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Planning Ahead for a Better Fuel Mix 
HKGCC Submission in response to the Public Consultation on 

Future Fuel Mix for Electricity Generation 
 
1. The Hong Kong General Chamber of Commerce (“HKGCC”) has all the time 

been a supporter of the energy policy objective of the HKSAR Government to 
“ensure reliable supplies of energy at reasonable prices, promote its efficient 
and safe use, and at the same time minimize the environmental impacts in the 
production and use of energy”. Accordingly, the HKGCC fully supports 
stringent emission requirements for power plants, subject to the 
condition that Hong Kong needs a clear and effective energy policy to 
ensure that the territory continues to be supplied with the energy that we 
need with full regard to reliability, quality, social values and affordability, 
now and for the long term.   

 
2. The HKGCC welcomes the Environment Bureau’s public consultation to seek 

views on how the fuel mix for electricity generation could be changed to 
better serve our population and economy in future, having regard to the need 
to strike a balance among the four competing policy objectives of energy 
safety, reliability, affordability and environmental performance. As the 
consultation document points out, we cannot compromise on safety, and 
there is no room for lower reliability, given a safe and reliable power supply 
is a pre-requisite for maintaining Hong Kong’s competitiveness and the 
ability to go about our daily life. 
 

3. In the consultation, the Environment Bureau has described two fuel mix 
options - [1] importing more electricity through purchases from the Mainland 
power grid, and [2] using more natural gas for local generation, in easily 
understood language for public discussion. It is noteworthy that the idea of 
large-scale grid purchase from the Mainland in addition to nuclear power is 
brought up for the first time. Nonetheless, while it is generally agreed that any 
reduction in coal-fired power supply is the right direction in principle for 
Hong Kong, the consultation document falls short of providing sufficient 
information to evaluate the two fuel mix options from this perspective. 
Another concern is regarding the limited choices of fuel mix for the 
public to select. Our comments on the consultation are detailed as follows. 

 
Energy Demand and Infrastructure 
 
4. In deciding the fuel mix, whether through importing more electricity from the 

Mainland or continuing to rely significantly on local generation, it is obvious 
that we should address the future electricity demand first before evaluating 
possible options. According to the consultation document, electricity 
consumption from 2008 to 2012 increased by about 5.1%, or by an annual 
average of about 1.3%, despite the 19.3% GDP growth recorded in the same 
period (para. 1.5). In 2012, Hong Kong consumed 43 billion kWh of 
electricity. At an annual average growth rate of 1%-2%, it is predicted to reach 
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a total electricity consumption of 50 billion kWh in 2023 (para. 4.3). The 
estimation, however, does not seem to be taken account of substantial recent 
efforts to achieving energy efficiency and conservation by the business sector.  
 

5. Buildings account for about 90% of the total electricity consumed in Hong 
Kong, and we have great potential to improve energy efficiency and 
reduce our energy consumption in this area as a whole. The Buildings 
Energy Efficiency Ordinance, for example, has come into full operation since 
September 2012 to enhance energy efficiency, and there are ongoing private 
efforts working towards this direction. The Hong Kong Green Building 
Council has initiated a campaign to reduce 30% energy consumption of 
buildings by 2030, and many major property owners have also been 
promoting energy efficiency to stay competitive in the market. The moderate 
rise of electricity demand induced by economic growth will therefore likely 
be offset, or more than offset, by continued business efforts in the coming 
years. 
 

6. Despite the uncertainties on electricity demand, it is generally believed that 
natural gas is going to be a major transition fuel at least for the next few 
decades in view of the ongoing replacement of coal-fired generators to meet 
the Government’s emission caps. Therefore, the proportion of natural gas 
within the fuel mix is expected to rise regardless of the outcome of the 
consultation, which may imply that more capacity for power generation using 
natural gas would be added no matter what. In that case, it doesn’t seem to be 
justified to build a large scale cross-border interconnection network 
immediately, if we are able to achieve self-reliance in electricity 
generation. 
 

