example:-

Option 1

Cross-Boundary Transmission infrastructure

Interconnection between CLP and HKE

Setting up/operation of load dispatch management centre
Size of required back-up generation capacity

Stranded costs of existing generation infrastructure (coal-fired
and gas-fired units)

o CSG electricity price for Hong Kong

c O 0O O O

Option 2
o Number of new gas-fired generating units for CLP and HKE

Page 3 of 5
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o Additional natural gas receiving/control stations

o Additional gas supply lines to power stations

o Stranded costs of existing generation infrastructure (coal-fired
units)

o Projected Gas Price for new gas supply contract

o A detailed study is required on the funding and investment for the cross

border infrastructure is required including its potential effect on the tariff.
Particular considerations include:-

o  What would be the implications for HKE which presumably
would incur greater capital cost of longer distance
infrastructure?

o What is the share of import volume of the power between the
two power companies? (i.e. Does CLP need to import more
while HKE less to achieve the 30% import target)

No mention is made in the consultation document concerning how will the
current Scheme of Control be affected by both options?

It is recommended that a risk analysis is undertaken between affordability
and reliability in order to compare the two options and to ensure that the
required level of reliability is achieved at an affordable cost.

A risk analysis should be undertaken on the future price volatility for
natural gas and its implications on the future tariff.

A risk analysis should be undertaken on gas supply security mcludlng
exploring options from outside mainiand China.

An analysis should be undertaken on the viability in terms of affordability,
security and reliability for a dedicated LNG terminal in Hong Kong and
this should be considered together with the overall consideration of option
i

Other Considerations - Renewable Energy
e We recommend that the proposed fuel mix should include a specific RE

element (e.g. waste to energy, solar, wind etc.) with a target of at ieast
5%. The Energy Institute would be pleased to assist with
recommendations to enable the achievement of this target.

Other Considerations - Employment Opportunities

e |f Option 1 is chosen, we opine that there will be a reduction in jobs
required in the two power companies including professionals in the
engineering field. It is likely therefore, that there will be a consequent
loss of professional skills in the Power Supply field especially in power
generation and / or energy technology. This may lead to a reduction
in the Hong Kong skills base and a shortage of professional skills in
the field in the longer term.

e Furthermore, this will lead to a lack of technical skill and knowledge
which will be needed for future evaluation of the Hong Kong energy
industry.

Page 4 of 5
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Q2 — Which of the two fuel mix options do you _prefer? Why?

As detailed in the answers to Question1, both Option 1 and Option 2 have their
merits and concerns. While our Institute has no clear preference on either option,
some members opined that compared to Option 1, Option 2 will provide a more
certain and higher level of reliability. It also provides greater control for Hong Kong
over its own emission levels. In addition, we recommend that a higher level of
Renewable Energy is used in the fuel mix. We are unable to comment upon
affordability without having more detailed information on the costs and their basis.
However, we have made some recommendations for further analysis of affordability.

Yours Sincerely

Gary Chiang
Chairman of Energy Institute Hong Kong Branch
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E Response Form :
- Public Consultation on Future Fuel Mix for Electricity

e-mail: fuel_mix@enb.gov.hk
fax: 2147 5834

Piease send this response form 1o us on or before 18 June 2014 by one of These
mall: Environment Bureau, Electricity Reviews Division, 15/F, East Wing,
Central Government Offices, 2 Tim Mei Avenue, Tamar, Hong Kong

fF’art 1 (See Notes)

éThiaiaa [] corporate response (representing the views of a group or an organisation) or

E] individual response (representing the views of an individual)

py Safarifresh Asia Lid

for local generation

(name of person or organisation)
at I
(telephone)
Part 2
' Fuel Mix Options
"~ B "
Importing more electricity 20% 30%
through purchase from 40% 10%
the Mainland power grid Total :
Using more natural gas 20% L 60% 20%

* The above luel mix ratios aim &t providing a basis for planning the necessary Infrastructure for electricity
supply. Flexibility should apply to actual deployment of each fuel typs, having regard to the circumstances

happening on tha ground.
** Inclusive of a small parcentage of oil
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Part3

