U 00 CB4)951/16-17(01)1 [ [
LC Paper No. CB(4)951/16-17(01)

=
New Scheme of Control Agreements
with the Two Power Companies
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A. Introduction &7}

o Current Scheme of Control Agreements (SCAs) will
expire iIn end 2018
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° Entered into the new SCAs with key terms which:

ERER (&)  FEERMRRK:

» Lower the permitted rate of return (RoR) upon
commencement of new SCAs
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» Meet the public aspirations as reflected in the
2015 public consultation and tariff reviews,
iIncluding:
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A. Introduction & 7T (cont’d)

Maintain the current regulatory regime
HISRITHEERH

Enhance promotion of energy efficiency and
conservation (EE&C)

I8 H#E E e IR W ek K B A

Promote development of renewable energy (RE)
HEETBARERERE

Improve fuel costs charging arrangement
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» Reflect the Government’s energy and climate
change policy objectives and targets
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B. Key Changes to the Current SCAs
HIR1T CheE) BVEZECLED

(1) RoR and Duration #£&F B 83 & £ 11

e 8% ROR for both RE and non-RE assets for a duration of
about 15 years until 31 December 2033

FHIAN15F £2033F12H31H; i BAERERMIEAT B AR
EENHEFTEREA8%

» Even if the term of the current SCAs is not extended for five
more years, the power companies shall continue to earn 9.99%
ROR subject to the terms of the current SCAs

BIERT (i) NMERRKBLERZSHE  SHRFAFTRERT
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» Immediate reduction in RoR from the commencement of the
new SCAs. The extent of reduction in tariffs is expected to be
above 5%, assuming all relevant factors remain unchanged
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» The agreed RoR is within the latest RoR range of 7 - 9%
recommended by the consultant
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B. Key Changes to the New SCAs
#IR1T (ihaE) RVEZECLE) (cont'd)

(1) RoR and Duration #£5FEI$RR K FH (cont'd)

» All of our coal plants will reach normal retirement
life in the next decade or so

FIERRERBRERRR T ZFIRK
» Power companies will need to invest in new plants
to replace the retiring plants to meet electricity

demand and the 2030 carbon intensity reduction
target
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» Providing a stable and certain environment for the
power companies to make long term investments

? gﬂ NAREBRENHENRERFEUMFERE
X



簡報者
簡報註解






B. Key Changes to the New SCAs
#IR1T (ieE) REZECLE) (cont'd)

(2) Promotion of EE&C # B sEiF Nz MV sEIR

(i) Enhance the existing programmes:
hnsR IR 1T HIE:
» Increase incentive targets for energy audits and
energy saving from audits
R REZNEERREEREXRMEZRR SR
RYZ2Eh B 1=
» Expand the scope and coverage of energy efficiency
funds with increased fund size
EAERYAaESNENSHENRKENET, ESEH
e
» Continue loan funds and double the size of education
funds
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B. Key Changes to the New SCAs
HIR1T (15e%) BVEZECLEN (cont'd)

(2) Promotion of EE&C HEE)8ER A= M EFFIEEIR (Cont'd)

(ii)

>

\%

\%

Introduce new elements :

MAFTE

Power companies will plough back 65% of the incentives
earned from achieving the targets under energy audits,
energy saving from audits and energy efficiency funds to set
up a new Community Energy Saving Fund to further support
EE&C, green building initiatives, RE and disadvantaged
groups

E AR Algies%HtRERH RN ESHEREX
ENEEREE , LR =ESMHEE TE 5.
T, %#miﬁm&ﬁﬁﬁmﬁgﬁ 1 — b X AL,
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Five-year energy saving target
L HBE

Demand response programmes to help reduce maximum
demand

#1T TROBEAEHE, URSERERER


簡報者
簡報註解




B. Key Changes to the New SCAs
#IR1T 175E) WEZECLE (cont'd)

(3) Promotion of RE # o] B4 gEIR

> Introduce Feed-in Tariff and RE certificates
?Eﬁtﬁ"ﬂﬁﬁﬁ_fﬁi l \nu. E

» Improve grid access arrangement for distributed
RE systems

XESTMHXNITBERRRKERESHENZHE

» Introduce incentive schemes to encourage power
companies to develop RE and facilitate
development of distributed RE
BICRITHREBZREE , USBELLFREATBRE
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B. Key Changes to the New SCAs
ﬁ‘ﬁﬁ? ((Thhn?t)) E"JEEE&EE}] (cont’d)

(4) Control on Fuel Clause Recovery Account (FCA)
Balance #2 fl R 1B 4% 38 B ok RR W A5 B

e More frequent Fuel Clause Charge (FCC) adjustment
will be adopted

I AB AR FAERBBERINE

» To ensure that the actual fuel costs borne by the

power companies would be reflected in a more timely
manner

BERRENAEEERAEERE PR

» Avoid accumulation of large surplus balances in the
FCA
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B. Key Changes to the New SCAs
HIR1T ChieE) BVEZEDLE (conrd)

(5) Incentive/Penalty Schemes in relation to

Operational Performance & & 3= 31 1Y & i $| &

Incentive and penalty thresholds on supply
reliability, operational efficiency and customer
service will be raised where appropriate

ERETRRE
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New performance indicator, i.e. grid supply
restoration, will be introduced
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B. Key Changes to the New SCAs
#IRTT (the%) HIEZECIE) (contd)

(6) Market Development &% &

 To undertake necessary preparatory work to pave
the way for introducing potential new suppliers

LG
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 Power companies will —
EWIMNCTE-§

» co-operate with the Government to conduct the
Interconnection and grid access studies

BT E1FE 1T E D BN B R E R R T 52
» publish segregated cost data
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C. Other Changes to the Current SCAs
$IR1T C17eE) BYEL o Eh

 EXxcess generating capacity - If there is excess
generating capacity, 100% of mechanical and
electrical equipment of the new unit will be excluded
from ANFA

BRZFERE: FMEEALRBREBEESE , H100%
NEERESEEFEFREEEEFIFEFT IR

 Enhancement of transparency — Releasing
operational and financial information in a more
structured manner

RESZEHE: LERRENANERNEENTHFER
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D. Major Benefits to Consumers

HHEENEETE

Better achieve our four energy policy objectives
BEEMEHUERRBER A F

Immediate reduction in RoR from the commencement of the new
SCAs resulting in tariff reductions

EFFEEEBNE (HR) £ MEFHREED
Better control on FCA balance

5B i s 1 R RHE AR R B AR FOIRAS ER
Better promotion of EE&C and RE
1N 58 #E BE BB IR 3 s M S A0 8B R F Al B A BE R
Improve air quality

REEREE

Help us achieve our 2030 carbon intensity reduction and 2025
energy intensity reduction targets

BRI EFIER2030F M HxsR E B RN 2025F B BEiRsRE B R
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E. Way Forward
IRIE T (F

o Will work out the details of various schemes and
mechanisms relating to EE&C, RE, FCC
adjustment with a view to launching the new
initiatives at the start of the new SCA period

MECRNR N EE., TEEBERLEFAZRRBERR
WEFTEINKBIEFMLZHE , LLEH (HBE) £
B HE H B B ¥ 15
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