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Follow-up to LegCo ED Panel Meeting on 11 December 2012 — Reply from HK Electric
B 2012 4F 12 A 11 BRERESHEZECOR - BREE

The Administration and the two power companies were requested to provide the Jollowing
information:-

(@) in relation to the two power companies, details of the increase in tariff, in terms of
percentage, for different tariff blocks of residential and business customers

R EEHL R B ERiK

Domestic Tariff Comparison

2013 FEESEE | 2012 SEEREHE SR
FEEY (BED 2013 Net Unit Rate | 2012 Net Unit Rate
. Increase Per Block
Consumption (In Blocks) -
(Ot HKS$) ot HKS9)

B 150 & :
For each of the first 150 units ki 0523 0%
LAt
For each of the next N

150 BF units (151 - 300) 1.072 1.048 2.3%

200 fE units (301 - 500) 1.211 1.163 4.1% #

200 B units (501 - 700) 1.447 1.428 1.3% #

300 P units (701 - 1,000) 1.586 1.543 28%#

500 FE units (1,001 - 1,500) 1.725 1.658 4.0%
/1,501 Rl 0
From 1,501 units and above id 1083 1.8

"B TEETEEEE

H_-F—=F—A—H - BEFFEEA—EARNAENEE—TE » TEFEEN
TR -

“Super Saver Discount”

Effective 1 January 2013, customers with consumption not more than 100 units in any
month will enjoy a 5% discount on electricity tariff.

#:301-500/501-700 / 701-1,000 JEREAYIE953BENNE - F BB FRCHIEH B 2 RIS 14905
[ o

#: The uneven increases in 301-500 / 501-700 / 701-1,000 unit tariff blocks are required to even out
the steps between blocks.
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B RSN EKER PR
Impact of Tariff Adjustment on Domestic Customers
SHRE 2013 S RERE EEEMSEHE R niE
Monthly Consumption | 2013 Monthly Charge Average Unit Rate Actual Increase
(B Units) (G HKS) (7 HKS$) 75 HKS (%)
: T & Reduction
_ *
0-100 <&8.6 0.886 <47 (-5.0%)
N
101 - 150 <140.0 0.933 &
No change
<36
151 =300 <300.8 <1.003 (<1.2%)
<13.2
301 - 500 <543.0 <1.086 (<2.5%)
<63.4
501 - 1,500 <2,170.7 <1.447 (<3.0%)
>63.4
> 1,500 >2,170.7 > 1.447 > 3.0%)
Ik T i EEREAE ), WA #: After 5% “Super Saver Discount”

HE HEFEEEE
Commercial, Industrial & Miscellaneous Tariff Comparison
2013 SEEPEM 2012 SEESER S
FAEEY (SEBED 2013 Net Unit Rate | 2012 Net Unit Rate
. Increase Per Block
Consumption (In Blocks)
(t HKS) (. HKS)

471 500 o
For each of the first 500 units 1316 1316 0.0%
L%
For each of the next

1,000 F¥ units (501 - 1,500) | 1.356 | 1316 | 3.0%

18,500 & units (1,501 - 20,000) | 1.467 | 1.421 ] 3.2%

f) .

E3 20,001 [t 1.494 1.446 3.3%

From 20,001 units and above
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TR R - TENMEE SRS
Impact of Tariff Adjustment on Commercial, Industrial & Miscellaneous Customers
BHAHE 2013 EHEE FEETEEE B e
Monthly Consumption | 2013 Monthly Charge Average Unit Rate Actual Increase
( Units) (T HKS) Ot HKS$) IC HKS (%)
0— 500 <658.0 1316 i
No change
<40.0
- 2 =
501 - 1,500 <2,014.0 <1.343 (<2.0%)
<891.0
— <2 =
1,501 — 20,000 <29,153.5 <1.458 (<3.2%)
> 891.0
2
> 20,000 >29,153.5 >1.458 (> 3.2%)

348
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(c) the reasons for the increase in the 2013 forecast operating expenses of The Hong
Kong Electric Co. (Table 3 of Annex HEC-B)

S HECB %= -

FEIRE— E DUt B P B SRR EE A A - A 2012 B 2013 RIS » 2
BRI REFERIINER - JiEP%XEﬁ%LLH’JTHI&%DHEﬁA 19 0 RS 2 (E
TERG BRI SRR - MR EER T ERTTSEI T - 1AL — KRRV 240 2012
FRBICCEMERIRMEER - FIN I_.IEI’J EEIED R AHREE - PR AR R s (B R
KHEE -

