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hen CLP began life as

China Light and Power

Company Syndicate to

serve Kowloon residents
more than a century ago, our chief
financial officer — if there were one —
probably knew all of his fewer than 200
customers by name. At that time, customers
were happy if we could provide enough
electricity for them to keep the lights on
for just a few hours each week.

Fast forward to today. The CLP Group is

now one the largest investor-owned
electricity companies in the Asia-Pacific
region where we power over five million
homes and businesses. In Hong Kong, our
vertically-integrated operation provides a
highly-reliable electricity supply to 80 per
cent of the city’s population. We also invest
in Mainland China, India, Southeast Asia,
Taiwan and Australia. Our business
includes power generation, transmission
and distribution, and electricity and gas

retail activities.

Energy Trilemma
As we embarked on our expansion, the
challenge of providing a reliable and safe
electricity supply produced in an environ-
mentally responsible way and at a reasonable
cost has become more complex. This
so-called “energy trilemma” has an
inevitable effect on the way we conduct our
business. Simply put, at different times
throughout these

history, competing

objectives have carried different weights
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on our strategic and long-term decision
making.

Initially, CLP's purpose was very clear: we
had to ensure day-to-day availability of
electricity. As electricity was still a novelty
to this world, not to mention Hong Kong,
we saw an explosive growth in demand for
basic electricity services to support the
city’s industrialisation.

Soon, we entered the next stage of devel-
opment with investments in larger
facilities to focus on the cost component
of the trilemma. Prime examples include
Castle Peak Power Station in Hong Kong
in the 1980s and Daya Bay Nuclear Power
Station in Guangdong Province in the
1990s. The Daya Bay project, in particular,
was considered a bold move by any
measure. It was China’s first large-scale
commercial nuclear power plant, which,
for over 20 years, has helped to keep
power in Hong Kong reliable and afforda-
ble. But no matter where we are, our goal
is to meet Asia Pacific's energy challenge
in a sustainable manner from one genera-

tion to the next.

With time, along with our customers and
stakeholders, we became more conscious
of the environmental impact of electricity
generation. Hence we adopted new
technologies that would reduce emissions
reliability,
availability and cost competitiveness. In
the past two decades, CLLP has achieved

without compromising on

over 80 per cent emission reduction
despite an equal level of growth in
electricity demand.

In 2007, we made another bold move,
publishing our “Climate Vision 2050” to
lay out our long-term carbon intensity
targets. We later set a group-wide fuel
mix target of having 20 per cent renewa-
bles and 30 per cent non-carbon-emitting
generation by 2020. More recently, in
support of the Hong Kong Government’s
environmental policy to raise the natural
gas to around 50 per cent of the fuel mix
for 2020, we began studying the develop-
ment of new infrastructure such as a
gas-fired generation unit and an offshore
liquid natural gas terminal in the city.

New Variables

Meanwhile, new “variables” to the trilem-
ma equation are emerging, which, in
translate into

socioeconomic  terms,

“disruptive trends” affecting the energy
industry. For example, the shale gas
technological revolution has accelerated
retirement of coal plants in the US. Here
in Asia, the evolution of other new
technologies, such as wind, solar and
batteries, is expected to transform funda-

mentally the way we produce electricity.

These new trends have threatened in
“break” the
balance of the trilemma. In the UK and on

many cases to delicate
a smaller but more acute scale in Southern

Australia, blackout risk is emerging partly



due to the tightening of supplies resulting
from the closure of older polluting power
plants. In Spain or Italy, there is talk
about social discrimination as people with
large houses enjoy solar rooftop panel
subsidies partly paid by users living in
more modest dwellings. In Germany,
forced closure of nuclear plants and
generous subsidies for renewable energy
have evaporated the market capitalisation
of the two largest utilities, namely Eon
and RWE. Fortunately in Hong Kong, the
model of responsible dialogue between
the government, community and utilities
has served the city well; the trilemma is
still in balance.

Solutions to New Paradigm

Looking ahead, maintaining the balance
of the trilemma will not be enough. A few
societal trends will shape the new
paradigm in the energy sector and we

need solutions.

First, in an age of smart living, customers
demand more individual solutions. Our
role as a utility is to empower them with
more choices so that they can enhance
their energy efficiency. At CLP, the use of
smart meters and other energy saving
solutions are part of our answers to those
questions.

Second, in addition to individual needs,
we are seeing new collective demand to
save energy. How do we include in the
system a large-scale rollout of electric

mobility? Electric vehicles at some point,
also may be considered as a source of
storage of electricity. As new grid control
technology emerges, this may help signif-
icantly to “shave the peak” and thus
generate potential savings. As an initial
CLP has launched
Charge”, a new initiative with HKT to

response, “Smart
provide electric vehicle drivers an unpar-
alleled one-stop charging solution.

Third, climate change is a threat not just
to our industry, but to mankind as a
whole. As an early embracer of clean
energy technologies, we have built over
3,000 megawatts of renewable energy
generation facilities so far, accounting for
about 17 per cent of our total generation
capacity. But we should and will do more.
As a group, we are prepared to grow our
non-carbon generation capacity. Will it be
done through more nuclear energy, devel-
opment of offshore renewable energy or
even vertical solar panel technology?
Watch this space.

Last but not least, in 2015 the United
Nations adopted 17 Sustainable Develop-
ment Goals (SDGs) aimed at tackling
poverty, hunger, climate change and other
global problems by 2030. The SDGs have
provided the international community with
a clear direction on the transformative steps
that are urgently needed for sustainable
development. They also inspired us to
develop our own “Sustainability Principles,”
which set the foundation for articulating

our sustainability priorities in support of

longer term business strategy. The setting
up of these principles signifies our willing-
ness to play a role in helping the world
achieve the SDGs, especially those on
combating climate change and affordable
electricity. More importantly, this is our
commitment to our customers and to the

&0

world.
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