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2008 will remain long in people’s memories as a year of economic slowdown, uncertainty and loss of confi dence. The impact 

of the initial collapse of the U.S. mortgage market quickly spread into the wider fi nancial sector and then, inevitably, through 

into what is often referred to as the “real economy”. Worldwide, commentators have likened events to those of the Great 

Depression in 1929 and, here in Asia, the expression “Financial Tsunami” has had a particular resonance. That comparison and 

that description may have their weaknesses, but both convey the speed and scale with which events have occurred and the fear 

and uncertainty which they have created.

There will be few, if any, readers of this Annual Report who have not been affected in some way, directly or indirectly by these 

events – be it in terms of the value of their investments, the security of their employment, access to credit and, potentially, the 

availability and pricing of goods and services.

In this CEO’s review, I want to address, head on, the implications of the economic downturn so far on CLP. In the Risk 

Management Report, which is on page 109 of this Annual Report, I have asked our Chief Financial Offi cer to explain the 

disciplines, mechanisms and means that we are using to manage and mitigate the risks to CLP’s business going forward which 

may arise from continued volatile and diffi cult economic conditions.

Shareholder Returns
The durability of CLP’s earnings and the strength of our balance sheet has meant that shareholders’ interests have been 

safeguarded in challenging times. During 2008, CLP’s share price held fi rm, falling only 1%, whilst the Hang Seng Index 

fell 48%. This made CLP the best performing stock in the Hang Seng Index in 2008, refl ecting our status as an essentially 

defensive stock and the market perception of CLP as a sound business, managed on a prudent and long-term basis. In line 

with our commitment to provide shareholders with a substantial and stable dividend stream, we have been able to propose 

for shareholders’ approval in the forthcoming Annual General Meeting a fi nal dividend of HK$0.92 per share. If approved, this 

would mean that the total dividend per share for 2008 will have been maintained at the same level, in absolute terms, as those 

in the preceding 12 months.

A resilient business, 

positioned for growth.
Andrew Brandler

A resilient business, 

positioned for growth.
Andrew Brandler
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Earnings
CLP’s earnings for 2008 have stood up well to the challenges posed by the economic slowdown. Total earnings were HK$10,423 

million, compared to HK$10,608 million in the previous year, a decline of only 1.7%.
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In Hong Kong, our earnings were subject to the reduced 

permitted rate of return allowed under the new SoC 

Agreement as from 1 October 2008. Nonetheless, this 

business still delivered HK$7,549 million to the Group’s 

earnings, falling by only 0.5% from the previous year.

The Australia energy business, carried on by our wholly 

owned subsidiary TRUenergy, delivered higher earnings this 

year, at HK$604 million, compared to HK$227 million in 

2007. This refl ected high levels of power generation from 

Yallourn, improved electricity and gas sales as well as lower 

operating expenditure after the outsourcing of some of our 

customer services and a successful focus by TRUenergy on 

reducing its corporate overhead costs.

In India, GPEC provided steady earnings to the Group, 

contributing HK$320 million, compared to HK$409 million in 

2007 which included one-off gains. Our GPEC Power Station 

continued to operate at the same high level of availability. 

In the Chinese mainland, performance was affected by coal 

price increases not being fully compensated by two tariff 

adjustments in July and August, which made good only about 

35% of the additional fuel burden in 2008.

Operating earnings from our Southeast Asia activities, carried 

on through the OneEnergy joint venture with Mitsubishi 

Corporation, fell by HK$293 million compared to 2007. This 

was largely due to a lower contribution from Ho-Ping as a 

result of a number of factors, including higher coal prices and 

that CLP’s shareholding in Ho-Ping had been reduced from 

40% to 20%, as a consequence of the investment being 

injected into the OneEnergy joint venture in March 2007.

Further explanations on other earnings and one-off items are 

provided in the Financial Review.

