SCHEME OF CONTROL STATEMENT

(CLP Power Hong Kong Limited and Castle Peak Power Company Limited)

Scheme of Control Revenue

Expenses
Operating costs
Fuel
Purchases of nuclear electricity
Provision for asset decommissioning
Depreciation
Operating interest
Taxation

Profit after taxation

Interest on increase in customers’ deposits
Interest on borrowed capital
Adjustment for performance incentives

Profit for Scheme of Control
Transfer (to)/from Tariff Stabilisation Fund

Permitted Return

Deduct Interest on / Adjustment for
Increase in customers’ deposits as above
Borrowed capital as above
Performance incentives as above
Tariff Stabilisation Fund to Rate Reduction
Reserve

Net Return
CESF Contribution
Net Return after CESF Contribution

Divisible as follows:
CLP Power
CAPCO

CLP Power’s share of net return after CESF
Contribution

CLP Power

Interest in CAPCO

Year ended 31st December,

2022 2023 2024 2024
HK$M HK$M HK$M US$M
(unaudited)

51,103 50,455 50,804 6,513
5,027 5,336 5,571 714
21,939 20,974 19,713 2,527
5,822 5,802 5,800 744
73 120 80 10
5,313 5,380 5,683 729
800 1,154 1,407 180
1,924 1,933 2,112 271
40,898 40,699 40,366 5,175
10,205 9,756 10,438 1,338
4 37 39 5
1,115 1,539 1,700 218
(448) (642) (481) (62)
10,876 10,690 11,696 1,499
(531) 168 (425) (54)
10,345 10,858 11,271 1,445
4 37 39 5
1,115 1,539 1,700 218
(448) (642) (481) (62)
40 114 124 16
711 1,048 1,382 177
9,634 9,810 9,889 1,268
(218) (230) (238) (31)
9,416 9,580 9,651 1,237
6,239 6,351 6,536 838
3,177 3,229 3,115 399
9,416 9,580 9,651 1,237
6,239 6,351 6,536 838
2,224 2,261 2,180 279
8,463 8,612 8,716 1,117
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EXHIBIT A

AUDITED CONSOLIDATED FINANCIAL STATEMENTS
AND SCHEME OF CONTROL STATEMENT
OF CLP POWER HONG KONG LIMITED
FOR THE YEAR ENDED 31ST DECEMBER, 2024

The information in this Exhibit A has been extracted from the audited consolidated financial

statements and Scheme of Control Statement of the Guarantor for the year ended 31st December,
2024. References to page numbers in this Exhibit A are to pages of such documents.
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF CLP POWER HONG KONG LIMITED

TEBEARAH

(Incorporated in Hong Kong with limited liability)

Opinion
What we have audited

The consolidated financial statements of CLP Power Hong Kong Limited (the “Company”) and its
subsidiaries (the “Group’), which are set out on pages 9 to 60, comprise:

o the consolidated statement of financial position as at 31 December 2024;
o the consolidated statement of profit or loss for the year then ended,

o the consolidated statement of profit or loss and other comprehensive income for the year then
ended;

o the consolidated statement of changes in equity for the year then ended,;
o the consolidated statement of cash flows for the year then ended; and

o the notes to the consolidated financial statements, comprising material accounting policy
information and other explanatory information.

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 December 2024, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.

Basis for Opinion
We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued
by the HKICPA. Our responsibilities under those standards are further described in the Auditor’s

Responsibilities for the Audit of the Consolidated Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF CLP POWER HONG KONG LIMITED (CONTINUED)
TEBEARAH

(Incorporated in Hong Kong with limited liability)

Independence

We are independent of the Group in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (“the Code”), and we have fulfilled our other ethical responsibilities in accordance with
the Code.

Other Information

The directors of the Company are responsible for the other information. The other information
comprises the information included in the directors’ report and the Scheme of Control Statement,
but does not include the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Directors for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with HKFRSs issued by the HKICPA and
the Hong Kong Companies Ordinance, and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to
liquidate the Group or to cease operations, or have no realistic alternative but to do so.
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF CLP POWER HONG KONG LIMITED (CONTINUED)

TEBEARAH

(Incorporated in Hong Kong with limited liability)
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report our opinion solely to you, as a body,
in accordance with Section 405 of the Hong Kong Companies Ordinance, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the contents of
this report. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

F-13



i
pwc R A E

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF CLP POWER HONG KONG LIMITED (CONTINUED)
TEBEARAH

(Incorporated in Hong Kong with limited liability)

o Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

¢ Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the Group as a basis for forming an
opinion on the consolidated financial statements. We are responsible for the direction,
supervision and review of the audit work performed for purposes of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 13 February 2025
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CLP POWER HONG KONG LIMITED
HEBARAH

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FOR THE YEAR ENDED 31 DECEMBER 2024

Revenue

Expenses
Fuel
Purchases of nuclear electricity
Staff expenses
Net other operating expenses
Depreciation and amortisation

Operating profit

Finance costs

Finance income

Share of results of joint ventures, net of income tax
Profit before income tax

Income tax expense

Profit for the year

Earnings attributable to:
Shareholders
Perpetual capital securities holders
Non-controlling interests

The notes on pages 15 to 60 are an integral part of these consolidated financial statements.
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Note

10,11

Page 9

2024 2023
HK$M HK$M
50,657 50,630
(29,797) (21,014)
(5,800) (5,802)
(1,826) (1,694)
(3,865) (3,497)
(5,982) (5,700)
(37,270) (37,707)
13,387 12,923
(1,582) (1,435)
115 159

91 188
12,011 11,835
(2,100) (1,914)
9,911 9,921
8,945 8,914
136 139
830 868
9,911 9,921




CLP POWER HONG KONG LIMITED
thEsE SRR AE Page 10

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME
FOR THE YEAR ENDED 31 DECEMBER 2024

