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1. Background

The current Development Plan approved under the Scheme of Control Agreement (SCA)
covers the period October 2008 — December 2013. A new Development Plan was
submitted to the Government of Hong Kong in May in accordance with the requirement
of the SCA. The Executive Council advised and the Chief Executive ordered that this
new Development Plan be approved after the review by the Government. The new
Development Plan (Plan) will cover the period January 2014 — September 2018.

2. Meeting the needs of Hong Kong

Hong Kong is a densely populated international metropolitan city. The delivery of
reliable electricity is critical to the livelihood and well-being of every fellow citizen in
Hong Kong and the competitiveness of the city against others internationally.
Maintaining a safe and highly reliable electricity supply service is a key driving
force in this Plan.

CLP supports the community’s call for Hong Kong to reduce pollution with a clean air
environment for us all. We are playing our parts by bringing down emissions by over
80% while meeting a demand increase of 80% in the past 20 years, there is more that we
can do.

CLP is part of Hong Kong and we understand well that the tariffs charged by the power
companies have to be reasonable and competitive. One of the key challenges faced by
CLP in the Plan is to contain cost pressures. Key drivers are the use of a lot more
natural gas in the production of electricity to meet the tightening statutory emissions
requirement. Construction costs for the infrastructure development have significantly
risen in recent years, which put further pressure on cost. Ensuring stable and

competitive tariffs is a challenge to us and a key

commitment to our customers. /S
Reliable
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These three factors, reliability, environment and

costs, form the so called “Energy Trilemma” that
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worldwide utility companies have to manage. Balancing the trilemma is critical and
underpins this Development Plan.

3. Key features of the Development Plan for the period Jan 2014 — Sept 2018

Despite rising construction cost in the local market and high commodity prices in the
international market, CLP is able to contain its Basic Tariff increase to a modest level of
an average of 1.8% p.a. in the coming 5 years. This is the result of prudent cost
management together with a variety of initiatives to improve our work processes.

The total capital expenditure (capex) approved for the Plan period is HK$34.1 billion,
and can be broken down into the following key areas?:

e HKS$10.7 billion in local generation plants (32%), to maintain supply reliability

e HK$22.6 billion in transmission & distribution networks (66%), delivering power
to homes and businesses

e HK$0.8 billion in Customer and Support Services (2%), for customers

This new Plan represents a reduction in capex of 18% in nominal terms comparing with
that in the last Development Plan (2008). This Architectural Services Department
budget is well maintained in the context of |,,, Buildine Works Tender Price Index

rising construction cost and high commodity | 1se

prices which can be seen in the increases in | 1o Incrpased
project costs in infrastructure projects locally. | =%

For example, the Architectural Services | ™ Q\/

Department’s building works tender price :::

index has shown a steady increase in recent 2008 2009 2010 01 2012
years.

The capital spending focuses in three core and much needed areas:

a)  Supporting local infrastructure development & meeting customer load
requirements accounts for 41% of the budget;

b)  Maintaining safety and supply reliability accounts for 52% of the budget; and

c) Improving environmental performance accounts for 7% of the budget.

2 Refer to Annex CLP-A for a more detailed breakdown of the major projects in the 2014 Development Plan



(@) Supporting Local Infrastructure Development and Meeting Load Requirements

Local electricity sales in the Plan period are projected to grow at an overall average
annual rate of 2.0%. Against a growth rate of 3.5% in GDP, the implied ratio of
electricity growth to GDP growth is about 0.6. An average growth rate of 2.7% p.a. for
maximum demand over the Plan period is projected, reflecting the on-going growing
trend in demand and the potential impact of extreme weather conditions.

With the rapid expansion of Hong Kong’s railway network, CLP is required to provide
new electric traction supply sources for the Shatin Central Link and the Guangzhou-
Shenzhen-Hong Kong Express Rail Link. Closer collaboration with Mainland China
also demands more cross border facilities, and CLP is required to provide power to the
Hong Kong Zhuhai Macau Bridge Boundary Crossing Facilities by 2016, and to the
new border control point to be established in Heung Yeung Wai by 2018. Enhancement
of other public facilities, for example, the expansion of the Tai Po Water Treatment
Works Plant, also requires infrastructure development.

Network coverage is also required in newly developed areas, for example, the Kai Tak
Development Area and the West Kowloon Cultural District. Load growth in existing
areas (e.g. Tseung Kwan O Industrial Estate, North Lantau, etc.) and redevelopment
areas (e.g. Kwun Tong Town Centre) demand network reinforcements and new supply
and network regimes in the areas.