- Specific Questions for Consultation
' Qt: How do you view each of the two fual mix options with regard to safety, reliability, cost, enviranmental
: performance and other relevant considerations? {Please Indicate your view on EACH of the two

options.)
§ AL ies Reason for NOT supporting
NotSupport | (vou can tiok more than one-box)
D Safety
[/] Reliability |
[] Afordability
1 D m j:[ Environmental performance
[:] Others (please specify):
[/] safety
[¥] Reliability
[[] Affordabiiity
* 7 o [[] Environmental performance
[:] Others (please specify):
' Q2:  Which of the two fuel mix options do you prefer? Why? (Please tick ONLY ONE box)
' Option 1 [
Option 2 ]
Aeasons: (You can tick mare than one box below)
Safety V]
Rellability ]
Atfordability ]
Environmental Performance D
Others [¥]  Please specify: sl

Part 4
Other Comments and Suggestions

Local develop energy supply is important for long term management, stable supply,
import energy may benefit cheaper cost at start, but eventually will be the same cost as our
local energy supply.
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Response -ﬂ"'
Public Consultation on Future Fuel Mix for Ele

mail:

e-mail:
fax:

Please send this responsa form to us on or before 18 June 2014 by one of these means:
Environment Bureau, Electricity Reviews Division, 15/F, East Wing,

Central Government Offices, 2 Tim Mei Avenue, Tamar, Hong Kong
fuel_mix@enb.gov.hk
2147 5834

- Part 1 (See Notes)

- Thisisa E’mrpurate response (representing the views of a group or an organisation) or
D individual response (representing the views of an individual)
by ConfFilal.  UNiaA ﬂfjfrﬁ'w,& Fria &7)
(name of person or organisation)
at ~dnd __
(telephone) (e-mall)
Part 2
Fuel Mix Options
IMPORT
§ GEL 831 : e NATURAL | COAL -
i i NUCLEAR | GRiD GAS | (&RE)
(DBNPS) PURCHASE
Existing (2012) 23% - 22% 55%
Imporiing mors electricity 209 30%
ladleslIRE through purchase from 40% 10%
the Malnland power grid Total : 50%
B Using more natural gas
OPTION 2 for local goneraiion 20% - 60% 20%

* The above fuel mix rafios aim ai providing a basis for planning the necassary Infrastructure for slectricity
supply. Flexibility shouid apply to actual deplioymant of each fus! type, having regard 1o the circumstances
happening on the ground.

" Inclusive ol @ small percentage of ol
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Part 3

Specific Questions for Consultation

Qt: How do you view each of the two fuel mix options with regard to safety, rellability, cost, environmenta
: pertormance and other relevant considerations? (Please indicate your view on EACH of the two
options.)

Reason for NOT supporting
(You can tick more than one box)

Safsty

Reliability

Affordability

Environmental performance
Others (please specify):

Option Support | Not Support

3 o o Ll

Safety

Reliability

Affordability

Environmental performance
Others (please specify):

2 4 O

1 6 |

Qz: Which of the two fuel mix options do you prefer? Why? (Please tick ONLY ONE box)
Option 1 1)

Option 2 [Z’

Reasons: (You can lick more than one box below)

Safety ]

Reliability %

Affordabllity ]

Environmental Performance [_|

Others [[] Piease specify:
Part 4

Other Comments and Suggestions
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ModernTerminals 616B00003

Our Ref: 240-L025-14

16% June 2014

Electricity Reviews Division

Environment Bureau

15/F, East Wing, Central Government Offices
2 Tim Mei Avenue

Tamar, Hong Kong

Dear Sirs/Madams,

Response to the Public Consultation on

Future Fuel Mix for Electricity Generation for Hong Kong
from Modern Terminals Limited

1. Introduction

In March 2014, the Environment Bureau issued a consultation document on “Future Fuel Mix
of Electricity Generation for Hong Kong” to collect public views on proposed fuel mix
options with regard to safety, reliability, cost and environmental performance as stipulated in
the Government’s energy policy and/ or other relevant considerations. Option 1 proposed
importing more electricity through purchase from the Mainland power grid or, more
specifically, importing from China Southern Power Grid Co, Limited (“CSG”) which the
future fuel mix ratio will be roughly 50% imported electricity (of which 20% being nuclear
electricity currently imported from Daya Bay Nuclear Power Station (“DBNPS”) and 30%
being new purchase from CSG), 40% natural gas and 10% coal and renewable energy
(“RE”). Option 2 proposed using more natural gas for local generation such that the future
fuel mix ratio will be roughly 60% natural gas, 20% nuclear electricity imported from
DBNPS and 20% coal and RE.