2024 2023
HK$M HK$M
Profit for the year 9,911 9,921
Other comprehensive income
Items that can be reclassified to profit or loss
Exchange differences on translation (38) (20)
Cash flow hedges 73 (857)
Costs of hedging 345 221
Other comprehensive income for the year, net of tax 380 (656)
Total comprehensive income for the year 10,291 9,265
Total comprehensive income attributable to:
Shareholders 9,287 8,318
Perpetual capital securities holders 136 139
Non-controlling interests 868 808
10,291 9,265

The notes on pages 15 to 60 are an integral part of these consolidated financial statements.
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CLP POWER HONG KONG LIMITED
HEBARAH

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2024

Non-current assets
Fixed assets
Right-of-use assets
Goodwill and other intangible assets
Interests in and loans to joint ventures
Derivative financial instruments

Current assets
Inventory-stores and fuel
Trade and other receivables
Fuel clause account
Derivative financial instruments

Current account with ultimate holding company

Current accounts with fellow subsidiaries
Current account with joint ventures
Deposits, bank balances and cash

Current liabilities
Bank loans and other borrowings
Customers’ deposits
Derivative financial instruments
Current accounts with fellow subsidiaries
Current account with joint ventures
Advances from other non-controlling interests
Trade payables and other liabilities
Dividend payable
Income tax payable

Net current liabilities

Total assets less current liabilities
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Note

10(A)
10(B)
11
13
14

14

15

14

16

Page 11

2024 2023
HK$M HK$M
135,000 130,709
6,307 6,196
9,170 9,016
3,018 3,146
36 16
153,531 149,083
1,835 1,807
3,345 3,429
370 328

37 49

43 63

171 163

1 2

201 374
6,003 6,215
(15,282) (12,001)
(7,207) (6,880)
(588) (645)
(1,487) (1,082)
) -
(311) (589)
(8,175) (9,124)
- (2,500)
(700) (972)
(33,752) (33,793)
(27,749) (27,578)
125,782 121,505




CLP POWER HONG KONG LIMITED
HEBARAH

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

AS AT 31 DECEMBER 2024

Financed by:
Equity
Share capital

2,488.32 million shares issued and fully paid

Reserves

Shareholders’ funds

Perpetual capital securities
Other non-controlling interests

Non-current liabilities
Bank loans and other borrowings
Deferred tax liabilities
Derivative financial instruments
Scheme of Control (SoC) reserve accounts
Asset decommissioning liabilities
Other non-current liabilities

Equity and non-current liabilities

Betty Yuen Law Ka Chun
Chairman Managing Director
13 February 2025

The notes on pages 15 to 60 are an integral part of these consolidated financial statements.
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Note

17

18
18

15
20
14
19
19

Page 12
2024 2023
HK$M HK$M
20,400 20,400
33,753 31,644
54,153 52,044
- 3,887
5,983 6,080
60,136 62,011
40,860 35,967
16,874 16,264
1,275 1,573
3,172 2,643
1,647 1,575
1,818 1,472
65,646 59,494
125,782 121,505




CLP POWER HONG KONG LIMITED

TEBIARAH

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2024

Balance at 1 January 2023

Profit for the year

Other comprehensive income for the year

Transfer to fixed assets

Dividends paid/declared
2022 final
2023 interim

Distributions to perpetual capital
securities holders

Dividends paid to other non-controlling
interests

Balance at 31 December 2023

Balance at 1 January 2024

Profit for the year

Other comprehensive income for the year

Transfer to fixed assets

Dividends paid/declared
2023 final
2024 interim

Distributions to perpetual capital
securities holders

Reclassification to other borrowings
(Note 18(A))

Dividends paid to other non-controlling
interests

Balance at 31 December 2024

Page 13
Attributable to Shareholders Perpetual  Other Non-

Share Capital controlling Total
Capital Reserves Total Securities Interests Equity
HK$M HK$M HK$M HK$M HK$M HKS$M
20,400 30,286 50,686 3,887 6,223 60,796
- 8,914 8,914 139 868 9,921
- (596) (596) - (60) (656)

- 30 30 - 13 43
(2,640) (2,640) - - (2,640)
- (4,350) (4,350) - - (4,350)
- - - (139) - (139)
- - - - (964) (964)
20,400 31,644 52,044 3,887 6,080 62,011
20,400 31,644 52,044 3,887 6,080 62,011
- 8,945 8,945 136 830 9,911

- 342 342 - 38 380

- 20 20 - 8 28
(2,624) (2,624) - - (2,624)

- (4,580) (4,580) - - (4,580)

- - - (136) - (136)

- 6 6 (3,887) - (3,881)

- - - - 973) 973)
20,400 33,753 54,153 - 5,983 60,136
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CLP POWER HONG KONG LIMITED

The notes on pages 15 to 60 are an integral part of these consolidated financial statements.
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hEBARAE Page 14
(Incorporated in Hong Kong with limited liability)
The notes on pages 15 to 60 are an integral part of these consolidated financial statements.
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2024
Note 2024 2023
HK$M HK$M
Operating activities
Net cash inflow from operations 21(A) 21,233 22,886
Income tax paid (1,849) (1,838)
Net cash inflow from operating activities 19,384 21,048
Investing activities
Capital expenditure (10,754) (9,460)
Addition of other intangible assets (458) (394)
Proceeds from disposal of fixed assets 52 43
Capitalised interest paid (544) (588)
Dividends received from a joint venture 163 135
Interest received 91 46
Decrease/(increase) in loans to a joint venture 19 (198)
Net cash outflow from investing activities (11,431) (10,416)
Net cash inflow before financing activities 7,953 10,632
Financing activities 21(B)
Proceeds from long-term borrowings 5,865 2,849
Repayment of long-term borrowings (3,638) (4,655)
Increase in short-term borrowings 2,269 896
Payment of principal portion of lease liabilities (35) (32)
Interest paid (1,493) (1,311)
Decrease in advances from other non-controlling
interests (278) (271)
Distributions paid to perpetual capital securities
holders (139) (139)
Dividends paid to shareholders (9,704) (6,990)
Dividends paid to other non-controlling interests (973) (964)
Net cash outflow from financing activities (8,126) (10,617)
Net (decrease)/increase in cash and cash equivalents (173) 15
Cash and cash equivalents at beginning of year 374 359
Cash and cash equivalents at end of year 201 374
Analysis of cash and cash equivalents
Deposits, bank balances and cash 201 374




CLP POWER HONG KONG LIMITED
hEBARAE Page 15

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

1.

