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The global economic slowdown will inevitably affect consumer behaviour, corporate profi tability and the labour market in Hong 

Kong. Notwithstanding the support of the Central People’s Government and the Hong Kong SAR Government’s aim to boost the 

local economy through the launch of 10 major infrastructure projects, the local economic outlook is not encouraging over the 

near term. Business contraction will eventually, and inevitably, lead to slower growth in electricity sales, perhaps even to a decline 

in the coming months.

In the longer term, Hong Kong’s economic growth is predicted to be moderate and in line with that of the advanced economies. 

Electricity sales growth in the coming decade may remain low at slightly less than 2% per annum, given that Hong Kong’s 

transformation to a developed, service-based economy means that electricity demand growth is no longer closely aligned with 

underlying economic growth.

Under the 11th 5-year Plan, Guangdong Province has planned a sizeable amount of new generating capacity by 2010 as well as 

the transfer of more power from the western provinces. The supply and demand balance is likely to improve in the near future. 

Consequently, demand from Guangdong for electricity from CLP may reduce over the medium term.

Although the new SoC Agreement took effect on 1 October 2008, the development of the local electricity market, after the end 

of its initial 10-year term, remains uncertain. CLP will engage actively with the public on the development of a long-term policy 

for the power sector.

At present, CLP faces competition from other fuels, such as town gas, liquefi ed petroleum gas and diesel which can be used 

in end-use applications in homes, businesses and other facilities. Competition with other energy providers for commercial 

customers remains keen.

The signing of the energy and fuel supply MOU between the Central People’s Government and the HKSAR Government marked 

an important policy change, which is discussed further in the Chairman’s Statement to this Annual Report.

Ongoing concern about poor air quality in Hong Kong continues to drive tightening regulation of emissions from our power 

stations. Government is reviewing the Hong Kong Air Quality Objectives (AQOs) with a view to devising a long-term plan to 

meet World Health Organisation standards. The new AQOs and a long-term strategy on air quality management are expected to 

be fi nalised in 2009. Statutory emission caps have already been established for our power plants in 2010 and CLP is working to 

meet these. Further lowering of these caps will need to take into account the practicality of doing so, including technical, cost 

and supply reliability implications.

CLP’s strategy for our Hong Kong electricity business is as follows:

Pursue expeditiously the energy supply options contemplated by the MOU;• 

Careful management of fuel procurement to minimise costs and resulting tariff pressure;• 

Strong overall control of costs to minimise impact on tariff and the risk of lower electricity sales;• 

Continued fi nancial prudence in all aspects of our business;• 

Active and informed contribution to the evolution of policy and environmental regulations regarding Hong Kong’s electricity • 

industry;

Strengthened relationship management locally and in the Mainland, particularly in Guangdong and Beijing, in line with the • 

growing integration of Hong Kong with neighbouring Guangdong Province and with the Mainland as a whole; and

Ongoing operating excellence, characterised by world-class supply reliability, a strong safety record, excellence in • 

environmental performance and enhanced customer service.

Hong Kong

Business Environment and Strategy
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Throughout 2008, we worked hard on:

meeting Hong Kong’s electricity demand in a reliable, cost-effi cient and environmentally responsible manner;• 

moving forward with the capital investment required to maintain the quality of Hong Kong’s electricity infrastructure; and• 

delivering earnings to the CLP Group.• 

The Chairman’s Statement discusses the implications of the new SoC, which came into effect on 1 October 2008, and of the 

MOU between the Central People’s Government and the Hong Kong SAR Government on the continued supply of nuclear 

energy and natural gas to Hong Kong.

Meeting the Demand for Electricity

How did we do in 

2008

        Sales  

   2008    Increase /   Average annual 

  Number  Electricity  (Decrease)  sales change

  of customers  sales  over 2007  over 2004-2008

Sector (‘000)  (GWh)   (%)    (%)   Notes to 2008 performance

Residential  1,989 7,890 2.2  1.9  Colder weather experienced in winter and

       warmer weather in autumn

Commercial  183 12,312 1.4  2.8  Moderate economic growth

Infrastructure and  92 7,661 (0.2 ) 1.0  Growth offset by energy effi ciency and   

public services       conservation efforts

Manufacturing 27 2,202 (8.9 ) (5.1 ) Reduction in sales, particularly in the   

       textile, clothing and electronics sectors

Total local sales 2,291 30,065 0.3  1.4  

Export sales – 3,552 (12.0 ) 3.4  Declining electricity demand from Guangdong

Total Sales 2,291 33,617 (1.1 ) 1.6

Overall, the demand for electricity from our Hong Kong customers increased slightly, compared to 2007.

Sales by CLP to the Chinese mainland fell by 12% compared to 2007 levels, due to the increased power supply into Guangdong 

from other provinces. CLP’s total sales volume in 2008, including sales to the Mainland, was 1.1% below that achieved in 2007.

Whilst overall local sales increased only slightly, a new local maximum demand of 6,749MW was recorded on 22 September 

2008. This exceeded the previous historic peak by 4.2%. As a result, CLP’s reserve margin (the extent to which total generating 

capacity, assuming it were all available at the same time, is higher than the highest historic demand for electricity) fell to 31.7% 

for Hong Kong and 6.9% for the system as a whole, taking into account the demand from Guangdong.
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Linesman working on 400kV overhead lines

Meeting the demand for electricity and satisfying our customers’ expectation that adequate and reliable power supply is available 

at all times, demands high standards in the operation of our generating plant. These standards were achieved in 2008.

Black Point Power Station 2,500 10,088.3 8,271.0 88.1 93.3 33,683.2 27,825.8

Castle Peak Power Station 4,108 15,633.1 18,426.7 84.4 87.6 41,916.0 45,883.2

Penny’s Bay Power Station*  300 0.6 0.2 99.5 99.9 18.0 11.2

Station Rating Generation** Availability Operating

 (MW)  (GWh) (%)  Hours

  2008 2007 2008 2007 2008 2007

During 2008 we continued to apply strict control disciplines and to pursue effi ciency improvements. For example, we launched 

a “Process Simplifi cation Project” to review our operational processes. So far, more than 15 improvement projects have been 

completed, leading to signifi cant savings. In our network business, we use electrical equipment with a minimum total life cycle 

cost. We analyse the total cost to customers of particular equipment over its projected working life – including capital, operating 

and maintenance costs, and select equipment which has the lowest total costs. We are increasing the application of on-line 

monitoring technology. This allows us to assess the condition of equipment on a continuous basis, ensuring that maintenance 

work can be carried out at the right time – striking the best balance between using the equipment to its maximum capability 

and minimising disruption due to equipment failure. In addition, on refurbishment projects, such as those on our transmission 

overhead line system and gas insulated switchgear, we are fi nding ways to extend asset life.

Fuel is a major element in electricity costs, representing one-third of the total cost of supplying electricity to our customers. 

About 40% of CLP’s power generation comes from coal, which was subject to unprecedented price increases from mid-2006 to 

mid-2008. In managing coal costs, whilst ensuring adequate and timely coal deliveries, CLP faces an additional challenge in that, 

for environmental reasons, high quality sub-bituminous coal accounts for the majority of CLP’s total coal consumption. Supplies 

of this coal remain tight, due to growing worldwide recognition of its superior environmental performance.

* Penny’s Bay Power Station is used for peaking capacity and black start capability.

** Purchase of nuclear electricity from Daya Bay is not refl ected in these fi gures.
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We are applying a number of strategies to better manage our coal supply and price risk. These include strengthening long-term 

relationships with key suppliers and securing base supply volume from them, adopting different pricing mechanisms to mitigate 

market exposure and help stabilise fuel costs, as well as maintaining the greatest possible fl exibility in both coal quality and 

quantities to accommodate fl uctuations in electricity demand.

The use of ultra-low sulphur coals and the increased fl exibility of our gas supply have helped to reduce the emissions from 

our power stations, in line with our ongoing commitment to the responsible environmental management of our business. 

Total emissions in 2008 were below the Hong Kong Government’s emission caps and we achieved 100% compliance with 

environmental licence requirements. Our emissions control project at Castle Peak “B” Power Station continues at full pace. 

Presently around 1,500 staff and contractors are engaged on site, working to a very tight schedule, whilst ensuring that 

generating plant remains available to meet electricity demand. The project involves several plant improvements, including 

refurbishment of coal burners and the installation of fl ue gas desulphurisation and nitrogen oxide reduction equipment. On 

completion in 2011, this project will lead to substantial reductions in emissions of sulphur dioxide and nitrogen oxide for each 

unit of electricity generated at Castle Peak “B”.

Capital Investment
Ongoing investment in our electricity infrastructure is essential, if we are to continue to meet Hong Kong’s electricity demand in 

the years ahead and to do so in a manner which is reliable, cost-effective and environmentally sound. During 2008, we invested 

HK$7.7 billion in our generating facilities, transmission and distribution network, customer services and other supporting 

facilities. In addition to the Castle Peak emissions control project, some of our major projects included commissioning two of 

the largest naturally-cooled 400kV series reactors in the world on our Black Point to Castle Peak circuit, in order to improve 

fault prevention. We have increased the use of cable tunnels and trenchless construction, so as to strengthen electricity 

transmission, whilst minimising disturbance to the public during construction works. The expansion of our 132kV substation 

network provided supply to new commercial and residential developments, as well as enhancing supply fl exibility and 

maintaining reliability.

