"k.A.Malone" To: <electricitycommentstage?2@edlb.gov.hk>
cc:
Subject: [Possible SPAM] Response to Consultation Paper on Future
Development of the Electricity Market in Hong Kong
[J Urgent [] Return Receipt

30/03/2006 14:19

To Econom c Devel opnent and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be linked with
the total em ssion caps set under the power conpanies' |icences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of wi nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.
Kat hl een A Mal one



"K.A. Murphy" To: <electricitycommentstage2@edIb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

25/03/2006 20:17

To Econom c Devel opnent and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be linked with
the total em ssion caps set under the power conpanies' |icences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of wi nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.

Sign: K. A Mirphy



"k avette" To: <electricitycommentstage2@edlb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

28/03/2006 08:55

To Econom c Devel oprment and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be |inked with
the total em ssion caps set under the power conpanies' |licences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of w nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.

Sign: __k a vette



To: <electricitycommentstage2@edlb.gov.hk>
cc:
Subject: Stge Il Public Consultation on Future Development of the Electricity
Market
[ lurgent [ ] Return Receipt

31/03/2006 17:57

Dear Sirs,

Let us write our opinions and comments on the above SOC matter as one of Electricity user and one
of Corporate body relating to Electricity business in Hong Kong.

1. We would like to point out that the importance of "supply reliability, reasonable tariff and
environmental friendly".

2. Most people seem to be interesting in Powe Co's tariff but we have to speak to you actually
Reliable Suply and Environmental Friendly is much more important in

long-run basis. Because when we open our eyes, it has been hazy everyday recently in Hong Kong
due to air contamination coming from other area. We do believe no

one will disp ute this fact.

3. As far as supply of reliable electricity concerned, this is mission and duty for Power Company to
supply reliable electricity to all of Hong Kong citizens, offices,

factories etc to let Hong Kong citizens spend happy life and to maintain competive power in this
world.

4, We would like to commnet Electric tariff as under:-

1) Elctirc tariff in Hong Kong is fixed since 1998 until now and it is relatively higher than that of
Taiwan, Shangai and Singapore. However, it is lower than that of New York,

Tokyo and London by 20 to 30%. And Electricity accounts for only 1.3% to 2.7% of monthly
household expenditure in Hong Kong, it shall be maarginable iging from Hng Kong's cost of living.

2) On the other hands, there are a lot of high rise building in Hong kong City, one power failure had
happened, very faunctions in city is paralyzed totally resulting in great impact to Hong Kong
Economy.

3) We do belive that Power Industry return from investment asset should be maintained after year of
2008.

Power Industry investments are typically large, long-term and immobile. It means there is great risk in
their investments. So, ii is fair for Power Inddutry to allow to lengthen duration of regime and guarante
reasonable return.

Recently, Novel Peace Prize laureat, Mrs Wangari Maathai spoke Japanese Audience the word of
"MOTTAINAI" which means "What a waste". This Japanese, MOTTAINAI, shall be international word
shortly. She has been prompting Environment causes all over the world now having concept of the
three "R"s that Mr. Maathai referred to REDUCE, RECYCLE and REUSE and recently she has since
added "REPAIR".

We hope you to urge and encourge citizens in wealthy nations to rein in their rampant consuerism.
This is much more important to maintain Hong Kong clean than reducing return to Power Industry.

Best Regards
K. Aoki
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"K Bahra" To: <electricitycommentstage2@edlb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

24/03/2006 15:10

To Econom c Devel oprment and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be |inked with
the total em ssion caps set under the power conpanies' |licences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of w nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.



"k barney" To: <electricitycommentstage2@edIb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

24/03/2006 18:41

To Econom c Devel opnent and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be linked with
the total em ssion caps set under the power conpanies' |icences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of wi nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.



"Karali Charan To: <electricitycommentstage2@edIb.gov.hk>
CHATTERJEE" cc:

Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong

[ Urgent [] Return Receipt

24/03/2006 11:21

To Econom c Devel oprment and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be |inked with
the total em ssion caps set under the power conpanies' |licences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of w nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.

Sign: K. C Chatterjee



Kar Cheung Cheung To: electricitycommentstage2@edlb.gov.hk
) cc:
Subject: Future Development of the Electricity Market in HK - Stage Il
Consultation

20/03/2006 16:05 [l urgent [] Return Receipt

Dear Sir,

Referring to the Government's conusultation paper on the captioned subject, | would
like to comment as follows.

Of the dozens of proposals outlined in the paper, some of them are quite
commendable. Proven and simple concepts of the current scheme of control (SOC)
are retained. For example, the agreement will be a bilateral one bween the
Government and the two local power companies. And, the rate of return is based on
the average net fixed asset. Of the new features proposed this time, | found the
establishment of the Tariff Stabilisation Fund to be a good move that would help to
stabilize tariff.

Before modifying the existing SOC, one has to review it to determine areas requiring
revision. As evident from the submissions for stage | consultation and postings in
the stage Il consultation, the existing SOC is considered to be highly effe! ctive in the
vast majority of cases. | could find no reason in putting forward the following
proposals in the consultation paper:

1. tiered rates of return applying to different types of assets.

This will complicate the return issue. Simple dependence on the average net fixed
aset is preferred.

2. rate of return reduced from the present 13.5% to 7 - 11%

The proposed rates of return of 7 - 11% is too low to attract investment in view of
the long term nature of the power industry together with the inherent risks.

3. rate of return linked to emission cap target achieved or not.

As there are already penalties for power companies not meeting the emission caps,
the new regulation should not impose double penalty.

4. 10 years r! egulatory period instead of the present 15 years.

Due to the long term nature of the power industry, e.g. many capital items will have
usable life of 20 to 30 years, the current 15 years term should not be reduced.

Regards,
K.C. Cheung
(email: )
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StageZ Consultation - view oo the future electricity market 12/63/2606

Dear Officer,

Regarding to the proposed changes on the future clectricity supply market, | have the
following views:

1. Stability and Reliability of power supply is paramount important to the continuous
success of HK:

a. The success of HK's economy in the past many vears is atmbuted fo the stable
and reliable electricity supply from our existing two electric nower ¢
iz HK. Frequent black out and unstable power supply will lead to huge
financial Josses and distress in life to our HK citizens.

b. Moreover, investors will leave HK if power supply is unstable or unavailable
due to open clectricity supply market or lower the Rate Of Retumn of our
existing electricity companies.