Balance Sheet
CLP’s balance sheet remains strong and is a powerful resource 

to support the Group’s expansion in a turbulent economic 

climate. As at the end of 2008, our net debt to total capital 

ratio was 29.1%, which is a fairly low debt level in the 

global and regional utility sector. On the equity side, we have 

shareholders’ funds of HK$63 billion to help fi nance our 

investments. Total borrowings of the Group have reduced by 

HK$1.7 billion to HK$26.7 billion, largely as a result of lower 

Australian dollar and Indian Rupee exchange rates adopted 

to translate the foreign currency loan balances. Our low debt 

gearing level, sizeable equity base and prudent fi nancing 

management approach will help us weather the fi nancial 

market turmoil and support further business growth.

Financing
The impact of fi nancial market instability has been mitigated 

by CLP’s conservative management of its balance sheet, and 

the principles that we have long applied to our fi nancing 

needs, including the use of diversifi ed funding sources and 

spreading out the maturity profi le of borrowings in order to 
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reduce fi nancing and refi nancing risks. These are more fully 

described in our Risk Management Report.

Our robust balance sheet and careful approach to fi nancing 

have enabled us to complete a new funding and refi nancing 

programme for CLP Holdings, CLP Power Hong Kong and 

CAPCO of approximately HK$15 billion in 2008 without 

major diffi culties. In the Mainland, we were able to obtain 

good levels of non-recourse, project level RMB loans for 

our renewable investments, despite the austere lending 

environment. Although the credit crunch has made the 

fi nancing of our Jhajjar greenfi eld power station project in India 

tougher, we are confi dent that project fi nance will be obtained 

on terms which will be sustainable for this project.

Costs
The boom of recent years, particularly in Asia which has seen 

extraordinary levels of growth, had led to substantial increases 

in some of the costs which affect the electricity industry. 

The most striking example of this has been fuel costs, with 

coal prices rising by around 150% between mid-2007 and 

mid-2008 alone. Rises in other commodity prices, such as 

for iron and steel, coupled with the demand for power 

equipment to meet the surging demand for electricity in 

the developing countries of Asia have also contributed 

to substantial increases in engineering, procurement and 

construction costs for new electricity infrastructure.

Although it is still too early to be certain, the worldwide 

recession may restrain input cost increases, which power 

producers have had to bear in recent years. For example, since 

mid-2008 average coal prices have fallen signifi cantly (from 

US$180 to US$80 for Australian-sourced coal, for example) 

even if these remain above 2007 levels on average.

Climate Change
We have not yet seen clear evidence that the economic 

turmoil has affected governments’ determination to tackle 

climate change – in other words, that the downturn is 

materially changing the way in which policy decisions refl ect 

a balance between the environmental benefi ts of reducing 

greenhouse gas emissions and the economic costs of doing so.

In Australia, we have also seen the release of the Carbon 

Pollution Reduction Scheme (CPRS) White Paper setting out 

the framework for the Australian government’s proposed 

emissions trading regime. In the fi rst instance, the White 

Paper outlines transitional assistance for coal-fi red generators 

such as our Yallourn Power Station, to offset the economic 

impact of the CPRS on our substantial investment in 

Australia. The government’s recognition of the importance of 

maintaining the economic value and operating reliability of 

baseload coal-fi red generation is sensible, particularly given 

the recommendations from government advisers to ignore 

requests for such assistance for generators.

Q: The new SoC Agreement 
of lower permitted return 
of 9.99% will affect CLP’s 
investment decisions in the 
future plus the demand in 
emission performance of new 
generating plants. What is CLP 
going to do to maintain or 
improve the current standards, 
yet achieving the goals of 
supply reliability, fuel diversity, 
emission performance and 
competitive tariff to meet 
customers’ demands?

Mr. Larry Sze
CEO, Gilman Group

A: The new SoC provides a basis, in the short to medium 
term, for continued investment in our Hong Kong 
electricity business, including in emissions reduction 
equipment for our coal-fi red plant of Castle Peak. That 
investment is not made for its own sake, but is judged by 
us and, for that matter, the Hong Kong Government as 
our regulator, on its contribution to achieving the goals 
you mention.