The diagram shows the major work in the electricity supply network of CLP in the
coming 5 years.
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(b) Maintaining Safety and Supply Reliability

CLP operates with a portfolio of assets of a wide range of ages, from brand new
equipment up to some that is over 50 years old (e.g. transformers, switchgear). Regular
maintenance and periodic refurbishments are required to maintain reasonable operating
conditions and safety and reliability standards. Proactive implementation of preventive
measures is also required, for example, the installation of condition monitoring facilities
to monitor performance and conditions of critical equipment, and the reinforcement of
400KV high voltage overhead line towers to prepare for adverse climate conditions like
super typhoons, etc. Cyber and IT security will also need to be upgraded to protect
customer interests, data security and our daily operation.

There are over 17,000 substations of different voltage levels in service in our supply
area covering 80% of our population. They are connected by over 24,000 km of cables,
hanging securely in the air by overhead line towers or hidden underground. If these
cables were in a single line, they would easily link up North Pole to the South Pole.
Considerable maintenance work is required to keep them in good and safe operating
conditions. Safety is our utmost priority as most of these assets are in public areas close
to our customers.

There is no new generation plant built in this Plan. All our generation plants would be
assessed for their condition and planned for appropriate life extension. This will help
reduce pressure on tariff and allow us to make the best use of assets for our customers.
The generating fleet is 5 years older than the time the last Development Plan was
submitted and 90% of the units have now past the midpoint in terms of asset life.
Refurbishment of the generating units has to be undertaken to ensure that safety and
reliability can be maintained in the Plan period.

At the same time, improvement work will be carried out to improve the efficiency of
our plants, making the best use of our gas and bringing down fuel costs.

(c) Improving Environmental Performance

Improving environmental performance can be implemented on the supply side by
reducing emissions, and also on the demand side by conserving electricity consumption.

To reduce emissions, three of our gas turbines at our Black Point Power Station will be
upgraded to bring about improved emission performance. The upgrade work can also
improve the cycle efficiency and lead to saving in fuel. Longer run, it also reduces



maintenance costs and contributes to the long term reliability of the units. Other
measures to reduce emissions include converting our Castle Peak units to adopt the use
of ultra-low sulphur diesel (ULSD) to help mitigate sulphur oxide (SOx) emission and
to fulfill the latest statutory environmental requirements. To support Government’s
initiatives on road side air pollution, a small budget is provided for the implementation
of Electric Vehicle Charging Infrastructure to support and promote the use of Electric
Vehicles in Hong Kong.

On the demand side, an Automatic Demand Response system will be implemented - this
is a system where CLP can initiate a signal to those industrial and commercial
customers who have joined our scheme to reduce the amount of electricity they
consume during peak demand periods. This can reduce the electricity load at peak
demand periods, and defer capital investment in generation facilities, saving customers
the cost of new investment. Separately, a two-year pilot programme on smart meters
was launched in mid-2013 to a group of residential and small to medium sized business
customers to identify the benefits, costs, and challenges of implementing smart metering
in Hong Kong. The project allows customers to better manage their electricity
consumption by providing incentives and timely consumption information together with
usage advices. Initial results of the pilot programme are encouraging, and in this Plan
we will develop further this pilot programme. Furthermore, CLP will continue to run its
Energy Efficiency Exhibition Centre and “Eco Home” (an exhibition centre showcasing
the latest energy efficiency and conservation trend and products) to provide updated
information and technology support to our customers. The new Energy Efficiency Fund
set up following the Interim Review under the Scheme of Control Agreement also
demonstrates CLP’s commitment in this area to the community.

Tariffs

CLP’s tariff is made up of two major components:

(a) Basic Tariff to cover the cost of service to customers for facilities, investments and
operating costs necessary for the supply of power to meet customers’ demand and
the standard fuel cost for each unit of electricity generation, and

(b) Fuel Clause Charge which is either a surcharge or rebate to cover the difference
between the actual cost of fuel used for generating electricity and the standard fuel
cost collected through the Basic Tariff. According to the Scheme of Control



Agreement, the actual cost of fuel use for electricity generation is directly passed
through to customers. Such fuel costs are recovered from customers on an actual
basis.

The SCA also sets out the roles of two balancing funds — the Tariff Stabilisation Fund
(TSF) and the Fuel Clause Recovery Account (FCA), which are designed to act to
smooth out volatility in adjusting both the Basic Tariff and the Fuel Clause Charge.

Basic Tariff

The table below summarises the proposed Basic Tariff between 2014 — 2018 of the
Development Plan.