Modem Terminals Limited (“MTL”) welcomes the Government’s initiatives to consider
future fuel mix revamp for sustainable development of Hong Kong in terms of environment,
economy and society.
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2. Container Terminal Operators’ concerns about “Reliability”

Nowadays, most of container handling equipment deployed in Hong Kong is powered by
electricity, such as quay cranes, harbour cranes, rail-mounted gantry cranes and rubber-tyred
gantry cranes. ' All these cranes are installed with sophisticated electronic devices which are
sensitive to power supply quality. Any sudden fluctuation of electricity voltage or frequency
will likely damage those delicate electronic components in the equipment, leading to
equipment breakdown and thus lowering the productivity of container terminals. More
seriously, Hong Kong’s overall competitiveness will be impacted as the logistics sector is one
of the Four Pillar Industries of the Hong Kong economy.

It is apparent that container terminals regard “Reliability” the most crucial factor in electricity
supply. The industry cannot afford energy instability. Our past experience with the local
power companies has given us confidence that they will continue to invest and improve their
service reliability. On the contrary, it is doubtful that Option 1 can achieve the same level of
reliability and stability because it has not been put to test before. However, MTL encourages
the Government to carry out further studies on the practicality for Option 1 and release more
data and information to the public so that an informed decision can be made.

3. Container Terminal Operators’ concems about “Affordability”

The capital investment in container terminal is huge and the payback period is long. In terms
of running cost of the industry, energy cost takes up a significant proportion in the operating
expenses, as electricity supply is required by most of the container handling equipment and
refrigerated containers. Therefore, any significant fluctuation of electricity tariff or change of
cost structure shall be carefully evaluated before launching, otherwise the logistics industry
will be seriously affected. Unfortunately, both Option 1 and Option 2 do not provide
sufficient information and justifications on the tariff estimation. Especially for Option 1,
there is no release of detail of scheme of control nor price negotiation mechanism with
Mainland China’s power grid company to ensure a stable and affordable energy price by the
Hong Kong Government. As mentioned in the report that the 30% imported power to Hong
Kong will account for merely 1 to 2% of the total power grid capacity on the Mainland, we
therefore have doubt on the negotiation and bargaining power of Hong Kong Government.
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4, Other Suggestions

MTL considers that Option 1 is an “untested” scheme for importing 30% of electricity from
the Mainland power grid. On the other hand, Option 2 will have heavy reliance on natural
gas. As an alternative, MTL suggests the Government to consider increasing the ratio of
nuclear energy by purchasing more electricity from DBNPS as Hong Kong is only importing
about 70% of generation output from DBNPS. Moreover, as either Option 1 or Option 2 will
increase the consumption of natural ges, the Government may consider extending the use of
liquefied natural gas (“LNG"”) to vehicles. In other countries, LNG has been extensively used
in heavy-duty vehicles such as container tractors. The wider use of LNG can further improve
roadside air quality as well.

As mentioned in previous section, MTL welcomes the Govemment’s initiatives of
considering future fuel mix revamp. However, the Government shall not confine the
decisions to only two options but shall lead the public to evaluate any other flexible solutions
in order to achieve a generally acceptable outcome that is beneficial to our society.