Earnings
Our Hong Kong electricity business contributed HK$7,549 million to the Group’s total earnings in 2008, compared to last year’s 

HK$7,589 million. These earnings were determined in accordance with the provisions of the SoC. The decrease mainly resulted 

from the reduction in the rate of permitted return to 9.99% effective 1 October 2008 under the new SoC. This was partly offset 

by the increase in the average net fi xed assets, as well as lower interest costs on borrowed capital and the Development Fund 

(which has become the Tariff Stabilisation Fund under the new SoC).

7,000 7,100 7,200 7,300 7,400 7,500 7,600

2008 Earnings 

Others

Interest borne by shareholders

Decrease in permitted return

2007 Earnings 

7,549

+204

+63

-307

7,589

0

Hong Kong Earnings (HK$M)
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All the elements of our action plan for 2009 refl ect our ongoing commitment to operating excellence.

Strengthening employee and contractor safety;• 

Carrying forward the implementation of the MOU on the supply of natural gas and nuclear energy. This will include: • 

developing the infrastructure necessary to bring gas sources to Hong Kong, including a Shenzhen LNG receiving terminal  –

and pipeline connections;

concluding gas sale and purchase agreements and LNG terminal use agreements; –

developing technical solutions to manage gas quality and to ensure that our generating plant is capable of burning gas  –

delivered from differing sources with differing chemical characteristics; and

working with our Chinese counterparts on arrangements for the continuing supply of nuclear energy from Daya Bay  –

beyond 2014;

Effective tariff management including:• 

continuous stringent cost control and management of fuel procurement; –

monitoring of local sales growth to assess its impact on tariff strategy; and –

informing our customers, in a timely and transparent manner, of future tariff trends, including the implications of rising  –

fuel costs in recent years;

Ongoing improvement in environmental performance. In 2009, this will involve:• 

progressing the emissions reduction project at Castle Peak  – “B” Power Station;

striving to meet the emissions targets set by Government; –

engaging the Hong Kong Government and the public on the post-2010 emission caps and contributing to the review of  –

air quality objectives and the development of the pilot emissions trading scheme for the Pearl River Delta;

delivering energy effi ciency services to meet the needs of customers and environmental regulations; and –

progressing feasibility studies and environmental impact assessment on an offshore wind farm; and –

Enhanced stakeholder management. This will include reinforcing our stakeholder engagement plans within Hong Kong • 

and the Mainland to assist in the management of critical business issues, including tariff, environment, energy supplies, the 

implementation of the MOU and long-term changes in the local electricity market.

What are we going to
deliver in 

2009

Extracting the cutterhead of the tunnel boring machine at Castle Peak
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Over the longer term, our activities will include:

implementation of the approved Development Plan for 2008 to 2013, including the required capital • 

investment programmes;

active, informed and effective communication to all stakeholders on proposals for possible changes to the electricity • 

sector following the existing SoC. In addition, we will responsibly manage and operate our Hong Kong electricity 

business, so that this is best positioned to address and adapt to any changes in the market framework;

continued improvement in our environmental performance, including through the emissions reductions achieved as a • 

result of the completion of the emissions control reduction project at Castle Peak in 2011;

implementation of the MOU on the supply of gas and nuclear energy. This will require new sources of gas to be • 

available to supply our generating plant in Hong Kong by 2013 at the latest in order to replace the depleting resources 

available in the existing Yacheng 13 gas fi eld; and

meeting the growth in electricity demand in Hong Kong and doing so in a manner which takes into account • 

considerations of cost, reliability, security of supply and environmental performance.

Beyond 2009

Q: How will CLP utilise the 
Development Fund?

Mr. Leung Chi Man
Shareholder

A: The Development Fund was renamed the Tariff 
Stabilisation Fund on 1 October 2008 at the start of the 
new SoC Agreement. The Fund balances any differences 
between total electricity revenues in any given year and 
the costs of providing our electricity services. This fund 
helps stabilise future tariff adjustments.

Peter P. W. Tse
Group Executive Director & Chief Financial Offi cer
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Australia

Business Environment and Strategy

The energy industry in Australia continues to experience major change. A key factor infl uencing the market in 2008 was planning 

for the introduction of the Australian Government’s Carbon Pollution Reduction Scheme (CPRS). If introduced in 2010 in 

accordance with the Government’s policy statements, the CPRS will cap economy-wide carbon emissions, place a price on carbon 

emissions, and introduce a trading framework.

In December, the Government released a White Paper detailing a 5 to 15% reduction target for carbon emissions by 2020 (based 

on 2000 emission levels) under the CPRS. A critical element in the fi nalisation of the CPRS has been the extent of transitional 

assistance to industry, and to coal-fi red electricity generators in particular, to support a smooth transition to a low carbon 

economy.

As part of its White Paper, the Federal Government announced that it would provide 130.7 million permits over the fi rst fi ve 

years of the scheme under an Electricity Sector Adjustment Scheme (ESAS). The estimated value of the permits is A$3.5 billion 

based on Australian Treasury modeling. Under this scheme, TRUenergy’s Yallourn Power Station is expected to be provided with a 

certain value of the permits from the start of the CPRS in 2010 for the fi ve years until 2015.

In December, the Federal Government released draft legislation to increase the national Renewable Energy Target to 20% by 

2020. This will encourage investment in renewable energy generation. TRUenergy will continue to develop its renewables 

portfolio through strategic investments in wind, geothermal and solar technology.

Interest in Australian upstream gas positions continued to grow during 2008, driven by the desire to export Coal Seam Gas (CSG) 

as Liquefi ed Natural Gas (LNG) from Queensland. The interest in LNG exports provided a signifi cant boost to market valuations, 

indicating an expectation of export prices rising above domestic levels. In the short term however, there appears to be some 

downward pressure on price as CSG producers build up production before export facilities are online. In the medium term, as 

LNG facilities are completed there may be upward pressure on price, depending on the international market for LNG, which may 

have an impact on the domestic market.

In retail markets, Australian state governments have announced plans for separate energy effi ciency schemes. During the year, 

Victoria and SA unveiled their proposed schemes, to begin on 1 January 2009.

The Victorian Energy Effi ciency Target (VEET) allocates greenhouse gas reduction targets to energy retailers in the form of 

certifi cates based on residential customer energy usage. Retailers earn certifi cates by assisting households to reduce their 

emissions. Any excess certifi cates can then be traded.

In South Australia, under the Residential Energy Effi ciency Scheme (REES) electricity and gas suppliers will be required to achieve 

targets for delivering energy audits to low income households and implementing energy effi ciency improvements in households.

TRUenergy’s retail and generation businesses operate within the National Electricity Market (NEM), the wholesale market that 

supplies to retailers and end users in six connected regions throughout Australia. The NEM facilitates the trade of electricity as 

a commodity through the operation of a trading pool. Retailers, including TRUenergy, have the option to either buy electricity 

through the pool at market prices or through direct contracts with generators.

During 2008, pool prices in the NEM were subdued, compared to the high prices experienced in the previous year, because of 

milder weather, low baseload plant outage and changed bidding behaviour from contracted generators. SA was an exception 

due to record hot weather in March, resulting in record demand and price volatility.
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The NSW government announced a revised electricity reform plan in September. This excludes the sale of state-owned generators 

and pursues a trader model instead. Further details of the privatisation process are expected to be announced during the fi rst 

half of 2009.

In response to the business environment, TRUenergy internally relaunched its vision and strategic objectives in February. Strategic 

objectives were refi ned to provide greater clarity around goals and to make it easier to translate strategic objectives into actions 

at the business unit and individual level. TRUenergy’s vision is to become Australia’s best customer-focused energy management 

group. To realise this vision, TRUenergy’s strategy is built on three pillars:

Optimising core operations;• 

Growing a balanced, national portfolio of customers, generation and fuel sources; and• 

Innovating and leading in a low-carbon, energy-effi cient world.• 

Q: While the earnings contribution from Australia has not been so signifi cant, as a percentage of net 
asset value or capital tied up, this is by far the most signifi cant part of CLP’s overseas business. As 
returns from this business have been slightly behind expectations and future earnings might be 
further compounded by the proposed emission trading scheme, what are the options available for 
CLP to further improve its return on capital in Australia? In hindsight, what could CLP have done in 
Australia for better earnings performance to be achieved?

Mr. Edmond Lee
Executive Director

Head of Utilities and Infrastructure, Asia Pacifi c Equity Research, J.P. Morgan Securities (Asia Pacifi c) Limited

A: Historical returns from TRUenergy have been impacted by a series of one-off events.

• In 2005 and 2006, the Yallourn power station was impaired – this was as a result of an over allocation 
of value to Yallourn when CLP purchased the PowerGen assets. You will see the corresponding upside 
recognised on the GPEC assets in India realised in 2007.

• In 2007, TRUenergy outsourced its back offi ce and information services function to IBM. This resulted 
in one off payments and asset write-offs as part of a prudent and extremely conservative review of 
TRUenergy’s legacy retail and information system assets. This contract with IBM was put in place for the 
following 10 years and we will start to realise the benefi ts in 2009. 