  This Annual Report describes some of the work we 
undertook in 2008 and our plans for the coming years to 
continue to improve our performance. Looking beyond, 
the challenge for Government, if it wishes to make 
changes to the electricity sector after the current SoC, 
is to create a framework which continues to meet these 
goals. That means a regime which allows and encourages 
large-scale, long-term and targeted investment by 
CLP’s shareholders. The development of government 
policy will need to include explaining to the public the 
consequences and trade-offs of various options. For 
example, cheaper tariffs might be achievable at the cost 
of supply reliability, whilst environmental improvement 
may come at an additional cost to customers. We’ll be 
contributing actively to the public debate on these issues.

Andrew Brandler
Chief Executive Offi cer
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Investment Opportunities
It might be thought that the current economic climate would 

present greater opportunities for CLP to capture greenfi eld 

projects or acquire existing assets on more favourable terms 

than those available during the exuberance of recent years.

I fi rmly believe that this will be the case once the full effect of 

the fi nancial crisis has fl owed through. However, we have not 

yet seen an adjustment in private asset prices that fully refl ects 

changes in the underlying risk / reward profi le and the falls 

in public equity markets. In part, this is because competitors 

for investments, notably “national champions” with particular 

interests or advantages in any given market, have remained 

active in their pursuit of growth opportunities. In part, it is 

also because project proponents or asset sellers have not yet 

adjusted their expectations downwards in line with a less 

favourable economic environment. To date, CLP has seen limited 

scope for “bargain hunting”, at least as concerns investments of 

the quality which we believe our shareholders would wish us 

to pursue. This may change in the coming months.

One exception to this overall picture may be clean technology. 

Until recently, this sector was characterised by considerable 

“froth” with a boom in the pricing of clean technology stocks 

which was reminiscent of the phenomenon of internet and 

telecommunication shares in the early 2000s. In 2008 the 

picture changed, including as a result of falling oil prices 

(clean technology being an alternative to conventional energy 

sources and applications), restricted access to credit and lower 

capital availability. The S&P Global Clean Energy Index fell by 

60% in 2008. This market adjustment may provide openings 

for CLP to broaden its participation in emerging clean power 

technology at more realistic valuations.

Capital Constraints and Investment Approach
The power industry demands substantial capital investment, 

mostly made on a long-term basis against a changing 

regulatory and market framework. Current economic 

conditions have meant that, whilst CLP continues to seek 

growth opportunities, we must recognise that capital is 

constrained. In the past, CLP’s growth was rightly disciplined 

by the absence of investment opportunities which met our 

investment criteria. During 2008 the position has evolved, 

in that capital constraints may be an additional brake on the 

pace of new investment, even if CLP has kept the fi repower to 

invest for business growth, especially in assets or investments 

which add value to markets, facilities or relationships in which 

CLP is already present.

In this Review I have described a business which has 

proved resilient to the current fi nancial turmoil. The Risk 

Management Report explains how we will continue to 

manage the risks which affect a company such as CLP and 

seek to avoid or minimise their adverse impact. Whilst our 

business model has proved to be robust, it is important that 

we continue to review and revise this in the light of experience 

and industry developments. Our fundamental strategy of 

focussing only on the energy sector, principally electricity, and 

doing so only in the Asia-Pacifi c region remains unchanged. 

The policy of diversifi cation across different markets, moving 

beyond our Hong Kong base, helps creates new earnings 

sources. It also eases reliance on the Hong Kong electricity 

business which is vulnerable to regulatory change, as 

demonstrated by the signifi cant cut in shareholder returns 

made by the Hong Kong Government in the new SoC.

The electricity sector is increasingly volatile and dynamic. The 

rapid emergence of carbon regulation in Australia within 

the past 18 months is an example of how quickly events can 

move. Until now, our approach to overseas investments has 

been characterised by a desire to build meaningful businesses, 

that is to say a substantial presence, in selected markets. 

Moving forward, I see CLP becoming more fl exible, even 

opportunistic, in the conduct of our non-Hong Kong activities. 

This will include a more proactive approach to “harvesting” 

or realising value from those investments, such as through 

local listings, portfolio offerings and selective asset sales. 