General information

The Company is a limited liability company incorporated in Hong Kong. The address of its
registered office is CLP Headquarters, 43 Shing Kai Road, Kai Tak, Kowloon, Hong Kong.

The principal activity of the Company continues to be the generation and supply of electricity.
Particulars of the Company’s subsidiaries are set out in Note 12. The Company and its subsidiaries
are collectively referred to as the “Group” in the financial statements.

The financial operations of CLP Power Hong Kong Limited (CLP Power) and its major subsidiary,
Castle Peak Power Company Limited, (collectively the SoC Companies) are governed by the SoC
Agreement entered with the Hong Kong Government. The main features of the SoC Agreement
are summarised on pages 61 to 62, which are unaudited by PricewaterhouseCoopers.

These financial statements have been approved by the Board of Directors on 13 February 2025.
Material accounting policies

The material accounting policies applied in the preparation of these financial statements are set out
below:

(a) Basis of preparation

The financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (HKFRS) issued by the Hong Kong Institute of Certified Public
Accountants (HKICPA) and requirements of the Hong Kong companies Ordinance (Cap.
622).

The preparation of financial statements in conformity with HKFRS requires the use of
certain critical accounting estimates. It also requires management to exercise their judgement
in the process of applying the Group’s accounting policies. The areas involving a higher
degree of judgement or complexity, or areas where assumptions and estimates are especially
significant to the consolidated financial statements are disclosed in Note 4.

(i) Amendments to HKFRS and interpretation effective 1 January 2024

There have been a number of amendments to standards and interpretation effective in
2024. Amendments and interpretation which are applicable to the Group include:

e Amendments to HKAS 1 Classification of Liabilities as Current or Non-
current, Non-current liabilities with covenant and Hong Kong Interpretation
5 (Revised) Presentation of Financial Statements: clarify that liabilities are
categorised as either current or non-current based on the rights that exist at
the end of the reporting period, and classification is unaffected by the
entity’s expectations or events after the reporting date;

o Amendments to HKAS 7 and HKFRS 7 Supplier Finance Arrangements:
clarify the characteristics of supplier finance arrangements and require
additional disclosure of such arrangements. The disclosure requirements
enables users of financial statements to assess the effect of those
arrangements on the entity’s liabilities, cash flows and exposure to liquidity
risk; and
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CLP POWER HONG KONG LIMITED
REBTARAE Page 16

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2.

Material accounting policies (continued)

(@)

Basis of preparation (continued)

(i)

(i)

Amendments to HKFRS effective 1 January 2024 (continued)

o Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback: clarify
how an entity accounts for a sale and leaseback after the date of the
transaction. The amendments specify that, in measuring the lease liability
subsequent to the sale and leaseback, the seller-lessee determine lease
payment and revised lease payment in a way that does not result in the seller-
lessee recognising any amount of the gain or loss that relates to the right of
use that it retains.

The Group has applied the above amendments for the first time in 2024. The adoption
of these amendments has had no significant impact on the results and financial position
of the Group.

As a result of the adoption of the amendments to HKAS 1, the Group changed its
accounting policy for the classification of borrowings (Note 2(m)). The new policy did
not result in a change in the classification of the Group’s borrowings. The Group did
not make retrospective adjustments as a result of adopting the amendments to HKAS 1.

Except for the abovementioned amendments to HKAS 1, the Group has not changed
other material accounting policies, or made retrospective adjustments as a result of
adopting these amendments.

New standards and amendments to HKFRS effective after 2024

The following new standards, amendments and improvements to standards, which may
be applicable to the Group, have been issued and are effective after 2024. The Group
has not elected to early adopt these pronouncements in 2024.

o HKFRS 18 Presentation and Disclosure in Financial Statements

o HKFRS 19 Subsidiaries without Public Accountability: Disclosures

e Amendments to HKFRS 9 and HKFRS 7 Amendments to the Classification and
Measurement of Financial Instruments

e Amendments to HKAS 21 Lack of Exchangeability

o Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between
an Investor and its Associate or Joint Venture

e Annual Improvements to HKFRS Accounting Standards — Volume 11

HKFRS 18 will replace HKAS 1 Presentation of financial statements, introducing new
requirements that will help to achieve comparability of the financial performance of
similar entities and provide more relevant information and transparency to users. Even
though HKFRS 18 will not impact the recognition or measurement of items in the
financial statements, its impacts on presentation and disclosure are expected to be
pervasive, in particular those related to the consolidated statements of profit or loss and
providing management-defined performance measures within the financial statements.
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CLP POWER HONG KONG LIMITED
hEBARAE Page 17

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2.

Material accounting policies (continued)

(@)

(b)

(©

(d)

Basis of preparation (continued)
(if) New standards and amendments to HKFRS effective after 2024 (continued)

Management is currently assessing the detailed implications of applying the new
standard on the Group’s consolidated financial statements. The Group expects to apply
the new standard from its mandatory effective date of 1 January 2027. Retrospective
application is required, and so the comparative information for the financial year ending
31 December 2026 will be restated in accordance with HKFRS 18.

Except for the changes in presentation and disclosure mentioned above, these
pronouncements are not expected to have a material impact on the results or the
financial position of the Group.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company
and its subsidiaries made up to 31 December and include the Group’s interests in joint
ventures on the basis as set out in Note 2(c) below.

Subsidiaries are entities over which the Group has control. The Group controls an entity
when the Group is exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power to direct the activities
of the entity.

Joint ventures

A joint venture is an arrangement in which the Group has joint control, whereby the Group has
rights to the net assets of the arrangement, rather than rights to its assets and obligation for its
liabilities. Joint control is the contractually agreed sharing of control of an arrangement, which
exists only when decisions about the relevant activities require unanimous consent of the
parties sharing control.

