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Mr Eric Johnson, Principal Assistant Secretary (Economic Services) (PAS(ES)B):

Mr Chairman, | think that the LegCo Brief in question was in fact to do with
approval in principle for the reservation of the Black Point site, with a view to later
construction of the power station if it was approved. Therefore, | think that it probably
wasn't the purpose of that paper to go into this kind of great detail.

Chairman:

Mr Johnson, | think Mr LAU has cited two occasions. Of course, one is what
happened, | believe, in the Economic Services Panel, where your reply is probably more
appropriate.  Certainly, the second question was relating to a motion debate on
13 November. That was a direct question on the capacity and the franchise. It is a much
wider question under discussion then and that is contained in paragraph 4.9 of the research
paper of the LegCo Secretariat.
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customers had to bear additional costs amounting to $3,387 million, representing about 3%
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Mrs Annette Hobhouse, Commercial Manager, CLP Power Hong Kong Limited
(CM, CLP):

First of all, | have only just received the information.  So, yes, | would like time
to look at the Director of Audit's assumptions that he has put into the paper. | would like
to make a few points though, perhaps more general points. Basically, we carried out the
most professional forecast that we felt we could do in 1992. | think when I presented last
time at this meeting, | showed the manufacturing sector had a quadratic type of function,
which we could not have predicted using any professional forecasting techniques. | know
we have had much debate about that this morning, and | know that we have said we will
provide further information regarding our assessment of the situation at that time.

In hindsight, you can look back on this and you can say that there was an adverse
variance. But, if you look at most of the charts in the report that we were presented with
earlier, if you look at the situation in 1991 and the historical information we had at that time,
I think it was a fair and professional assessment we came up with.
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In terms of what has happened since, | believe that CLP has acted very much as a
responsible company. In 1994 we deferred units 6, 7 and 8, in response to a reduction in
our forecast. In 1997 we further deferred units 7 and 8, again in an adjustment to our
forward forecast. We have taken extraordinary steps to reduce our costs, far in excess of
most service providers, in my belief. We have taken extraordinary steps to reduce our
costs and improve our efficiency. In the current financial plan period, we have reduced
our core operating expenditure by over $5 billion, and our capital expenditure by $14 billion
throughout that period. That is a reduction in both of those figures by 24 per cent. As a
result of that, we have managed our tariff levels such that, basically, on average, tariff is
actually the lowest in Hong Kong at the moment.

I would also like to add a further point that, | think, should be made. The
development of Black Point power station has enabled us or did enable us to secure a supply
of natural gas. Natural gas is a clean fuel and is beneficial to, | believe, all the people in
Hong Kong. We have seen, since the commissioning of the Black Point power station,
significant reductions in emission levels of CO2 and sulphur dioxide as well.

I contend that, not only have we been responsible as a company in seeing that our
forecast was at variance with the actual demand and made a series of initiatives to try to
adjust that and relieve any pressure on the tariff, but | would also like to press as well the
need to continue with that point to some extent that it also rested on us being able to secure
the supply of natural gas to Hong Kong, which I actually believe is going to be beneficial,
not only in the power industry, but possibly for alternative uses throughout Hong Kong.
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CM, CLP:

We have already in our financial plan submitted future forecasts to ESB for their
review. In terms of the public release of that information, we do have some concern
because it is commercially sensitive in the fact that it really determines and would have an
Impact on our share price in the future or the market's view in terms of our share price. We
would have some difficulty in actually releasing that type of information into the public
domain. But, we have already provided in our financial plan those forecasts and given
ESB a presentation on our forecasting methodology.
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