TN 1
il

2. Lower Permitted Return will deter electricity companies to maintain their reliable
services to HK:

a. Ibelieve that the existing Permitted Return should not be changed (based on
average net fixed asset), as this is a common practice worldwide and simpic to
maonitor.

b. The ROR should not be lowered from the present 13.5%, as lower ROR may
lead to less investment, which will then affect the supply reliability. Only
sufficient ROR can attract the huge and long-term investment required by the
power mndustry.

3. Open electricity supply market in HK:

a. If the government allows electricity suppliers from mainland China to enter
into HK market in the next 5 years for the sake of competition and hope to
drive the tariff down, this may work in a short period of time, But in a long
term, the current elecirierty suppliers will be force to leave the HK market due
to lower profit, and by that time, the HK citizens will have to pay a higher
electricity charges than before when the power suppliers from the mainland
China raise the tariff after driving out the competitors.

b. In the view that the shortage of electricity supply in the Guang Dong province
will still be very serious in the next S to 10 years due to its rapid economic
growth and demand in power supply, distributing reliable and stable excess
electricity 1o HK is very unlikely. Even thought more power plants can be
built in the provinee to maintain the electricity supply to HK, it is foreseeable
that the pollution problem due to the lack of good emission control in those
power plants will be gemting more serious in the Pear] River delta region.

K/C. Cheung
Hong Kong citizen




"K C Hong" To: electricitycommentstage2@edlb.gov.hk
cc:
Subject:
[J Urgent [] Return Receipt

27/03/2006 10:31

K C Hong



"Kathryn Labrum® To: <electricitycommentstage2@edIb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

27/03/2006 17:51

To Econom c Devel oprment and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be |inked with
the total em ssion caps set under the power conpanies' |licences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of w nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.

Sign: K C. Labrum



K CLam To: electricitycommentstage2@edIlb.gov.hk
cc:
Subject: Future Development of the Electricity Market in Hong Kong - Stage
Il Consultation
[ Urgent [] Return Receipt

27/03/2006 22:23

Dear Sir,

| would like to offer my comments on the Stage 2 Public Consultation Paper on Future
Development of the Electricity Market in Hong Kong for your consideration.

| agree with the policy objective stated in the consultation paper, namely, to ensure
reliable, safe, efficient and environmentally responsible energy supply at reasonable
prices.

| support Government's proposal to continue economic regulation by means of bilateral
agreement because pre-requisites for competitive market do not exist in Hong Kong.

However, some of Government's proposed modifications to the current SOC might not
help Government to meet the policy objective.

The proposed regulatory period of 10-year period is too short. The power industry is
very capital intensive with long payback period. Regulatory period should remain 15 y!
ears to facilitate long-term investments.

Government's proposal to apply different returns to different types of assets is
unreasonable. All assets are required to deliver reliable service to consumers.
Government's proposal will lead to distorted investment decisions which may affect
electricity supply in the long run.

Incentives should be provided to power companies to make investment to improve the
environmental performance of their power plants. Setting a lower rate of return for
emission reduction facilities contradicts with the Government's policy objective of
minimising environmental impact.

The proposed 7-11% rate of return is too low. Return level should be sufficient to
encourage investment to ensure reliable supply.

Regards,

K C Lam



"K. C. Law" To: electricitycommentstage2@edIlb.gov.hk
cc:
Subject: COMMENT
[J Urgent [] Return Receipt

28/03/2006 19:45

Please find the file attached.

K C Law

[1

Letter-kclaw. doc



K.C. Law
29-3-2006
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"KC Tsui" To: electricitycommentstage2@edIlb.gov.hk
cc:
Subject: Stage Il Consultation Paper On Future Development Of The
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

28/03/2006 19:23

Economic Development and Labour Bureau
2/F., Centrd Government Offices

Main & East Wings

Lower Albert Road, Central

Hong Kong

Stage |1 Consultation Paper On Future Deve opment
Of The Electricity Market in Hong Kong

Dear Sir,

While | concur with the mgority of your proposds in the the Stage |1 Consultation Peper, | do have
some additiona comments on your Consultation Proposals:.-

1) It would be unfair to impose penaty on ROR to the power companies if the emission cgps cannot
be met. Thereis uncertainty in the post-2008 regulatory framework for the power companiesto
plan for their long-term investment and there is possibility of future emission trading with the
Mainland.

2) | think the proposal should properly balance the interests between the investors and the
consumers. Consumers should aso have the responsibility to pay more in reducing the emisson from

power plants.

3) Since that according to the existing Air Pollution Control Ordinance, the two power companiesin
Hong Kong have aready been subject to penaty when they cannot meet the emission caps, the rate
of return (ROR) linked to emisson cap target achievement is definitely not a good proposa in the
Stage Il Consultation Paper.

4) ROR should be only directly related to the cost of raising the capital and the various risks
incurred. It seems not reasonable to relae the achievement of the emission caps of the power
companies to the ROR.

Yours fathfully,

K.C. Tsui



30™ March 2006

X.C Yee

Economic Development Branch
Economic Development and Labour Bureau
Hong Kong SAR Government

2™ Floor, East Wing, Central Government Office,
Lower Albert Road,

Central
LR T L
Hong Kong o v
AND LABOLR BLES .
> GIN BRNMEN] ,
N2 SR TAKIAT -
Dear Sirs,

Future Development of the Electricity Market in Hong Xong,
Stage 2 Consultation

1 would like to express my opinion about the consuliation.

a.) 1 fully support the current Scheme control arrangement between the clectricity
company and Hong Kong Government with 13.5 % rate of return.

b.) Tagree with the period of scheme of control shall be at least 20 years so that the
electricity company can plan for the development of Hong Kong.

¢.) I agree the current tanfl s switable for me and my famly.

c.) I support the current regulatory framework that could bring the benefit to us with
high reliability of electricity supply.

If you require any further information, please feel free to contact me either by

Yours fatthfully,

e

Encl: as stated.



"Yu Kam Chuen" To: <electricitycommentstage2@edIb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

24/03/2006 16:07

To Econom c Devel opnent and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be linked with
the total em ssion caps set under the power conpanies' |icences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of wi nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.