• In 2007, TRUenergy also experienced the subsidence of a mine wall at Yallourn. This was costly from a lost 
generation perspective and the business obviously required additional opex and capex to repair the failed 
batters and damaged conveyors.

 In 2008, there has been a strong focus on strengthening the underlying operations of the business to better 
insulate it from any future one-off events. We are now well placed for the challenges ahead, including the 
introduction of the Carbon Pollution Reduction Scheme. The business has seen signifi cant improvements 
in operations with increased returns from retail as well as improved reliability from Yallourn and the other 
generation assets. 

 TRUenergy’s interest in the SEAGas pipeline was sold and receipt of signifi cant insurance proceeds relating to 
the 2007 mine subsidence also occurred in 2008. 

 The release of the Government’s White Paper in December outlined the proposed Electricity Sector Adjustment 
Scheme which proposes to provide assets such as Yallourn power station with transitional assistance. This 
assistance will provide some investment certainty for the fi rst fi ve years of the scheme from 2010 – 2015. 

 We will continue to focus on strengthening the underlying operations of the business as well as working with 
government to ensure an appropriate investment environment to improve the return on capital. 

 In hindsight, CLP is satisfi ed with its Australian investment. The Australian merchant energy market is one 
of the most competitive markets in the world. CLP has been able to understand and learn from the complex 
nature of this market, with a view to leveraging this knowledge under a deregulated Hong Kong scenario or in 
any other deregulated markets in the countries in which it operates.

Richard McIndoe
Group Director – Managing Director Australia
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How did we do in

2008

TRUenergy’s Iona gas storage facility

In line with its strategy, during the year TRUenergy specifi cally 

focused on:

cost savings;• 

realignment of the retail business to increase profi tability • 

in competitive markets;

effective asset management;• 

business development; and• 

a proactive position on climate change. • 

Cost Savings
TRUenergy completed a project to identify and achieve 10% 

reductions in operating costs across the business.

Retail Market
A retail business strategy review was undertaken, including 

market assessments, analysis of the most profi table customer 

segments and identifi cation of the most effective channels 

to market to pursue. As a result, our retail activities have 

an increased focus on Victoria for mass market, profi table, 

organic growth.

TRUenergy’s retail business comprised 1.29 million customer 

accounts, despite continuing intense competition, particularly 

in Victoria. Whilst customer churn remained high, TRUenergy’s 

customer churn was approximately 3% better than the 

market average with even stronger performance in its prime 

market, Victoria.

TRUenergy strengthened its customer retention activities 

through increased “customer save” initiatives and enhanced 

service training for customer consultants. In particular, 

TRUenergy continued to make strong gains in GreenPower 

customers – those buying accredited renewable energy. These 

reached 138,000 at the end of 2008, or 19% of all electricity 

accounts. This represented a year-on-year growth rate of 

67%.

Progress was made towards the development of the new 

retail customer service and back offi ce information technology 

platform with IBM. Piloting was delayed until 2009 to allow 

greater fi ne-tuning of the solution prior to the pilot. A 

full release of the system to customers is expected around 

mid-2009.

From 1 January 2009, government regulated retail prices 

were removed in Victoria. To date, government-mandated 

price caps have set a benchmark price for retail customers. 

The removal of these price caps reinforced the need for all 

retailers to carefully assess their cost to serve and underlined 

the strategic importance of reviewing TRUenergy’s retail 

positioning during the year.
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Asset Management
TRUenergy has been positioning itself to reduce its carbon emissions through ongoing effi ciency improvements and investment in 

low and zero-emission generation assets, such as the gas-fi red Tallawarra Power Station, solar and geothermal technologies.

In March, a major outage was undertaken at the Yallourn Power Station to upgrade and overhaul Unit 2, including replacement 

of the last stage low pressure turbine blades. Following the outage, which was completed within 60 days, the power station set 

a monthly record for generation in July, exceeding the previous record generation that was set in March 2004. In October gross 

generation reached a new station record and for the fi rst time since July 1998 all four units ran continuously synchronised during 

a calendar month.

In August, Yallourn concluded a new four-year Workplace Agreement with its workforce.

Following a mine subsidence in November 2007 which temporarily halted all three coal supply conveyor lines, the Yallourn 

Coal Mine was returned to full generation capability in January with the opening of a second coal conveyor. All three coal 

conveyors were fully operational by 19 February with full restoration work completed. TRUenergy’s insurers have commenced 

making progress payments in the second half of 2008. The detailed loss adjustment process is underway and is expected to be 

completed in 2009.

Construction of the 400MW gas-fi red, combined cycle Tallawarra Power Station was completed and the station achieved the 

fi rst fi ring of its gas turbine in October. The fi nal testing phase for the plant began in December. While full commissioning of the 

plant was slightly behind schedule, the plant achieved full operation in January 2009 and is the most effi cient gas-fi red power 

station in Australia. The plant has now been rated at 420MW.

To meet the increasing demand for gas in Victoria and SA, TRUenergy has progressed the design, procurement and site 

preparation works of a low pressure upgrade and expansion project to increase the Iona Gas Plant’s daily processing capacity 

from 320 terajoules to 500 terajoules and its gas storage capacity from 12 petajoules to 22 petajoules. Plant construction will 

begin in early 2009 with full operation by the end of the year.

In September, TRUenergy completed the sale of its one-third equity stake in the SEAGas Pipeline to the Retail Employees 

Superannuation Trust for a price of A$119 million. The sale followed a strategic review of the asset early in the year.

The Iona Gas Plant completed nine years without a lost time injury.

Asset / Station Rating Generation Utilisation* Availability* Operating

 (MW) (GWh) (%) (%) Hours

Yallourn 1,480 1,480 11,422 10,192 87.9 78.6 89.4 85.8 8,015 7,429

Power Station 

Hallett 180 180 16 10.2 2.7 7.7 96.4 97 1,840.7 774

Power Station

(since 2 July 2007)

 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

 Capacity Throughput Utilisation Availability Compressor

 (Terajoule / Day) (Petajoule) (%) (%) Hours

   2008 2007 2008 2007 2008 2007 2008  2007 2008 2007

Iona Gas 320 320 43.8 59.2 37 50.7 92.3 98.1 24,134 30,388  

Storage Facility          

* In this table and those relating to generating assets elsewhere, “availability” is the extent to which a generating unit is made available by its operator for   
generation to the grid system, whereas “utilisation” is the extent to which the unit actually generates as compared to its rated capacity applied over the 
period in question.
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In Australia, Roaring 40s (a 50:50 joint venture partnership between the CLP Group and Hydro Tasmania) has wind farm interests 

in Tasmania and SA with a combined total capacity of more than 200MW. Roaring 40s has planning approval for two further 

wind energy developments, one in Tasmania and one in SA, with a combined capacity of over 250MW. Roaring 40s aims to 

commence the construction of these projects before the end of 2009. CLP has a positive view of the range and quality of Roaring 

40s’ wind energy portfolio and will be looking for ways to build on this.

Wind Farm Installed Number x Wind Generation at Availability Wind Speed

 Capacity Turbine Size Farm Gate  m / s 

 (MW)  (GWh) (%) (target)

Bluff Point 65 37 x 1.75MW 217.7 207.8 96.5 93.5 8.8 9.1

Studland Bay 75 25 x 3MW 215.5 103.9 98.3 96.7 8.5 –

Cathedral Rocks 66 33 x 2MW 202.7 191.6 97.0 94.3 8.1 8.3

 2008 2007 2008 2007 2008 2007

Business Development
In February 2008, TRUenergy announced the acquisition of a 20% equity interest in Solar Systems for A$40 million and 

entered into a Project Agreement with Solar Systems to build one of the world’s largest and most effi cient concentrated solar 

photovoltaic power stations in northern Victoria.

TRUenergy will contribute A$7 million to the development of a 2MW heliostat concentrated photovoltaic pilot plant. 

Subsequently, up to A$285 million will be invested to build the remaining stages of the project, including a 154MW power 

station. This is in addition to A$129.5 million provided by Federal and Victorian Government funds (subject to certain conditions) 

to assist in the development of new technologies.

A: A bit of both.

  The Solar Systems investment was a new departure for 
CLP, as previously we had been shy about talking about 
an equity stake in new technologies. Utilities, such as 
CLP are, typically, less strong in creating and developing 
such technology than in applying it in practice.

  In the case of Solar Systems, our investment was a dual 
one, in both upstream equity and a specifi c project in 
Victoria. It looked an interesting opportunity on its own 
merits. We also thought we could test this as a model 
of an approach which CLP might adopt elsewhere. 
It’s still early days but, so far, our experience has been 
encouraging. Through our newly formed Carbon 
Ventures arm we are looking for other opportunities 
to take equity positions in promising clean technology 
where we believe CLP has something to add, such as 
the potential to assist and accelerate the roll-out of 
that technology through our business experience and 
capabilities in the Asia-Pacifi c region. Of course, we will 
be selective about this, both in the technologies we 
choose and the amount of capital we will put at risk.

Andrew Brandler
Chief Executive Offi cer

Q: Does CLP’s investment in Solar 
Systems represent a conscious 
shift in strategy to backward 
integrate into the equipment 
supply chain or is this a one-off 
equity investment in a promising 
new technology in line with the 
strategy laid down in the Climate 
Vision 2050?