7. As to the need for making the long term fuel mix decision now, one may argue 
that energy infrastructure development takes time, i.e. about four to five years 
to build new gas-fired electricity generating units, and about eight to ten years 
to put in place new cross-boundary transmission infrastructure (para. 4.2). 
The current Scheme of Control Agreements (“SCAs”) will expire in 2018, 
and it may be a good timing to come up with a decision within the next few 
years, so as to prepare for the infrastructure development in order to 
implement a new fuel mix by 2023. However, large-scale grid purchase is 
untested in Hong Kong (para. 4.10), and an informed and foresighted 
decision depends a lot on discussions among stakeholders and the Legislative 
Council supported by accurate and available data, as well as negotiations with 
fuel suppliers to secure long-term supply contracts. While we encourage the 
HKSAR Government to conduct feasibility studies (para. 4.20) and risk 
assessment on detailed technical issues of grid purchase, in view of the 
mushrooming number of complicated issues associated with the growing 
social and economic integration with the Mainland and possibly power 
interconnection in the long run, we doubt if the community could reach a 
consensus on capital investment in new cross-boundary transmission 
infrastructure by 2018. In particular, just in case future electricity demand 
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grows slower than the current projection, the decision made today may lead 
to excessive capacity built-up which cannot be reverted. 

 
Electricity Market and Regulatory Framework 
 
8. We understand that the HKSAR Government was committed to introducing 

competition to the electricity market in as early as 2018 if the requisite 
market conditions are present, as stated in its submission on “New Scheme 
of Control Agreements” to the Legislative Council on 7 January, 2008. 
According to the consultation document, the grid purchase option will 
enhance interconnection between the two local power grids, and hence 
provide more room to introduce competition at the generation level (para 
4.40). However, the opening up of the electricity market is an important 
long-term policy requiring detailed studies and comprehensive 
economic assessments to define “requisite market conditions” and 
ascertain market readiness. Accordingly, the Government should not 
put the cart before the horse by considering market opening up as one 
of the key objectives in choosing the fuel mix in this consultation.   
 

9. As to the issue of viability for new energy operators to develop new grids 
with substantial investments in a small territory, it is noted that many 
advanced economies have been spending efforts to privatize state-owned 
electricity assets and finding appropriate regulatory regimes to manage 
post-privatization. Hong Kong’s electricity sector, on the other hand, has 
been privately owned from the outset, and the consensual SCAs have stood 
for decades, delivering a stable regulatory environment that encourages 
necessary investment while having the flexibility to balance public concerns 
on tariffs and environmental protection. In contrast, the Mainland’s 
electricity market is dominated by state-owned enterprises without 
noticeable progress towards liberalization. Importing power from the 
Mainland might be perceived as a significant step-back from our 
current market-based liberalized economy. Further, grid purchase 
involves major infrastructural changes, which differs from importing 
necessaries (such as foods and other products) driven by market demand. A 
certain percentage of importing power in the fuel mix mandated by the 
Government might also imply an intervention in the free market economy. 
 

10. One may consider that grid purchase from the Mainland offers the advantage 
of national security under "One-Country", with reference to the recent 
energy crisis of Ukraine. Nevertheless, the complexity of a cross-border 
regulatory framework should not be underestimated. Effectively, China 
Southern Power Grid (“CSG”) would become a sole energy seller outside 
Hong Kong, but the consultation document lacks concrete measures to deal 
with jurisdictional issues such as price negotiation and dispute settlement. A 
decision to compel imports of more power from the Mainland might be 
a regulatory decision, subject to a thorough and comprehensive 
regulatory impact assessment. 
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Energy Reliability and Stability 
 
11. Although electricity imports and exports have been practiced in many other 

places, including North America, the European Union, and the Macao SAR 
which imports about 90% of its electricity from the Mainland power grid, 
these may not be good comparables for Hong Kong - a "vertical city" with a 
significant concentration of high-rise domestic and commercial buildings 
served by lifts and escalators, and a densely populated environment mobilized 
by mass railway networks. We have to keep in mind that a reliable energy 
supply is essential not only to support and drive economic activities and 
development, but also to ensure safety of the general public. The great 
blackout incidents in North America and Europe in 2003 have demonstrated 
the uncertainties and potential risks of large-scale interconnected grid due to 
the complexity of infrastructure in nature. Accordingly, to prevent the 
consequence of power failure, Hong Kong property owners may be required 
to install back-up generators in buildings, involving substantial investment 
in facilities, if the reliability of our energy source is in doubt. 
 

