2018-2023 Development Plan
of the Two Power Companies
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A. Introduction &7

The Executive Council approved yesterday (July 3) the
Development Plans (DPs) of the two power companies:
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Power Companies Development Plans Period
CAYNG Rk

CLP Power Hong Kong Limited and
Castle Peak Power Company Limited

(collectively CLP ) 1.10.2018 - 31.12.2023
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The Hongkong Electric Company Limited

( HKE)

= EBAIRE/AT 1.1.2019 - 31.12.2023
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A. Introduction &7

The new Scheme of Control Agreements
(new SCAs) reached with the two power compani
offering key features on promoting energy efficien
and conservation (EE&C) and renewable energy,
are the greenest SCAs ever
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A. Introduction &7

The new DPs will bring us the following benefits:
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» change the fuel mix for electricity generation which will
help combat climate change
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» provide an opportunity for us to advance our achievement
of the carbon intensity reduction target for 2030, and bring
Hong Kong a further improvement of local air quality
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enhance the reliability and security of local electricity supply
RIAAME NHENTIIEE REZEH

assist in turning Hong Kong into a smart city
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B. Key Projects E&2IEH

The key capital projects included in the DPs to help achieve
the above benefits include -
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Smart Meters &5 8E & &

To support the EE&C initiatives under the new SCAs, both power
companies will replace their electromechanical meters by smart
meters:
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» Help individual customers achieve energy saving and thus
reduce their electricity bills
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» Enable |mplement§t|on of demand response schemes
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» Help turn Hong Kong into a smart city
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B. Key Projects £2IEH

New Gas Generating Units l¥ﬁln\z ‘EXEEI Fk
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Unlike in the past 20 years when there have been no plant replacements by the power companies, a

units would reach their scheduled retirement life by 2030
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The new DPs include key investment proposals to construct two additional new gas-fired generating units, i
“D2” of CLP and “L12” of HKE
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The overall gas-fired generation of the power companies will rise from the present of 26% for CLP and about
34% for HKE to both around 50% in 2020, and further to over 50% for CLP and about 70% for HKE by 2023
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B. Key Projects £2IEH
Floating Storage Regasification Units j8_E&{ERIAST
I

The power companies have planned to jointly build an offshore
LNG terminal in Hong Kong waters to:
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» diversify their source of natural gas
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» enhance their supply security
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» help them secure natural gas at a more competitive price,
and hence reduce the tariff pressure
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B. Key Projects £2IEH

Clean Energy Transmission System j5 1% Bt 5 il B8 Za #7¢

CLP" s enhancement of the clean energy transmission system (CETS) with
China Southern Power Grid and Daya Bay Nuclear Power Station:
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Give us the capability and flexibility to use more zero-carbon energy to
manage our local fuel mix
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» Provide an opportunity for us to advance our achievement of carbon intensity
reduction target for 2030 (i.e. reduction of carbon intensity by 65% to 70%
compared to 2005) by as much as five years
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Delay the plans for and/or reduce the capital investment on new gas unit
replace the coal units which are due to retire in 2025 and beyond
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B. Key Projects £2IEH

Clean Energy Transmission System j5 1% Bt 5 il B8 Za #7¢

» Possible options of utilising more zero carbon
energy will be covered by the Public Engagemen
exercise on Long-term Decarbonisation Strateg
to be conducted by the Council for Sustainable
Development at the end of 2018
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C. Electricity Tariff B &

The Executive Council has approved the new average
tariff rates on commencement of the new SCAs
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» CLP" snew tariff adjustment covers the period from
October1, 2018 to December 31, 2019 (15 months)
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» HKE' snew tariff adjustment covers the period from
January 1, 2019 to December 31, 2019 (12 months)
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C. Electricity Tariff E

Average Basic Tariff Rate in the DP period

ERFTEHAFHEAREE X

E%TIJF%)F‘F =) 2018b# 2019 2020 2021 2022 2023
SZ

cLph = 91.0 91.0 93.4 96.5 99.1 101.9
B (-3.7%) (%) (+26%) (+33%) (+27%)  (+2.8%)

. 101.3
o B 1053  110.2 114.8 115.7
HKE & (& N/A (-7.1%) (+3.9%) (+4.7%) (+4.2%) (+0.8%)

Average Net Tariff Rate in 2018-19
2018-19F 19 F B & =
| BeforeRebatesE4IAI | After Rebates Bl

_ 2018b 2019 2018b 2019

4 == 118.8 118.8 117.7 118.8

CLPH & (+2%) (0%) (2%)  (+0.9%)

- 124.7
HKE & }& N/A (-5.9%) N (ié?s';))

2018b tariff rate covers 3-month period from October 1, 2018 to December 31, 20
2018b Y & & X & §§ HH 2018%F 10H 1H £ 2018F 128 31H Wy = & A
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C. Electricity Tariff B &

Annual increase in the Average Basic Tariff Rate in the DP period
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CLPHE  + 1.4% (ranging from NF -3.7% ~ +3.3%)

HKEEBE + 1.2% (ranging from 77 -7.1% ~ +4.7%)

Annual increase in the Net Tariff Rate (before Rebates) in the DP period
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CLPHEE  + 3.5% (ranging from 7+ +2% ~ +5.9%)

HKE /B &  + 2.8% (ranging from N -5.9% ~ +5.1%)

Annual Increase in the Net Tariff Rate (after Rebates) in the DP Period
SRFTEI AN FEEXR (O HNER)WEITIZIE

CLPE + 3.7% (ranging from " F +2% ~ +5.9%)

HKE BB  + 6.2% (ranging from " +5% ~ +8.9%)

Note: The projected Net Tariff in 2023 for a 3—-member household consuming 275 kWh/month of
CLP and HKE would be $1.36/kWh and $1.04/kWh respectively, which would still be about

307% lower than the current tariff of other major cities (e.g. London, New York and Sydney)
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D. Electricity Charges Relief E

» To help alleviate the impact of tariff increase on
households during the transition to a lower carbon futur,
the Government proposes to grant an electricity charges
relief of $3,000 over 60 months (i.e. $50 per month) to ea
residential electricity account
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» The electricity charges relief is expected to roughly cover th
projected cumulative tariff increase over the five-year period
for about half of the households in Hong Kong
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D. Electricity Charges Relief E

» The Government will aim to seek funding of
about $8.7 billion from the Finance
Committee of Legislative Council before the
summer recess with a view that the electricity
charges relief can be distributed to residential
electricity accounts when the SCA period
commences
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