Average
Year 2013 2014 2015 2016 2017 2018 increase
Basic Tariff 1.8% p.a.
(¢/kWh) 84.2 88.4 87.2 88.4 90.0 921

In the past year, CLP has worked hard to freeze the Basic Tariff with subsidisation from
the Tariff Stabilization Fund (TSF). However, with the TSF depleting at the end of
2013, which serves its function well of reducing tariff pressure, the Basic Tariff has to
be increased to an appropriate level so as to cover the costs required and continue with
the investment needed. Basic Tariff in 2014 will be adjusted to 88.4 cents/unit. Details
can be found in Section 5 on 2014 Tariff Components and Changes below.

The Basic Tariff over 2014-2016 would be quite stable and is expected to experience no
increase, followed by a small increase in 2017 and 2018. The average Basic Tariff
increase from 2014 to 2018 will be at about 1.8% per annum.

To achieve such a competitive basic tariff rates over the years, CLP manages to contain
costs through optimizing our capital and operating expenses, increased automation,
implementing comprehensive procurement strategies, systematical introduction of best
practice and benchmarking with overseas utilities, and where appropriate adopting best
practices as well as extending the useful life of equipment and assets based on technical
assessment such that service levels are not compromised.



The Fuel Cost Challenge — Fuel Clause Charge

The table below summarises the projected Fuel Clause Charge (FCC) between 2014-
2018 covered by the 2014 Development Plan:

Year 2013 2014 2015 2016 2017 2018

FCC (¢/kWh) 22.4 22.4 36.7 45.3 52.6 56.4

Hong Kong has no indigenous energy sources and all its energy needs to be imported.
CLP has for many years adopted a balanced fuel mix comprising natural gas, coal and
nuclear import from Daya Bay, and this diversified portfolio provides reliable electricity
supply to Hong Kong whilst meeting ever-tightening environmental standards at a
reasonable cost.

In setting the emissions caps for 2015, the Government presented a paper to the
Legislative Council on 22 September 2010 which had already envisaged that both
power companies have to make the full use of their respective gas generating units, of
which CLP accounts for about 80% of the total local gas generation capacity. Based on
that, the total gas burn level will need to increase from 14,580 GWh to 20,490 GWh for
Hong Kong as a whole, which represents an increase of around 41%. This means that
CLP and its customers have to shoulder about 90% of the required increase in natural
gas generation in order to fulfill the emission requirement for the whole Hong Kong.
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To meet the new 2015 and 2017 emissions caps, which are significantly more stringent
than those applying now as shown in the following chart, CLP is required to change the
current fuel mix towards much more natural gas.
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This creates two separate challenges. First, gas consumption volume in 2015 will be
double that of 2014. This is because the principal alternative to burning coal is to burn
gas. The chart below illustrates the change in gas volume profile required in order to
meet our environmental obligations.
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o 2017 emissions
2015 emissions  cap applies
cap applies \[

WEP II and other gases
m Short Term South China Sea Gas

m Yacheng Gas

2011 2012 2013 2014 2015 2016 2017 2018

Secondly, CLP’s main supply for the last two decades has been the Yacheng Y13-1
field in the South China Sea off Hainan Island. This depleting reserve needs to be
replaced by new sources of supply. To replace our Yacheng Y13-1 supply, a new
supply from the West-to-East Pipeline project phase Il (WEP II) has been secured from



the Mainland, under the Government to Government Memorandum of Understanding
on energy cooperation signed in 2008. This gas is priced in line with the current
international market benchmarks, which is about three times the Yacheng gas price, a
gas contract which was signed 20 years ago when oil was only around US$20/barrel.
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To put these two forces into context, the chart below shows their impact respectively to
the Fuel Clause Charge (FCC). Increases in FCC as a result of the 2 tightened emission
caps in 2015 and 2017 are on average about HK¢ 14 per unit in the coming years while
that of gas price increases are about HK¢ 12 per unit. The tariff impact as a result of
emission is higher in early years, while the lower priced supply from Yacheng is still
available. When Yacheng runs down further, the tariff impact gets higher.
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We know that these rising costs and increased gas consumption, necessary to meet
emissions standards, will lead to higher tariffs for customers. To alleviate the impact of
the increased cost of fuel, CLP takes a variety of measures as far as practical, to ease the
burden on customers. In this Plan, we have included measures to minimize the



consumption of more expensive gas. For example, the implementation of the gas
turbine efficiency improvement project will mean that after the upgrade the same
amount of electricity can be generated with less gas. Furthermore, in 2012, we were
able to obtain a short term supply of gas from another field near Yacheng, which is less
expensive than the WEP 1l gas though still at a price higher than the original Yacheng
gas contract.

