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CLP’s Electricity Tariff
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CLP S tarl f IS made up ftwo major components
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Basic Tariff is a cost of service to customers for capital investments and
operating costs for the supply of power to meet customers demand. It includes a

standard fuel cost element.
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Fuel Clause Charge reflects the cost of fuel used for generating electricity and

is directly passed through to customers. Difference between actual cost and
standard cost will be surcharged or rebated. CLP makes no profit on fuel.
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CLP’s Electricity Tariff
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CLP has managed its tariff responsibly to keep it stable and affordable to its
customers over the years
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CLP’s current Basic Tariff maintains at the same level as in mid-1990s.
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CLP has also offered over $4 billion in rebates to customers over the past decade
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Progress Update of Major Projects Under Development Plan
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In 2010, projects that help improve environmental performance are in good
progress
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Among the 4 generating unlts at Castle new gas supplies to HK are in progress
Peak B, 3 are fitted with Emission Control

Facilities, which are already put in operation,

while the fourth one is about to complete
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Progress Update of Major Projects Under Development Plan
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Transmission and Distribution Facilities projects are underway to support
Hong Kong'’s infrastructure development and maintain supply reliability
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|S|ng operating costs as suwested by various index trends
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Rising fuel prices rapidly depleting CLP’s Fuel Clause Account to a large defi
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Fuel Clause Adjustment is Necessary
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The international fuel prices have increased by more than 20% since last year.
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The Fuel Clause Charge reduction in 2010 and the rising fuel costs are
widening the Fuel Clause Account deficit.
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The Fuel Clause Charge increase is to narrow the deficit.
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The Fuel Clause Charge reflects the cost of fuel used for generating electricity
and is directly passed through to customers. Difference between actual cost
and standard cost will be surcharged or rebated. CLP makes no profit on fuel.
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Impacts of Tariff Adjustment to Customers
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About 70% of customers About 70% of customers
will experience will experience
monthly tariff increase of monthly tariff increase of
less than $10 less than $36
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arlff Compares Favorably to Other Major Cities
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Notes: Tariffs and exchange rates are as of November 2010

Comparison based on annual residential customer consumption of 3,300 kWh
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Iectr|C|ty Tar| f Rises in Major Metropolitan Cities (Jan 2005 — Nov 2010
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Tariff increase of CLP Power in the last 6 years is small in Comparlson to
large tariff increases seen in many major cities
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Summary
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The average 2.8% net tariff increase is a result of Basic Tariff freeze and an increase of 2.6¢/u
of fuel clause charge.
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Stringent cost control enables no change in Basic Tariff which is still lower than the level of
mid-1990s.
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Desplte significant fuel and material costs increases during the same period and CLP's

continuous efforts to use cleaner fuels, we have a relatively low tariff in HK and our reliability is
amongst the best in the world.
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Increasing cost pressure |s expected with the more challenging targets for environmental
performance. While doing our best to meet the targets, CLP will continue to work hard to

ensure our customers enjoy a stable and competitive tariff through prudent financial
management and cost control.