Sign: _K C YU



"K Chung" To: <electricitycommentstage2@edIb.gov.hk>
cc:
Subject:

30/03/2006 12:35 [ Urgent [] Return Receipt




Ricky Ip King Fai To: electricitycommentstage2@edlb.gov.hk
cc:
Subject:

27/03/2006 22:18 [J Urgent [] Return Receipt

[1
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TOO0G To: electricitycommentstage2@edlb.gov.hk
cc:
Subject:

01/04/2006 00:15 [ Jurgent [ ] Return Receipt

k.f. mok



Economic Development and Labour Bureau
2/F., Central Government Offices

Main & East Wings

Lower Albert Road, Central

Hong Kong

Dear Sir/Madam,

Comment On The Stage II Consultation Paper

In the current SCAs, the Government closely monitors the demand in the power
companies’ respective service areas and the timing for the installation of additional
generation facilities. As informed in the Stage II Consultation Paper, I now know
that in the present mechanism, a portion (40% for CLP Power and 50% for HEC of
the capital expenditure on any facility found to be “excessive’” would be excluded

from the company’s ANFA for calculating the return.

In the new regime, all capital expenditure on generation facility found to be
excessive will be deducted from the rate base in calculating the company’s return. [
think that this is not fair to the power companies, the 100% deduction will only
discourage investment in generation facilities and eventually, lack of sufficient power

supply will be resulted. Therefore, [ suggest that this issue be carefully
reconsidered.

Yours faithfully,

U U K.F. Wong
VI e A
\\ . . \//; ,;9\
S “A- L ”)\\
A o =\
VBV = o
N —



"K Fung” To: <electricitycommentstage2@edIb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

28/03/2006 09:08

To Econom c Devel oprment and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be |inked with
the total em ssion caps set under the power conpanies' |licences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of w nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.

Si gn: K Fung



"K Graham" To: <electricitycommentstage2@edlb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

28/03/2006 07:41

To Econom c Devel oprment and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be |inked with
the total em ssion caps set under the power conpanies' |licences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of w nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.
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To: edb@edlb.gov.hk
cc:
Subject: Web Enquiry
[J urgent [] Return Receipt

30/03/2006 20:35

real name: K. H. Chang
subj ect :
Enqui ry:
7%

10% 15%



To ; Economic Development and Labour Bureau Government of the
HKSAR

Subject Comment on Stage [I Consultation Paper
Date ; 12th April 2006
Dear Sirs,

[ refer to the * Stage I Consultation Paper” and I would like to express myv
opinions as below and I should be grateful if my suggestions will be kindly
considered in your proposals on the framework for the future development of the

electricity market.

Yours sincerely

K H Chau

>

1. With reference to the result of the “ Stage I Consultation paper”, most of the
citizen would like to keep no change of the existing regulations for both electric

companies in HK.

I also agree with this point, since both companies has been provide stable and

reliable of power supply for us in the past many years and they non-stop to improve

their service.
2. Interconnection between Hong Kong and Guangdong

I do not support any interconnection with other country.

From your reference documents also indicated that cases of cascaded trips in US
and Europe not long ago that showed the drawback of interconnection, therefore this
risk cannot be ignored. China cannot provide stable and reliable power supply for
their local cities, how come they can provide power supply for us.

3. The permitted rate of return would be in the range of 7% to 11% :

[ do not agree with this point. This is neither reasonable nor acceptable base on

too many unreasonable or uncontrollable conditions.



As vou indicated “the topographical constraints and the limitations in Hong Kong™.
there 1s not possible to “build™ a “Renewable Energv power plant” such as solar plant
or “energy-from-waste”. You also indicated that both companies are building “wind
power plant” to improve and protect the environment. Therefore | suggest
Government should try to help they and encourage them instead of “put this
requirement as the top requirement of the consideration for the permitted rate™.

At this moment the investment of the “Renewable Energy Power Plant” is very
small for both plant, therefore the permitted rate will be highly decreased, how they

can survive?

4. Regulator arrangement - To be for 10 years, with an option to extend for another

five years subject to a review to be conducted towards the end of the term.

My suggestion is 15 — 20 years, since power plant investment is a long term and
big investment, most of the contract(s) are signed for 15 to 25 years. Their

regulatory instrument should not be10 years.

Conclusions: Both companies provided reliable and stable electricity supply to us,
gave us an excellence service, non-stop to improve their service, and trying many
ways to protect the environment everyday. I suggest the government should encourage
them help them to do better and step to be the best power plants in the world.

Encourage them is much intelligent and suitable way for them.

We understand government sounds good to the citizen will get the public’s support,
but the government should also consider their service and stable power supply are
almost on the top of the world, we proud for this achievement. This also proved that
most of the existing regulations are suitable and successful. Too many limitations will

damage this performance.

Again we want them to service us, we have to give them better (reasonable)
conditions to let them to provide better service in the future. Hopefully the

government will consider this also.
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"K. H. Frick" To: electricitycommentstage2@edlb.gov.hk
cc:
Subject: We want clean air!

24/03/2006 06:31 [J Urgent [] Return Receipt

To: Econom c Devel opnent and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand to enhance the control in
air pollution due to the power generation, under the future electricity
mar ket . The future market nmust not becone the pretext of power conpanies
that escape fromthe social and environnmental responsibilities.

recommend

1. The permitted rate of return of power conpani es should be |inked with
the total em ssion caps set under the power conpanies’ |icences. Those who
cannot achi eve the caps should have the rate of return reduced;

2. The cost of all the enmission reduction facilities, including Flue Gas
Desul phurisation (FGD) facilities should not be shoul dered by the
CONSUners;

3. The investnment in renewabl e energy should earn a higher |evel of
permtted rate of return;

4. The targets and tinme-table of reduction in coal burning should be set;

5. Energy Admi nistration should be established to coordinate the pl anning
of electricity market in terns of econom c, social, environmental and
regi onal devel opnent;

6. The cooperation in renewabl e energy devel opment between Guangdong and
Hong Kong shoul d be speeded up, including the regional blueprint of wnd
ener gy devel opnent.

| demand the SAR governnent to bring Hong Kong bl ue sky and give us a
breath of clean air.

I ook forward to hearing from you.

Yours sincerely,

K. H Frick



Albert Ma To: electricitycommentstage2@edlb.gov.hk
cc:
Subject: Comments on Stage Il Consultation on Future Development in the
Electricity Market in HK
[ Urgent [] Return Receipt

30/03/2006 16:38

Dear Sir/Madam,
Regarding the above subject, | would like to make the following comments.

Basically, | fully support the policy of ensuring the public "continues to enjoy reliable,
safe and efficient electricity supplies at a reasonable price”. All these elements are,
from my point of view, important to the success of Hong Kong over the years, and shall
therefore continue.

| am happy with the electricity supplies and services provided by the two power
companies in Hong Kong. Their electricity price is affordable and as compared to other
expenses such as transportation and housing, it is not significant in my case. To my
understanding, the electricity price in Hong Kong is competitive regionally and
worldwide. However, as a customer, | welcome a reduction in the price but as a
shareholder, return of my shares is equally important. There are different perspectives
for different groups of people. | think the Governement should be cautious (and fair) in
considering the interest of different parties, and avoid making it a political issue.