Yours faithfully,
For and on Behalf of
Modem Terminals Limited

K.T. Lee
General Manager
Engineering and Procurement Department
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Annex
Response Form
Public Consultation on Future Fuel Mix for Electricity Generation for Hong Kong

Please send this response form to us on or before 18 June 2014 by one of these means:
mail: Environment Bureau, Electricity Reviews Division, 15/F, East Wing,
Central Government Offices, 2 Tim Mei Avenue, Tamar, Hong Kong
e-mall: fuel_mix@enb.gov.hk
fax: 2147 5834

Part 1 (Ses Notes)

This is a |:i corporate response (reprasenting the views of & group or an organisation) or
[¥] individual response (repre saming m of an individua)

. e A 4 %’)

nnma m‘ person or organisation)

at and
{telephone) (e-mall)

Part 2

Fuel Mix Options

FUEL MIX
Existing (2012)
Importing more electricity 20%, 30%
elaple R M through purchase from 40% 10%
the Mainland power grid Total | 50%
OPTION 2* Using more natural gas 20% I 60% 20%
for local generation

* The above fael mix ratios aim a providing a basis for planning the necessary infrastructure for alectricity

supply. Flexibifity should apply 1o actual deployment of each fuel type, having regard to the circumstances
happening on the ground.

** Inclusive of a small percentage of oll
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‘Part 3

- Specific Questions for Consultation
Q1: How do you view each of the two fuel mix options with regard 1o safety, rellability, cost, environmental
performance and other relevant considerations? (Pleass indicate your view on EACH of the two

options.)
Ortion Sustion Reason for NOT supporting
' . W (You can tick more than one box)
[¢] Safety
Reliability
- Affordability
1 D m Environmental performance
Others (please specify):
[[] safety
[[] Retiabitity
[[] Asfordability
2 O [] environmental performance
[] Others (please specify):
Q2 Which of the two fuel mix options do you prefer? Why7 (Please tick ONLY ONE box)
Option 1 |
Option 2 vl
Reasons: (You can tick more than one box below)
Reliability Y]
Affordability ¥
Environmental Performance [¢]
Others [ZI Please specily:

Part 4
Other Comments and Suggestions

Safety, reliability S#ALELEE - BN S HEETTHAERIME)) « HBARERERT) ERPE
B - B EREN 7 R RIRE W) BEEN T HERER -
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Annex

Response Form
Public Consultation on Future Fuel Mix for Electricity Generation for Hong Kong

Please send this response form to us on or before 18 June 2014 by one of these means:
mail; Environment Bureau, Electricity Reviews Division, 15/F, East Wing,
Central Government Offices, 2 Tim Mel Avenue, Tamar, Hong Kang
e-mail: luel_mix@enb.gov.hk
fax: 2147 5834

Part 1 (See Notes)

Thisls a D corporate response (representing the views of a group or an organisation) or
individual response (representing the views of an Individual)

by %?% L%éi

{nﬂrh& of person or organisation)

at — o and
(telephone) (e-mall)

Part 2

Fuel Mix Options

FUEL MIX .
Existing (2012)
Importing more electricity

11 * L RMl through purchase from
the Mainland power grid

Using more natural gas
for local generation

OPTION 2°

20% . 60% 20%

* The above fusl mix ralios aim at providing a basis lor planning the necessary infrastructure for electricity

supply, Flexibility should apply 1o actual deployment of each fuel type, having regard lo the circumstancas
happening on the ground,

* inclusive of 2 small percentage of oll
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Part 3

- Specific Questions for Consultation
Q1 How do you view each of tha twio fuel mix options with regard to safety, reliability, cost, environmental
performance and other relavant considerations? (Ploase indicate your view on EACH of the two

options.)
. Reason for NOT supporting
Option. | Support | Net Support (You can tick more than one box)
Safety
- [Y] Reliability
Affordability
1 I:I Environmental performance
[¢] Others (please specify):
|
[[] safety
| [] Reliability
I [[] Affordability
- 2] 0 [[] Environmental performance
[[] others (please specity):
Qz: Which of the two fuel mix options do you prefer? Why? (Please tick ONLY ONE box)
Option 1 E]
Optlon 2 ]Z]
Reasons: (You can tick maore than one box balow)
Safety
Reliability ]
Attordability [¥]
Environmental Performance
Others Y]  Please specify:
Part 4

Other Comments and Suggestions
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16 June 2014

Electricity Reviews Division

Environment Bureau

15/F, East Wing, Central Government Offices
2 Tim Mei Avenue, Tamar, Hong Kong.