12. As the consultation paper itself notes, Hong Kong enjoys a highly reliable 
electricity supply rate of exceeding 99.999%, which surpasses many other 
major metropolitan cities in the world including those in the Mainland. 
Being an international financial and commercial centre, Hong Kong 
cannot afford energy instability. A temporary blackout or power instability, 
even if it is just for a few seconds, will result in severe interruption, 
tremendous loss and damage in stock and financial markets, data centres and 
telecommunications services, airport and transport operations, productions 
and other business activities heavily relying on electricity supply. Businesses 
need reassurance of having the same or higher level of energy reliability 
that they are enjoying, which has not been guaranteed by the "untested" 
grid purchase scenario. Apparently, energy reliability in the Mainland cities 
does not compare favourably with Hong Kong. 
 

13. To maintain energy reliability, Hong Kong would probably need to 
import more than enough electricity from the Mainland grid, but the 
leftover cannot be stocked up economically due to the huge energy 
storage system required. We are unsure if favourable terms could be agreed 
on the flexibility of daily electricity supply to tie in with seasonal fluctuation 
of energy consumption, and whether Hong Kong is given the priority to be 
transmitted with grid electricity in the event of energy shortage and blackout 
in the Mainland.  
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14. Further, the consultation document proclaims that reliability of grid purchase 

is "high with suitable local back-up" (para. 3.18). It may be the case of Macau, 
in which the gaming industry is equipped with back-up generators. In the 
events of inordinate stress such as blackout, Hong Kong may cease to have 
the ability to generate power due to reduced local capacity. In order to 
maintain electricity stability in Hong Kong, the two power companies are 
required to maintain sufficient back-up electricity generating capacity. It 
brings up two technical questions, i.e. the desirable level of local back-up 
capacity to supplement the proposed 30% of total energy supply by grid 
purchase, and the lead time to convert fuel sources into electricity to 
cater for emergencies, which are not addressed in this consultation.  
 

Affordability and Environmental Performance 
 
15. Both options tabled by the Government have cost implications. Regardless of 

the decision, our electricity tariff will likely increase due to the wider use of 
cleaner but more expensive fuel. The Government estimates that the unit 
import/generation costs under both options will roughly double the current 
unit generation cost (para. 4.29). In our views, importing power from the 
Mainland does not necessarily guarantee lower rates as CSG faces the same 
issues of increasing fuel costs. Nonetheless, the consultation document 
does not provide detailed calculation of the tariff changes, based on 
Macau's experience and the trend of gas prices, which does not facilitate 
an intelligent debate of the alternatives on offer.  
 

16. To secure sufficient quantities of energy fuel at right prices, it is 
essential to acquire diversified sources of energy supply with flexibility 
to maintain bargaining power, and minimize risk from power failure. 
There are concerns on Hong Kong becoming a captive buyer if the grid 
purchase option is chosen, given the examples of negotiations of Hong 
Kong’s water supply from Dongjiang and Macau’s electricity supply from 
the Mainland. In the case of the natural gas option, the challenge of price 
fluctuation is subject to both regional and international supply and demand, 
as well as technological and regulatory developments. Storage facilities, 
such as liquefied natural gas terminals and floating storage regasification 
units could open up new opportunities of bringing in competitive gas choices 
for Hong Kong. 

 
17. According to the Census & Statistics Department, Hong Kong households on 

average spend less than 2% of their expenditure on electricity supply (para. 
1.12), and the electricity tariffs in Hong Kong are currently lower than 
Singapore, London, New York and Sydney (para. 1.13). It would be 
instructive to know how the new tariffs under the two options rank 
comparing to similar economies under the objective of building community 
support towards a cleaner fuel mix, assuming that it is justified.  
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18. In terms of environmental performance, we are told that both options can 

meet the 2020 environmental targets for better air quality and carbon emission 
performance. Grid purchase may facilitate access to more diversified and 
greener fuels which are not available in Hong Kong (para. 4.35), but we are 
uncertain about the fuel mix of Mainland grid given limited control over 
the use of cleaner fuel across the border. As pollution knows no border, we 
have to make sure that it would not be a waste of efforts to reduce local 
emissions by transferring the pollution to our backyard. 

 
19. One way to assess the environmental performance of grid purchase is to 

make reference to Macau’s indirect emissions from electricity imports. 
If, however, such data as carbon intensity of grid purchase is not available, 
companies may not be able to truly report on their own carbon emissions, as 
is the case in some countries like Australia. With the upcoming intention of 
the Hong Kong Exchanges and Clearing Limited to elevate parts of its 
current voluntary reporting guidelines from “recommended practice” to 
“comply or explain” level, there is a possibility that listed companies would 
need this information to meet the requirements. 