We will continue to offtake as much as we can from Yacheng in the coming years, so
that we can make the best use of the lower cost gas. In addition, we also work with the
Yacheng supplier trying to secure more gas over our contractual right. We will also
continue to maximize the use of environmental friendly coal, enhance the operational
performance of our generating units and improve our Respirable Suspended Particulate
(RSP) removal efficiency so as to reduce gas consumption, and to continue to search for
other potential alternative gas sources.

In the course of the Development Plan discussions, CLP and Government discussed the
feasibility of a small amount of additional import from Daya Bay in order to alleviate
tariff pressure due to increased gas consumption and gas prices. CLP is working on this
temporary, short-term energy import arrangement with the Daya Bay Nuclear Power
Station. Daya Bay has been serving Hong Kong safely and reliably for the past 20 years.
This arrangement requires no additional investment on new infrastructure, nor does it
require Daya Bay to increase new generation capacity.

FCA is designed to smoothen out tariff volatility. The heavy burden in fuel cost starting
2015 can be ameliorated if a proper scheme of FCA can be deployed. While there is
surplus in the FCA in 2013, it would allow us to make use of it to absorb the steep rise
in fuel cost in 2015 partially. We also plan to run down the FCA to a very high level of
deficit to further reduce the increase in FCC in 2015. With this arrangement, the FCC
charge can be brought down significantly in 2015.  This is only our projection of the
volatile fuel prices and we would try every effort to reduce fuel cost as much as we can
and avoid going to such a high level of deficit.

With all these measures, the FCC still faces significant increase pressure. Where
possible, therefore, the above measures will be stepped up to further contain the impact.

The table below summarises the projected net tariff within the Plan period.
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Year 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | Average

Total Tariff
(¢/kWh) 106.6 | 110.8 | 123.9 | 133.7 | 142.6 | 148.5
Increase 3.9% | 11.8% | 7.9% | 6.7% | 4.1% | 6.9% p.a.

For 2014, the Basic Tariff will be increased to 88.4 cents/unit, as explained earlier, and
the Fuel Clause Charge will remain unchanged at 22.4 cents/unit, giving a net tariff of
110.8 cents/unit, representing a 3.9% increase from 2013.

2014 Tariff Components and Changes

Basic Tariff

The Basic Tariff was last increased in January 2012 and remains frozen throughout
2013. Despite local inflation, leading to rises in operating costs, the projected average
increase per annum of CLP’s total non-fuel operating expenses over the two year period
2012-2014 is around 3.9%.

A combination of lower than expected local electricity sales from the cooler weather,
lower sales to Mainland China, continued cost pressures and investment to meet supply
reliability and customer demand has contributed to the rapid depletion of the remaining
funds in the Tariff Stabilisation Fund (TSF) balance, which is designed in the SCA to
accumulate to provide funds to ameliorate tariff increases. By the end of 2013, this is
forecast to contain just $8m. For these reasons, we will increase the Basic Tariff by an
average of 4.2 cents/kWh to 88.4 cents/lkWh with effect from 1 January 2014.

The following table gives a summary of the factors that affect the 2014 Basic Tariff and
their associated impact:

Average Net Fixed Assets

@) Investment to meet supply reliability and customer +1.1
demand
(b) Increase in operating expenses +2.0

11



(©
(d)

(€)

(f)

Including Depreciation, Government Rent & Rates,
Nuclear Purchase, Material & Services costs etc, many
of which are set through contract or accounting policies

Increase in local electricity sales

Decrease in sales to Mainland

Tariff Stabilisation Fund

Discontinue depletion of TSF due to insufficient
revenues to cover costs in 2014

Maintain the TSF balance below 1% of the annual total
revenue

Others
(Change in Interest and Taxation etc)

Basic Tariff Adjustment:

Fuel Clause Charge

CLP has worked hard to optimize the fuel cost while maintaining the safe and reliable
supply service to our customers. We managed to bring the deficit forecast of HK$
1billion of the Fuel Clause Recovery Account (FCA) to a surplus of HK$ 1.26 billion at
the end of 2013, for the first time since 2006. This is result of lower coal price, more
use of environmental coal, more gas supply from the depleting Yacheng gas supply and

efficiency of our generating units.

For 2014, we maintain the level of FCC at current level. Any surplus of the charge over
fuel costs would be credited to the FCA to prepare for the large surge in fuel gas

required to meet the statutory emissions requirement.

The following table gives a summary of the factors that affect the 2014 Basic Tariff and

their associated impact:

(@)
(b)

Increase in Fuel Price

Correction for the over-/under-recovery of fuel
cost in 2013
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+0.2

+2.5

+1.1

+4.2

+4.4



(c)  Change in the Fuel Clause Account balance +0.5

Fuel Clause Charge Adjustment: 0.0

Rent & Rates Rebate

CLP made a commitment in 2011 to return to customers any repayments made by
Government to CLP with respect to a claim of overcharging of rent and rates. CLP
completed the return on 16th October 2013 of all the interim refunds received from
Government by way of a special rebate at HK 2.1¢ /unit.