E-mail: fuel mix@enb.gov.hk

Dear Sir/Madam:

Response to the Public Consultation on

“Future Fuel Mix for Electricity Generation”
Views from

Business Environment Council Limited

In response to the consultation document on Future Fuel Mix for Electricity Generation (‘consultation
document”), Business Environment Council Limited (‘BEC”) supports the four principles of the HKSAR
Environment Bureau (“Government”) to deliver safe and reliable supplies of electricity at affordable prices
with the minimum impact on the environment. BEC welcomes the reaffirmation of Government

commitments to achieving both local air quality improvement and carbon reduction targets.

Over the last two decades, BEC has taken a leading role in advocating environmental issues in Hong Kong.
BEC is a membership organisation, currently with about 180 member companies that span across major

holding companies to small and medium-sized enterprises in Hong Kong.

With the input from the BEC Energy Advisory Group and the BEC Climate Change Business Forum
(“CCBF”) Advisory Group, the following views have emerged as our collective response to the fuel mix
public consultation. Views put forward in this submission represent the views of BEC as a whole, and may

not necessarily correlate with the views of individual members.

For the remainder of this submission and as defined in the consultation document, Option 1 refers to
importing 30% of electricity through purchase from China Southern Power Grid Co. Limited (‘CSG”) and

Option 2 refers to using 60% natural gas for local generation, both on a 10 year planning horizon.
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Executive Summary

BEC is generally in favour and supportive of Option 2, but is of the view that Government should reconsider
whether the high percentage of natural gas proposed (60%) is the ideal ratio for the future of Hong Kong's
electricity fuel mix. A more balanced fuel mix ratio may be more appropriate when implementing Option 2
by reducing the percentage of natural gas, maintaining a reasonable level of coal generation and
proactively promoting more renewable sources. Option 1 also has merits but should be studied more
carefully and requires more information before a decision can be made whether Hong Kong should,

sometime in the future, be connected directly to CSG for 30% of our power requirements.

Although the consultation document only focuses on how to generate electricity, BEC believes optimal
performance of the electricity market should be realized not only from the generation perspective but also
via strong demand side management measures. BEC questions the demand assumptions outlined in the
consultation document. If future demand in fact decreases, this could in itself be viewed as a source of
‘generation’, mitigating the need to build as much new infrastructure as currently suggested in the
consultation document. In this respect, Option 2 allows for more flexibility when scaling up future electricity
supply because natural gas plants can be deployed in smaller incremental steps, as opposed to committing

now to the substantial new infrastructure investment proposed in Option 1.

BEC members have carefully evaluated the consultation proposals through a series of seminars and
briefing sessions. On balance, neither option, on its own, presents an ideal solution to Hong Kong’s needs,
but overall reliability has been identified as the first priority. BEC recommends Government provide more
information and consider developments over a longer time frame, with a more incremental and optimized
approach. The Government should also reconsider whether the early reduction of coal use and significantly
increasing the use of natural gas is the best option for Hong Kong. In addition, BEC encourages
Government to further study Option 1. As the Mainland’s fuel mix and reliability improves, there may be
opportunities to further reduce our air and CO2 emissions by importing clean, low carbon energy from the

Mainland. These opportunities should be actively explored and studied by Government.

In summary, BEC prefers that Government make initial moves now to decarbonize electricity generation in
Hong Kong via natural gas (Option 2). And over time, Government should consider imports of genuinely

clean, low carbon energy from the Mainland as soon as this can reliably be delivered (Option 1).

Page 2 of 6

caringorganisation

g krg Courcd of Soca Senwe



\ BUSINESS
P ) ENVIRONMENT
‘ COUNCIL
&rF BRERHEE

Comments on Reliability

Hong Kong has benefitted from one of the most reliable electricity supplies in the world and this has been
in part responsible for the city’s economic success. Reliability is the first priority for BEC members and this

should not be compromised in the current fuel mix decision.