As a Hong Kong citizen (and resident), | would like to see impovement in the air quality.
The Governement should take this opportunity to stipulate the requirement in emission
reduction of the two power companies while maintaining incentives for them to improve
their emission performances. Personally, | do not recommend a significant cut in the
rate of return proposed by the Government in the absence of details. | doubt if the
power companies would continue investment in emission control with reduced rate of
return.

Finally, | hope a widely acceptable solution can be achieved so that the Hong Kong
public can really enjoy rel! iable, safe and efficient electricity supplies at a reasonable
price.

Best regards,

K. H. Ma



Tse Kam Heung To: electricitycommentstage2@edlb.gov.hk
cc:
Subject: Stage Il Consultation - Future Development of the Electricity
Market in Hong Kong
[ Urgent [] Return Receipt

30/03/2006 19:57

Dear Sirs,

Asastock holder of the power utilities, | reckon that the Scheme of
Control for both power utilties should continue and the rate of return
shdl remain the same. Any reduction on the rate of return will have more harm than benefit as it may
jeopardize the desire of investment by these companies and affect the reliability of dectricity supply
to HK.

Regards,
K.H. Tse
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"Kathy Hill" To: <electricitycommentstage2@edlb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

29/03/2006 10:12

To Econom c Devel opnent and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be linked with
the total em ssion caps set under the power conpanies' |icences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of wi nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.

Sign: __ K Hil



"Ken Campbell" To: electricitycommentstage2@edlb.gov.hk
cc:
Subject: Views on HKSAR Government sConsultation Paper
[J Urgent [] Return Receipt

26/03/2006 12:55

Dear Sir,

Vi ews on HKSAR Governnent’'s Consultation Paper on the
Future of the Electricity Market in Hong Kong — Stage |
Consul tation

I'ma qualified scientist / engineer, previously enployed
for 24 years by Eskom the electricity utility in South
Africa, presently living and working in Hong Kong, New
Territories. During ny tine in South Africa | was invol ved,
at an operational level, in the electricity industry
transformati on process in that country.

| have read the Consultation Paper on Future Devel opnent of
the Electricity Market in Hong Kong and seen and heard in
the nmedia many divergent views expressed by Hong Kong's two
el ectricity conpani es China Light & Power and Hong Kong

El ectric. On the basis of ny experience in Eskom and of
the transformation taking place in the SA in the power
industry I'mwiting in to support the views of the two

| ocal power conpanies and specifically those of CLP who
state their objections very clearly.

In South Africa fromthe beginning, in the early 90's a
platformfor transfornmation was clearly set out in the
Governnent’'s Energy ‘White Paper’ prior to which a draft
‘Green Paper’ had been published inviting inputs from al

st akehol ders. In addition to spelling out plans for energy
usage, required fuel mx diversity for the country and
procurenent of energy supplies in the decades to cone,
specific regard was given to the Electricity Industry by
setting out clearly objectives and ‘hoped for’ end states
nanel y

1) envisaged future flexible electricity market structure,
responsi ve to social, economc & market forces

2) a blueprint for the electricity distribution industry
descri bi ng amal gamati on of Eskom & Muni ci pal Distribution
to formsix Regional Electricity Distributors

3) objectives with regard to the corporatisation and
unbundl i ng of Eskom and

4) adherence to the principle of ‘cost reflectivity’ with
regard to devel opnent of a required and enabling Wol esal e
Tariff structure.

The Governnent of Hong Kong has not yet achieved this first
i mportant step. It has no Energy Policy nor any clearly
descri bed ‘hoped for’ end state with regard to its
electricity supply industry. In ny viewthis is the single,
and nost seriously grave oversight, leading to the

i mpression in the mnds of stakehol ders that Governnent
hasn't properly thought out a foundation for its proposals.
| tend to agree with this inpression. It appears the

i ndustry transformation that Government is proposing is



di sorderly rather than orderly, un-thought out, rather than
t hought out.

The proposed reduction in the period of regulatory review
from1l5 to 10 years will not encourage needed investnent in
Hong Kong’s power industry. Investors are not going to

i nvest without clarity beyond 15 years, certainly not when
returns on their investnent are set to reduce further
beyond what is currently allowed by Governnent. Appropriate
returns should be in line with industry risks, as reflected
in the necessarily large nmulti-mllion HK$ intensive power

i ndustry asset base, the risks of assets becom ng stranded,
and the requirement for long termfuel supply contracts.
Procurenent of LNG for Hong Kong requires at |east a 20
year contract. Likew se a purchase contract for nuclear
generated electricity spans a sinmlar tinmescale if not

| onger.

Anot her shortcom ng of the CGovernnent’s Consul tation Paper,
t hat supports the conclusion that proposals have not been

t hor oughly thought through, is insufficient attention to
Tariff issues. As an enabling mechanismfor contracts to
purchase electricity in a wholesale market (ie: energy from
Generation Conpanies; transport of said energy via the Gid
to custoners etc), the South African Governnment and its
Department of the National Electricity Regul ator gave high
| evel and continous attention to the devel opnent of an
industry Grid Code and an industry Whol esale Electricity
Tariff, thus clearly leading fromthe front inits
intention to separate potentially conpetitive conponents
fromthe so-called Eskom nonopoly. These two focal points,
a comon, transparent Gid Code and Whol esal e Tariff
structure have proved to be vital elenents in the
foundati on of a sustainable electricity industry
transformation in South Africa.

From a Hong Kong perspective | believe it is of utnpst

i mportance that the mechani snms for connection to grid and
tariff setting are clear and objective to allow the

i ndustry here to devel op on a sustai nable basis. The
col |l apse of the market in California is an indication of
what can happen when transition to new market structures is
set upon shaky foundations. The new conpetitive electricity
mar ket in Singapore, nowin its third year of operation,
took many years of preparation and careful, well thought
out, orderly planning. | believe this is the one area where
t he Hong Kong Governnent’s proposals fall short.