 
Other Options 

 
20. The consultation document proposes two fuel mix options only, but there may 

be other unaddressed alternatives. Importing more nuclear power, for 
example, has not been considered due to the safety concern after the 
Fukushima incident. Nevertheless, the reality is that a nuclear power plant in 
Daya Bay has long been, and will continue to be, in operation with or without 
energy transmission to Hong Kong. Having said that, the wider community in 
Hong Kong will need reassurance in relation to the risks associated with 
nuclear power.  

 
21. The HKSAR Government has been encouraging the development and wider 

adoption of renewable energy in Hong Kong with regard to technical and 
economic viability. The primary difficulty encountered under this option is 
natural geographic constraints of Hong Kong, and renewable energy remains 
a relatively expensive power generation alternative because of the hefty initial 
investment in infrastructure. While encouraging power companies to make 
greater use of renewable resources, we support the Government’s incentives 
to businesses and buildings to install small-scale renewable facilities where 
feasible.  

 
22. The decision on the future fuel mix should be a very long-term policy goal, 

but the planning horizon in the consultation document ends only in a decade 
from now (para. 4.2). The analysis and assessments would be more complete 
and holistic with a much longer time frame, when other options, including 
nuclear power and renewable energy, could become more viable.   
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Conclusion 
 
23. The HKGCC supports a clear and effective energy policy to ensure a high 

level of energy reliability and stability, with full regard to affordability and 
environmental performance. On a subject of such a magnitude of importance 
affecting the livelihood of everybody in Hong Kong, the Government should 
provide sufficient data to facilitate public debate so as to come up with an 
informed decision. The option of grid purchase from the Mainland would be 
subject to the results of feasibility studies and risk assessment to prepare for 
the possible energy integration in the long run. In the absence of more detailed 
information, we believe that local generation remains the more viable option 
for the near to medium term. 

 
 
 
 
HKGCC Secretariat 
17 June, 2014 
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Views in response to the Public Consultation on 
Future fuel Mix for Electricity Generation 

 

1) Energy Policy 
Objectives 

Government’s policy objective is to ensure that consumers receive 
reliable, safe and efficient electricity supply at reasonable prices 
while minimizing environmental impact caused by the generation 
and use of electricity. 
 

Our views 1.1 The proposed statement looks reasonable, but it is more 
desirable to have more precise descriptions in the statement for 
avoidance of ambiguity and different interpretations made by 
different stakeholders in the electricity supply industry   
 
1.2 We consider the proposed Energy Policy Objectives statement 
need further interpretation, opportunities, extensions and 
implementation mechanism as described as follows: 

• to take wider territorial perceptive to beyond Hong Kong 
territory;  

• to have more precise qualitative descriptions on reliability, 
safety, efficiency and price reasonability e.g. not less than 
that in metropolis of developed countries; 

• to include other objectives such as fuel supply diversity, 
advances in power technology;  

• quantitative and qualitative environmental targets; and 

• Implementation mechanism to achieve such Energy Policy 
Objectives. 

 
1.3 For  the reason that  Hong Kong’s reality as a small place in 
Asia without energy resources of any kind, we need to make full of 
use of worldwide market forces and appropriate mechanisms to 
ensure  satisfactory compliance with our energy policy in practices 
 

  

2)  Future fuel mix 
for electricity  
generation 

As strategic means to achieve the energy policy objectives 
 

Our Views 2.1 We agree that Fuel Mix is a primary means to achieve our 
energy policy objectives, but should not be the only means. Over-
reliant on a particular fuel type or mix, or one supply source does 
not make sense. Strategically, with Energy Policy Objectives 
specified in fine and more detailed forms, we could identify as 
many alternatives as allowable by technology and worldwide 
commercial conditions without either restricting ourselves at the 
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very beginning to a very few alternatives only or limiting our exit 
possibility to better alternatives that may arise from time to time. 
We should review and compare commercially, economically, and 
technically all alternatives for both short term and long term 
scenario for final selection of most cost-effective one in line with 
Energy Policy Objectives and in the best interest of Hong Kong 
community.  
 