Overall Change

In summary, the overall 2014 tariff adjustment is an increase of 3.9%, below the current
level of inflation, as the following table shows.

Tariff Component (¢/kWh) 2013 Tariff Change 2014 Tariff
Average Basic Tariff 84.2 +4.2 88.4
Fuel Clause Charge 22.4 - 22.4
+4.2
Average Total Tariff 106.6 : 110.8
J (+3.9%)

Tariff Structure

CLP currently has four tariff classes: Domestic Tariff, General Service Tariff, Bulk
Tariff and the Large Power Tariff. Our long-standing policy is for our tariffs to reflect
the actual cost of supply to each tariff group of customers and therefore to avoid cross
subsidies. It is important to stress that tariff structure design has no effect on the profit
to CLP shareholders and on the adjustment to Average Net Tariff each year.

CLP continuously consults with its customers and other key stakeholders on the design
& operation of our tariffs. We consider a wide range of views, as well as international
best practice appropriate for Hong Kong conditions. We expect this process to continue
in 2014.
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In responding to changing circumstances and feedback from customer groups and others,
CLP has in the past amended the structure of its tariffs when the average tariff level is
adjusted annually. For example, in 1996 we introduced an inclining block structure for
domestic tariffs whereby higher consumption would be charged at a progressively
higher unit rate. This was to encourage the efficient use of energy and also the lower
blocks were used as a way of providing some protection for the smaller domestic
customers with lower household incomes. Inclining tariff structures for domestic
customers are now common in many modern cities world-wide.

In response to the Hong Kong community’s opinions that a stronger message for energy
saving is necessary, we have included in our 2014 Tariff Review a proposal to add a 7th
block to our Domestic Tariff starting from 2100 units per month to steepen the incline
of our tariff structure.

For the larger commercial customers in our Bulk Tariff and Large Power Tariff classes,
we do not propose any change to the tariff structure in 2013. These customers have
dedicated CLP Account Managers to provide specialist advice on better managing their
energy consumption. In addition, Time-of-Use (TOU) and Demand Charges schemes
are already provided to these customers for their active management of their usage and
demand for electricity.

Support for Customers in Managing Electricity Costs

CLP will increase the new Energy Saving Rebates introduced in 2013 for low-
consumption domestic & small business customers. These will continue apply to
consumption of not more than 400 units per bill, with the size of the rebate being
inversely linked to the size of the billed consumption level, to help reduce tariffs for this
group of customers and encourage energy saving.

Total consumption per bill Rebate level

1 to 200 kWh 13.8 cents per kWh
201 to 300 kWh 12.8 cents per kWh
301 to 400 kWh 11.8 cents per kWh
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Some 33% (or about 700,000 in number) of residential customer bills and 43% (or
about 133,000 in number) of small business customer bills are expected to qualify for
this rebate. Depending on their consumption, these customers will not see an increase in

2014 tariff and may enjoy savings in their electricity bills.

Domestic Customers

Customer per bill Tariff Impact Approximate%
(kWh) ($/month) (No. of customers)

0 — 400 No change or a 33%
reduction up to $2 (700,000)

Increase no more 37%

401 -834

than $20 (800,000)

Increase more than 30%
> 834 $20 ( 600,000)

Small Business Customers

Customer per bill

Tariff Impact

Approximate%

(kwh) ($/month) (No. of customers)
0 — 400 No change (13‘;?8/80)
oLt | Moseromoe | o
> 1,400 Increase$6[)r2130re than (9??’(())(?0)
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Conclusion

The Development Plan will meet the future needs of Hong Kong in a sustainable and
balanced manner, taking into account the energy trilemma.

Supply Reliability

The plan supports local infrastructure development and natural load growth. CLP will
continue to maintain the existing level of supply reliability. Through the Interim
Review under the SCA, CLP has pledged steps towards higher reliability and
operational performance levels.

Unplanned customer minutes lost per year
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- 16
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More Reliable Less Reliable

Environment

CLP has significantly reduced its emissions in the past years. Emissions were reduced

by a range from 81% to 86% since 1990 despite total electricity demand rose by over
81% during the same period. To
meet the emissions cap in 2015,

> ot tmssions - Toal CLP will have to further reduce
‘ " o e emission by 33%-64% from the
il ool 2010 levels. We are serious in our
S o efforts to reduce emissions and will

WX

Tot

continue to contribute to the
sustainable development of Hong
Kong.
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Tariffs

We have made tremendous efforts to contain tariff increase. The average Basic Tariff
increase within the Plan period is about 1.8% per annum. Fuel cost is a challenge which
we all will need to face in exchange for a better environment.