I GHR A H 2013 FEER TR LRIMRE - B TREIRRIAAT -

2012 £F 2013 5
i HEBx | HERX =
FEBREIBESZHE ) | (@) T
(it (diEh)
:aI%‘ii(X@%iE{Mjﬁﬁ)(é“f a) 4313
JEAE R RIS GE b) 158.8 177.7 11.9%
ITEES CMERERES) G a) 170.6 178.8 4.8%
B H 1.2
BT i B 22 B 228.2 239.6 5.0%
Hith (fRbE) 27.0 29.1 7.8%
‘BB 1,017.1 1,076.3 5.8%
JE B S 1R 5.0 5.0
FEECEELEEEESERAEN GEo 60.2 72.3
IrEg 1,918.4 2,008.2 4.7%
EER S RITENT 3,000.7 3,161.8 5.4%
BRI Z R IT R NGHEFEE RS S E): 3,005.5 3,234.2
FIH 834.0 903.0 8.3%
BB S DA MRS I8 S 3,834.7 4,064.8 6.0%
BRI SZ LAZ e i E S (B R R RIS (B! 3,839.5 §1972
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This refers to Table 3 of Annex HEC-B.

It is always the objective of HK Electric to exercise stringent controls over the operating
expenses. However, the variations of 2012 & 2013 operating expenses are mainly attributed to
factors that are beyond our control. The contracts HK Electric entered into are based on
competitive quotations or tenders from suppliers and contractors and the contract prices are
affected by the prevailing market conditions. Besides, those one-off expenses such as
taxation concession in 2012 as a result of change of IRD departmental practices, operating
activities deviations, would also inevitably contribute to such costs variations.

In response to question raised by the LEGCO member on 2013 operating expenses, we would
like to elaborate more as follows:

Forecast | Forecast
Expense Expense
Items for Non-Fuel Operating Expenses for 2012 for 2013 | % Change
($ million) | ($ million)

Estimate | Estimate
Operating Expenses
Employee expenses (exclude retirement fund expenses) 431.3
(Note a) )
Materials & Services (Note b) 158.8 177.7 11.9%
Administration Exp. (exclude retirement fund expenses) 170.6 178.8 4.8%
(Note a)
Loan charges 1.2
Government Rent & Rates 228.2 239.6 5.0%
Others (Insurance) 27.0 29.1 7.8%
Sub-total for Operating Expenses: 1,017.1 1,076.3 5.8%
Contingency 5.0 5.0
Stocks/FA Write-offs & decommissioning cost (Note c) 60.2 123
Depreciation 1,918.4 2,008.2 4.7%
Sub-total for Operating Expenses & Depreciation: 3,000.7 3,161.8 5.4%
Sub—total folr Operating Expenses & Depreciation 3,005.5 32342
(include retirement fund expenses):
Taxation 834.0 903.0 8.3%
Total Non-fuel Operating Expenses: 3,834.7 4,064.8 6.0%
Total Non-fuel Operating Expenses (include retirement 3.839.5 41372
fund expenses):

Notes

a. Retirement fund expenses are based on actuarial valuation, related accounting standards
and regulations [under employee expenses - 2012: $9.1 million, 2013: $69.5 million; under
administration expenses - 2012: ($4.3 million), 2013: $2.9 million.]

b. Based on quotations from suppliers and contractors. If quotations are unavailable, expenses

6/8
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are based on inflation rates assumptions.
c. Estimation based on usage conditions of fixed assets.

Notes to the confidential figures

1. HK Electric has a policy of pay for performance. As a result, staff salary adjustment rate
will be varied by individual. Disclosing such detail may create false expectation and
employee relations will then be jeopardized.

Disclosure of confidential funding information could materially affect HK Electric’s
borrowing costs, leading to increased costs to Hong Kong citizens.

E\J

For Employee Expenses, HK Electric has a policy of pay for performance. Our pay policy is
to offer sufficient remuneration to attract, retain and motivate staff of suitable talent with an
objective to provide an effective and efficient service. Our remuneration package is
competitive but not excessive, and is in line with the level of the labour market.

For Materials & Services and Administration Expenses, the increase is mainly attributed to the
price increase in engineering contract, material cost, and other one-time expenses that are not
under our control.

For reference, the latest price escalation for building and construction works in Hong Kong
recorded by Architectural Services Department and reputable Quantity Surveyor - Rider Levett
Bucknall amounting to 9%. As a result, price increase for the latest E&M contracts awarded
is much higher than this year’s inflation. The price increase is in the high single digit to
double digit percent range while those for the latest general services contracts like catering,
security, cleaning, bus services and equipment transportation, are far higher than general
inflation.