2.2 As one of the very few global financial centers, Hong Kong 
needs a more proactive regulatory framework including an 
independent regulatory body and authorized mechanisms as other 
developed countries. The future regulatory frameworks should 
therefore have provisions and flexibilities enforcing stakeholders in 
the electricity supply industry in implementation of any strategic 
actions leading to compliance of Energy Policy Objectives.  
 
2.3 The public should, in addition to being informed of likely 
changes and sought consultation as required from time to time, play 
a more active part, such as public hearing, in the decision of 
strategic actions. 
 

  

3)  Post-2018 
regulatory 
framework for the 
electricity market 

Outcome of the proposed future fuel mix for electricity generation 
helps to set the scene for the review of the post-2018 regulatory 
framework for the electricity market 
 

Our Views 3.1 In accordance with prevailing SOC agreement, HKSAR 
government spells out explicitly that changes may be introduced to 
the post-2018 electricity supply regulatory framework after 
consideration of the market readiness and other relevant factors. We 
believe that post-2018 regulatory framework should shed light on 
the future structure of the power supply market: open market or 
regulated monopoly. 
 
3.2 We reckon that an open market would not always guarantee 
lower power price, price stability and high reliability, while 
regulated monopoly would not always mean higher power price. It 
all depends on how the industry is being regulated. 
  
3.3 Option 1 requires substantial investments in interconnecting and 
reinforcing the networks among CLP, HEC and CSG, and could be 
a preferred and logical outcome conducive to the development of 
free and competitive type of market structure.  
 
3.4 If CSG only serves as another power supplier buying power 
from within its territories and reselling the power to the existing 



two Hong Kong utilities, we do not think Option 1 would lead to an 
open and competitive market in generation as the number of 
wholesale power suppliers merely increases from two to three. 
Heavy investment already sunk in cross border transmission, 
earmarked at HK $30,000 million and long term supply agreement 
with CSG, would represent hurdles to future opening of wholesale 
power market and any changes in supply arrangement that may be 
required from time to time for compliance with Energy Policy 
Objectives.  
 
3.5 When CSG only involves in delivering power and is paid for 
the delivery service provided only, and Hong Kong utilities directly 
negotiate with and purchase from several independent power 
producers within CSG territories in Guangdong under conventional 
commercial terms and conditions, the appropriate scale of 
investment in cross border transmission would then be more 
dictated by the market and supply requirement, less by 
administration directives. Option 1 would lead to a more open 
market type of structure in wholesale electricity supply. 
 
 
3.6 We reckon that Option 2 prefers the status quo unchanged as a 
regulated monopoly structure as the limits in siting power stations 
in Hong Kong could restrict the number of independent power 
producers thereby affecting the market efficiency in the wholesale 
electricity supply. Nevertheless, a step by step approach is available 
to Hong Kong in retiring existing old coal fired units and installing 
new generation units of appropriate fuel, size, and technology, to 
meet our Energy Policy Objectives, Fuel Mix targets and load 
increases. As when Hong Kong is ready for power market opening, 
stranded costs, if any, would be relatively lower and negotiable 
with utilities. HKSAR government will also have better control 
over supply reliability and environmental performance. Any tariff 
increases will be more gradual and under affordability check.  
 
3.7 Since both Options seeking public consultation meet our Energy 
Policy Objectives, we consider that whichever type of market 
structure is selected would more likely direct to which Fuel Mix 
Option. We, therefore, consider that it is the post-2018 regulatory 
framework post would more likely set the scene for future fuel mix, 
not as it is described in the Consultation Paper.  
 
3.8 HKSAR government has yet to release a more comprehensive 
consultative paper on the market structure of post-2018 regulatory 
framework as such structure would help us in Fuel Mix selection. 
We urge HKSAR government to do so as soon as possible. 



 
3.9 For the regulated monopoly type of structure, the issues covered 
should extend beyond what are currently provided for in the 
prevalent Scheme of Control. More aspects such as return level, 
rate base, system expansion and capital expenditure, energy saving 
and environmental conservation, connection of renewable energy 
and self generation by customers, transfer of power among 
customers, penalties and rewards, and more transparent regulatory 
means, fuel pass-through mechanism, etc are to be put under 
regulatory review and control. 
 
3.10 For the  market type of structure, open market in generation, 
transmission and distribution markets; competitions under short 
term and long term supply commitments; independent transmission 
operators; reliability standard; environmental regulation, necessary 
legislation requirement; independent regulators, antitrust 
requirements, experience in other parts of the world, pros and cons 
in power price level and stability, technical implications, politics 
involved, community preference, implementation timelines and 
roadmaps etc. should be well considered before a final decision is 
made on this market structure. 
 