HK cents/unit 160 -

140 |

e e e e e e B

——— Net Basic Tariff
= Fuel Clause

et Total Tariff

o ——

T : : T T T . . T . . ]
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
.20 J

Our tariff is competitive when compared with other metropolitan cities, and CLP will
continue to explore further measures to mitigate tariff impact to customers to ensure the
competitiveness of our tariff rates.

HK$/ng Reasonable Tariff with World-class Reliability
$2.61
$2.30
$2.04
27 $1.74
$1.08
141 F=
CLP PowerISingaporel London .New York. Sydney I
Remarks:

Comparison based on average monthly domestic consumption of 275kWh
Tariff and exchange rate at November 2013

mm  C[ P 2014 tariff adjustment

Meeting the challenge of the “Energy Trilemma” will continue well beyond this Plan
and into the coming decades. CLP is confident that our Plan is the essential next step
to ensure that we continue to work together to meet the concerns of the Government and
the community at large.
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1.

Annex CLP-C

Fact Sheet (1)
CLP Energy Efficiency & Community Care Programmes

Introduction

CLP is committed to promoting energy efficiency and conservation (EE&C). We
believe the success of EE&C efforts require the concerted efforts of Hong Kong
community at large, and different initiatives have been launched to encourage our
residential and business customers to change their consumption habits and save
energy. In addition, we will also launch a series of community care programmes
to help the underprivileged to reduce energy consumption and improve living
standard.

Encourages Community’s Participation & Promotes Energy Efficiency

2.

CLP adopts a four-thronged approach in supporting residential and business
customers to save energy:

Educating the Public;

Providing customers with information and energy saving tips;

= Equipping customers with tools and technical support;

Helping with enablers to make greater energy efficiency possible.

Throughout the past year, CLP has continuously launched a wide variety of
public educational and promotional activities, introduced innovative energy
saving products and services to help our commercial and residential customers to
use energy wisely and save energy cost. The following diagram summarises
CLP’s energy saving initiatives:

Energy-Saving Support Energy-Saving Support
for Homes for Businesses

* “Let's Save Now For a Better » Energy Efficiency Exhibition Centre
Future” Campaign * Energy Efficiency and Conservation

* Electric Green Studio Workshops

* Energy Innovation Project »  GREENPYS Recognition Award
Competition
* Exhibitions & Promotion Information
» Green Enterprise Info Pack

Information #—— + Meter Online

* Energy use information on + Green Information Hub on
electricity bill CLP Online

* Green Home Starter Guide

* Green Information Hub
on CLP Online » GREEN™S Programme,

GREENPLUS Gallery and

e o Home GREENPYS Resort

« Eco Optimizer *  GREENP'YS Energy Billboard

* CLP Mobile App

® CLP Eco Ambassadors

*  Account Manager

+  Advanced Metering Infrastructure

. (AMI)
* Advanced Metering Infrastructure .
* Energy Efficiency Loan Scheme

(AMI)
* Eneray & Carbon Calculator on *  Energy Audit Services
CLP Online * Energy Calculator on CLP Online




Annex CLP-C

Energy Saving Support for Homes

4.

CLP organised a community-wide energy saving competition “Let’s Save Now
for a Better Future” in 2013 with the support of the Government and 14 District
Councils in the CLP supply area in Kowloon, New Territories and Lantau Island.
The competition attracted over 50,000 residential customers to participate. 35
energy saving talks were organised to further strengthen the message on energy
saving in the community.

Apart from the above large-scale public educational and promotional programme,
CLP continues to provide free information and advices on energy-efficient home
appliances at its one stop green living concept store, CLP Eco Home. Themed
exhibitions, talks and workshops are organised for the public to learn about the
latest green information, technology development and energy saving products.
Our Eco Ambassadors offer green tips to customers and deliver energy saving
talks for government departments or business organisations.

CLP further promotes energy efficiency and provides green information to
customers in all walks of lives. Examples include the online energy assessment
tool “Eco-Optimizer”, CLP Mobile Apps, Green Home Starter Guide, as well
as the useful energy information on electricity bills.

Energy Saving Support for Business

7.

10.

CLP continues to engage its business customers and leverage its power expertise
to provide them with tailored energy saving recommendations to enhance their
energy efficiency. Over 5,000 business customers have joined our “GREEN"-Y°
Programme” and become our energy saving partners. The programme provides
customised advices on energy saving and customers are able to achieve an
average of 10 to 20 percent savings annually if they adopt our recommendations.