To ensure that the contract prices are competitive with fair price and best value, our contracts
are normally awarded after a comprehensive assessment of alternatives under the tendering
procedures.

We would like to reiterate that the change of 2012 & 2013 expenses are mainly attributed to
factors that are beyond our control such as escalations of material prices and engineering
contract prices; expenses based on contracts and one-off expenses like the taxation concession
in 2012 as a result of change of IRD departmental practices. HK Electric has also exercised
measures to enhance productivity and to achieve savings.

7/8
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(d) information on the actual rate of return of the two power companies in 2012, and the
estimated rate of return in 2013 as a result of the proposed increase in tariff;

B Bl A 6 R e TR T AR A ¥R 0 RIAYEEE R ml$ - —TE DAZlHE /B ]
BRI S R W T E B S 2 &8 TR HE st RO B BCER - ARl T
AR EHE R 2 - TSERFFE IR IRESRIGHEEIRAS RN - IR DURELGRE AR TR &
Ml ; BRITRYE HIFH BT T ERIEIHEERES 0.99% » 410 2012 Kz 2013 SRRV ETERIEIER
Al =4 A HEREE  HhafEEE - S8 - FIEHS a8 RESE -

At present, the HKSAR Government regulates the operation and return of the power companies
through the Scheme of Control Agreements (SCAs). HK Electric has all along been operating
its electricity-related business and managing its financial matters in full compliance with both
the technical and financial requirements stipulated under its SCA. Through providing safe,
reliable and environmentally friendly electricity supply services, HK Electric is entitled to earn
a reasonable return specified in the SCA. According to the prevailing SCA, the stipulated rate
of return is 9.99%.  However the actual return for 2012 and 2013 will be affected by various
factors including electricity sales, operating costs, interest expenses and operating
performance.

8/8
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a.  Details of the increase in tariff, in terms of percentage, for different tariff blocks of

residential and business customers.

FEHAEMEE
GEAEEBER
Al T {E H 2013 A | 201249 (SEUEHIIED
F FE A A R FEME IREHE A
HETT HETT (%)
FEIRE ST ZH 400
R (< 200 fE)* 0.891 0.923 -3.5%
(< 300 fEF)** 0.901 0.923 -2.4%
FF (< 400 fi)*++ 0.911 0.923 -1.3%
TR AR B AR 20 A 400
1 B 400 & 0.981 0.923 +6.3%
2 & 600 & 1.096 1.038 +5.6%
3 7% 800 FF 1947 1.179 +4.9%
4 X 800 [ 1522 1.355 +12.3%
5 7% 800 & 1.732 1.44 +20.3%
6 B8 3400 1.819 1.44 +26.3%
* FIRIRE S WE A HEMETR S 200 X
** R IREERTE H %ﬁfﬁi%ﬁi\ 200 FEEHAN 2554 300 B
ek RIRE S RE A A EMEE Y 300 BEE{ET A 400 B
BN TR NS
ZR{E H 2013 B R HY HEE
FEME ey I IR T
FETT BT FHET (%)
1 E 400 fE 182 0.911 $3FES0 (3.5%F 0%)
401 £ 1000 ji& 525 1.05 <$29 (< 6.3%)
1001 3 1800 i 1,020 1.133 <$52 (< 5.8%)
1801 & 2600 £ 1,629 1.253 <$119 (< 7.9%)
2601 F 3400 FF 2,321 1.366 < $236 (< 11.3%)
FE I 3400 >2,321 1.819 >=$236  (<26.3%)
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I PEE A (b P R H)

47 Eo FIEAT E

A 3 006 HE | 02EE | ERE
e wEl | BEE | GouiEn

T T %)

T R B P A BT B 7 400

55 (< 200 BE)* 1.047 1.079 -3.0%

51 (< 300 BE)** 1087 1.079 -2.0%

FERE (< 400 FE)*+* 1.067 1079 -1.1%

L e

1 B 5000 1:137 L9 +5.4%

2 #5000 1.128 1.070 +5.4%

* FIRIRE G H FEMREET 2 200 B

o SERIRE A H I BEAE S 2% 200 REEAS 1Y 300 &
ek (ERIREL A A P R 2500 300 EEAZR 400 FE

522 PRI
g H FAEMAE ﬁ291 3 =T FEE
=y PHEREE HOHIEEGE
= H&EE

HETT HETC FHET (%)
1 ¢ 400 £ 427 1.067 -$7 F $0 (-3.0% Z 0%)
401 & 5000 J& 5,685 1.137 <$290  (5.4%)
HE3E 5000 >5.685 1.137 >$290  (5.4%)
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b.  The reasons for the discrepancy in Fuel Clause Charge between the figures in the Five-year

Development Plan Forecast and the Annual Tariff Review for 2013.