Mr. Avinash P. Rao
Deputy General Manager, Renewables

CLP Power India
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In October, Solar Systems opened a research and development facility near the Victorian regional centre of Bendigo, including 

a 140kW test bed. The Mildura region in northern Victoria was confi rmed as the site for the fi rst stage of the 154MW power 

station to be operated by TRUenergy. This station is scheduled to start generation in 2010 and to be completed by 2013.

TRUenergy expanded its Australian renewable energy portfolio in August 2008 with an investment of up to A$57 million in a 

geothermal joint venture with Petratherm, a leading Australian developer of geothermal technology, and Beach Petroleum, an 

oil and gas exploration company. TRUenergy will be able to acquire up to a 30% stake in Petratherm’s advanced Paralana project 

as specifi c project milestones are achieved. Paralana is considered to be one of Australia’s top tier geothermal projects with good 

prospects of progressing beyond exploration to a 30MW pilot stage by mid 2010.

TRUenergy commenced drilling up to fi ve coal seam methane (CSM) coring wells on two tenements in the Surat Basin, 

Queensland in January 2009. Joint venture arrangements provide the potential for TRUenergy to hold up to a 70% interest in 

certain CSM resources in Queensland.

Climate Change
Throughout 2008, TRUenergy continued to progress its Climate Change Strategy launched in July 2007.

Along with the completion of Tallawarra, which offers low carbon emissions generating capacity, our new renewable energy 

investments will make a signifi cant contribution to lowering the emissions intensity of TRUenergy’s portfolio. Further gains have 

been made by working to reduce emissions at Yallourn.

On the retail side of the business, TRUenergy continued to provide customers with the opportunity to make a positive 

contribution toward combating climate change by switching to green energy. During the year, TRUenergy also launched Planet 

Neutral, a tool to allow customers to offset their carbon emissions and tested customer offers focused around home installation 

of solar hot water and solar photovoltaic energy systems.

These new initiatives complemented TRUenergy’s continued participation in the Australian Greenhouse Offi ce’s Challenge Plus 

Program and its existing practice of offsetting emissions from all its non-generation offi ces.

Earnings
TRUenergy’s earnings for 2008 were HK$604 million, up from HK$227 million in 2007, mainly because of improved operational 

performance. Higher generation revenue came from Yallourn, and lower operating expenditure resulted from outsourcing and the 

implementation of a cost cutting programme. In addition, the gross margin on electricity sales improved as a result of an increase 

in retail prices and higher sales volumes in the Mass Market Sector. Gains from one-off items during the year included the sale of 

SEAGas, and in 2007 the asset swap for Torrens Island Power Station (TIPS) netted off by the initial outsourcing costs.

49

227

+299

+416

+100

-31

-407

604

Australia Earnings (HK$M)

0 100 200 300 400 500 600 700 800

2008 Earnings 

Others

Cost savings resulting from sale of TIPS and IBM
outsourcing in 2007

Higher gross margin on electricity sales

Higher generation revenue

Mark-to-market loss

2007 Earnings 

900 1,000



Australia

50      CLP Holdings 2008 Annual Report 

What are we going to
deliver in

2009

Key initiatives in 2009 will include:

continuing to implement TRUenergy’s Climate Change Strategy, including through the development of our renewable energy • 

portfolio, and preparing for the introduction of the CPRS;

positioning TRUenergy as an energy services company as part of its response to the introduction of state-based energy • 

effi ciency schemes;

fi nalising the development approval and delivery planning for Tallawarra Stage B and continued work to advance • 

development of Tallawarra Lands as a site for mixed use including land for businesses, residential communities, and more 

than 200 hectares of protected environmental and recreational reserves;

completion of the Iona low pressure upgrade and expansion project;• 

implementation of the new retail customer service and back offi ce information technology platform being developed • 

with IBM;

development applications for two Combined Cycle Gas Turbine (CCGT) power stations in Victoria;• 

achievement of retail growth in high value market segments and continued expansion of our green power customer base;• 

investigation of • “distributed generation” options for industrial and commercial customers. In addition to electricity generation, 

this point-of-use technology recovers waste heat for use to achieve energy effi ciency conversion rates of up to 75%;

assessment of longer-term, low-carbon technology options for the Yallourn Power Station. These could include, in phases and • 

subject to government and regulatory support, coal drying, gasifi cation and, ultimately, carbon capture and storage; and

monitoring growth opportunities in NSW via the sale of energy assets as part of the privatisation process.• 

With the pending introduction of the CPRS, the demand for gas locally is expected to continue to grow, while international 

demand is also encouraging the development of new liquefi ed natural gas projects. There will continue to be a focus on 

processing coal seam gas into LNG for the export market and this can be expected to support upward pressure on gas prices in 

the medium term. TRUenergy will pursue opportunities to further secure gas supplies for the future.

In response to rising energy demand, TRUenergy is considering the development of Tallawarra Stage B, amongst other 

possibilities for expanding our gas-fi red generation capacity. We have prepared a Development Consent application for a 400MW 

gas-fi red plant adjacent to Tallawarra Stage A. This application including an environmental assessment, is expected to go on 

public exhibition in early 2009, prior to consideration for approval by the NSW Government.

NSW will release the timeline and process for achievement of its energy privatisation plans. The reform plan is expected to 

include the sale of the three state-owned retail businesses, generation development sites, as well as allowing the private sector 

to acquire the trading rights for state-owned generators, known as the trader model. TRUenergy will review the opportunities 

created by these privatisation plans.



 CLP Holdings 2008 Annual Report      51

Beyond 2009

TRUenergy’s longer-term development will be driven by:

growth in generating capacity, particularly lower emission gas-fi red generation and investment in renewable generation and • 

new, low emission technologies;

strategies to improve the emissions profi le of existing assets, in particular Yallourn Power Station;• 

a focus on energy effi ciency to assist customers to manage their energy consumption and achieve internal effi ciencies at • 

TRUenergy sites;

strategies to focus on profi table growth segments in retail markets, including capitalising on enhanced customer service IT • 

capabilities and transitioning to become an energy services provider;

potential acquisition of gas assets to protect gas retail and generation assets; and• 

opportunities which arise from the ongoing process of market consolidation.• 

We expect an ongoing strong focus on the reduction of carbon emissions associated with TRUenergy’s business in line with its 

Climate Change Strategy. This will include attention to the sustainability of the business, the growth of renewable energy sources 

and the careful management of climate change risks.

A: The introduction of a carbon price will focus the energy 
industry on delivering the most cost effective low-
emissions generation to meet the carbon targets and 
provide energy security to consumers. As such, the 
breadth of skills and capabilities required across the 
industry will grow to match the technological evolution 
of low-emissions generation. 

  Within the CLP Group, we already have a broad mix of 
skills, capabilities and experience based on the portfolio 
of generation we manage. We also have a policy in place 
to contract specialist knowledge as required and we use 
these opportunities to further develop the knowledge 
base of our own employees.

  As new low-carbon solutions are implemented at 
Yallourn, there will be new opportunities in engineering, 
trading, fi nance and business development areas to 
name a few. Carbon management will present new 
challenges across the organisation including our 
ability to trade carbon in the various carbon markets, 
develop consumer products and pricing to match the 
evolving consumer market place, and harness growth 
opportunities. The possibilities for TRUenergy employees 
to assist the rest of the CLP Group are exciting 
and varied.

Richard McIndoe
Group Director – Managing Director Australia

Q: With Yallourn’s outlook impacted 
by the introduction of carbon 
pricing, what does it mean for 
the type of skills and capabilities 
required in an organisation 
like TRUenergy? What new 
opportunities will arise for staff 
in both operations and offi ce 
environments to capitalise on 
emerging technology solutions 
that may be implemented at 
Yallourn? How is CLP placed 
to develop those skills and 
capitalise on them across the 
broader CLP Group?

Mr. Anthony Elliott
Corporate Strategy and Development 

Manager, TRUenergy
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Chinese Mainland

Business Environment and Strategy

To maintain economic growth through the present global recession, the Chinese Government has stepped up measures to 

boost domestic demand by introducing a 4 trillion yuan stimulus package, including investment in electricity infrastructure. 

Developments in the power industry will support industries such as steel, cement and engineering, and in turn boost domestic 

demand. Liquidity issues are easing as banks become readier to grant loans to power projects which generate stable and reliable 

returns.

The energy industry in the Chinese mainland continued to grow in 2008. Total installed capacity reached 793GW, with 91GW 

new units installed. Electricity demand rose by 5.2% in 2008, much lower than the growth of 14.8% in 2007. The average 

utilisation rate of power plants in the Mainland fell in 2008.

Coal prices continued to rise in the fi rst half of 2008, with the benchmark Datong coal price reaching a record high in July. With 

a slowing economy and declining electricity demand and generation, the coal price then fell substantially. The PRC authorities 

approved two tariff hikes in July and August, but these increases could not cover the increase in coal costs in 2008. The timing 

and magnitude of the next coal price linked tariff adjustment remain uncertain.

