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Since COP26 in late 2021, combating climate change has remained an important issue
across the globe amid the COVID pandemic. In a collective effort, many nations have
made decarbonization targets. Hong Kong is no exception and has pledged to strive
for carbon neutrality by 2050. Consequently, many action priorities in Hong Kong are
in concert with the Hong Kong SAR government’s policies in advancing the energy
transition:

® Promoting green buildings, improving energy efficiency and stepping up efforts to
create a low-carbon lifestyles to reduce energy demand. The goal was set to reduce
electricity consumption of commercial buildings by 30-40% and that of residential
buildings by 20-30% from the 2015 level by 2035.

* Hong Kong aims to have 60-70% of its energy supply from carbon-free sources

by 2035, which includes nuclear energy. Hong Kong has been importing nuclear
electricity from the Daya Bay Nuclear Power Station in Guangdong since 1994,
resulting in improved air quality and lower carbon emissions. With a well-established
electrical grid interconnection with China Southern Power Grid, importing nuclear
electricity from Guangdong provides stable and cleaner electricity supply for Hong
Kong. There remains public concern over the safety issues surrounding nuclear power
plants and so the Hong Kong SAR government will have to better inform the public on
nuclear technology as it explores increasing the clean electricity mix from import to
more than 25%.

® The development of innovative transport including green transport is also vital to
achieving zero vehicular emissions by 2050. The Hong Kong SAR government will
proactively promote electric vehicles and develop other new energy public transport
and commercial vehicles, including conducting trials of hydrogen fuel cell buses.

With over 50% of Hong Kong’s population living on the 15" floor and above,
maintaining a reliable power supply is critical and hence quality energy access may
have been interpreted as a proxy for maintaining a reliable quality energy supply as an
action priority. Hong Kong also values affordability and hence would like to maintain
the current affordability during and after the energy transition as an action priority.

Despite the existing action priorities, more measures are needed to reach the climate
change target and so climate change management remains as one of the most critical
uncertainties in Hong Kong. Given Hong Kong'’s context, notably its limited renewable
resources, Hong Kong is exploring the role of green hydrogen in its transition.
Hydrogen has been a hot topic in the energy sector and on the international agenda.
A number of countries have already developed their own hydrogen strategy or plan,
but Hong Kong has yet to make any concrete plans. Thus, hydrogen remains a critical
uncertainty in Hong Kong. Electricity and gas companies have started to explore the
feasibility of hydrogen applications in their businesses, as well as imports from China
or other Asia Pacific countries. Regional integration, as well as potential changes in
energy market design and regulations pose further uncertainties on how they may
influence Hong Kong’s transition towards a carbon neutral energy future. Fortunately,
it is likely that these uncertainties provide more opportunities than risks, given Hong
Kong’s constraints as a city and China’s own growing momentum towards a carbon
neutral energy future. In parallel to combating climate change, another priority for
Hong Kong is its pursuit of becoming a Smart City and hence, concerns over the
uncertainties arising from cyber security risks.

3 KEY TAKEAWAYS
1. Carbon neutrality to be achieved Achieving carbon neutrality by 2050 is a top priority for Hong Kong. It will be
through both supply and demand-side delivered through a combination of both supply-side decarbonization and demand-
measures side reduction. Hong Kong will continue to decarbonize its energy supply through

the shifting of power generation from coal to natural gas in the interim and green
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2. Reliability of supply concerns
during transition

3. Affordability during and after
transition
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hydrogen in the longer term; and further increasing the use of nuclear power and as
much renewable energy and energy storage as possible. On the demand-side, Hong
Kong will focus on building energy efficiency measures and innovations in electrifying
as much of local transport as possible.

In a dense skyscraper city like Hong Kong, having a secure and reliable quality power
supply is critical. Hence there is a strong desire to ensure that the current high levels
of reliability are maintained during the energy transition, in light of the regional
integration activities and potential changes in energy market design and regulations.
Furthermore, as the energy system becomes increasingly digitalised, cyber security
risks will arise and need to be carefully managed. It is imperative that Hong Kong
continues to be prepared, to adapt to and to build resilience against potential climate
change-related supply chain disruptions.

Similar to other parts of the world, Hong Kong is experiencing growing economic
inequity, within and between generations. Combined with the ageing population,
maintaining the affordability of energy will be critical for a stable society.
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