3.11 We consider that there is a need for setting up a more 
proactive independent regulator as in developed countries for more 
openness, fairness, transparency and accountability in regulatory 
actions, directives, public hearing and information dissemination 
under whatever market structure chosen. 
 
3.12 The post-2018 regulatory framework should facilitate the 
implementation of Energy Objectives, and Fuel Mix, whichever 
options are chosen.  
 

4) Fuel mix 
revamp 

Techno-economic perspectives 
 

Our Views 4.1 The present Consultation Document does not reveal technical 
and economic implications of Option 1 and Options 2 in any 
details. 
 
4.2We consider the technical implications are the key in achieving 
necessary reliability level and also have economic consequences. 
The technical perspectives of electricity supply industry are wide as 
described in following paragraphs and should be well taken for 
feasibility and comparison studies under Option 1 and Option 2.  
 
4.3 Clean coal technology is well proven and advanced to a more 
matured state except for carbon capture technology. Coal fuel is 



mined worldwide in political stable areas and price is lower than 
other liquid and gaseous hydrocarbon fuels. Coal fired generation 
with clean coal technology meeting environment standards should 
not be ruled out in fuel and generation mix. 
 
4.4 We do not see any specific policy, such as a ceiling or cap, on 
greenhouse gas emission in Consultation Document. We suggest 
including the possibility and a mechanism of carbon trading with 
renewable energy producers in Asia for lowering implementation 
costs under certain carbon dioxide emission cap that may be 
required under international protocols in a way similar to what are 
allowable in EU countries. There are more challenges under Option 
1 in respect to carbon emission control than under Option 2 as 
HKSAR government might not have direct control over cross-
boundary electricity generation. 
 
4.5 How Hong Kong purchasing power program from CSG is 
devised and realized to meet total retired capacity during 2017 and 
2023 period, which would amount to 700 to 1400 MW in CLPP and 
500 to 750 MW in HKE under Option 1, would affect supply 
reliability to HK customers. Any delays or deficit in amount 
supplied, or load growing more than expected would cause power 
supply vulnerable unless a very successful power saving program is 
to be implemented in the coming years. If the purchasing power 
program and capacity retirement program are not well consistent 
with each other and implemented as scheduled, the resulting risks in 
supply reliability and costs to the society could be huge and our 
Energy Policy may be contradicted as well. Enforcement of 
commercial power supply agreements could be a problem under 
continuous shortage of power supply, e.g. prolonged draft seasons 
in South China. 
 
4.6 Under Option 1, if Hong Kong simply buys power from CSG, 
Hong Kong would then not have direct control of the sources of the 
power. The amount of additional reserve capacity for the non-
delivery of power due to power supply and demand conditions in 
CSG, loss of transmission links to Hong Kong, and peak load 
forecast errors need to be factored into (i) the reliability and 
environment outcomes and (ii) the minimum reserve plant margin 
and operating margin to be provided by HK utilities. Necessary 
generation reliability study should be carried for determining 
additional reserve capacity requirement in Hong Kong that would 
bring the two options to the same comparable reliability level. The 
associated costs should be factored into Option 1 for comparing 
with Option 2. 
 



4.7After reviewing possible load growth pattern, retirement of aged 
generating units and system security requirement, we consider that 
power purchase from CSG may not be enough under Option 1 and 
new units still need to be installed in Hong Kong. Post-2018 
regulatory framework should have provisions for such new unit 
additions in Hong Kong. 
 
4.8 HKSAR government should take the lead and work together 
with CLPP, HKE and CSG in comprehensive power system design 
and operation studies under Option 1. At present, we know very 
little about the results of such studies and therefore tend to think 
that any studies done already may not be up to the sophistication 
level required. Only when such studies are done and associated 
costs are estimated, ultimate all-in costs of power to Hong Kong 
customers under Option 1 would be clear. At present, we envisage 
likely problems as follows: 

• System and Voltage Stability Problems due to the 
additional 3,000 MW plus load being added to the 
existing transmission links running from north to south to 
the load centers at Guangzhou, Dongguan and Shenzhen 
and existing nuclear transmission system at Daya Bay 
during certain loading and outage conditions;. 