To reduce emissions and to improve overall generation effi ciency, the State will continue to shut down small coal-fi red and small 

oil-fi red units in the Mainland. A total of 17GW was decommissioned in 2008, exceeding the target set for the year. In last year’s 

Annual Report, we mentioned that the Mainland’s development focus will be on renewable, nuclear and more effi cient coal-fi red 

plants in the future. With global energy supply and environmental issues taking centre stage, renewable energy alternatives are 

receiving growing government attention. To support sustainable and scientifi c development, the Government has implemented 

the PRC Renewable Energy Law. The Mainland has set a target that the non-hydro power renewable energy capacity of power 

companies should reach 3% and 8% of their total installed capacity by 2010 and 2020 respectively. As at end 2008, the 

comparable fi gure was 1.1%, illustrating the tremendous growth expected in renewable energy.

To promote the renewable energy sector, including wind power projects and certain hydropower projects, the Mainland 

Government provides a corporate income tax incentive for qualifying projects approved after 1 January 2008 – three years 

income tax exemption and a 50% reduction for another three years. Value-added tax (“ VAT”) incentives for foreign investment 

enterprises on the acquisition of equipment have been repealed. As from 1 January 2009 both foreign investment enterprises 

and domestic entities are allowed to deduct VAT costs on equipment purchases from their total VAT bill.

Within this business environment, CLP’s strategy is to:

explore investment opportunities, wherever CLP has competitive advantages against other investors and in line with the • 

Group’s climate change strategy;

develop projects which have synergy with existing investments;• 

pursue combined cycle gas turbine projects in selected regions;• 

investigate clean coal technology and explore opportunities for direct participation; and• 

continue our development of renewable energy projects, including small and medium-sized hydro, wind, biomass, solar and • 

geothermal, through acquisitions or greenfi eld projects.
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How did we do in 

2008

In the following pages we describe the key aspects of CLP’s business in the Mainland during 2008 and the contribution that this 

business made to overall Group earnings.

Completion of Fangchenggang Unit 2
Construction of the two supercritical coal-fi red units has progressed well, with the two units entering commercial service in 

September 2007 and January 2008 respectively. A series of tests were conducted and the nameplate rating of the 2 units was 

upgraded from 600MW to 630MW.

CSEC Guohua
The Ministry of Commerce has approved the expansion of CLP Guohua and the change of name to CSEC Guohua in April 2008, 

with its registered capital being increased from 1.64 billion yuan to 4.01 billion yuan. Five more power plants, including Sanhe II 

(600MW), Suizhong I and II (3,600MW) and Zhungeer II and III (1,320MW) have been injected by Shenhua into CSEC Guohua. 

CLP will pay cash to top up the registered capital to maintain its shareholding ratio at 30%. Based on the actual injection made, 

CLP owns 27% of CSEC Guohua as of 31 December 2008.

Jiangbian Hydro
Frequent rock bursts encountered during excavation of one section of the water tunnel caused delays in progress and became 

a critical path item for the project. Improved methods of work were identifi ed and additional equipment is being mobilised 

to recover time lost. Maintaining safety on site is the major challenge to the construction of the power station, due to its 

remoteness and diffi cult terrain. Added to this challenge is the lack of a safety culture amongst local contractors. CLP’s major 

focus is to ensure proper safety policies and procedures are in place. Tremendous efforts have been, and will continue to be, 

made to improve the local safety culture.

Q: What are CLP’s views on energy 
development in the Chinese 
mainland? Any suggestions to 
put forward?

Mr. Qin Dingguo
Party Committee Secretary and 

General Manager

Beijing Guohua Electric Power Corporation

A: Electricity demand growth in the Mainland is likely to 
continue to slow down in the next few years, affected 
by the current economic downturn. Both the PRC 
authorities and generating companies may take a 
more cautious approach in approving and building 
new power stations.

  We fully support the PRC Government’s focus on 
emissions reduction and the development of renewable, 
hydro and nuclear energy and clean coal technology in 
the next decade for sustainable development.

  For improving effi ciency, we also welcome the 
authorities’ initiatives in strengthening the transmission 
networks to carry power generated in places where the 
natural resources are located to the load centres. 

  Currently, coal prices are subject to market forces while 
tariff is not. We believe this is not sustainable in the long 
term. Policies on energy development will need to tackle 
this. 

Ko Yu Ming
Managing Director – China
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CGNPC Joint Venture
As a large corporation under the leadership of the State-owned Assets Supervision and Administration Commission of the State 

Council, CGNPC was established in September 1994 with nuclear power as its core business. We have a strong relationship with 

CGNPC through our partnership in the Daya Bay nuclear station. Alongside the promotion of nuclear power projects, CGNPC has 

Daya Bay 1,968  15,430  14,775  93  90  93  90  8,221  7,967

Guangzhou Pumped Storage 1,200  1,589  1,784  15 * 17 * 88  94  3,248 * 3,728 *

(Phase I)

Shiheng I and II 1,260 ** 6,609  6,888  63  66  95  95  5,508  5,740

Heze II 600   3,311  3,418  63  65  88  92  5,518  5,696

Liaocheng 1,200  6,764  6,262  64  60  93  88  5,637  5,218

Yire 400  2,417  2,545  69  73  96  92  6,042  6,363

Sanhe I and II 1,300   6,502  4,659  57  63  95  93  5,002  5,547

Panshan 1,000  6,043  5,952  69  68  96  85  6,043  5,952

Suizhong I 1,600  8,317  10,467  59  75  75  89  5,198  6,542

Zhungeer II and III 1,320  6,522  4,181  56  58  93  97  4,941  5,057

Shenmu 200  1,413  1,385  80  79  91  96  7,065  6,925

Anshun II 600  3,075  3,402  59  65  95  82  5,125  5,670

Huaiji 125  347  267  36  35  91  89  3,185  3,053

Fangchenggang 1,260  4,055  N / A  38  N / A  82  N / A  3,380  N / A

Station Rating Generation Utilisation Availability Operating

 (MW) (GWh) (%) (%) Hours

  2008 2007 2008 2007 2008 2007 2008 2007

*  Generating and pumping modes

**  4 units of Shiheng I and II had completed a capacity upgrade modifi cation to increase the nameplate rating from 300MW to 315MW

Operation of Existing Assets
The following table explains the operating performance in 2008 of the generating plant in which CLP holds an interest:

Fangchenggang Power Station
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Station Approved Tariff Status of Tariff Fuel Type Future Development / 

  (fen / kWh)   Outlook

As part of our efforts to manage coal procurement risks in a highly volatile market, we are pursuing a long term contract with 

Indominco based on a new Indonesian mine. It is expected that coal mining operations will commence by fourth quarter of 2009 

and some coal will be available by then for supply to the Fangchenggang plant.

launched the strategy of developing clean energy as its secondary business. It established CGNPC Wind Power Co., Ltd. (“CGNPC 

Wind”) in 2007 to undertake wind power projects in the Mainland. CGNPC Wind is currently developing 6 wind power projects 

of about 600MW and has a strong development pipeline of about 16,000MW potential wind resources. CGNPC has invited CLP 

to acquire a 32% shareholding in CGNPC Wind as a strategic partner and to develop this as a major platform for our future 

expansion in wind power projects in China. We have completed the regulatory procedures as requested by the China Beijing 

Equity Exchange in November 2008. Final approval from the Ministry of Commerce is awaited.

Tariff Management
In addition to high levels of reliability and availability, the value of our generating portfolio is enhanced by diversifi ed fuel sources 

and by securing and maintaining approved tariff levels from the relevant authorities for each station in that portfolio.

Daya Bay Determined at Guangdong  Implemented Uranium – various  Fuel supply adequate 

 Nuclear Power Joint Venture   supplies

 Co., Ltd. according to its JV

 Contract with consideration to the 

 competitiveness of its electricity

Guangzhou Based on service charge Agreed under long-term  Pumped storage between  

Pumped Storage per installed capacity agreements dedicated reservoirs

(Phase I)

Shiheng I and II 47.25 for I Increased twice in 2008, Coal – Shandong mines Adequate coal supply but   

 48.75 for II Shiheng II obtained 1.5 fens   much increased price  

  FGD tariff  

Heze II  43.19 Increased twice in 2008, Coal – Shanxi mines 

Liaocheng 44.69  Liaocheng obtained 1.5 fens

  FGD tariff

Yire  47.68 Increased twice in 2008, Coal – Supplied by  Adequate and stable coal 

Sanhe I and II 41.03 for I Sanhe obtained 1.5 fens Shenhua from Shaanxi  supply

 38.64 for II FGD tariff and Inner Mongolia 

Panshan 44.58 

Suizhong I  38.72

Zhungeer II and III  27.95 for II

 28.50 for III

Shenmu Normal: 33.95 Increased twice in 2008  Coal – Local mines Adequate coal supply but 

 Excess: 20.00   much increased price

Anshun II 33.51 Increased twice in 2008 Coal – Guizhou local  Operating hours may decrease 

   mines  due to surplus generation

    supply in Guizhou Province

Huaiji Tariffs range from 20.40 to   Higher tariffs achieved by  Small hydropower Renewable energy source

 56.20 fen / kWh according to the  use of reservoir regulating

 wet or dry season and depending   capability

 on peak / non-peak generation

Fangchenggang 43.57 Including 1.5 fens  Imported coal Operating hours may decrease  

  FGD tariff   due to competing high  

    generation from hydropower.