In 2013, CLP organised the “GREEN-"® Recognition Award” for its second
year and attracted over 2,400 organisations to participate. Best green practices
and examples were shared with our business customers.

To cater for the needs of some industries, we organised our first Data Centre
and Green Building Symposiums to enhance the awareness on energy
efficiency and to provide a platform for these sectors to exchange their good
practices.

In the meantime, CLP provides innovative energy saving tools and enablers for
our business customers and offers them more comprehensive information on
energy usage, so that they can closely monitor their consumption. Examples
include the Meter Online Enhanced Service, the online energy benchmarking
tool “GREEN"-Y® Energy Billboard”, and Green Enterprise Info Pack, etc.
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Demand Side Management

11.

As part of our continuous efforts to drive a greener future, CLP is stepping up on
Demand Side Management measures. The 18-month pilot programme
“Advanced Metering Infrastructure” was launched in mid-2013. The pilot
programme will run till the third quarter of 2014, it offers timely consumption
data and incentives to empower customers to manage their own electricity usage.
Initial results of the pilot are encouraging.

New Programmes in 2014

12.

Looking ahead, CLP has pledged to strengthen its efforts to promote energy
efficiency in the coming year to all sectors in the community including the
elderly, underprivileged families, students and young people. A number of
community care projects are being lined up which aims to help the
underprivileged to reduce energy usage while improving their living standard. A
series of environmental education activities tailored for young people and kids
will also be launched to nurture our future green leaders.

Enerqy Efficiency Programmes

13.

14.

15.

16.

During the 2013 Interim Review of the Scheme of Control Agreement between
CLP and the government, CLP agreed to set up an Energy Efficiency Fund with
about HK$70 million over the next 4 years. Subsidies would be given to non-
commercial building owners to carry out improvement works to enhance the
energy efficiency of their buildings.

CLP will also reserve HK$10 million for a programme which the CLP volunteers
will deliver four kinds of energy efficient appliances including induction
cooker, a mini fridge, an electric fan and a LED light bulb to the underprivileged
families, single elderly, “multiple have-nots” people and residents of subdivided
flats. The programme seeks to improve their living conditions, while enable them
to get involved in energy saving. The funding of this programme will come from
our shareholders.

While through the “Green Volunteers for Seniors Programme”, CLP
volunteers will pay caring visits to the needy elderly, help distribute and install
6,000 LED light bulbs for them, so as to enhance their awareness on energy
saving and safety at home.

For environmental education in school, CLP plans to launch the Green School
Accreditation Programme in 2014, which aims to recognise the schools’ efforts
and achievements in adopting EE&C best practices and in educating the younger
generation on EE&C and sustainability practices. Activities provided under the
programme include EE&C talks, energy audit with students, renewable energy
audit with students and guided tours at CLP facilities. The accreditation criteria
will be decided by the EE&C Advisors and schools with outstanding
performances will be accredited as “Green Schools”.



17.
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A new interactive environmental education website, “Green Kids Portal”
specially designed for primary school students, will be launched in the third
quarter of 2014. Through some creative, fun online games and award
programmes, Kids can learn about smart use of energy and energy efficiency in an
active and happy way.

Community Care Programmes

18.

19.

In addition to helping the elderly and underprivileged families to save energy,
CLP also extends its care to the needy. Earlier on, CLP has partnered with the
Baptist Oi Kwan Social Service to set up the first “Hotmeal Canteen’ in Sham
Shui Po, providing nourishing, dietician-supervised hot meals to the needy in the
district at a very low price. It has served over 55,600 healthy meals since
launch. In 2014, CLP will partner with Po Leung Kuk to set up the second
“Hotmeal Canteen” in Kwai Tsing District to serve the people in need.

A new programme named “Sharing the Festive Joy” will be introduced next
year. Single elderly will be invited to attend a series of festive celebration meals
during Lunar Chinese New Year, Dragon Boat Festival, Mid-Autumn Festival,
Winter Solstice and Christmas, to share the festive joy with CLP volunteers.

Conclusion

20.

Through these energy saving initiatives and community care programmes, CLP
will join hands with our customers and all sectors of the society to create a
greener and more harmonious community.

End

Public Affairs Department
CLP Power
10 December 2013
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Fact Sheet (2)
Generating Capacity & Reserve Margin

CLP supplies electricity to 80% of Hong Kong’s population (approximately 5.8 million
people). Provision of sufficient and highly reliable electricity to meet customers’ needs
anytime and anywhere is the primary objective of CLP as the principal power supplier for
the city.

Unigue Nature of Electricity

Electricity cannot be efficiently stored and electricity demand from customers has to
be met at the time it is needed, and at all times by the amount of electricity supplied.
Any imbalance in supply and demand in a power system, even only for a fraction of
second, may lead to system instability or even large scale blackout.