Interconnected grids of comparable size to CSG have failed via cascading outages, as happened in North
America in 1998 and 2003, as well as in Europe also in 2003, leaving millions of people without electricity
during cold winter nights or hot summer days. Contingencies and backup systems in such large grids are

essential but are unlikely to achieve 99.999% reliability.

Not only is it sensible for Hong Kong to have a diverse range of fuels for electricity generation but a diverse
range of sources for each of these fuels to minimize supply chain and pricing risk. Coal can be stored on-
site and can be obtained easily on world markets. However, gas is different with 100% of CLP and HEC’s
sources obtained via the Mainland or through Mainland infrastructure. Whilst this is helpful for Hong Kong,
Government should re-examine whether new technologies in liquefied natural gas receiving terminals
(such as floating storage and regasification units) located in Hong Kong could provide direct access to LNG

from world markets to allow more competitive sourcing.

Comments on Safety

In general, the power generation industry is mature and safety risks associated with operating nuclear, coal

and natural gas power stations are low, provided that high safety standards and practices are implemented.

If it is decided to import 30% of generation capacity as per Option 1, safety risks stemming from the
generation of electricity in CSG will effectively be outsourced to providers other than Hong Kong’s current
power companies. As such Hong Kong electricity consumers would be relinquishing their stakeholder
influence on the issue of safety because CSG sources electricity from a generation market over which

Hong Kong consumers have little influence or control.

In the case of local generation (Option 2) a larger portion of engineering and technical skills specialized on
the safe operation of generation units would be retained in Hong Kong. This fosters a local industry of
research, teaching and centres of excellence, creating opportunities to export this technical know-how to

other markets.

Comments on Affordability

There is no evidence provided in the consultation document that Option 1 would be more or less affordable
than Option 2. Furthermore, the information does not allow for an informed assessment of whether the
current system would be more or less expensive than Option 1 post 2023. In addition, there is no indication

whether the off-take from CSG would be base load or peak demand, which could have substantial cost

Page 3 of 6
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implications for the Hong Kong community. Undoubtedly affordability plays a key role in deciding the future
of Hong Kong'’s fuel mix. However, this criteria loses value for decision making if lack of information creates

uncertainty and lack of trust.

Nevertheless the consultation document does state that the cost of supply under Option 1 or 2 will roughly
double the unit generation cost over the five years from 2008 to 2012. The assets involved, a major new
interconnection under Option 1 or new gas fired power stations under Option 2, each have lives of at least
35 years. Over that time period the costs of imported power under Option 1 or gas under Option 2 will be
far greater than the initial capital costs. Unless all costs are taken into account over a much longer timescale

than ten years, a proper comparison cannot be made.

BEC recognizes that affordability is important for many business and individual customers. However, based
on a recent BEC survey, 75% of Hong Kong businesses are willing to pay more for cleaner electricity, and
replace coal with natural gas’. Nevertheless, generation costs and estimated tariff increases are necessary
to better understand ‘how much more’ companies and individuals would actually have to pay to implement
a lower carbon electricity mix. In addition, the costs of implementing renewables in Hong Kong should be
clearly outlined to the public. Recent experience overseas (e.g. UK and Australia) has indicated strong
consumer protests when actual costs become apparent, especially if these were not clearly set out in

advance.

Regardless of either option, it is clear that additional support for the most needy in our society may need

to be made available by Government as tariffs would certainly increase.

Comments on Environmental Performance

Both of the proposed options seek a reduction in the proportion of coal used in the fuel mix from today'’s
level of 53%. BEC welcomes the use of more natural gas for generation in Hong Kong. Option 2 will meet
the lower bound of the air pollutant emission reduction targets by 2020 and reduce carbon intensity by

about 50%. Air emissions overall in Option 2 would be significantly lower than Option 1.

Unfortunately the consultation document provides no certainties as to how the overall air pollutant
emissions and carbon footprint of Hong Kong’s electricity supply would be affected if 30% of supply would
be imported from CSG. Thus the public is being asked to make decisions without sufficient information.
Having clarity on this point is particularly relevant from the perspective of running a low carbon business in
Hong Kong, because Scope 2 emissions? are usually the biggest factors in the carbon footprint of Hong

Kong companies.