Investments in joint ventures are accounted for using the equity method. They are initially
recognised at cost. Subsequent to initial recognition, the consolidated financial statements
include the Group’s share of post-acquisition profit or loss and other comprehensive income,
until the date on which joint control ceases. Distributions received from the joint ventures
reduce the carrying amounts of the investments.

Fixed assets

Fixed assets are stated at cost less accumulated depreciation and accumulated impairment
losses. Cost includes expenditure that is directly attributable to the acquisition of the fixed
assets. Subsequent costs are included in the asset’s carrying amount or recognised as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be measured
reliably. For any asset replacement, the carrying amount of the replaced part is derecognised.
All other repairs and maintenance are charged to profit or loss in the period in which they
are incurred.
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CLP POWER HONG KONG LIMITED
REBTARAE Page 18

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2. Material accounting policies (continued)

(d)

(€

Fixed assets (continued)

Depreciation of fixed assets is based on the rates which reflect the pattern in which the assets’

economic benefits are consumed.

(i) Inrespect of the fixed assets, the net book values as at 31 December 2013 are being written
off uniformly over the remainder of their useful lives as set out in (iii) below.

(if) Fixed assets commissioned on or after 1 January 2014 are depreciated on a straight-line
basis over the useful lives as set out in (iii) below commencing from the date of
commissioning.

(iii) Useful lives of fixed assets

Cable tunnels 100 years
Buildings and civil structures at power stations 35 years
Ash lagoon 35 years
Other buildings and civil structures 60 years
Generating plants 25 — 50 years*
Overhead lines (33 kV and above) 60 years
Overhead lines (below 33 kV) 45 years
Cables 60 years
Switchgear and transformers 50 years
Substation miscellaneous 25 years
Meters 15 years
System control equipment, furniture, tools,

communication and office equipment 10 years
Computers and office automation equipment other than

those forming part of the generating plant 5 years
Motor vehicles and marine craft 5 years
Refurbished or improved assets Remaining original life

plus any life extension
* Useful lives of certain generating plants have been extended by 10 — 25 years after mid-life
refurbishments

The assets’ residual values and useful lives are reviewed and adjusted, if appropriate, at the
end of each reporting period. An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its estimated recoverable
amount.

The gain or loss on disposal of a fixed asset is the difference between the net sales proceeds
and the carrying amount of the relevant asset, and is recognised in profit or loss.

Right-of-use assets

The Group as a lessee recognises right-of-use assets at the commencement date of the lease
(i.e. the date the underlying asset is available for use). Right-of-use assets are measured at cost,
less any accumulated depreciation and impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Right-of-use assets are depreciated on
a straight-line basis over the shorter of the lease term or the estimated useful lives of the assets.
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CLP POWER HONG KONG LIMITED
hEBARAE Page 19

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2. Material accounting policies (continued)

)

(9)

Goodwill and other intangible assets
(i) Goodwill

Goodwill arises on the acquisition of subsidiaries and represents the excess of the
consideration transferred, the amount of any non-controlling interest in the acquiree and
the acquisition-date fair value of any previous equity interest in the acquiree over the
fair value of the identifiable net assets acquired.

For the purpose of impairment testing, goodwill acquired in a business combination is
allocated to each of the cash generating units (CGU), or groups of CGUs, that is
expected to benefit from the synergies of the combination. Each unit or group of units
to which the goodwill is allocated represents the lowest level within the entity at which
the goodwill is monitored for internal management purposes.

Goodwill impairment reviews are undertaken at least annually or if events or changes
in circumstances indicate a potential impairment. The carrying value of the CGU
containing the goodwill is compared to the recoverable amount, which is the higher of
value in use and the fair value less costs of disposal. Any impairment is recognised
immediately as an expense and is not subsequently reversed.

(if) Other intangible assets

Intangible assets other than goodwill are measured initially at cost or, if acquired in a
business combination, fair value at the acquisition date. An intangible asset with a finite
useful life is amortised on a straight-line basis over its useful life and carried at cost less
accumulated amortisation and accumulated impairment losses.

Derivative financial instruments and hedging activities

A derivative is initially recognised at fair value on the date a derivative contract is entered
into and is subsequently remeasured at fair value. The method of recognising the resulting
gain or loss depends on whether the derivative is designated as a hedging instrument, and if
s0, the nature of the item being hedged. The Group designates certain derivatives as either
hedges of the fair value of recognised financial assets or financial liabilities or firm
commitment (fair value hedges) or hedges of the cash flows of recognised financial assets or
financial liabilities or highly probable forecast transactions (cash flow hedges).

The Group documents at the inception of the transaction the intended relationship between
hedging instruments and hedged items, as well as its risk management objectives and strategy
for undertaking hedge transactions. The Group also documents its assessment, both at hedge
inception and on an ongoing basis, of whether the hedging relationship meets the hedge
effectiveness requirements.
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2.

Material accounting policies (continued)

(9)

Derivative financial instruments and hedging activities (continued)

(i)

(i)

(iii)

(iv)

Fair value hedges

Changes in the fair values of derivatives that are designated and qualify as fair value
hedges are recognised in profit or loss, which offset any changes in the fair values
recognised in profit or loss of the corresponding hedged asset or liability that are
attributable to the hedged risk and achieve the overall hedging result.

Cash flow hedges

The effective portion of changes in the fair values of derivatives that are designated and
qualify as cash flow hedges is recognised in other comprehensive income. The gain or
loss relating to the ineffective portion is recognised immediately in profit or loss.

Amounts accumulated in equity are reclassified to profit or loss in the periods when the
hedged items affect profit and loss. However, when the highly probable forecast
transaction that is hedged results in the recognition of a non-financial asset, the gains and
losses previously deferred in equity are transferred from equity and included in the initial
measurement of the cost of the asset at the time of acquisition.

When a hedging instrument expires, or is sold, or terminated, or when a hedge no longer
meets the criteria for hedge accounting, hedge accounting is discontinued prospectively.
Any cumulative gain or loss remains in equity at that time is accounted for according to
the nature of the underlying transactions (as discussed above) once the hedged cash flow
occurs. When a forecast transaction is no longer expected to occur, the cumulative gain
or loss that has been recorded in equity is reclassified to profit or loss immediately.