Installed Generating Capacity

Installed generating capacity refers to the maximum amount of electricity a power
supplier is able to provide by all its power generating units and energy imported. The
amount of generating capacity required should be set at a level not only being able to
meet the maximum demand but also to include the reserve capacity required in case
of any loss of generating capacity due to planned maintenance and unforeseen
outages of generating units. At CLP, the installed generating capacity is 8,888MW.

Maximum Demand

The maximum demand is the highest aggregate electricity demand of all customers
that needs to be supplied at the same time. In Hong Kong, the maximum demand in
summer is higher than in winter and daytime is higher than night time. Maximum
demand (rather than electricity consumption, which is represented by electricity
demand over a period of time) is therefore one of the most important indicators for
planning the required installed generating capacity.

Reserve Capacity & Reserve Margin

Reserve capacity is necessary to cater for any loss of generating capacity due to faults
or planned maintenance and refurbishment. CLP sets the level of reserve margin by
making reference to the maximum electricity demand as one of the most important



indicators for planning and operation. This is in line with the practices adopted in the
electricity industry all over the world.

The level of reserve margin required is dependent on a number of factors including
the size of the power system and the reliability level required etc. The higher the
need for reliability in a small power system, the higher the percentage reserve margin
tends to be.

Hong Kong is one of most densely-populated cities in the world where people mostly
live or work in high-rise buildings, so supply reliability is of the utmost importance
for our safety, our society and our economy.

Typically, the reserve margin recommended by the International Energy Agency
(IEA) is 20% to 35%. CLP’s reserve margin in 2012 was 31%, while Singapore keeps
a margin of about 50%.
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Electricity Sales to the Mainland China

To optimise the utilisation of the reserve capacity, CLP makes use of spare capacity
and sells electricity to the Mainland China under the principle that customers in Hong
Kong will have priority and that the supply to the Mainland China is made on an
interruptible basis. In 2012, electricity sales to the Mainland China accounted for only
about 5% of CLP’s total sales.




e With Government’s endorsement for this arrangement since the 90’s, 80% of the
profit derived from electricity sales to the Mainland China goes to the Tariff
Stabilisation Fund and benefits local customers by relieving tariff pressure. From
2003 to 2012, HK$4.9 billion from the profit of the Mainland China sales has been
contributed to Tariff Stabilisation Fund and this is one of the key factors that has
enabled CLP to keep its current basic tariff at a competitive level.

Excessive Capacity

e CLP’s generating capacity and the reserve capacity required is under close scrutiny of
the Hong Kong Government, as well as the power company’s operational and
financial performance. As stipulated in the Scheme of Control Agreement, if the
installed generating capacity is found to be excessively higher than the required
capacity when a new generating unit is commissioned, penalties will be imposed on
the power company.

End

Public Affairs Department
CLP Power
10 December 2013
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Fact Sheet (3)
Timeline for CLP importing Natural Gas

DEVELOPMENT

CLP / Castle Peak Power Company Limited (CAPCO) and China National
Offshore Oil Corporation (CNOOC) signed a 20-year contract to bring in
natural gas from Yacheng gas field near Hainan Island.

Black Point Power Station officially fueled by the natural gas from Yacheng
via a subsea pipeline. The gas contract is due in 2016.

Based on assessment, CLP forecasted a less than expected reserve from the

Yacheng gas field thus diligent efforts were made to identify new gas

sources, including:

- studying the feasibility of building new infrastructure to import natural
gas from the Mainland China;

- studying the feasibility of constructing a Liquefied Natural Gas
Terminal in Hong Kong.

CLP submitted the Environmental Impact Assessment of the Liquefied
Natural Gas Terminal to the HKSAR Government, which subsequently was
approved by the Environment Protection Department.

A Memorandum of Understanding (MOU) on energy cooperation was
signed between the Hong Kong SAR Government and the Central
Government. Three new gas sources from the Mainland China to Hong
Kong were stipulated, namely:

- the Second West-East Gas Pipeline,

- anew Liquefied Natural Gas Terminal to be built in Shenzhen, and
- new gas supplies from the South China Sea.

To help mitigate Yacheng Y13-1 gas field’s depletion, CLP/CAPCO and
CNOOC signed a 5-year short term contract and started importing gas
supply from a small gas field (Y13-4) adjacent to the existing and depleting
Yacheng gas field.

Black Point Power Station started importing natural gas from the Second

West-East Gas Pipeline, while discussions on other new gas sources are still
in progress.

End

Public Affairs Department

CLP Power

10 December 2013