Yours sincerely
K J Canmpbel | BSc Hons Physics
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kai kan siu To: electricitycommentstage2@edlb.gov.hk
cc: kk 1 siu
Subject:
[l urgent [] Return Receipt

29/03/2006 18:01

ﬁlew’¢kam*ﬁﬂ:
(4 ) Lqrgjn@ﬁwqgj 73 W %—p_ K] J’»Ewd—k FJ@WJ T h N SEETE
T [ﬂgz EE @ ciiaa s [Fllj?ﬁFw P EY F,*PHWI_ @F&J J o T BIEREE
]

'_—'J.

i E@ﬁ Eﬁg,l R A F%?J?ﬁg,%@%ﬁ’ F T I ERR

(= )rﬂjﬁ ;wﬁj P R [ : '\?t [ ;_{ﬁg}fﬁfgy
S [T 'EJ/‘%‘ i —jcjfl j‘ré[ﬂ: = d FI}H’[FI'%}L f % F I FEIJ&JE LL%FUF&
W?\Pkdlif’éz“a?ﬁ%ﬁ?jf B E% ' I “rﬁjsjﬁ |0 S [ et

=) ot Y Wmﬁ gl 'y r JJP@@WT )
Gk “EJ%IF‘V‘EILME@%EJW J’”Fu, ”*ﬁ &HF% JE o B e
E’ o B D wE T F S NV F—[ 37?“&@ F—[ e jqé— Evj\f[

&*ﬁﬁ%mu*ﬁﬁﬁﬁ W,*#ﬁ?@ﬁ* R
(p) Hp - 42 bﬂﬁwﬁw£@’ﬁP%Ww@®#fﬁﬁ*t;E | P
2 T”F“‘ aEISE SNE TSt = ﬂi FF e E FUE ¥ J:H:—[:H

et |

P

K.K. Siu
29.3.2006



R N EEE
TE BT & E R R EE
RS e 55 LR

ERRTE

BUF AL EXEREE RGBS PR EEA R TIE - FABRZLITER » S5 -

. R AR EE 7-11% » 3R A AU A A s A E
WX - ERMEFREEND  THMERTEREEIHERE -

Z. BAFERNEE ENENEERNERE T EREER A &
HIRATRER AR - BUNERE S I % LHE%
SARAER] > EESNRRIE N TR AR RS B TS REEERYE
BEESIEEEEA] -

. KGRk FHRAERBIRE - RS AEE ITEEE AR > @A
B R - RUIBUS RARE R R 3 B 3 SR (R B A e £

=]

K.K. Tsang
CERFEANEZRAH



NABLL L i Lars

HE
. BSHRR GBI GERI - MRS ) ST o RS -
). ENHETER  fiT 2R EITT » BT BT S AR L RT
e - BREBRTI BN BRI -

E
L [ B RS PR 35 TR AR + BORTAT R TR
IIAATELRIKITE » A B AR AL -
2 FHIE SRR A R AR RS - RE A AR CED
% -

R
L AIRMBENE B TERORRNTMRFETREE - FHR
HRET Y FREARKNSAE - SUERAFHRE - T8k
BB H MR IR R g O AR IE 14 -

RE
L SRR R R AT B SR A
2. Z%ﬁi rﬁﬁ%&ﬁ%ﬁﬁJ °

BERER
L BRI AR T S R R BRI R AR & RSV LSEE
AREFREATILED] - AT RIS A R HE (S £ (P A SR

2. HEREAZ M) ERERHAERREERSIRG SR RE LSRR
FRAERETR > ZRER MR LM B VR AT R AT -

Page 1 of 2

28-MAR-28B6 22: 13 CT

P.g1



| BRSSO T TR R - IR -
45« RS I IRHE O R n R R AR OB R -
ORISR A IR K TS UGSV RIS

il Giek2
L BRI - B nHER PR AR - FIRTEA B0
e IR RIS SR TSR - (77 - Bria
PIRBATEA « 5  REBRE B KM - RS
B, - SR IHENE - LR - R TRET -
) IR AT - BT B R B B T — 2
SRR - MERPITHT - LTS -

By
Name : K. K. Wong

Page 2 ot 2

2S-MAR-20BE 20: 14 8- g7

F.e2

Aan
T.ode



KL Chan To: electricitycommentstage2@edlb.gov.hk
cc:

30/03/2006 23:24 Subject:
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To: edb@edlb.gov.hk
cc:

16/03/2006 Subject: Web Enquiry
17:30

realname: K.L. Cheng
subject: Electricity - views

Enquiry: Electricity is like air you breath. You will not notice the
importance of it before you lost it. For those people with proposal based
on economic theories, they are all correct except that they have no
consideration of the overall impact on the society due to lost of
electricity supply.

However, the government should have the vision to ensure the continuity of
power supply to everyone to ensure the success of all econimical
activities. Incentive for equipment investment will normally be required to
ensure least chance of failure. Low or no incentive for further investment
will result in tragedy. Remember that small problems, if no attended
properly, will be enlarged to become a huge problem In a power network as
what had happened in USA and other countries with major blackout recently.
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To: <electricitycommentstage2@edlb.gov.hk>
cc:
Subject:

31/03/2006 14.01 [J Urgent [] Return Receipt

1)

2) 10
3)

4)

K. L. Lau



"Kenneth Pemberton" To: <electricitycommentstage2@edlb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

26/03/2006 09:15

To Econom c Devel opnent and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be linked with
the total em ssion caps set under the power conpanies' |icences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of wi nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.

Sign: K L.Penberton
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To: electricitycommentstage2@edlb.gov.hk
"mas" cc:

] Subject: - - - -
29/03/2006 23:33 []Urgent [] Return Receipt

2.

K. M Chan
30-03- 2006



To: electricitycommentstage2@edlb.gov.hk
cc:
Subject:
19/03/2006 00:11

[ lurgent [ ] Return Receipt

K.M. Im



"K'M MAN" To: <electricitycommentstage2@edlb.gov.hk>
cc:
Subject:
[J Urgent [] Return Receipt

25/03/2006 07:11



"mcfan116" To: <electricitycommentstage2@edlb.gov.hk>

) cc:

Subject: Consultation Paper on Future Development of the Electricty Market
in Hong Kong

19/03/2006 23:38 [l urgent [] Return Receipt

Dear EDLB members,

After reading the Stage I Consultation Paper on Future Development of | H.K. Electricity
Market, | have comments as summarized below on some of the proposals concerning “New
Supply Sources’, “Economic Regulation”, “Permitted Rate of Return” and “ Tariff
Regulation”:

(1) Chapter 2B “New Supply Sources’

Proposals in this Views/Comments
Chapter

Supply from the Mainland View:

| do not concur with this proposal.

Comments:

The electricity supply situation in Guangdong remains tight and
the timetable that Guangdong can actually resolve the situation is
uncertain. For reason of supply reliability which | consider is of
prime importance to Hong Kong as an international finance
centre, | think it is unrealistic to rely our future supply on source
with uncertainty.