Although we will not become a “trader” of our asset portfolio, 

we will move on from a tendency to regard each and every 

investment we make as a holding to be kept for many years 

ahead, come what may.

The past few months have not been easy. The prudent 

business strategy we have pursued in recent years, including a 

disciplined approach to investments and the maintenance of 

a conservative capital structure, has meant that CLP has been 

well positioned to weather the economic storm, even though 

its impact cannot yet be fully assessed. I am confi dent that 

CLP is not only able to ride out the storm, but also ready to 

capture the opportunities that the power sector in the Asia-

Pacifi c region will offer in the coming years.

Andrew Brandler

Hong Kong, 26 February 2009



Note (1):  The 1,194 equity MW attributed to CLP, through its 27% equity interest in CSEC Guohua, takes into account that CSEC Guohua
 holds varying equity interests in the generating assets included in the 7,620 gross MW.

3 CSEC Guohua International Power Company Limited (CSEC Guohua) 7,620 / 1,194MW(1)

CSEC Guohua holds interests in five coal-fired power stations:

北京) (100% interest / 400MW capacity)
天津) (65% / 1,000MW)

河北省) (55% / 1,300MW)
遼寧省) (50% / 3,600MW)

內蒙古自治區) (65% / 1,320MW)

4 CLP Guohua Shenmu Power Company Limited (Shenmu) 200 / 98MW
Shenmu owns and operates Shenmu Power Station (200MW) in Shaanxi Province (陝西省)

6 Shandong Zhonghua Power Company, Ltd. (SZPC) 3,060 / 900MW

in Shandong Province (山東省)

10 HNEEP-CLP Changdao Wind Power Co., Ltd. (Changdao Wind) 27 / 12MW
煙台市)

9 Dali Yang_er Hydropower Development Co., Ltd. (Yang_er Hydro) 50 / 50MW
漾濞縣 大理市 unnan Province (雲南省

11 HNNE-CLP Weihai Wind Power Company Limited (Weihai Wind) 69 / 31MW

12 Huaneng Shantou Wind Power Company Limited (Nanao II Wind) 45 / 11MW
南澳島  (汕頭), Guangdong Province, serving Shantou City

5 Guizhou CLP Power Company Limited (Guizhou CLP Power) 600 / 420MW
貴州省

provincial power grid and, indirectly, to Guangdong Province

8 Huaiji Hydropower Stations (Huaiji Hydro) 125 / 106MW
12 懷集縣) and Guangning County (廣寧縣), Guangdong Province

15 CLP Huanyu (Shandong) Biomass Heat and Power Company Limited (Boxing Biomass) Equivalent of 14 / 11MW

County (博興縣 濱州市

13 Sinohydro CLP Wind Power Company Limited (Changling II Wind) 50 / 22MW
長嶺縣 松原市

14 Huadian Laizhou Wind Power Company Limited (Laizhou Wind) 41 / 18MW
萊州市

16 CLP Yangjiang Hailing Island Wind Power Company Limited (Hailing Island Wind) 22 / 22MW
海陵島 陽江市

CLP Sichuan (Jiangbian) Power Company Limited (Jiangbian Hydro) 330 / 215MW
四川省

17

1 Guangdong Nuclear Power Joint Venture Company, Limited (GNPJVC) 1,968 / 492MW
大亞灣). GNPS is equipped with 

廣東省)

Chinese Mainland   / Equity MW

Equity Interest

7 CLP Guangxi Fangchenggang Power Company Limited (Fangchenggang) 1,260 / 882MW
防城港), Guangxi (廣西)

14

Assets / Investments as at 31 December 2008

25%

27%

49%

2 Hong Kong Pumped Storage Development Company, Limited (PSDC) 1,200 / 600MW
49%

29.4%

84.9%

100%

45%

45%

25%

45%

45%

100%

79%

65%

70%

70%
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Assets in which CLP has no majority shareholding and / or operational control
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HPC