    Possible extension of two  

    more units
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Shuangliao

ChangdaoLaizhou

Huaiji Nanao

Changling II

Boxing
Weihai

Rongcheng
Shandong Guohua

Datong

Hailing Island

Yang_er

Wind power

Hydro power

Biomass power

Changling II

• CLP’s first investment with Sinohydro Group 

in Jilin

• construction works commenced and 

commissioning targeted for third quarter of 2009

• further expansion capacity of up to 300MW

Changdao

• UN registration as CDM project

Weihai

• UN CDM registration

• phase II entered service in 2008

Rongcheng

• all turbines passed reliability test

Shandong Guohua Six Wind Projects 

• construction of Stage I is expected to be 

completed in 2009

Shuangliao

• phase I operating reliably

• phase II construction on schedule

Huaiji

• acquisition of Niuqi hydropower station 

was completed

Hailing Island

• preparation for construction underway

• land use agreement signed with the 

local government

Boxing

• achieved commercial operation in 2008

• plant modification planned to reflect changing 

operating environment

Yang_er 

• UN Clean Development Mechanism (CDM) registration

• increase in project costs due to recent material and 

manpower price escalations

• target commissioning in 2009

Datong

• achieved commercial operation in 2008

Laizhou

• CLP’s first cooperation with Huadian 

Power International in Shandong

• entered commercial service in 2008

Nanao

• operating well

Renewable Energy
The continuing growth of CLP’s renewable energy portfolio in the Mainland means that, in addition to the Jiangbian hydro project, 

we now hold interests in 20 projects totalling 406 equity MW. These investments span four provinces and include wind, hydro and 

biomass generated electricity.
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2008 Earnings

Others
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2007 Earnings
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Earnings
Total earnings from our investments in the Chinese mainland were HK$936 million. Of this, HK$931 million came from our 

investments in those generating facilities serving Hong Kong. The increase of HK$219 million was mainly due to higher 

generation and lower operating cost at Daya Bay. Earnings for the year, other than from those generating facilities serving Hong 

Kong, were only HK$5 million, HK$236 million below 2007. This was mainly due to higher coal prices, ranging from 17% to 

47%, experienced by our power stations in the Chinese mainland, and because the approved tariff adjustments in July and 

August 2008 did not fully compensate for increased coal costs. 
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A: CLP has always aimed to comply with local legislation 
and regulations including taxation, wherever we 
operate and we will continue to do so. Responsible 
tax planning forms part of the disciplines we apply to 
the management of our investments. In the case of 
the removal of preferential tax treatment for foreign 
enterprises in the Mainland, this was not unexpected, 
having regard to the PRC’s commitments as a member of 
the World Trade Organisation. We had already factored 
this change into our investment decisions. Our strategy 
is to be conservative in the assumptions which underpin 
our investment decisions. We avoid undue reliance on 
the long-term continuation of favourable tax treatments 
which, as the PRC example shows, are always subject to 
changes in fi scal policy.

Peter P. W. Tse
Group Executive Director & Chief Financial Offi cer
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Financial Offi cer

Q: Under the current tax reform in 
mainland China, how does CLP 
view the revised preferential tax 
policy on foreign enterprises? 
What is CLP’s responding 
strategy?

Mr. Zhang Qiwen
General Manager

Shandong Zhonghua Power Co., Ltd.
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During the year ahead we will:

seek to obtain higher dispatch for Fangchenggang. • 

Generation from coal-fi red plants in Guangxi decreased 

substantially in 2008 due to the sluggish economy, 

and high hydropower production (heavy rainfall and 

commissioning of Longtan hydropower station). We will 

continue to control our costs, particularly for fuel, by 

pursuing a long-term coal supply contract and securing 

alternative coal supplies when needed;

support our joint venture with Shenhua, CSEC Guohua • 

including integration of the new generating assets into 

the expanded joint venture and exploring further 

growth opportunities;

work closely with our partners in the Shandong joint • 

venture to tackle coal supply issues, including exploring 

different supply sources so as to mitigate the current high 

coal prices;

review the existing arrangement at our Anshun II Power • 

Station, which currently contracts its operations to Anshun 

I. We will explore the possibility of merging Anshun I and II 

and developing Anshun III;

investigate and implement effi ciency improvement projects • 

at the JV power stations;

continue to give high priority to the safe construction of • 

the Jiangbian Hydro Project;

pursue the expansion of Fangchenggang Phase II; and• 

study the feasibility of developing combined-cycle • 

gas-fi red power plant in selected regions in line with the 

Group’s climate change strategy. Our initial focus will 

be on opportunities in Shanghai and Sichuan, which 

are regions with secure gas supply arrangements and a 

reasonable tariff regime.

In the medium to longer term, CLP will:

consolidate and rationalise our asset ownership • 

and structure;

maintain a balanced fuel mix within our generation • 

portfolio, including a leading position in 

renewable energy;

investigate clean coal technology and explore related • 

investment opportunities;

explore opportunities for broad-based strategic • 

partnerships with major market players;

continue the growth of our investing activities in hydro, • 

wind, biomass, together with a move towards other 

renewable energy sources, such as solar and 

geothermal power; and

carry the Jiangbian Hydro Project through to its targeted • 

completion in 2011.

2009

What are we going to
deliver in Beyond 2009

Jiangbian Hydro – blasting rocks in the Yalong River after mudslide
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India

Business Environment and Strategy

With baseload and peaking shortages likely to continue for many years to come, coupled with the Indian Government’s 

commitment to bridge the gap, it is expected that there will be investment opportunities in generation, transmission and 

distribution. The necessary legislative framework is in place and there is an increasing awareness of delinking reforms in the 

electricity sector from political considerations.

Sizeable additions in generation capacity will come from coal-based projects, while renewable energy will be a focus for the 

Government. Opportunities in generation, both on the conventional and non-conventional side, will continue to be available to 

CLP. While a major part of demand is expected to be met through new coal-based projects, select opportunities for gas-based 

generation will be pursued, once indigenous gas becomes available. CLP India will pursue growth in renewable energy, in line 

with its Climate Vision 2050. Hydro generation opportunities are expected to become available with more industry consolidation, 

owing to the diffi cult market conditions. CLP India will also pursue openings in the transmission and distribution sectors. Three 

new transmission projects have already come to the market and more are expected in the near future. Forthcoming opportunities 

in distribution are likely to come in the form of franchises in selected urban circles.

The competitive landscape in India is dominated by Indian conglomerates. The current macro economic issues have brought 

greater rationality into the market and the intense competitive landscape may well ease. The market may well see some 

fundamental changes in bidding behaviour, given that many projects awarded earlier have not actually moved ahead. While CLP 

is the largest foreign player, our presence is still a marginal one in terms of the industry as a whole. However, the growth in our 

investments in gas, coal and renewable energy generation and our strengthening relationships with industry stakeholders, mean 

that CLP’s visibility is increasing.

Bidding for generation projects in the short and medium term is expected to be largely coal-based. More and more states are 

likely to go for the long-term procurement of power through a bidding process where both the fuel and location of the project 

are unspecifi ed. This means that developers bid on the basis of existing projects being developed by them, rather than those 

where the State Government develops the project up to a point by arranging for land / fuel / water / environmental approvals and 

hands over the project vehicle to the lowest bidder on tariff (similar to CLP’s Jhajjar project).

CLP is also the largest foreign investor in India’s renewable energy sector. We have a large wind portfolio under development. 

Given the limited number of sites with a good wind resource, it is important to capture good projects well in advance. However, 

this exposes the projects to subsequent movements in debt markets and regulatory risks. CLP proposes to minimise the debt 

market exposure by timing the fi nancing efforts appropriately and leveraging on its experience in fi nancing projects across the 

Asia Pacifi c region. On the regulatory front, CLP will continue to engage in dialogue with policy makers and regulators to protect 

existing business interests and pave the way for further investments.

Our business strategy to grow our presence in the Indian power sector requires us to:

operate and maintain the GPEC plant at the highest standards;• 

develop a portfolio of projects in creditworthy states, whilst ensuring that growth is consistent with the Group’s risk-return • 

appetite and climate strategy;

maintain a diversifi ed fuel mix within our generating fl eet;• 

build a substantial • “Renewables” portfolio, including graduating from being an essentially fi nancial investor to deploying our 

own development, construction and operating capabilities;

bid for the proposed new transmission projects;• 

focus on projects which will provide synergy with existing investments, such as GPEC II and further projects in Gujarat, • 

Western, Southern and Northern Grids; and

examine select distribution / retail businesses upon the privatisation of state-owned utilities. • 
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How did we do in

2008

Our activities in 2008 centred on three areas: the successful management of our existing power station at GPEC, the growth of 

our renewable energy investments and the greenfi eld coal-fi red project at Jhajjar.

GPEC
GPEC’s off-taker, Gujarat Urja Vikas Nigam Ltd. (GUVNL) has continued to pay all amounts due to GPEC, with the exception of 

sums falling within a new dispute raised by GUVNL related to incentive payments. The total amount in dispute and withheld 

by GUVNL amounted to around HK$143 million at end 2008. GPEC is contesting GUVNL’s position. A separate and longstanding 

dispute where GUVNL is claiming repayment of amounts totalling around HK$1,157 million for deemed generation is working its 

way through the Indian legal and regulatory system. We have been advised that we have a strong case in this dispute. GUVNL’s 

claim is therefore treated as a contingent liability, under Note 32 to the Financial Statements. Meanwhile, the GPEC plant 

operated at a high level of availability.

