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Panel on Economic Development

List of follow-up actions arising from the discussion
at the meeting on 16 December 2014

(@ given that CLP estimated that the fuel cost for 2015 would be rising to $15.45
billion while the global oil prices had fallen sharply in late 2014 —

()  the point of time when CLP made the above estimation; and
(i)  whether the company had over-estimated the rate of increase of the fuel
cost;
(b) the movement of Consumer Price Index (A), the coal price (globalCOAL index)
and the Japanese liquefied natural gas import price as at November 2014 vis-
a-vis January 2014.

Responses from CLP Power

(&) The total projected fuel cost of $15.45 billion for 2015 was our best estimation
made in October 2014 when the Tariff Review proposal was submitted to the
Government. All our projected fuel prices and consumption levels were then
reviewed by the Government.

CLP rarely uses oil to generate electricity therefore the drop in oil price would not
have a direct effect on our overall fuel costs. Although a portion of the natural
gas price is correlated, to an extent, with the oil price, the overall contract gas
price is in fact affected by a basket of factors including fixed costs such as
pipeline charges which would not be affected by oil price movement. Most
importantly, the increase in projected fuel costs for 2015 is mainly due to the
need to significantly increase gas consumption quantity as a result of the need to
comply with the tightened emission caps under the Air Pollution Control
Ordinance for CLP’s power stations, in addition to the need to consume higher-
priced gas supplies from West-East Gas Pipeline Il. It should also be noted that
the fuel cost for gas-fired generation is several times of that for coal-fired
generation.

If the recent downward trend of oil price persists, it is expected to relieve some
pressure of the increasing fuel expenses on natural gas. In such case, all
benefits from the reduced fuel costs would be passed back to our customers
through the Fuel Cost Adjustment mechanism.

(b) For the avoidance of doubt, it should be clarified that the fuel price volatility chart
in slide 10 of the CLP presentation displayed in the Economic Development
Panel meeting on 16 December 2014 includes price index data up to those
available as of October 2014, as indicated by the data line extending beyond and
to the right of, and does not stop at, the x-axis point marked “1/14”.



Consumer Price Japanese LNG

Index (A) globalCOAL Import Price*
Jan 2014 119.9 82.5 16.7
Feb 2014 120.8 77.3 16.8
Mar 2014 120.6 74.3 16.6
Apr 2014 121.3 73.4 16.8
May 2014 121.2 73.9 16.3
Jun 2014 121.2 71.9 16.1
Jul 2014 122.8 69.2 15.2
Aug 2014 115.2 69.5 15.7
Sep 2014 124.4 66.4 15.2
Oct 2014 126.9 64.3 15.4
Nov 2014 127.2 63.6 13.9

* World Bank, 2 Dec 2014
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CPI (A) (EERIRIBAE RS AR RE) HE 1 E*
201441 A 119.9 82.5 16.7
201442 H 120.8 77.3 16.8
2014 % 3 H 120.6 74.3 16.6
20144 4 H 121.3 73.4 16.8
2014 %5 H 121.2 73.9 16.3
20144 6 H 121.2 71.9 16.1
2014 %7 H 122.8 69.2 15.2
20144 8 H 115.2 69.5 15.7
201459 A 124.4 66.4 15.2
2014410 A 126.9 64.3 15.4
2014411 A 127.2 63.6 13.9
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