' See the 2013 Hong Kong Business Survey on Energy Efficiency & Climate Change available here:
http://www.climatechangebusinessforum.com/en-us/research-11102011

2 Scope 2 emissions are “indirect GHG emissions from consumption of purchased electricity, heat or steam”, as
defined by The Greenhouse Gas Protocol (http://www.ghgprotocol.org/).
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Furthermore, from a sustainability perspective the outsourcing of generation as outlined in Option 1 goes
against the principle of self-sufficiency and merely off loads environmental impacts to another jurisdiction.
Maintaining local generation capacity sets a strong example that not-in-my-back-yard (NIMBY) is NOT an
acceptable solution. If global CO2 and regional air pollutant emissions are to be reduced, genuine

reductions (e.g. by using more gas and more renewable energy) must be made.

In this respect, every effort should be made to support the local generation of renewable energy where this
is practicable and supported by adequate natural resources (ie. wind, solar radiation, siting, etc). In addition,
BEC encourages Government to fully utilize landfill gas in Hong Kong and to generate electricity from waste
incineration. Government should also consider more support from its own funds for promoting the
development of more demonstration PV or micro wind projects for its own buildings, those of NGOs and
the general public. Furthermore, reasons need to be provided why the planned wind farms by CLP and
HEC have not been included in the current company development plans. Collectively these renewable
energy projects could provide a considerable portion of electricity demand for which devising special

incentive policies would be worthwhile.

Other considerations

The 10 year planning horizon should be extended to provide a more optimal longer term plan to transition
Hong Kong away from the current fuel mix, especially given the long lead times needed to build and operate

assets as well as the changes expected in CSG'’s fuel mix and grid infrastructure over the longer term.

The information for the community to reach an informed choice for the future fuel mix is limited and
incomplete. Essential information on cost and environmental impacts is missing and needs to be provided
by Government to facilitate a consensus building mechanism. The recent BEC survey points out that lack

of information is one of the major obstacles to creating public buy-in for changing the fuel mix.3

Furthermore, BEC is not currently persuaded that Macau is a suitable model for Hong Kong to follow, given

its smaller size and the different nature of both its economy and regulatory framework.

It is noted that the consultation document does not propose that additional electricity be sourced from a
dedicated generation station for Hong Kong located in Guangdong, similar to the current arrangement of
the Daya Bay Nuclear Power Station. It would be useful for Government to explain to the community as to
why this is no longer an option for Hong Kong, since it has worked well for the last 20 years. As such, the

option of increasing dedicated nuclear power supply to Hong Kong should be revisited.

* See the 2013 Hong Kong Business Survey on Energy Efficiency & Climate Change available here:
http://www.climatechangebusinessforum.com/en-us/research-11102011
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In Closing

Whilst Government notes in the consultation document that only supply side issues are covered, BEC
_r,egards demand side initiatives as equally important and would welcome further policy proposals from
Government as soon as possible. Indeed, if demand can be reduced from the projected levels foreseen in
the document, it may be necessary to revisit the need for new infrastructure in the short term, until it is
clear whether longer-term demand growth can be moderated or not, before significant additional

investments are made.

BEC is looking forward to working constructively with Government in taking our views forward. If there are
any questions or concerns in regards to the content of this submission please contact our Chief Executive
Officer, Ms. Agnes Li, at agnesn@bec.org.hk or 2784 3950.

Yours sincerely,

Prof John Chai
Chairman

Business Environment Council Limited

cc Mr K.S. Wong — Secretary for the Environment, HKSAR Government
Ms. Christine Loh — Under Secretary for the Environment, HKSAR Government

Ms Agnes Li, CEO, Business Environment Council
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Response Form JUN 20

