
CB(1)430/98-99(01)

SUBMITTED TO THE HON. MR. TUNG CHEE HWA

CHIEF EXECUTIVE OF THE HONG KONG SAR

AND

HONOURABLE MEMBERS OF THE LEGISLATIVE COUNCIL

CONCERNING AN

OBJECTION TO LAMMA POWER STATION EXTENSION

AND

REQUEST FOR BEGINNING A PUBLIC REVIEW

OF THE REGULATION OF THE POWER SECTOR.

ON BEHALF OF:

Act Now!
Citizens Party
The Conservancy Association
Democratic Party
Friends of the Earth (HK)
Greenpeace
Green Lamma
Green Lantau Association
Green Power
Lamma Island Conservation Society
Safe Alternatives for Food and Environment (SAFE)

6 NOVEMBER, 1998



1

DEAR MR. TUNG,

Lamma Power Station

On 31 March 1998, the Executive Council advised and the Chief Executive ordered that Hong
Kong Electric Co. Ltd. (HEC) should be invited to proceed with detailed investigation of an
extension to Lamma Power Station. This does not commit Government to project approval,
but we believe it is the wrong direction to be investigating at this time.

The Lamma plant extension is unnecessary because Hong Kong presently has large excess
power capacity, and interconnection of HEC and CLP is in Hong Kong's strategic interests,
and HEC expansion at Black Point is a better land use decision.

Expansion at Lamma Power Station will economically impact Hong Kong with degraded
tourism potential, increased electricity tariffs, and it will continue to promote over-capacity
instead of more jobs and economic benefits from energy efficiency.

The Lamma plant extension is environmentally undesirable because AQOs are exceeded in
densely populated areas, further delay on a CO2 strategy is globally unacceptable, hazardous
emissions from a co-sited waste incinerator are a completely unjustified risk, and unique
qualities of life for Lamma Island residents are permanently lost.

Regualtion of Power Sector

The incentives that are given to electric utilities by the Scheme of Control Agreements (SCAs)
no longer match the needs of Hong Kong's changing economy, and are not compatible with
Government's goals of sustainable development.

We request the start of a public process to restructure how power is managed in Hong Kong,
where all stakeholders are represented. We submit that this can be a win-win situation for the
utilities, consumers, and environment. We request a meeting to present our concerns and
constructive suggestions on this issue.

YOUR HUMBLE PETITIONERS.
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SUMMARY

LAMMA POWER STATION OBJECTION

A. Hong Kong has seven years of excess capacity at present growth rates.

B. No expansion should be considered until Government's Consultancy Study of
Interconnection and Competition in the Electricity Supply Sector is completed
and analysed. Full interconnection now avoids unnecessary capacity expansion,
it serves Hong Kong's long term energy strategy, and it does not violate the
present Scheme of Control Agreements (SCAs) with HEC and CLP.

C. With interconnection, future HEC expansion can use less sensitive sites like
Black Point, develop renewable energy sources in south China, or other.

A. HEC tariffs will increase at least 4-8% p.a. to finance Lamma extension.

B. Jobs & economic benefits are being passed over for shareholder interests.

C. Loss of tourism qualities for Hong Kong as a whole, and for Lamma beaches in
particular (Hung Shing Yeh, Lo So Shing) will bring economic impacts.

A. The scale of expansion destroys Lamma's unique rural quality for residents.

A. AQOs exceeded for ground level SO2 in the Western Harbour area.

B. AQOs exceeded for ground level NO2 in the Victoria Peak area.

D. Hazardous emissions from proposed co-siting of a waste incinerator.

E. Further delay of action on CO2 reduction is globally unacceptable.
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B. No expansion should be considered until Government's Consultancy Study of
Interconnection and Competition in the Electricity Supply Sector is completed and

analysed. Full interconnection now avoids unnecessary capacity expansion, it serves Hong
Kong's long term energy strategy, and it does not violate the present Scheme of Control

Agreements (SCAs) with HEC and CLP.

CLP's grid is fully interconnected with the Guangdong grid.

Full interconnection of CLP and HEC's grids is a long term benefit to the Hong Kong
SAR's energy strategy.

SHORT TERM

In the short term, full interconnection allows CLP's large excess capacity to be
balanced with HEC's more impending need for capacity (see Appendix A).

Ratepayers should not be required to pay for excess capacity on both sides of Victoria
Harbour indefinitely, as this is against the spirit of using benefits of scale in the
consumer's best interest, which is Government's objective in upholding the SCA's on
behalf of consumers.

LONG TERM

In the longer term, full interconnection is needed to develop future energy strategies
such as de-coupling of generation from distribution services, common carrier
transmission, distributed generation technologies like renewable energy and
cogeneration, connection to pumped energy storage systems, and large scale renewable
energy plant development in south China, to name a few.

The Economic Services Bureau (ESB) contends that full interconnection is too
expensive to be used for only a few years while there is an imbalance between HEC
and CLP's reserve margins (LegCo Brief, ref. ESBCR 6/4576/93(98), para. 3(b)). We
believe this to be an extremely short sighted view that ignores the long term imperative
for a regionally integrated energy system.
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NOTES

Note 1.

The costs of CO2 emissions have been estimated based on the negative effects that
increasing CO2 has on climate. Two widely accepted estimates are:

A. Frankhauser, S., and D.W. Pearce. 1994. "The Social Costs of Greenhouse Gas
Emissions." IN: "The Economics of Climate Change", Paris, Organisation for
Economic Co-operation and Development (OECD) -- International Energy
Agency.

VALUES: (per ton of Carbon)

US$ Period
$20.4 1991 - 2000
$22.9 2001 - 2010
$25.4 2011 - 2020
$27.8 2021 - 2030

B. The California Public Utilities Commission (CPUC) undertook a Biennial
Resource Plan Update (BRPU) to allow a competitive bidding process for the
acquisition of new power supplies and to allow energy policymakers to better
understand the environmental impacts of different types of power plants.
However, coming up with a dollar value for specific pollutants proved
controversial. A compromise was reached that allowed for the use of clean air
bonus payments and penalties as part of the competitive bid process.

VALUES:

south California north California
NOx $28,524 per ton $8,272 per ton
SOx $21,306 per ton $4,060 per ton
PM $6,171 per ton $2,380 per ton
Reactive Organic Gas ROG $20,374 per ton $1,180 per ton
Carbon $30 per ton $30 per ton