TG IEER T TR 2013 PRRH el (1, TS )

15.5

it ’1 FEFEETEIET 2013 SFRYPEHBE R TR - B

R B

TR AT T A 2 5 2 TR A =
(il )
() | BREMELE L7t +9.0
Frighie 27.02 (BT @ BEPBENTIS ERERE RS AE
2008 FFE[RETHIFLHERFFTIETEE - 285 K ARIEER,
QFTHY A SR B AR ERE R AR, (P8 5, Fh2 TR (s
(b) | S AIEARHE RS TR R IR E 4L 62 LUR R B EIINE -2.1
fE 2013 FFEEME T - PARMEIESRIRIY &SI 2012 4
FEIERY 3.34 (BTG INZE 2013 E£4EEAY 10.34 (7T - 54 E)
R 7 (80T » MAEEEETEIth » PAEHE IR TR~ 11
E%EE{L/ A 200 EE
wE=r +6.9
1 2013 B EGET Y 2013 SEREHEIEZUEE: (I, BEE) 22.4

* g T EIA 2008 FEAJHEEE A TE2008 479 A Sl

BROBLERSIEES - 200858 RS B Bl B
~ 50
g
8 40
B 30 A
3 20 9— 20085 1N |
= == F[[E
%— 10
i ’
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d.

Information on the actual rate of return of CLP Power in 2012, and the estimated rate of
return in 2013 as a result of the proposed increase in tariff.

IR AR YRGS o B A RS2 BT E F S 199.99% » DL
AT RER T A TR 1 1% - RO R R | 7 R R
3THA - 25 HIR01246F 201 S4EHYTRIG - HERHIEIHRERITIERLFR0.99% « 4RI » IsRUCHL
TIPSR « 25 - REUUERITT TIE ARy B SR LR - LA
B A TR S

2013 EARE RS EHERT R R (D RIT EE - IREHERSEERIFEE N (F
EEREA.6) » DAEEE S 3 R A R AR R IR TS NN > iR LR
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f. Response to the following motion passed at the meeting:

“That, with regard to the higher-than inflation electricity tariff increase proposed by CLP Power
Hong Kong Limited (CLP) for the second consecutive year, this Panel finds it unacceptable, and
thus urge the Administration to press CLP, as a public utility company, to be aware of its social
responsibility and strive to suppress the level of tariff adjustment for 2013 so as to ease the
financial burden of the general public by making use of every possible means, including
adjusting the balances of Fuel Clause Recovery Account and Tariff Stabilization Fund (“TSF”),
and in the meantime, the Government should also, when conducting the mid-term review on the
Scheme of Control Agreements next year with the two power companies, grab the opportunity to
require them to expand the sources of funds of TSF, such as by allocating certain proceeds from
property development to TSF, so as to mitigate the pressure of tariff increase.”

R T RO SR E R RIETRENI B O W B S TN 32 BRI LU R B My
BAE—EG KT - BEREEEIRCAZES - i EFE20124EEIE K RMBE S EE
= 2013 G ORI - 20134EAY B (IR i = BN S P I — feiE
WA RIRRITS [BEIEHRA EF - STRAR D BEIE TG B TIEE B R BEA
SRR IERY3(E - IR SFETE20 FRI%RET - BRI L B AT ST -

SRR RENR - BN —EHrA ETREEH G 1 - RE(EE i P RIEEE A SR
AREFEEDH400E - F S ZHEH - A ESEE  ERAEE - 5H403R9
FE2013 452 LA EEFE2. LAY A K ZE 8 BRI - 3288 = o BeFITEE » 35% =M 5
(FI70HEZREE ) F44% NHUFEER S (GHI3E/NER) BTSN s EL
TR - SBEYE - BB E TIE R BEER L R B B SR BRI
WSHRRTEIEE TE TE ) B, REREEHEGEEE IS IR R -
FE BT B A —TE M R SR B A — R BRI B LA L 5 P SR G
WIS = H TS TR BD BB R e 7 B AT & AR e 2 B LA A R R
RS S R RIS AZRIEE - TR SR o 2 IR s H PO B (R R TR i

T RS R AR S N L RI20124E RGNS - At (5 B B pa aiemAs - 5%y

EEVEE A 201 2 A B LIRS < SE P AT 0201 34E 1R R A

R S 67T LUFAREBZHIIES) - FUEE  EIRE AT ER 190974 k7 - 54

TATRTRE R R RAI TN - TR/ R ST ETIERRIRAY U RGN 7 (7T 10 e
RS » LRI 12 SO -
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