Public Consultation on Future Fuel Mix for Electricity Generation for Hong Kong

Please send this response form to us on or before 18 June 2014 by one of these means.
mail: Environment Bureau, Electricity Reviews Division, 15/F, East Wing,
Central Government Offices, 2 Tim Mei Avenue, Tamar, Hong Kong

e-mail; fuel_mix@enb.gov.nk
fax: 2147 5834

Part 1 (See Notes)

corporate response (representing the views of a group or an organisation) or

inisis a
D individual response (representing the views of an individual)
by LANDIS & GY€ 47D
(name of person of organisation)
- . ; 7 - e | — S
(telephone) /] (e-mai) T’
Part 2
Fuel Mix Options
| agi ] e — l“D_RT — — | NATURAL  COAL
- NUCLEAR GRID GAS (& RE)
(DBNPS) PURCHASE
| Existing (2012) 23% - 22% 55%
Importing more electricity 20% 30%
gl KRl through purchase from — 40% 10%
the Mainland power grid Total : 50% |
I i
OPTION 2+ [ tstical; g 20% | 3 | 80% 20%
for local generation | |

* The above fuel mix ratios aim al providing & basis tor planning the necessary infrastructure for electncl
supply. Flexibility should apply to actual deplaymant ol each fuel type, having regard to the circumsiance

happening on the grounc

 Inclusive of a small percentage of ol
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Part 3

Specific Questions for Consultzation

Q1:

How do you view each of the two fuel mix options with regard to safety, reliability, cost, environmental

performance and other relevant considerations? (Pleas e indicate your view on EACH of the two

options.)

O . Reason for NOT supporting
i e (You can tick mare than one box)
[ stety
EJ/ Reliability
Q/ h }’ Affordability
1 D Environmental performance
[[] oOthers (please specify):
D Safety
[ ] Retiabitity
2 d [] [] Affordability

[] Environmentai performance
[] others (please specify):

L I l

Which of the two fuel mix Options do you prefer? Why? (Please tick ONLY ONE box)

Option 1 =h.

Option 2 Ez/

: Hiaasons:_[‘mu can tick more than ope box below)

Safety E/

Reliability =3

Affordability md

Environmental Performance

Others D Please specify:

irt 4

her Comments and Suggestions

- Zﬂﬂ_.p.{ Hd-a&'\':? /ﬁ'b‘t‘.‘i-_u:fi}h Aﬂ.‘i g ;’;_g J‘c.7‘?-.n*-é,,{.‘
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Response Form

Public Consultation on Future Fuel Mix for Electricity Generation for Hong Kong

Please send this response form to us on or before 18 June 2014 by one of these means:
mall: Environment Bureau, Electricity Reviews Division, 15/F, East Wing,
Central Government Officas, 2 Tim Mei Avenue, Tamar, Hong Kong
e-mail: fuel_mix@enb.gov.hk
fax; 2147 5834

Part 1 (See Notes)

Thisls a D corporate response [mpmmﬂng the views of 2 group or an organisation) or
indlvidual response (representing the views of an Individual)

ow Kt S fa ks B E?,;a\

(name of person or organisition)

-, — and
(telephone} (e-mail)

Part 2

Fuel Mix Options

Existing (2012)
Importing more electricity

el is LR M through purchase from
the Mainland power grid

Using more natural gas
for local generation

OPTION 2°

20% - 60% 20%

The above fuel mix ratios aim at providing & basis for planning the necessary infrastructure for electricity
supply. Flexibility should apply 1o actual deployment of each fugl type, having regard 1o the circumstances
happaning on tha ground

** Inclusive-of 2 small parcantage of oll
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Part3

- Specific Questions for Consultation
=i How do you view each of the two fuel mix options with regard to safety, refiability, cost, environmental
: performance and othar relevant considerations? (Pleass indicate your view on EACH of tha two

options.)
s ~ (You can tick more than one box)
| [7] Safety
Reliability
Affordablility
1 U @ Environmental performance
[/] Others (please specify):
[] satety
[] Retiabitity
2 [] Affordability
4 O [[] Environmental performance
[[] others (please specify):
Q2:  Which of the two fuel mix options do you prefer? Why? (Please tick ONLY ONE box)
Option 1 O
Option 2 v
Reasons: (You can tick more than one box below)
Safety /]
Rellabllity
Affordabllity
Environmental Performance [/]
Others Please specify:
Part 4

Other Comments and Suggestions
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