GPEC 655 4,102 4,145 71.3 72.3 87.8 89.5 7,674 7,761

Station Rating Generation Utilisation Availability Operating

 (MW) (GWh) (%) (%) Hours

  2008 2007 2008 2007 2008 2007 2008 2007  

We continued our efforts to secure long-term gas supplies to augment existing long-term arrangements. These have continued 

to decline sharply with about a third of the total requirement being met through long-term contracts and the balance through 

spot purchases. High international gas prices, combined with delays in commencement of indigenous gas supplies from the 

Krishna-Godavari Basin off the east coast of India, have resulted in almost no long-term gas being available to contract in the 

Indian market. However, it is expected that some long-term gas will be available to GPEC in the fi rst half of 2009. GPEC was 

asked to operate the plant on naphtha in the last quarter of 2008 as naphtha prices sank below those of spot gas.

Samana Wind Farm, Gujarat



 CLP Holdings 2008 Annual Report      61

0 100 200 300 400 500

320

409

+64

-116

-73

+25

+11

India Earnings (HK$M)

2008 Earnings

Others

Exchange differences under PPA 

Lower interest income

Reversal of DDT upon share redemption 

Lower DDT on lower earnings and change in rate

2007 Earnings

Renewable Energy
Our three projects, at Samana, Saundatti and Andhra Lake, will bring 296.8 equity MW of wind power into the CLP 

Group’s portfolio.

Completion of Phase I (50.4MW) of our Samana project in Gujarat is expected to be achieved in February 2009, eight months 

later than scheduled due to delays in land acquisition and turbine supply. Phase II (also 50.4MW) is also expected to be delayed 

for around four months by land approvals, with completion now targeted for June 2009. Construction of the 82.4MW Saundatti 

wind farm in Karnataka is going well with development approvals and land acquisition on track, with the aim of completion also 

in June 2009.

In September 2008, CLP contracted for development of a 113.6MW wind project at Andhra Lake in Maharashtra with Enercon 

India — the single largest wind project being developed anywhere by the CLP Group. The project is scheduled to be completed in 

two equal phases by March and June 2010 respectively.

Jhajjar Project
CLP emerged as the successful bidder for the development of a 1,320MW domestic coal-based power plant at Matenhail in 

Jhajjar District, Haryana. CLP was selected through a tariff-based competitive bidding process initiated by the Haryana Power 

Generation Corporation Ltd. on behalf of the Haryana Distribution Companies in line with guidelines issued by the Ministry of 

Power, Government of India. The site occupies 1,227 acres, all of which has already been acquired. All statutory clearances to 

develop the project have been obtained. Water has been allocated to the project from the nearby “Jawahar Lal Nehru canal”, 

which is approximately 14 km from the project site. A coal linkage for 5.21 million tonnes per annum has been issued by Ministry 

of Coal, Government of India. The coal will be supplied by Central Coalfi elds Limited, a Government of India company, from its 

North Karanpura mines in the state of Jharkhand. Engineering, plant procurement and construction will be undertaken by SEPCO 

III, a mainland Chinese contractor and Shandong TIEJUN Electric Power Engineering Co. SEPCO III will procure similar equipment 

to that used by CLP for our Fangchenggang project in the Chinese mainland.

Project fi nancing has been tough in the current fi nancial climate. While Indian lenders have assessed the Project and have agreed 

in-principle to syndicate an all Rupee facility, the Company is planning a two-step fi nancing, in which part of the Indian Rupee 

loans will be replaced with foreign currency loans which are likely to be available in the second half of 2009.

Earnings
During 2008, our investment in India contributed HK$320 million to Group earnings, compared to HK$409 million in the 

previous year. The reduction is mainly due to the release of dividend distribution tax (DDT) upon share redemption in 2007. The 

GPEC plant has delivered a similar operating profi t to 2007.

61
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2009

Beyond 2009

What are we going to
deliver in 

In 2009 our principal objectives will be to:

continue to operate and maintain GPEC to world-class • 

standards;

pursue long-term gas sources for GPEC;• 

move forward with the construction of the Jhajjar Power • 

Station safely, on time and within budget;

complete Phase II of the Samana wind project and • 

at Saundatti;

start construction of the Andhra Lake wind project;• 

pursue greenfi eld and acquisition opportunities in • 

renewable energy, supported by an enhanced in-house 

project development capability; and

pre-qualify and bid for new opportunities in • 

transmission projects.

In the long-term we will:

bring Jhajjar into effi cient operation;• 

bring forward a GPEC II expansion project once supplies • 

of gas have been secured on a viable basis;

selectively pursue other conventional generation projects • 

once the fi nancing of the Jhajjar project is secured and 

construction well-progressed;

continue bidding for proposed new transmission projects • 

and move into distribution activities, as and when 

attractive opportunities arise;

continue to expand our renewable energy portfolio • 

including in other technologies such as solar power, 

biomass (possibly with Indian business houses who are 

better positioned to work with farming communities to 

source fuel) and hydro projects; and

strengthen CLP’s management resources in India in line • 

with the demands of a growing business.

A: CLP is usually fairly cautious about setting the type of 
absolute target which you mention – as this can misdirect 
management behaviour to achieving the target instead 
of taking a broader view and doing what is best for the 
business. Our mission is to deliver growth in earnings to 
our shareholders, rather than to concentrate on growth 
in generating capacity.

  In India our aim is to build a balanced generating 
portfolio, including coal and gas-fi red generation, as well 
as renewable energy and, in doing so, to contribute to 
the CLP Group’s overall target of reducing the carbon 
emissions from our generating fl eet in line with our 
Climate Vision 2050. Since 2007 CLP’s own renewable 
energy investments in India have grown from none to 
297 equity MW of projects under development, all of 
these being wind projects. As you know yourself, the 
regulatory regime in India is generally supportive of such 
projects. As long as this remains the case and sites with 
good wind resources remain available, I believe that 
our wind energy portfolio in India will continue to grow 
rapidly. This means looking beyond even 1,000MW of 
such projects, provided opportunities exist which meet 
our investment criteria and will create value for our 
shareholders.

Rajiv Mishra
Managing Director – India

Q: Why has CLP India not yet laid 
out a clear roadmap of doing at 
least 1,000MW of wind energy 
projects in India?

Mr. Yogesh Mehra
Managing Director, Enercon India Ltd.
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Southeast Asia and Taiwan

Business Environment and Strategy

CLP conducts its business in this region primarily through OneEnergy, the joint venture established with Mitsubishi Corporation in 

2006. The complementary strengths of CLP’s expertise in construction and operation and Mitsubishi’s local network and access 

to Japanese fi nancing can enable us jointly to grow our presence in the independent power producer (IPP) market, especially 

for greenfi eld developments. We are working with Mitsubishi Corporation on refi ning OneEnergy’s business model, particularly 

with respect to how we organise our development efforts, structure investments in a manner optimal for both shareholders, and 

pursue acquisition opportunities in an increasingly capital-constrained environment.

The global fi nancial crisis has slowed economic growth and electricity consumption in Southeast Asia. However, medium to 

long-term forecasts remain favourable. In our incumbent markets, Thailand and Taiwan, the central planning authorities have 

adjusted downwards their forecasts on demand growth, leading to the postponement of new projects. However, substantial 

new build is still required for Vietnam and Indonesia, given the demographic trends in these markets, low per-capita electricity 

consumption and a desire to replace less effi cient oil-fi red generation.

Vietnam is still pursuing its 6th Power Development Plan approved in 2007. This mandated dramatic growth with substantial 

private sector participation. Indonesia is half way through its “Fast Track Programme” to build 10,000MW of new power 

generation facilities. It has already embarked on a second programme of another 10,000MW in 2009-2011 which will focus on 

renewable energy, mainly its vast unexploited geothermal resources. Singapore is a mature market with growth in demand highly 

linked to the economy and industrial output, both of which turned negative in the fourth quarter of 2008. Development of 

further new greenfi eld projects in The Philippines will depend on the speed at which the reserve margin (the excess of electricity 

generating capacity over maximum demand) narrows, as well as the ability of project owners to secure fi nancing and to manage 

project revenues in the merchant electricity market.

The past year has seen signifi cant volatility in fuel markets. Riding upon global economic expansion, commodity prices reached 

unprecedented highs in summer. Australian spot coal prices soared to above US$200 per tonne on a delivered basis. Natural gas 

prices, which are mostly linked to oil prices, also saw signifi cant increases. However, later in 2008 the fi nancial crisis caused coal 

and gas prices to fall substantially. We expect that fuel prices will continue to be volatile, albeit at levels much lower than the 

peaks observed in 2008. Coal will maintain its status as the fuel of choice for a number of emerging markets, while countries 

such as Singapore, Thailand and Indonesia will continue to progress the import of LNG to improve supply security.

Power plant equipment prices remain high, having almost doubled since 2000. However, project delays and lower commodity 

prices should gradually bring down price levels and improve delivery schedules. Government stimulus plans focused on 

infrastructure may provide fl oor price support on commodities. PRC and Korea-made equipment appears to be the low cost 

option for coal projects in the region, but fi nanceability and project management and implementation remain a challenge.