Derivatives not qualified for hedge accounting

Certain derivative financial instruments are not qualified for hedge accounting. Changes
in the fair values of these derivative financial instruments are recognised immediately in
profit or loss.

Costs of hedging

Foreign currency basis spread of financial instruments may be separated and excluded
from the designated hedging instruments. In such case, the Group treats the excluded
elements as costs of hedging. The fair value changes of these elements are recognised
in a separate component of equity. For time-period related hedged items, these elements
at the date of designation (to the extent that it relates to the hedged item) are amortised
on a systematic and rational basis to profit or loss over the hedging period. For
transaction related hedged items, the cumulative change of these elements is included
in the initial carrying amount of any non-financial asset recognised when the hedged
transaction occurs or is recognised in profit or loss if the hedged transaction affects
profit or loss.
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2. Material accounting policies (continued)

(h)

(i)

1)

(k)

Trade and other receivables

Trade and other receivables are recognised initially at transaction price and subsequently stated
at amortised cost using the effective interest method, less allowances for expected credit losses.
The Group measures the loss allowance for its trade receivables at an amount equal to the
lifetime expected credit losses. The amount of expected credit losses (or reversal) that is
required to adjust the loss allowance at the reporting date to its recognised amount is recognised
in profit or loss, as an impairment loss or a reversal of an impairment loss. Trade and other
receivables are written off (either partially or in full) when there is no reasonable expectation
of recovery.

Expected credit losses are a probability-weighted estimate of credit losses (i.e. the present
value of all cash shortfalls) over the expected life of the trade receivables. Expected credit
losses on trade receivables are calculated by using the provision matrix approach. Trade
receivables are categorised by common risk characteristics that are representative of the
customers’ abilities to pay all amounts due in accordance with the contractual terms. The
provision matrix is determined based on historical observed default rates over the expected life
of the trade receivables and is adjusted for forward-looking estimates. At every reporting date
the historical observed default rates are updated and changes in the forward-looking estimates
are analysed.

If there is no significant increase in credit risk since initial recognition, impairment on other
receivables is measured at 12-month expected credit losses. If a significant increase in credit
risk has occurred, then impairment is measured as lifetime expected credit losses.

Inventory

Inventory comprises stores and fuel and is valued at the lower of cost and net realisable value.
Cost for inventory is determined using the weighted average basis. Net realisable value is
determined on the basis of anticipated sales proceeds less estimated selling expenses.

Fuel clause account

The cost of fuel consumed is passed on to the customers. Any variations between the actual
cost of fuel and the fuel cost billed to customers are captured in the Fuel Clause Account.
The balance on the account (inclusive of interest) represents amounts over-recovered or
under-recovered and is treated as an amount due to or from customers. CLP Power may
adjust fuel related tariff from time to time, including on a monthly basis in accordance with
the SoC, to reflect changes in the cost of fuels consumed by the SoC Companies for the
generation of electricity. As at 31 December 2024, the fuel clause account asset balance
represented the right of CLP Power to collect the under-recovered fuel costs from the
customers under the SoC.

Trade payables and other liabilities

Trade and other liabilities are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method.
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2.

Material accounting policies (continued)

0

(m)

(n)

(0)

Deferred tax

Deferred tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. Deferred tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the end of the reporting period and are expected to apply when the
related deferred tax liability is settled. Deferred tax is also provided on temporary differences
arising on investments in joint ventures, except where the timing of the reversal of temporary
difference is controlled by the Group and it is probable that the temporary difference will
not reverse in the foreseeable future.

Borrowings

Borrowings are recognised initially at fair value of proceeds received, net of transaction costs
incurred. Transaction costs are incremental costs that are directly attributable to the
acquisition or issue of a financial liability. Borrowings are subsequently stated at amortised
cost and, if included as a hedged item in a fair value hedge relationship, are revalued to
reflect the fair value movements on the associated hedged risk. Any difference between the
proceeds (net of transaction costs) and the redemption value is amortised to profit or loss or
capitalised as cost of the qualifying assets over the period of the borrowings using the
effective interest method. Borrowings are classified as current liabilities unless, at the end
of the reporting period, the Group has a right to defer settlement of the liability for at least
12 months after the reporting period. Covenants that the Group is required to comply with,
on or before the end of the reporting period, are considered in classifying the loan
arrangements with covenants as current or non-current. Covenants that the Group is required
to comply with after the reporting period do not affect the classification at the reporting date.

Revenue

Revenues from sales of electricity are recognised when electricity is supplied to and
consumed by the customers. Revenues are recognised over time and measured at the
amounts billed to the customers based on the periodic cycle meter readings and the estimated
accruals for the value of electricity consumed from the last meter reading date to the end of
the reporting period (“unbilled revenue”).

Retirement benefits
The Company operates and participates in a number of defined contribution plans for its
employees, the assets of which are held independently of the Company’s assets in trustee-
administered funds.
Contributions to the defined contribution plans are recognised as an expense in profit or loss

in the year in which they are incurred, except to the extent that they are capitalised as part of
the cost of qualifying assets.
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2.

Material accounting policies (continued)

(p)

(a)

Finance costs and income

Borrowing costs are recognised as an expense in the year in which they are incurred, except to
the extent that they are capitalised when they are directly attributable to the acquisition,
construction or production of an asset which necessarily take a substantial period of time to get
ready for their intended use.

Interest income is recognised on a time proportion basis using the effective interest method.
Foreign currency

Items included in the financial statements of each of the Group entities are measured in Hong
Kong dollars, which is the currency of the primary economic environment in which each group
entity operates (functional currency). The consolidated financial statements are presented in
Hong Kong dollars, which is the Group’s presentation currency.

Foreign currency transactions are translated into Hong Kong dollars using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies by using the exchange rates at the end of the reporting
period are recognised in profit or loss, except when deferred in equity as qualifying cash
flow hedges.

For the purpose of consolidation, net assets of joint ventures that have a functional currency
different from the Group’s presentation currency are translated using the closing rate at the
end of the reporting period; and the share of results of joint ventures are translated at the
average exchange rate for the reporting period. All resulting exchange differences are
recognised in other comprehensive income and as a separate component of equity.