• Load Control and Loop flow problems due to differences 
in impedances between the transmission circuits from 
CSG to CLP and HKE, long distance power transfer of 
significant amount, additional phase angle transformers 
and other power control equipment may need to be 
installed. 

• High Cost and Schedule Uncertainty possibly due to 
likely significant cost overrun and schedule delays in 
land acquisition and relocation compensation for CSG 
transmission circuits to CLP and HKE. 

Without such problems satisfactorily solved and mitigated, the 
policy objectives of safe, reliability and reasonable price could be 
jeopardized. 
 
4.9 We believe that the technicality under Option 2 are much 
simpler and can be handled by the two supply companies as they 
are used to in the past. However, we reckon that increase in the 
amount of natural gas for generation required could justify direct 
purchase of LNG in international markets and either owning a 
separate LNG terminal in Hong Kong or arranging tolling 
arrangment with a nearby LNG terminal in south of Guangdong for 
power generation and other hydrocarbon fuels users in Hong Kong. 
Such additional LNG sources would greatly enhance price stability 
and economics, and diversity of  fuel supply.  



 
4.10 Government should employ full time independent technical 
and financial consultants and/or establish its own teams with 
specialties in the power market and supply industry for timely, 
accurate and comprehensive studies of and advices on all aspects 
relating to market structures, generating costs analysis, 
environmental impacts, power systems and power engineering. The 
government/consultants should publish its reports on the status of 
the power supply industry, short and long term planning 
recommendation of all aspects related to retirement and additions of 
generation units, system expansion and operations, sales and 
revenue, financial conditions and costs of electricity, environmental 
performance, reliability outcome, future growth and challenges 
including likely market structure changes. International references 
in this regard should also be learnt and taken. 
 
4.11 A fully integrated national grid might be ready by around 
2020. An opportunity could be available by making use of free 
market forces in realizing our Energy Policy. Post-2018 regulatory 
framework and Fuel Mix decision should have provisions to take 
such opportunity should it come up. 
 

 

  

5) Timeline and 
Roadmap 

For years 2014, 2015, 2018 and 2023 

Our Views 5.1 We interpret Public Consultation on the Future Fuel Mix for 
Electricity Generation respects to the development of  regulatory 
framework as follows: 

• Option 1 is more conducive to the opening up the present 
regulated monopoly power market only when CSG only 
involves in delivering the power through its networks, 
and Hong Kong directly purchases power from several 
independent power producers in Guangdong under 
conventional commercial agreements. 

• Option 2 is more conducive to maintaining the current 
status quo.   

• Based on the decision of Fuel Mix option in 2015, there 
could be considerable implications to likely changes to 
the power market structure in 2018/2023. 

• A regulatory framework of the Hong Kong power supply 
market be finalized in 2018 and a clear commitment for 
actions by 2023.  

 
5.2 Government should publish as soon as possible a timeline and 



roadmap for possible changes or no changes to the prevalent 
regulated framework after the conclusion of the prevalent fuel-mix 
consultation. 
 
5.3 For whatever decision made out of the two options, there should 
be clear indication that HKSAR government is committed to a 
procedure that would lead to an ultimate decision on the market 
structure for power market on the basis of comparing the two 
market structure options as follows: 

• Revision of the current Scheme of Control for a wider, 
more equitable and more transparent regulatory control 
framework leading to better performance in every 
respects, no excesses built-up of capacity and capital 
expenditure, and capital return at a level commensurate to 
the risks taken; and  

• Restructuring the existing  regulated monopoly to the  
establishment of a open market type of structure in 
generation (wholesale) or/and distributions (retail) in 
accordance with usual international anti-trust practices as 
in other developed countries and in compliance with the 
prevalent Energy Policy Objectives. 

 

 

  

6)    Summary of response to the consultation  paper 
 

Our Views 6.1 The proposed Energy Policy Objectives statement looks 
reasonable but need further interpretation, extensions for wider 
perspectives, and inclusion of appropriate implementation 
mechanism to achieve such objectives. 
 
6.2 Fuel Mix, though a primary means, should not be the only 
means to implement Energy Policy. Other alternatives for both 
short term and long term scenario should be considered and a final 
most cost-effective one selected. 
 
