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Challenges and Strategies
To operate successfully, we must overcome a number of sustainability
challenges. These include regulatory requirements, stakeholder expectations,
the future of the electricity market, fuel supply and the economic environment.
For information about financial aspect, please refer to our Annual Report.

Our Key Challenges
Regulatory Requirements and
Stakeholder Expectations
Hong Kong’s laws and regulations are constantly reviewed
and updated. HKEI may be exposed to a number of legal
and regulatory compliance risks. Our main operating
company, HK Electric, also needs to comply with various
industry laws and regulations; in particular, the tightening
emission allowances for the power sector.
Stakeholders everywhere now demand that companies act
as responsible corporate citizens. Ours are the same. They
expect HKEI to follow the highest standards of conduct in
various areas, such as service delivery, health and safety,
and environmental protection. A high level of operational
transparency is also a requirement.

The Future of the Electricity market
The operations of our electricity business in Hong Kong are
subject to a Scheme of Control Agreement (“SCA”) with
the Government, which sets a permitted level of earnings
based principally on the average net fixed assets of
electricity-related operations along with a broad spectrum
of operation, performance and service requirements.
The SCA was renewed in 2008 for a term of ten years, with
an option for the Government to extend it for five more.
The implementation of the 2014-2018 Development Plan
under the SCA, the extension of SCA beyond 2018, the
structure and regulation of the power industry in Hong
Kong, the Government’s policies on fuel mix, and the
competition of the electricity market over the medium to
long term are all factors affecting our business, as well as
our stakeholders.

Fuel Supply
Coal and natural gas are practically the exclusive fuels
used for our generating units at Lamma Power Station.
Any interruptions or shortages in fuel supply, or
substandard fuel quality, could result in significant
disruption. Moreover, the use of natural gas is to fulfill the
need for a cleaner fuel mix, and gas supply interruptions
could also hamper our ability to meet the legislative
emission allowances. Although the global fuel price
decreased over the past year, the possible fuel price
fluctuation is still a key challenge for us in the future.

Economic Environment
Global economic growth has been weaker than expected,
with sluggish demand for consumer goods and energy
seen in the major economies. Hong Kong’s economy is also
highly affected by mainland China. In particular, economic
slowdown on the mainland, slackening trade flows and
decreasing tourist spending are pushing an economic
downturn in Hong Kong and have a gradual adverse
impact on our customers’ businesses. This will inevitably
lead to a lower demand for electricity. Hong Kong’s
electricity market is highly developed with limited growth
opportunities, so these slowdowns are harder to weather.
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Our Principal Strategies and
Stakeholder Engagement
Our Vision, Mission and Core Values (“VMV”) guide us in
how we face challenges at every level of the business. This
is bolstered by our Corporate Social Responsibility (“CSR”)
policy and our strict corporate governance practices.
In addition, we do our utmost to address the views and
concerns of our stakeholders. Once all these have been
taken into account, we have a sustainability framework
that can be used to enact our sustainability practices, which
will be discussed in the following paragraphs.

Our VmV and CSR Policy
Our Vision is to excel in the power business in Hong Kong.
To realise it, we have outlined six areas of our Mission,
which are: enhancing shareholder’s value; delivering
excellent customer services and supply reliability; nurturing
a harmonious and engaged workforce; caring for the
communities that we serve; caring for the environment
in all our activities; and driving for efficiency in our
operations. To achieve these objectives, we are guided by
our Core Values of Pursuit of Excellence, Integrity, Respect
& Trust and Caring.
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Our CSR Policy
Strive to achieve a high standard of corporate
governance;
Understand and address consumer needs
through our caring services;
Secure stable return and long-term value for
our investors;
Treasure the environment by minimising the
impact of our operations and combating
climate change;
Assist staff to grow and care for them and
their families;
Influence our business partners to adhere to
a high standard of integrity and encourage
our suppliers and contractors to follow our
requirements in respect of ethical, human and
labour rights, health and safety, and
environmental performance; and
Nurture a caring culture in society by supporting
and contributing to community investment.
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Stemming directly from our VMV is the need for us to
behave responsibly, and we have developed a CSR policy
called SUSTAIN that guides the way we operate and
protects the future for all. The policy is governed by
the Group’s CSR Committee so that it is always enacted
properly. Chaired by the CEO and comprising senior
management, the committee is responsible for strategy
formulation, integration of concerns into our operations,
driving efforts to improve and monitor CSR performance,
benchmarking against industry best practices, promoting
CSR understanding amongst our people and improving
relations with stakeholders and the community.

Corporate Governance
Good corporate governance practices help an organisation
achieve long-term, sustained value and balance the
interests of different stakeholders. Such practices are vital
to transparent, efficient and successful operations. For
these reasons, we pledge to uphold the high standards we
have established. Further details can be found in our
Annual Report.

managing the Key Challenges
In order to cope with the regulatory requirements, we
have taken a proactive approach to monitoring changes
in laws and regulations. We also ensure compliance
is met by all relevant functional areas and employees.
On environmental, health and safety, and service quality
aspects, we are governed by comprehensive and holistic
management systems. To understand and address our
stakeholders’ concerns, we keep in constant
communication with them.
We have established a mechanism to review relevant
factors that can affect the electricity market on a regular
basis. We also engage various stakeholders, including
the Government, to exchange views on the future
electricity market.
To secure a reliable, stable supply of quality fuels at
reasonable prices, we have developed a fuel supply
strategy and fuel quality control system to meet
generation requirements.
Facing economic uncertainties, HKEI pursues prudent and
pragmatic strategies in financial management and capital
expenditure investment. We also implement measures of
operational efficiency and cost effectiveness to enhance
our financial performance.