Related parties

Related parties are individuals and companies, including ultimate holding company,
subsidiaries, fellow subsidiaries, joint ventures and key management personnel, where the
individual or company has the ability, directly or indirectly, to control or jointly control the
other party or exercise significant influence over the other party in making financial and
operating decisions. A close family member of any such individual is considered to be a related

party.
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3.

Financial risk management

(@)

Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign
exchange risk and interest rate risk), credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability of financial markets and seeks to
minimise the impact of exchange rate and interest rate fluctuations on the Group’s electricity
tariff and financial performance. The Group uses different derivative financial instruments
to manage its exposure in these areas. All derivative financial instruments are employed
solely for hedging purposes.

Risk management for the Group is carried out by the CLP Group’s central treasury department
(Group Treasury) under policies approved by the Board of Directors of respective companies
of the Group. The Group has written policies covering specific areas, such as foreign
exchange risk, interest rate risk, credit risk, use of derivative financial instruments and cash
management.

(i)  Foreign exchange risk

The Group’s potential foreign currency exposures primarily arise from the Group’s
significant foreign currency obligations relating to its debts denominated in foreign
currency, nuclear power purchase off-take commitments, other fuel-related payments
and major capital projects payments.

Under the SoC, the SoC Companies are allowed to pass-through foreign exchange
gains and losses arising from future non-capital projects related commercial
transactions and recognised liabilities which are denominated in a currency other than
Hong Kong dollar, thus retaining no significant foreign exchange risk of such
payments over the long term. The Group uses forward contracts and currency swaps
to hedge all its debt repayment obligations denominated in foreign currencies for the
full tenor, and a significant portion of its U.S. dollar obligations on fuel and nuclear
power purchases, provided that for U.S. dollar the hedging can be accomplished at
rates below the Hong Kong Government’s historical target peg rate of HK$7.8 : US$1.
The objective is to reduce the potential impact of foreign exchange movement on
electricity tariffs. The Group also uses forward contracts to manage the foreign
exchange risks arising from non-Hong Kong dollar payment obligations for major
capital projects, for which the exchange gains and losses are capitalised.

At the end of the reporting period, the fair value movement of the derivative financial
instruments in a cash flow hedge relationship is recorded in equity. The extent of the
impact to the cash flow hedge reserve under equity due to exchange rate movements,
with all other variables held constant, is as follows:

2024 2023
HK$M HK$M
Increase/(decrease) in cash flow hedge reserve
Hong Kong dollar against U.S. dollar
If weakened by 0.6% (2023: 0.6%) 91 95
If strengthened by 0.6% (2023: 0.6%) (91) (95)
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3. Financial risk management (continued)

(@) Financial risk factors (continued)

(i)  Foreign exchange risk (continued)

2024
HK$M
Increase/(decrease) in cash flow hedge reserve
Hong Kong dollar against Euro
If weakened by 3% (2023: 3%) 2
If strengthened by 3% (2023: 3%) 2

(i)  Interest rate risk

Page 25

2023
HK$M

10
(10)

The Group’s interest rate risk mainly arises from debt borrowings. Borrowings issued
at variable rates expose the Group to cash flow interest rate risk, and borrowings issued
at fixed rates expose the Group to fair value interest rate risk. The risks are managed
by monitoring an appropriate mix between fixed and floating rate borrowings, and by
the use of interest rate swaps. The Group has determined a preferred fixed/floating
interest rate mix appropriate for its business profile which is subject to annual review.
As at 31 December 2024, 59% (2023: 63%) of the Group’s borrowings were at fixed

rates.

The sensitivity analysis below presents the effects on the post-tax profit for the year
(as a result of change in interest expense on floating rate borrowings) and equity (as a
result of change in the fair value of derivative instruments which qualify as cash flow
hedges). Such amounts accumulated in equity are reclassified to profit or loss in the
periods when the hedged items affect profit or loss, and offset one another in the profit

or loss.

The analysis has been determined based on the exposure to interest rates for both
derivative and non-derivative financial instruments at the end of the reporting period.
For floating rate borrowings, the analysis is prepared assuming the amount of liability
outstanding at the end of the reporting period was outstanding for the whole year. The
sensitivity to interest rates used is considered reasonable given the market forecasts
available at the end of the reporting period and under the economic environments in

which the Group operates, with all other variables held constant.

2024 2023
HK$M HK$M
Hong Kong dollar
If interest rates were 0.9% (2023: 0.5%) higher
Post-tax profit for the year (187) (76)
Equity — cash flow hedge reserve 14 10
If interest rates were 0.9% (2023: 0.5%) lower
Post-tax profit for the year 187 76
Equity — cash flow hedge reserve (14) (10)
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3.

Financial risk management (continued)

(@)

Financial risk factors (continued)

(iii) Creditrisk

The Group has no significant concentrations of credit risk with respect to the sales of
electricity as the customer base is widely dispersed in different sectors and industries.
The Group has established a credit policy to allow electricity sale customers to settle
their bills within two weeks after bill issuance. To limit the credit risk exposure, the
Group has a policy to require cash deposits or bank guarantees from customers for an
amount determined from time to time by reference to the usage of the customers, and
in the normal course of events will not exceed the highest expected charge for 60 days.
For all the deposits held, customers are paid a floating market interest rate equivalent
to the HSBC bank saving rate. The customers’ deposits are treated on the statement of
financial position as current liabilities on the basis that they are repayable on demand.
At 31 December 2024, such cash deposits amounted to HK$7,207 million (2023:
HK$6,880 million) and the bank guarantees stood at HK$952 million (2023: HK$919
million).

The Group determines the provision for expected credit losses by grouping together
trade receivables with similar credit risk characteristics and collectively assessing them
for likelihood of recovery, taking into account prevailing economic conditions. The
Group classifies its trade receivables by nature of customer accounts. These include
active accounts and terminated accounts. For trade receivables relating to accounts
which are long overdue with significant amounts or known insolvencies or non-response
to collection activities, they are assessed individually for impairment allowance. The
table below summaries the expected credit losses on the trade receivables of the Group.