6.3 We believe that it is the post-2018 regulatory framework, not 
the Fuel Mix options, should shed light on the future structure of 
the power supply market: free market or regulated monopoly. We 
urge HKSAR government to disclose where the power Under 
Option 1 comes from: (1) CSG purchasing power within its grid 
and reselling to Hong Kong, or (2) CSG delivering power that 
Hong Kong directly purchases from several independent power 
producers within CSG territory. The sources would affect the future 
direction of our market restructuring. 



 
6.4 Comprehensive comparisons of the two fuel options from 
social, technical, reliability, economic and environmental 
perspectives should be carried out such that costs of electricity and 
other qualifications under both fuel options could be available for 
costs and benefits analysis and comparison. Without comparisons 
in such details and wider scope, any choice between Option 1 and 
Option 2 could only be preliminary, an indication of preference and 
subject to final review and decision.  
  
6.5 Technical and economic implications should be carefully 
explored under Option 1 and likely impacts and associated risks on 
the supply and power system vulnerability as well as costs 
uncertainties on power price be identified and mitigated as 
necessary. Under Option 2, the requirement of direct LNG purchase 
and either building a LNG terminal in Hong Kong or arranging a 
tolling with nearby LNG terminals should be visited. 
 
6.6 HKSAR government should announce timelines and 
implementation roadmap of actions leading to the ultimate decision 
on the regulatory framework after 2018/2025 and the choice of 
market structure as soon as the current consultation is completed. 
 
6.7 Establishment of an independent regulatory authority dedicated 
to the power supply industry should be taken 
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Mr. KS Wong 

Secretary for the Environment 

Electricity Reviews Division 

Environment Bureau  

15/F, East Wing, Central Government Offices 

2 Tim Mei Avenue 

Tamar, Hong Kong 

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

 
With reference to the captioned Consultation Document, I am pleased to furnish the views from 

some of our Council Members subsequent to the forum supported by the Hong Kong Association 

for the Advancement of Science & Technology (HKAAST) with the Institution of Measurement 

& Control, Hong Kong (InstMC HK) at Hong Kong Polytechnic University N002 on 9
th

 June 

2014 and the seminar organized by the HKAAST & co organized by the InstMC HK at the 

HKAAST on 17
th

 June 2014. 

 

As highlighted during the said forum, without detail and forecasts for either option for a 

reasonable cost projection, it seems unconvincing that the generation cost would be double; it is 

not prudent to comment which option would be more reliable, environmentally and economically 

better, due to inadequate information from the Consultation Document. More public discussions 

would be required and more options should be considered for a sound decision. 

 

We have the understanding that Hong Kong has been receiving power from Daya Bay Nuclear 

Power Station for around 20 years positively; it is through a dedicated link connecting the said 

station to Hong Kong direct. Technically, there is an interlock to separate from the Guangdong 

grid during instability in China; for Option 1, such technical arrangement requires to be 

addressed. 

 

Environmentally, if it is our intention to reduce coal firing units in Hong Kong, Option 2 appears 

to be more appropriate by using more relatively cleaner natural gas. For Option 1, the sources of 

generating plants are unknown; hence, the emissions reduction could not be quantified.  During 

the forum, it was claimed that the emissions of Option 1 would be more as the fuel would very 

likely to be coal. 

 

Safety 

 

For safety issues, the HK Electric and CLP Power are performing! According to the record, we 

could have our power generated, transmitted, distributed safely, in case Option 2 is adopted. 

 

Reliability 
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The reliability of Hong Kong electricity supply is ‘Number 1’ in the world.  In Hong Kong, we 

are talking about several minutes of unplanned customer interruption annually; reliability is 

measured in hours per year in China. It is expensive for our generating plant to be at hot/warm 

standby mode to be ready for the load demand when there is a failure of power from China. 

 

Affordability of Electricity Price 

 

For Option 1, the variables include inflation in China and status of RMB.  

 

Environmental and Sustainability Performance 

 

For Option 1, it appears that we are passing our emission reduction responsibility to China; it is 

considered that local gas generation is preferred for the ability of emission reduction at source.  

 

Social Impact 

 

For Option 2, local professionals and the related business partners could be benefited. 

 

 

Yours sincerely, 

 

 

 

 

 

Dr. Louis Lock 
PhD DBA HonDEng HonFUclan HonFSOE HonFIPlantE FHKAAST FHKIE FInstMC SrMCSEE RPE CEng CEnv CPPCC(NBBL) 

President 

The Hong Kong Association for the Advancement of Science & Technology 
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