Challenges and Strategies

Engaging with Stakeholders
As a company that supplies energy, we realise our choices
and actions have a direct impact on all members of society.
Therefore, we need to keep up to date with – and properly
address – their concerns. In return, our stakeholders’ views
about the electricity market, and what they expect from
us, also influence our operations. We hope to show them
the advantages of the current electricity market structure
and improve their understanding of our plans, actions and
the constraints we have encountered.
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Stakeholder engagement is a key part of our business.
We always listen to what different groups have to say and
always seek to find a balance. Our aim is to provide safe,
reliable and clean electricity whilst ensuring affordability
for customers and a stable return for investors. Throughout
2015, we used various channels to communicate with
stakeholders.

STAKEHOLDER ENGAGEMENT
ACTIVITIES IN 2015

Business Partners: SHE day to promote safety with contractors.
Customers: Customer Liaison Group meetings.

Employees: Communication session between CEO and employees.
NGOs: Partnering with a green group in
Green Hong Kong Green programme.
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Among these channels, our main form of communication
for all stakeholders regarding sustainability is our
Sustainability Report. To make sure that these reports
address their concerns, we run specialised stakeholder
engagement exercises to identify their key concerns,
making reference to GRI’s reporting guidelines, and the
latest one was conducted at the end of 2014. In this report,
we have continued to report on the material aspects
identified by that exercise, as well as on recent topics that
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have attracted public attention. For more information
about these material aspects, please refer to the online
“GRI G4 Content Index” of this report.
Because this report targets a broad range of readers, we
have grouped the aspects into more general areas and
issues. Over the following pages, we will elaborate on why
these issues are of concern to us and our stakeholders.
You can also see, in the ensuing chapters, how we have
attempted to address them over the past year.

Shareholders: Monthly visits to Lamma Power Station.

Education Sector: Spreading green messages to younger
generations through the Smart Power Campaign.

Local Communities: Engaging District Councils in the
CAREnJOY elderly care programme.

Media: Chairman's stand-up on views on the
electricity market’s future development.

Challenges and Strategies
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Shared Concerns and Associated Challenges

Sustainable Operations
Climate Change | Air Quality
• A proactive approach to
combating climate change is
essential for all.
• Clean air is a foundation of a
healthy life.
• The power sector has a pressing
responsibility to reduce its
emissions.
• HK Electric has a solid
performance in emission control.
However, further reductions
present a challenge, particularly
given the high cost and time
requirements of developing
low-carbon generating

infrastructure, as well as the
uncertainty in Hong Kong’s future
electricity market.

Natural Resources
• Preserving limited natural
resources and protecting the
environment are essential for the
future of all of us.
• The power sector is a significant
user of natural resources,
including fuel and water. The
sector also produces waste and
by-products, such as waste water,
waste oil, ash and gypsum.

• HK Electric must further enhance
its operation efficiency and waste
management in the face of
ageing facilities.

Supplier Partnership
• Organisations are expected to
encourage suppliers to enhance
their own CSR performance.
• HK Electric uses a wide range of
suppliers. However, it is not
always easy to influence those
suppliers having lower CSR
awareness or limited resources.

Customer Care

Health and Safety
Safety at Work |
Customer and
Community Safety
• Health and safety considerations
must be key areas of focus.
• As a responsible organisation,
HK Electric makes every effort to
ensure the health and safety of
its employees, business partners,
customers and the community
at large.
• Zero accidents is an aspirational
goal, however, unforeseen risks
and human error can make this
target difficult to achieve.

Supply Reliability

Customer Service

• A reliable electricity supply is
crucial to daily life and economic
development in Hong Kong.

• Customers expect excellent
products and services at
reasonable rates.

• Maintaining high supply reliability
is a complex task. Challenges to
seamless operations include
congested underground
infrastructure and severe weather.

• HK Electric understands that
electricity is essential to daily life
and is committed to providing a
safe, reliable, clean and
affordable electricity supply
supported by outstanding
customer service.

Use of Energy
• Demand side management is a
direct way of minimising the
environmental impact associated
with energy use.
• HK Electric is committed to
this energy efficiency and
conservation initiative,
encouraging the smart use
of electricity.
• While HK Electric believes in the
long-term environmental benefits
of such an initiative, innovative
strategies are required to sustain
its business.

• Mutual understanding is essential
to delivering a satisfactory
customer experience. We must
understand our customers’ needs
while at the same time gaining
their understanding.
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Community Involvement
Green Lifestyle
• Raising community awareness
is essential to sustainable
development.
• Given HK Electric’s expertise,
we recognise our responsibility
to promote an eco-friendly,
low-carbon lifestyle.

Elderly Care |
Supporting the Needy
• Giving back to society is vital and
as a responsible corporate citizen,
HK Electric recognises the need
to contribute to the community.

• As a commercial entity, we do not
possess the expertise and skill sets
to tackle complex social issues.
As such, we must partner with
community organisations to
deliver benefits to those in need.

• Instigating behavioural change
calls for innovative and inspiring
programmes.

Accountability
to Shareholders
Employee Care
Employee Relations |
Talent Nurturing |
Employee Wellbeing
• Our talented team is essential to our
business success, and each team
member has the right to
development opportunities and
remuneration commensurate with
their challenges and responsibilities.
• Qualified and experienced
professionals are in high demand in
this competitive market, especially
within the power industry. This can
create recruitment and retention
challenges.

Accountability and
Transparency |
Shareholder’s Value
• Shareholders naturally expect their
rights and equity value to be well
protected.
• We are committed to securing stable
return and long-term value for our
investors through solid financial
performance.
• Hong Kong’s mature electricity market
offers limited opportunities for
growth. The uncertainty surrounding
Hong Kong’s future electricity market
presents an additional challenge.