Competition for new projects remains strong, but players will be more selective. Some recent aggressive winners who have relied 

on debt to bridge fi nance their equity investments will need to pause. Asian players may dominate the market, as evidenced 

by the recent sale of all three Singapore government-owned generating companies to Asian power players. Project fi nancing 

is diffi cult, given the fi nancial crisis and the debt capacity and appetite of major international banks. Use of local fi nancing, 

multilateral support and export credit will be critical to the success of projects seeking project fi nancing.

Against this backdrop, CLP will continue to pursue its strategy for the region to:

through OneEnergy, focus on greenfi eld power opportunities drawing upon the strengths of its shareholders;• 

consider selective strategic acquisitions in target markets;• 

enhance existing local partner relationships for established markets, and build new relationships for new markets;• 

maintain a balanced portfolio in terms of country risk and fuel mix; and• 

contribute to the CLP Group objective of reducing carbon intensity, while recognising each target market’s characteristics.• 
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How did we do in

2008

Throughout the year, OneEnergy remained focused on the effective management of existing assets, a disciplined approach to 

business development and maximising earnings to shareholders.

Management of Existing Assets
Operational performance of the major power stations under OneEnergy’s portfolio is summarised as follows

Ho-Ping 1,297 8,632 9,111 76 80 81 * 80 * 6,655 7,025

EGCO / Rayong (REGCO) 1,232 2,342 4,031 22 37 91 92 1,901 3,272

EGCO / Khanom (KEGCO) 824 5,694 6,174 79 86 90 94 6,911 7,492

EGCO / BLCP 1,434 10,701 10,658 85 85 93 91 7,462 7,433

Station Rating Generation Utilisation Availability Operating

 (MW) (GWh) (%) (%) Hours

  2008 2007 2008 2007 2008 2007 2008 2007 

*  Guaranteed hours

All of our operating assets in the region benefi t from power purchase agreements (PPAs) with creditworthy off-takers as shown 

in the table below

Station Off-taker Off-take Arrangement Duration / Remaining

Ho-Ping Taipower PPA 25 years / 18 years

EGCO / REGCO EGAT PPA 20 years / 5 years

EGCO / KEGCO EGAT PPA 15 and 20 years / 2 to 7 years

EGCO / BLCP EGAT  PPA 25 years / 22 to 23 years

EGCO / Kaeng Khoi 2 EGAT PPA 25 years / 23 to 24 years

EGCO / small power projects EGAT and industrial customers PPAs with EGAT and 21 and 25 years for

   commercial contracts  EGAT PPAs / 10 to 21 years

   with industrial customers

EGCO / Quezon Power Manila Electric Company, Philippines  PPA 25 years / 17 years

EGCO / Mindanao  National Power Corporation, Philippines PPAs 18 years / 6 to 7 years

 small power projects

The availability of the Ho-Ping power plant during 2008 was affected by an extended outage to replace the low pressure turbine 

blades of Unit 2, as well as damage to the transmission lines during a strong typhoon in September. The replacement of turbine 

blades for both units, together with the completion of the rebuilding of two coal storage domes which had previously suffered 

typhoon damage, will improve the integrity of the plant and enhance availability and performance.
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Ho-Ping managed to secure enough coal supplies to ensure continuous operation of the plant, but the high fuel prices impacted 

annual profi ts. Under the PPA with Taipower, Ho-Ping will be compensated for the surge in coal prices through adjustments in 

the energy tariff. However, these adjustments are based on coal prices paid by Taipower itself and have a time lag of one year. 

The tariff adjustment and the recent softening of the coal market will provide a much better environment for Ho-Ping’s fi nancial 

performance in 2009.

The second and last block of the Kaeng Khoi 2 combined-cycle gas turbine power plant in Thailand, in which EGCO owns 50% 

through its investment in Gulf Electric, achieved commercial operation on schedule in March 2008. The Kaeng Khoi 2 plant, the 

BLCP plant in which CLP sold its 50% ownership to EGCO in 2006, and the other plants in EGCO’s portfolio all operated at high 

levels of availability and safety. All of these projects have fuel cost pass-through mechanisms in their PPAs. They were, therefore, 

not affected by the substantial increase in natural gas and coal prices. Construction work continues on the Nam Theun 2 hydro 

power plant in Laos, of which EGCO owns 25%, with commercial operation expected to start in the fourth quarter of 2009.

Business Development
The IPP solicitation in Taiwan, in which Ho-Ping Power bid for an expansion of the Ho-Ping Power Station, was concluded with 

no capacity awarded. The authorities recently announced that, following a review of the supply and demand situation, no 

new solicitation will be required in the near future. OneEnergy will continue to work with its local partner, Taiwan Cement, to 

maintain the preparedness of the expansion project for participation in a possible future solicitation.

The global fi nancial crisis and the ensuing economic downturn have affected electricity demand growth in Thailand. The 

country’s Power Development Plan is currently being revised and it is likely that a new IPP solicitation will not be needed for a 

number of years. EGCO’s growth strategy rests on overseas opportunities, including cross-border projects selling their output to 

Thailand, renewable projects and preparation for possible repowering of the combined cycle gas turbine power plants at Rayong 

and Khanom, for which the PPAs will expire in the medium term future. In November, EGCO completed the acquisition of a 

23.4% interest in the 503MW Quezon Power coal-fi red power plant in The Philippines. This acquisition, together with EGCO’s 

existing investment in a couple of small power projects in Mindanao, provides a platform for EGCO to seek further growth in The 

Philippines electricity market.

Coal jetty at Ho-Ping
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OneEnergy has been developing the Vung Ang 2 coal-fi red project in Vietnam since 2007, in conjunction with local partners 

Lilama Corp. and REE Corp. Development work for the project progressed in 2008 with the establishment of the joint stock 

company with its own management and staff, and completion of the technical feasibility study. In October 2008, OneEnergy 

signed a MOU with Vietnam Electricity (EVN), the state-owned electricity company, for the development and ownership of Phases 

3.1 and 3.2 of the Vinh Tan Complex in Binh Thuan Province, Vietnam. OneEnergy will have a majority interest in this project 

with a planned capacity of over 2,000MW. OneEnergy is also reviewing the opportunity presented by the Vietnam Government’s 

tender for the 1,200MW Nghi Son 2 BOT project.

In Indonesia, development work on the 700MW Asahimas project slowed down due to diffi culties in getting approval from 

PLN, the state-owned electricity company. In the meantime, the Government started the process for the 2,000MW Jawa Tengah 

project tender, with International Finance Corporation as its advisor to ensure a transparent and competitive process. OneEnergy 

is reviewing the opportunity together with a local partner, Astratel.

The Singapore Government has successfully sold its three generation companies, Tuas Power, Senoko Power and PowerSeraya, 

to overseas private investors. OneEnergy participated, without success, in the bidding process for two of these companies. 

There will be limited business opportunities in Singapore in the near future. A number of previously government-owned or 

private power plants in The Philippines were sold during 2006-2007, a process which slowed in 2008. There have yet to be 

any signifi cant new private generation projects under construction. Any such projects would have to compete in the merchant 

electricity market, rather than enjoying PPAs with the government or other private distribution companies. OneEnergy continues 

to explore its entry strategy into the Philippine market.

Despite the slowdown in electricity demand growth in the region, the renewable energy sector still presents a lot of potential. 

Thailand is expected to raise its target of alternative energy to 20% by 2020, and has implemented one of the most favourable 

renewable energy tariffs among regional countries. Indonesia has the largest unexploited geothermal energy potential. Its 

government has liberalised private participation in new geothermal projects, and aims to add substantial renewable energy IPPs, 

principally in geothermal plant. OneEnergy is stepping up its development efforts in this sector, drawing upon CLP’s expertise and 

experience, especially in wind and solar energy projects.

Earnings
Earnings from Southeast Asia in 2008 were HK$116 million, down by HK$293 million. This was mainly due to higher coal prices 

and fewer units generated as a result of outages at Ho-Ping, lease accounting adjustment for EGCO recorded in 2007, and 

higher operating and development expenditures, primarily at OneEnergy.

Southeast Asia and Taiwan Earnings (HK$M)
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2009

What are we going to
deliver in Beyond 2009

In 2009, we shall aim at achieving the following in the region:

Advance development and PPA negotiations for the Vung • 

Ang 2 and Vinh Tan coal-fi red projects in Vietnam;

Prepare for IPP tenders in Indonesia and Vietnam;• 

Effectively manage the Ho-Ping power plant and fuel • 

supply to achieve higher availability and profi tability;

Position for Ho-Ping 2 re-bidding in Taiwan;• 

Accelerate development activities for renewable • 

projects, particularly in Thailand and possibly in Indonesia 

and Taiwan; and

Continue to support EGCO in its growth strategy.• 

Our longer term objective of building a balanced portfolio 

remains unchanged. However, due to the market situation, 

more focus will be placed on greenfi eld development than 

acquisitions. This will entail:

growing our business in the region, mainly through • 

OneEnergy;

utilisation of the engineering and project management • 

expertise of CLP, and the Japanese fi nancing capability of 

Mitsubishi to win and build new power projects;

investment in both stable and emerging markets; and• 

a balanced fuel mix with fossil-fuel generation and also • 

renewable energy.

BLCP Power Station
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