Furthermore, | am also concerned that this arrangement will
cause loss of job opportunities to the Mainland.

Third Party connection/  View:
access to existing power

grids of the existing two | do not concur with this proposal.
power companies

Comments:

There cannot be any benefits from this proposal as Hong Kong's
electricity supply market is small which | consider cannot create
any meaningful competition.

On the contrary, | am concerned that this arrangement may as a
result increase the risks to supply reliability.

Increased interconnection View:
between CLP Power and

HEC | do not concur with this proposal.

Comments:

Increased interconnection between CLP Power and HEC cannot
displace the need for new generation facilities to meet growth in



electricity demand. And enhanced interconnection to enable all
consumers in one supply area to choose supplier(s) in another
supply area without constraints is also not an economically viable
proposition.

On the contrary, to increase the interconnection will involve large
amount of investment and this will incur immediate tariff pressure
on consumers. Furthermore, this proposal will increase the risks
to supply reliability.

(2) Chapter 2C (I11) “ Economic Regulation”

Proposals in this
Chapter

Bilateral Agreements

Regulatory period of the
Agreement to be 10-year
term with an option to
extend for another 5 years

Views/Comments
View:
| concur with this proposal

Comments:

A bilateral arrangement has proven effective from past records.
View:

| do not concur with this proposal.

Comments:

As reliable, safe and efficient electricity supply is important to
Hong Kong as a financial centre, sufficient investment in power
industry for maintaining supply reliability is necessary. It is
therefore important to attract sufficient investment in power
industry.

As the electricity supply industry is capital intensive requiring long
lead time for planning and long pay-back period, the proposal of
shortening the term from the present 15 year to 10 years has
totally ignored the investment risk of the huge and long term
investment and will further increase the risk. | am concerned that
this may discourage sufficient investment in the industry and
affect supply reliability as a result.

As the 15-year regulatory period of the present SOC has been
proved to be workable and effective, | would suggest to retain this.

(3) Chapter 2C (I11) (ii) “ Rate of Return”

Proposals in this
Chapter

Views/Comment



Average Net Fixed Asset
(ANFA)

The permitted Rate of
Return would be reduced
from the present 13.5% to
a range of 7~11%

View:
| concur with this proposal
Comments:

This proposed arrangement is a common practice worldwide
and simple to monitor.

View:

| do not concur with this proposal

Comments:

As already commented in Item (2) above, sufficient investment
in power industry for maintaining supply reliability are necessary.
To achieve this, sufficient rate of return should be given as an
incentive of attracting the huge and long term investment
required by the power industry. | am concerned that lower rate
of return may lead to insufficient investment which will affect the
supply reliability.

Varying return for different View:

types of Assets

To link the permitted Rate
of Return on all fixed
assets to achievement of
the emission caps

| do not concur with this proposal.
Comments:

Based on the proposal, there will be 4-tier rates of return applied
to 4 different types of assets. Asset of emission reduction
facilities is given a much lower rate of return in comparison with
assets for the renewable energy (RE) facilities. | cannot
understand the rationale behind why there should be difference
in the rate of return on these two types of assets. Since both RE
and emission reduction facilities are environmental protection
measures, they should be given the same level of incentive.

Furthermore, | view that as long as the cost of raising capital for
different assets are the same, the returns should also be the
same. Otherwise, the 4-tier rates of return will distort the optimal
planning priority.

Based on the above, | view that the tiered return should be
discarded.

View:
I_do not concur with this proposal

Comments:

Under the Air Pollution Control Ordinance, power companies are
already subject to penalty for failing to meet emission cap. | view
that if the rate of return is further linked with the emission cap,
this may deter investment because of the additional risk
incurred.

To encourage adequate investment in the power industry, the
rate of return should be directly related to cost of raising capital



and the various risks incurred rather than emission cap target
achievement.

All capital expenditure View:
found to be excessive will

be deducted from the rate | do not concur with this proposal
base (i.e.AFNA) in

calculating the company  comments:
return

The existing arrangement, which requires the power companies
to submit any investments for approval, is already an effective
control mechanism to prevent over-expansion of assets. To
penalize power companies for any investment approved by
Government, this will discourage investment needed for
adequate electricity supply.

(4) Chapter 2 C 111 (iii) Tariff Regulation

Proposal in this Chapter Views/Comments

Government approval for  View:
tariff adjustments

I do not concur with this proposal.

Comments:

If tariff adjustment is to be subjected to Government approval, |
view this will set a very bad precedent case of the Government to
interfere with operation of privately-owned companies. This will
affect the reputation of Hong Kong as a place of “free enterprise”.
Also, this proposal will easily subject the tariff adjustment to undue
political pressure. As such, the present tariff adjustment
mechanism should be retained.

Summary

Hong Kong has a very safe, reliable and environmentally responsible power supply system
with reasonable tariff which in fact is in the lower range when compared other cities. This
proved that the existing SOC system is workable and effective and | therefore doubt very
much whether we should make big changes on the present terms of the system without proof.
On the contrary, some of the proposals in the Stage |1 Consultation Paper worry me as | feel
they might discourage sufficient investment in the electricity market and affect the supply
reliability asaresult.

Asreliable electricity supply isamust for Hong Kong as afinancial centre and a city with so
many high-rise buildings, ways to ensure sufficient investment in power industry is
important. | therefore hope that EDLB could take into account of my above-mentioned
comments in reviewing the Consultation Paper.

K.O Fan
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Marlee Kwan To: electricitycommentstage2@edlb.gov.hk
<marleekwan@yahoo.co cc:
m.hk> Subject: An Investor's Comment on the Stage Il Consultation Paper on
26/03/2006 15:40 Electricity Market of Hong Kong

: [J Urgent [] Return Receipt

| am aHK citizen living on HK Idand. Asédectricity isone of the necessities that | need to consume
without too many dternatives, development of the Scheme of Control on the eectricity companies
certainly isof my interest. | do agree that the rate of return entitled by the companies under the
current regime lacks flexibility and the way the tariff increase lacks trangparency. Therefore | did
spend some time reading the Stage 11 Consultation Paper on Electricity Market in Hong Kong put
forth by the HKSAR Government. To my disappointment, the argument point put forth by the
Government is equaly lack of trangparency. To be honest, some! the suggestions stated in the
Paper were not too fair to the two dectricity companies. Why reduce from 13.5% to 7-11%7? What
if the inflation suddenly goes up to 10%? Thisrate of return range is equaly inflexible. Being an
investor a0 in various blue-chips stock, | would like to express my opinion from the point of view
of an invesor.