Lifetime Gross Lifetime Net
Expected Carrying Expected Carrying
Credit Loss Amount  Credit Loss Amount
Rate HK$M HK$M HK$M
As at 31 December 2024
Active accounts
Provision on individual basis 100.0% 6 3) 3
Provision on collective basis 0.6% 2,574 (16) 2,558
Terminated accounts
Provision on individual basis 100.0% 15 (15) -
Provision on collective basis 26.3% 10 3) 7
2,605 (37) 2,568
As at 31 December 2023
Active accounts
Provision on individual basis 100.0% | 4 ?3) 1
Provision on collective basis 0.6% 2,716 17) 2,699
Terminated accounts
Provision on individual basis 100.0% 9 9) -
Provision on collective basis 27.0% 7 2 5
2,736 (31) 2,705

* Expected credit loss is close to zero as these trade receivables are mostly secured by cash deposits or
bank guarantees from customers and have no recent history of default.

The impaired trade receivables were provided under the allowance account which
balance at 31 December 2024 amounted to HK$37 million (2023: HK$31 million).
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3.

Financial risk management (continued)

(@)

Financial risk factors (continued)

(iii)

(iv)

Credit risk (continued)

On the treasury side, all finance-related hedging transactions and bank deposits of the
Group entities are made with counterparties with good credit quality in conformance
to the Group treasury policies to minimise credit exposure. Good credit ratings from
reputable credit rating agencies is an important criterion in the selection of
counterparties. The credit quality of counterparties will be closely monitored over the
life of the transaction. The Group further assigns mark-to-market limits to its financial
counterparties to reduce credit risk concentrations relative to the underlying size and
credit strength of each counterparty; and regularly monitors potential exposures to all
counterparties utilising value-at-risk methodology.

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and making
available an adequate amount of committed credit facilities with staggered maturities
to reduce refinancing risk in any year and to fund working capital, debt servicing,
dividend payments and capital investments. The Group will fund its committed
contractual maturities through cash flows earned under the terms of the SoC and
financing available under its credit lines and MTN programme.

Group Treasury also performs rolling forecasts for at least 12 months to monitor the
Group’s liquidity requirements to ensure it has sufficient cash to meet operational,
financing and investing needs while maintaining sufficient headroom on its undrawn
committed borrowing facilities at all times to guard against contingency and
uncertainty with consideration that the Group does not breach borrowing limits or
covenants (where applicable) on any of its borrowing facilities. Such forecasting takes
into consideration the Group’s debt financing plans, applicable financial ratios,
covenant compliance, applicable external regulatory or legal requirements, and
potential market impacts arising from unforeseeable events such as currency
restrictions.
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(@) Financial risk factors (continued)
(iv) Liquidity risk (continued)

The table below analyses the remaining contractual maturities at the end of the
reporting period of the Group’s non-derivative financial liabilities, derivative financial
liabilities (both net settled and gross settled) and derivative financial assets (gross
settled) based on the contractual undiscounted cash flows:

Between Between
Within 1and 2to Over
1 year 2 years 5 years 5 years Total
HK$M HK$M HK$M HK$M HK$M
As at 31 December 2024
Non-derivative financial

liabilities
Bank loans 8,842 6,139 1,419 2,130 18,530
Other borrowings 8,049 2,576 13,306 19,712 43,643
Customers’ deposits 7,207 - - - 7,207
SoC reserve accounts - - - 3,172 3,172
Asset decommissioning
liabilities - - - 1,647 1,647
Current accounts with fellow
subsidiaries 1,487 - - - 1,487
Current accounts with joint
ventures 2 - - - 2
Advances from non-controlling
interests 311 - - - 311
Trade payables and other
liabilities * 8,189 51 120 174 8,534
34,087 8,766 14,845 26,835 84,533

* including lease liabilities
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3.

Financial risk management (continued)

(a)

Financial risk factors (continued)

(iv)

Liquidity risk (continued)

As at 31 December 2024

Derivatives financial
- net settled

Forward foreign exchange

contracts

Interest rate swaps

Derivatives financial liabilities -
gross settled
Gross contractual amounts

payable

Forward foreign exchange

contracts

Cross currency interest rate

swaps

Gross contractual amounts

receivable

Forward foreign exchange

contracts

Cross currency interest rate

swaps

Net payable

Derivatives financial assets -
gross settled
Gross contractual amounts

payable

Forward foreign exchange

contracts

Cross currency interest rate

swaps

Gross contractual amounts

receivable

Forward foreign exchange

contracts

Cross currency interest rate

swaps

Net receivable

Total payable

Page 29
Between  Between
Within land 2to Over

1 year 2 years 5 years 5 years Total
HK$M HK$M HK$M HK$M HK$M
() - - - Q)

(20) (16) (10) - (46)
(25) (16) (10) - (51)

20,917 236 - - 21,153

2,182 1,286 11,072 16,778 31,318

23,099 1,522 11,072 16,778 52,471
(20,818) (212) - - (21,030)
(1,776) (955) (10,463)  (16,184)  (29,378)
(22,594) (1,167)  (10,463)  (16,184)  (50,408)

505 355 609 594 2,063
4,728 - - - 4,728
2,383 21 558 - 2,962
7,111 21 558 - 7,690
(4,733) - - - (4,733)
(2,390) (28) (565) - (2,983)
(7,123) (28) (565) - (7,716)
(12) () ) - (26)
493 348 602 594 2,037

F-35



CLP POWER HONG KONG LIMITED

TEBIARAH

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

3. Financial risk management (continued)

(@) Financial risk factors (continued)

(iv)

Liquidity risk (continued)

As at 31 December 2023
Non-derivative financial
liabilities
Bank loans
Other borrowings
Customers’ deposits
SoC reserve accounts
Asset decommissioning
liabilities
Current accounts with fellow
subsidiaries
Advances from non-controlling
interests
Trade payables and other
liabilities *
Dividend payable

* including lease liabilities
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Between Between