Jiangbian

9Yang_er

Shenmu

5Guizhou CLP Power

PSDC

Huaiji
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China

Hailing Island 
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GPEC

Jhajjar

18 Samana

19 Saundatti

India

SZPC

Taiwan

Thailand

15Boxing
11

Wind power

Hydro power

Solar power

Biomass power

Geothermal power

10 Changdao

Lantau Island

India   / Equity MW

19 CLP Wind Farms (India) Private Limited (CLP Wind Farms) 133 / 133MW
 Samana Saundatti

20 Jhajjar Power Limited (Jhajjar) 1,320 / 1,320MW
Jhajjar

18 Gujarat Paguthan Energy Corporation Private Limited (GPEC) 705 / 705MW

(Samana Phase I

Equity Interest

15

More than 18,000 equity MW, 8 different fuels,...

100%

100%

100%



24 CLP Power Hong Kong Limited (CLP Power Hong Kong)(4)

CLP Power Hong Kong owns and operates the transmission and distribution system which includes:

• 554 km of 400kV lines, 1,386 km of 132kV lines, 62 km of 33kV lines and 11,240 km of 11kV lines
• 57,187 MVA transformers and 214 primary and 12,914 secondary substations in operation

25 Castle Peak Power Company Limited (CAPCO)(4), 6,908MW of installed generating capacity 
CAPCO owns and CLP Power Hong Kong operates:

Black Point Power Station (2,500MW)
• One of the world’s largest gas-fired power stations comprising eight combined-cycle turbines of 312.5MW each

Castle Peak Power Station (4,108MW)
• Comprising four coal-fired units of 350MW each and another four units of 677MW each
• Two of the 677MW units are capable of burning gas as backup fuel. All units can burn oil as a backup fuel

Penny’s Bay Power Station (300MW)
• Three diesel-fired gas turbine units of 100MW each

Note (4):  CLP Power Hong Kong purchases its power from CAPCO, PSDC and Guangdong Daya Bay Nuclear Power Station. These sources of power 
 amount to a total capacity of 8,888MW available to serve the Hong Kong market.

Hong Kong  Investments

Australia  Investments Gross / Equity MW

Note (2): The 796 equity MW attributed to CLP, through its 50% equity interest in OneEnergy and its 1.3% direct interest in EGCO, takes into account that 
                 OneEnergy indirectly holds varying equity interests in the generating assets included in the 8,586 gross MW. 

Southeast Asia and Taiwan  Investments Gross / Equity MW

21 OneEnergy Limited (OneEnergy) 8,586 / 796MW(2) 
A 50:50 strategic joint venture with Mitsubishi Corporation of Japan, which currently owns:

(a) 22.4% interest in Electricity Generating Public Company Limited (EGCO) in Thailand (CLP also has a 1.3% direct interest in 
EGCO). EGCO owns:

• REGCO and KEGCO gas-fired combined-cycle power stations in Thailand (2,056MW) which it also operates
• 50% interest in the operating 1,434MW BLCP coal-fired power station in Thailand 
• 50% interest in the operating 1,510MW Kaeng Khoi 2 combined-cycle gas turbine power station in Thailand 
• 25% interest in the 1,087MW Nam Theun 2 hydro project under construction in Laos
• 23.4% interest in the 503MW Quezon Power coal-fired power station in The Philippines
• 322MW out of a total of 676MW in a portfolio of small power projects in Thailand and The Philippines

(b)  40% interest in Ho-Ping Power Company (HPC). HPC owns the 1,320MW coal-fired Ho-Ping Power Station in Taiwan. 
Operation is by a separate joint venture, with the same shareholdings, and OneEnergy management leadership

22 TRUenergy 3,046 / 3,046MW 
TRUenergy is an integrated generation and retail electricity and gas business in Victoria, South Australia (SA), New South Wales (NSW), 
Queensland, Tasmania and the Australian Capital Territory, comprising:

