
 
 
 
 
 
 
 
 

Press Release 
7 January 2008 

 
 

HK Electric Signs New Scheme of Control Agreement 
 
HK Electric announced today that it has entered into a new Scheme of Control 
Agreement (SCA) with the government, effective for ten years with an option to extend 
for another five years, from 1 January 2009. 
 
The Chairman of HK Electric, Mr. Canning Fok said the Company is pleased that 
negotiations have been concluded and an agreement reached. “This has not been an easy 
task given the complexity of the issues involved,” he said. 
 
The current SCA that governs the provision of electricity supply to Hong Kong Island 
and Lamma Island will expire in December this year. HK Electric has engaged in talks 
with the government over the last two years on the post 2008 regulatory framework.  
 
Under the new SCA, HK Electric is entitled to a permitted return of 9.99% on average 
net fixed assets excluding those on renewable energy, which will have a rate of return of 
11%. 
 
The term of the SCA is set for ten years to end December 2018 with an option for the 
government to extend the agreement for another five years to end December 2023.  
 
“We believe that under the current environment, the new agreement effectively balances 
the interests of our customers in reliable and quality electricity supply at reasonable 
prices while providing our shareholders with the benefit of the certainty and stability of 
a long term regulatory framework,” said Mr. Fok after the signing ceremony. 
 
“The agreement removes the uncertainties surrounding the electricity industry in Hong 
Kong over the last few years. Now with the negotiations behind us, we can focus on 
planning for the future so as to continue contributing to the economic development of 
Hong Kong through supply reliability and excellent customer service.” Mr. Fok added. 
 
The Managing Director of HK Electric, Mr. Tso Kai-sum, said the new agreement 
provides a more comprehensive regulatory framework. “It encourages higher service 
standards and improved environmental performance while also promoting the use of 
renewable energy,” Mr. Tso explained. 
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Noting the government’s intention to introduce incentives and penalties for meeting 
the government’s emissions targets, Mr. Tso stressed that HK Electric would strive to 
meet the emissions caps in support of the government’s clean air objective. 
 
In addition, the Company’s performance in respect of supply reliability, operational 
efficiency, customer services, energy conservation and the use of renewable energy 
will be measured. Financial incentives or penalties will apply for performance above 
or below target levels. 
 
Mr. Tso noted the community’s aspiration for lower tariffs, but stated that it is not 
possible to forecast the tariff level for 2009 at this stage given the volatility of fuel 
prices. “Our tariff is dependent on a number of factors. Other than the rate of return, 
electricity sales, fuel charges and operating costs will all have an impact,” he said, 
adding that every effort will be made to enhance productivity while containing costs. 
 
Going forward, Mr. Tso said he is confident that under the new SCA, Hong Kong will 
continue to enjoy a safe, efficient and reliable electricity supply at reasonable prices 
while improving on the environment. “HK Electric is committed to making this a 
reality,” Mr. Tso added. 
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About Hongkong Electric Holdings Ltd. 
 
Hongkong Electric Holdings Ltd. (HEH) is the listed vehicle of the Hongkong Electric 
Group of companies which includes The Hongkong Electric Company, Limited 
(HEC), Hongkong Electric International Limited (HEI) and other subsidiaries. HEC is 
an electricity utility established in 1889 and its principal activity is to generate and 
supply electricity to Hong Kong Island and Lamma Island. HEI is the international 
investment arm of HEH, pursuing investment opportunities outside Hong Kong. 
 
Media Enquiries: 
 
Esme Lau 
Public Affairs Manager (Media and Community)  
Tel: 2843 3225 




















































































