Clause 2.40(a) dready stated that al development plan has to be approved by the Government. If
aready approved, why should the elec! tricity companies have to bear 100% penaty on excess
capacity as sated in Clause 2.50? Everyone knows that planning is planning and cannot be 100%
accurate. This point sounds a bit too unfair to the investors. In Clause 2.50, even the Government
itsdlf stated that such regulation would deter investment, hence after sability. If such shortfal can
aready been foreseen, clearly it isnot a good suggestion. Why put down in the Paper then? Who
can bear the consequence of dectricity ingability?

Clause 2.49 use additional measure to guard againgt violation of emisson cgps. To meitisavery
drange practice. If thereis deficiency in the SPLs, we should go for amending the law rather than
go after therate of return on the investors. Isit because the Government finds it too difficult to
change the law and as the result, try to sneak the control in in other inappropriate places?

Clause 2.55 proposed a lower rate of return on emisson reduction facilities. To my understanding,
emission reduction facilities have the same effect of improving environmentd hedth. Why cant it
enjoy the samerate of return as RE infrastructure? If both offer the same level of environmental
protection but the emission reduction facilities are much cogt-€effective, the companies should even
be given a better incentive to do so. This point proposed by the Paper is very contradicting.

The above are just some of the things | spotted that are questionable in the Paper.

K.P. Kwan



K. P.Ng, Ason” To: electricitycommentstage2@edIlb.gov.hk
cc:
Subject: We want clean air!

217/03/2006 19:39 [J Urgent [] Return Receipt

To: Econom c Devel opnent and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand to enhance the control in
air pollution due to the power generation, under the future electricity
mar ket . The future market nmust not becone the pretext of power conpanies
that escape fromthe social and environnmental responsibilities.

recommend

1. The permitted rate of return of power conpani es should be |inked with
the total em ssion caps set under the power conpanies’ |icences. Those who
cannot achi eve the caps should have the rate of return reduced;

2. The cost of all the enmission reduction facilities, including Flue Gas
Desul phurisation (FGD) facilities should not be shoul dered by the
CONSUners;

3. The investnment in renewabl e energy should earn a higher |evel of
permtted rate of return;

4. The targets and tinme-table of reduction in coal burning should be set;

5. Energy Admi nistration should be established to coordinate the pl anning
of electricity market in terns of econom c, social, environmental and
regi onal devel opnent;

6. The cooperation in renewabl e energy devel opment between Guangdong and
Hong Kong shoul d be speeded up, including the regional blueprint of wnd
ener gy devel opnent.

| demand the SAR governnent to bring Hong Kong bl ue sky and give us a
breath of clean air.

I ook forward to hearing from you.

Yours sincerely,

K. P. Ng, Ason



"Dr. HW Ngan" To: <electricitycommentstage2@edlb.gov.hk>

cc:

31/03/2006 10:09

Please respond to "Dr. HW

Ngan® Subject: Views on the Stage Il Consultation Paper submitted on 31 March
2006

[ Jurgent [ ] Return Receipt

Dear Mr. Ip,

With reference to the Stage Il Consultation Paper - Future Development of the Electricity Market in
Hong Kong, we would like to submit our views as contained in the attached file for your reference.

Best regards,

K.P. Wong
H.W. Ngan
C.W.Yu

T.S. Chung
C.Y. Chung

Views on the Stage |11 Consultation

Paper



Views on the Stage Il Consultation Paper -
Future Development of the Electricity Market in Hong Kong

31 March 2006

A) Policy To ensure that the public can continue to enjoy reliable, safe and
Obijective efficient energy supplies at reasonable prices, and to minimise the
[Paragraphs 2.1 | environmental impact caused by the production and use of energy.
to 2.2]

Our views We find that the energy policy objective is set in a way which spells

out the generic attributes in need regardless of the outcome on the
future Hong Kong’s electricity market reform. We expect the
Government should take a lead to envision the community with a
clear strategic framework for achieving the objective.

We believe achieving the objective is not necessarily at odds with
different form of market models or relating to the degree of
competition they involve. Reliability and economic efficiency can
be compatible, but this outcome requires more than reliance on the
laws of physics and the principles of economics. It requires
sustained, focused efforts by regulators, policy makers, and industry
leaders to strengthen and maintain the institutions and rules needed
to protect both of these important goals. The future regulation must
ensure competition, if any, can safeguard and balance interest of
different stakeholders. It does not erode incentives to comply with
reliability requirements, and that reliability requirements do not
serve as a smokescreen for noncompetitive practices.

B) New Supply
Sources
[Paragraphs 2.4
t0 2.10]

(I) Supply from the Mainland

Our Views

We support the Government to make preparations for feeding in
possible supply from the Mainland as proposed. We believe these
initiatives can turn in more fruitful results if they work towards
achieving specific targets such as to align our electricity market
development with the China’s long-run open power market policy;
realizing Hong Kong’s energy market development as an integral
part of the South China Region.




B) New Supply
Sources
[Paragraphs
2.11t0 2.17]

(1) Renewable Energy (RE)

Our Views

We support the Government for taking the proposed steps to
promote and encourage the use of RE as a sustainable supply
source. We reckon that the key barrier of implementation of RE lies
on the perception of the high economic cost. However, traditional
financial analysis, based on discounted cash-flow accounting,
undervalues future fuel price risks and ignores the environmental
and health costs of fossil-fueled power plant emissions. If the cost
of the environmental externalities is properly accounted for, the
economically viable quantity of renewable energy increases. We
need clear and strategic measures to cost and price the energy
sources and their associated environmental impacts.

B) New Supply

(1) Arrangements to Cater for New Supply Sources

Sources
[Paragraphs (i) Grid Access
2.18 to 2.26] (if) Increased Interconnection
Interconnection between CLP Power and HEC
Interconnection with Guangdong
Our Views We support the Government to seek agreement for the utilities to

provide connection/access of RE to their grids which essentially
involves all the technical, contractual, and rates and metering issues
that must be resolved among the system owner, the utility and local
permitting authorities before RE can be used effectively.

Open grid access and increased interconnection among the power
grids are issues essentially linked to the ground work required for
opening the power market for competition. The Government should
ensure that the transmission networks are developed in a well
coordinated manner and commit to kick off the reform by fixing up
specific targets first.




C) Proposed
Regulatory
Arrangements
[Paragraphs
2.27 t0 2.73]

(I) Safety Regulation

Our Views

We believe it is reasonable to continue using the current safety
regulation till the time when a new regulatory authority has to be
set up.