• 1,480MW coal-fired Yallourn Power Station and brown coal mine in Victoria
• 180MW gas-fired Hallett Power Station in SA
• Ecogen long-term hedge agreement that allows TRUenergy to purchase up to 966MW gas-fired capacity
• 420MW gas-fired Tallawarra Power Station in NSW, currently under construction
• 12 petajoule Iona Gas Storage facility in Victoria
• Various long-term gas supply contracts
• 1.29 million business and residential electricity and gas customer accounts
• 20% stake in Solar Systems, a developer of concentrated photovoltaic solar technology
• Project agreement for 154MW solar power station in northern Victoria
• 30% stake in Petratherm Paralana geothermal project
• 5.14% equity stake in Eastern Star Gas
• Direct investment in Upstream Gas Tenements in Queensland

Note (3):  The 233 equity MW attributed to CLP, through its 50% equity interest in Roaring 40s, takes into account varying equity interests held by Roaring 40s in the  
 generating assets included in the 753 gross MW.

CLP Holdings 2008 Annual Report 

...over 50 assets and investments – One Group
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Equity Interest

50%

Equity Interest

100%

50%

100%

40%

23 Roaring 40s Renewable Energy Pty Ltd (Roaring 40s) 753 / 233MW(3)

Roaring 40s is a 50:50 joint venture partnership with Hydro Tasmania and owns: 

• 100% of the 65MW Woolnorth Bluff Point and 75MW Studland Bay wind farms in Tasmania 
• 50% interest in the 66MW Cathedral Rocks wind farm in SA
• 49% interest in three wind farm projects in Jilin Province (吉林省), China, with an aggregate generating capacity of 
 around 148MW; of which the 49.3MW Datang Shuangliao and 49.5MW Datang Datong wind farms are in operation
• 49% interest in seven wind farm projects in Shandong Province, China, with an aggregate generating 
 capacity of around 349MW; of which the 49MW Guohua Rongcheng wind farm is in operation
• 100% of the 50.4MW Khandke wind farm in Maharashtra, India; of which 36MW is in operation

Equity Interest
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The CLP Group’s Structure & Partnerships

CLP Holdings

Hong Kong Chinese Mainland IndiaAustralia

CLP 
100%

CLP
100%

CLP 
100%

Solar Systems

CAPCO

TRUenergy GPEC

CLP 
100%

Jhajjar

CLP 
100%

CLP Wind Farms

CLP Power Hong Kong

Southeast Asia and Taiwan

OneEnergy

Roaring 40s

CLP  40%

ExxonMobil Energy Ltd. 60%

CLP  50%

Hydro Tasmania 50%

CLP  20%

Private Shareholders 80%

Fangchenggang

Nanao II Wind

Hailing Island Wind

CLP
100%

Yang_er Hydro

CLP
100%

Laizhou WindPSDC

CLP  49%

ExxonMobil Energy Ltd. 51%

CSEC Guohua

CLP  27%

China Shenhua Energy 73%

Changdao Wind

CLP  45%

China Huaneng Group 55%

Weihai Wind

CLP  45%

China Huaneng Group 55%

Jiangbian Hydro

CLP  65%

Sichuan Basic Power Co. Ltd. 35%

Shenmu

CLP  49%

China Shenhua Energy 51%

GNPJVC

CLP  25%

Guangdong Nuclear 75%
Investment Co., Ltd.

Changling II Wind

CLP  45%

Sinohydro New Energy 55%
Co., Ltd.

Guizhou CLP Power

CLP  70%

China Huadian Corp. 18%

Guizhou Development 12%
& Investment Co., Ltd.

EGCO

CLP  1.3%

OneEnergy 22.4%

Other Shareholders 76.3%

CLP  25%

China Huaneng Group 50%

Guangdong Electric 25%
Power Development
Co., Ltd.

CLP  70%

Guangxi Water & Power 30%
Engineering (Group)
Co., Ltd.

Huaiji

CLP  84.9%

Huaiji County Huilian 15.1%
Hydro-electric (Group)
Co. Ltd.

CLP  45%

Huadian Power 55%
International
Corporation Limited

Boxing Biomass

CLP  79%

Shandong Boxing 21%
County Huanyu
Paper Co. Ltd.

SZPC

CLP  29.4%

China Guodian 36.6%
Corporation

Shandong International 14.4%
Trust Corporation

EDF International S.A. 19.6%

CLP  50%

Mitsubishi Corporation 50%
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