C) Proposed
Regulatory
Arrangements
[Paragraphs
2.27 t0 2.73]

(1) Environmental Regulation

Our Views

By the same rationale as described in C(I), we believe it is
reasonable to continue regulating the environmental emissions by
legislation.

However, the environmental impacts caused by the generation of
electricity using fossil fuels often result in real costs to society but it
is difficult to quantify the environmental externalities in dollar
terms. Although environmental impacts and associated dollar costs
are often included in academic economic comparisons between
renewable and conventional energy, investors rarely include such
environmental costs in their power plant decision-making process.
Hence, we support the Government’s proposal to adopt certain
measures under the rate-base regulation to incentivize utilities to
adopt more innovative technology including those on RE.

C) Proposed

(111) Economic Regulation

Regulatory
Arrangements (i) Regulatory Instrument
[Paragraphs (i) Return
2.27 t0 2.73] (iii) Tariff
(iv) Institutional Setup
Our Views We support the Government’s proposal to continue economic

regulation by means of bilateral agreement till a new regulatory
framework can be worked out. However, it has been stated clearly
that the electricity market in Hong Kong is an open one and the
preparatory ground works for feeding in new supply sources, grid
access and increased interconnection are geared for possibly
opening up the power market at appropriate time. It thus makes
sense to regard the proposed regulatory instrument as an interim




Our views (Cont’)

measure for transitioning to a new regulatory setup. It is unfortunate
that the Government has not make this clear, or otherwise, in the
proposals resulting with unnecessary disputes based on
interpretation of the 10-year extension period as an investment
return factor. A clear mandate to make use of it as a transitional
period, the focus will then be on how long we need to formulate a
new regulation framework. By then, we can always extend it until
the time when everything is ready to go.

The basic method for determining a fair return rate using the rate-
base regulation has to consider many factors, including capital
investment, operating costs and system reliability etc. In the
proposals, the Government would like to adopt an integrated
approach to determine the permitted rate of return. It includes
provision of financial incentives to the power utilities for increasing
use of RE and, improving on operational efficiency and
performance in energy conservation. However, the lack of visible
installations and familiarity with renewable energy technologies can
lead to perceptions of greater technical risk than for conventional
emission reduction plant, for instant. These perceptions may lead to
increase required rates of return as suggested in the proposals for
promoting the use of RE. Also, this common practice can be
justified as a means of recognizing their long-term environmental
and economic benefits.

Once the reform targets can be set, we find the proposals for having
more provisions for close monitoring and review are reasonable as
to ensure the return are set in line to achieve the stated energy
objective. More dedicated effort can then be devoted for setting up
the regulatory framework deemed appropriate in 10 years’ time.

Submitted by

Prof. K.P. Wong
Dr. HW. Ngan
Dr.C.W. Yu
Prof. T.S. Chung
Dr. C.Y. Chung

Department of Electrical Engineering
The Hong Kong Polytechnic University




"K Ringrose” To: <electricitycommentstage2@edlb.gov.hk>
cc:
Subject: Response to Consultation Paper on Future Development of the
Electricity Market in Hong Kong
[ Urgent [] Return Receipt

27/03/2006 11:57

To Econom c Devel oprment and Labour Bureau

As a Hong Kong citizen, | amvery nmuch concerned about the air pollution
caused by the power stations. | strongly demand the government to enhance
control in the electricity market, so as to restrict all sorts of
pol I uti on i nduced by power generation. These control measures nust not be
used by the electricity conpanies as a pretext for an escape fromtheir
soci al and environnental responsibilities. | thus recomrend:

1. The pernmitted rate of return of power conpani es should be |inked with
the total em ssion caps set under the power conpanies' |licences. Those
cannot achi eve the caps should have the rate of return reduced;

2. The investment in renewable energy (RE) should earn a higher |evel of
permtted rate of return;

3. W support RE, but not incineration which generates green house gas;

4. Energy saving is fundamental in reducing pollution, as it saves npbney
and conserves our resources. W demand the SAR governnent to set up a
concrete and cl ear energy saving target;

5. Energy Adm nistration should be established to coordinate the planning
of electricity market in terns of econom c, social, environmental and
regi onal devel opment;

6. The cooperation in RE devel opnent between Guangdong and Hong Kong
shoul d be speeded up, including the regional blueprint of w nd energy
devel opnent .

| cordially demand the SAR governnent to bring us back the blue sky and a
breath of clean air.



S

BHE TR KA TR - 55 PR N REKR

ANTREBEEEREE  BRE 7§ - RESWRNHESSEE - WE
HOMERS F PR (AT SEMEEE 99.99% LB RAR - EASE R Sk -

EIEEEAMS TRALE - fERRERR > ME#y)  IRAREREE =58
TR EVETFRYZER] > ERERRETTE - fE51F] N ZEEIRA - &R T -
R B2 AR TSR - BAEENMERW -

AVEE BRI TREIZR - fERENEE - JCREEER » BT HREHE - 185
Mz~ REKIGR - WEBRE » IR E(TEEZIE 7

FoRBIN R E R AEER - (SEME G B » FrLUE S o B i 5o ik
i - 1ER51FEE - MFIRIL 2NBRERNE - DEEBRNERSRERE - HEHEFY
FER iR e — -

EREIIAFIFTGAANE - HEE R H A EE E RIS - it R EsEEA
AR -

KEL - BERFFHAANT 13.5%E$RE - MERITIE - FEMERFTE 1S S8 - DU
BIREE RFGRRR - B T RERE RS — A RS -« 1]
5~ LERIERRAYE TIHLE -

(EHRFF AWM E LS NAEERGE  FIARAR - AOFBEERE - w2
RITHFTLUMERFF IR SCHI R B RS EHRAEE EETME) 18 - 5%
N GNEY - REERHSEE A BEIRESER S E - B
R AT RARFS -

B e R A& B TREERD » BE T REFIRER - BUFFIRIEEZRIRE - 5
— (A REEET - WE - BHRATHR) » B ARBER -

K.S. Chan

27/3/2006




Economic Development and Labour Bureau

2/F., Central Government Offices, Main & East Wings
Lower Albert Road, Central

Hong Kong

Dear Sir,

Future Development of the Electricity Market Development in Hong Kong
Stage II Consultation

Reference to the Stage II Consultation Paper, I would like to express my views
on the proposals on the Future Development of Electricity Market in Hong Kong.

[ fully support the policy objectives of the Stage II Consultation Paper to maintain a
reliable and adequate electricity supply in Hong Kong after 2008. I have learned t