Within land 2to Over
1 year 2 years 5 years 5 years Total
HK$M HK$M HK$M HK$M HK$M
11,720 2,153 906 1,478 16,257
1,743 4,008 10,966 21,087 37,804
6,880 - - - 6,880
- - - 2,643 2,643
- - - 1,575 1,575
1,082 - - - 1,082
589 - - - 589
9,126 13 18 1 9,158
2,500 - - - 2,500
33,640 6,174 11,890 26,784 78,488
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3. Financial risk management (continued)

(@) Financial risk factors (continued)

(iv) Liquidity risk (continued)

As at 31 December 2023

Derivatives financial liabilities

- net settled

Forward foreign exchange
contracts

Interest rate swaps

Derivatives financial liabilities -

gross settled

Gross contractual amounts
payable

Forward foreign exchange
contracts

Cross currency interest rate
swaps

Gross contractual amounts
receivable

Forward foreign exchange
contracts

Cross currency interest rate
swaps

Net payable

Derivatives financial assets -
gross settled

Gross contractual amounts
payable

Forward foreign exchange
contracts

Gross contractual amounts
receivable

Forward foreign exchange
contracts

Net receivable

Total payable

Page 31
Between  Between
Within land 2to Over

1 year 2 years 5 years 5 years Total
HK$M HK$M HK$M HK$M HK$M
1 - - - 1

25 13 18 - 56

26 13 18 - 57
7,441 4,133 - - 11,574
1,995 4,398 8,862 17,414 32,669
9,436 8,531 8,862 17,414 44,243
(7,383) (4,061) - - (11,444)
(1,526) (4,164) (8,321)  (16,995)  (31,006)
(8,909) (8,225) (8,321)  (16,995)  (42,450)
527 306 541 419 1,793
16,257 46 - - 16,303
(16,293) (48) - - (16,341)
(36) 2 - - (38)
491 304 541 419 1,755
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3. Financial risk management (continued)
(b) Hedge accounting

The Group seeks to apply, wherever possible, hedge accounting to present its financial
statements in accordance with the economic purpose of the hedging activity. The Group
determines the economic relationship between the hedged items and the hedging instruments
by reviewing the critical terms. As a result, the Group concludes that the risk being hedged for
the hedged items and risk inherent in the hedging instruments are sufficiently aligned. There
is no inherent mismatch in the hedging relationship. Certain ineffectiveness can arise during
the hedging process. The main source of hedge ineffectiveness is considered to be the effects
of re-designation of the hedging relationships and the counterparty credit risks on the hedging
instruments.

For hedges on debt related transactions, the Group applies cross currency interest rate swaps
and interest rate swaps to mitigate exposures arising from the fluctuations in foreign currencies
and/or interest rates of debt. In most of the cases, the hedging instruments have a one-to-one
hedge ratio with the hedged items. In view of the nature of the hedging activities, no significant
ineffectiveness is expected at inception.

For hedges on non-debt related transactions, the Group uses forward contracts to manage its
foreign exchange risk arising from fuel and nuclear purchases obligations, and payments for
major capital projects. The Group hedges a high portion of committed and highly probable
forecast transactions.

The tables below summarise the effect of the hedge accounting on financial position and
performance of the Group:

Cash flow hedges
Amount reclassified from
cash flow hedge reserve and

credited/(charged) to
Favourable / profit or loss
Carrying (Unfavourable) Hedged
amount of changes in fair value Hedging future cash
Notional Hedging used for measuring losses/(gains) Hedge flows no
amount of  Instruments ineffectiveness recognised in Ineffectiveness  Hedged items longer
Hedging assets/ Hedging Hedged  cash flow hedge recognised in 0 affected 0 expected(”
Instruments  (liabilities)  Instruments Items reserve profit or loss profit or loss to occur
HK$M HK$M HK$M HK$M HK$M HK$M HK$M HK$M
As at 31 December 2024
Debt related transactions
Interest rate risk( 23,772 (995) (210) 203 210 - (368)
Non-debt related
transactions
Foreign currency risk 21,554 (35) 4) 5 4 - 66
As at 31 December 2023
Debt related transactions
Interest rate risk(? 24,923 (1,642) (1,174) 1,220 1,188 (14) (160)
Non-debt related
transactions
Foreign currency risk 23,458 (28) 136 (137) (136) - 135
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3. Financial risk management (continued)

(b) Hedge accounting (continued)

Page 33

The tables below summarise the effect of the hedge accounting on financial position and

performance of the Group:

Fair value hedges
Accumulated fair

value hedge

Notional adjustments

amount of Carrying included in

hedging amount  carrying amount

instruments of hedged items of hedged items

HK$M HK$M HK$M
As at 31 December 2024
Debt related transactions

Interest rate risk( 7,791 (7,634) 685
As at 31 December 2023
Debt related transactions

Interest rate risk( 4,332 (4,144) 371

Note:

Favourable/(Unfavourable)
changes in fair value

used for measuring Hedge
ineffectiveness ineffectiveness
Hedging Hedged (credited)/charged to
instruments items finance costs
HK$M HK$M HK$M
(281) 315 (34)

41 (54) 13

(i) Hedge ineffectiveness and amounts reclassified from cash flow hedge reserve on non-debt and debt related transactions were recognised in

fuel and purchase of nuclear electricity and finance costs respectively.

(ii) Interest rate risk included foreign exchange risk in case of foreign currency debts.

The reconciliation of the components in equity that arise in connection with hedge
accounting and an analysis of other comprehensive income by risk category are as follows:

Cash Flow Hedge Reserve

Balance at 1 January 2023

Fair value (losses)/gains
Reclassification to profit or loss

Hedged items affect profit or loss

Transfer to hedged assets

Related deferred tax

Balance at 31 December 2023

Balance at 1 January 2024

Fair value losses

Reclassification to profit or loss
Hedged items affect profit or loss

Transfer to hedged assets

Related deferred tax

Balance at 31 December 2024
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Foreign
Interest  exchange
rate risk"” risk Total
HK$M HK$M HK$M
1) (71) (72)
(1,188) 136 (1,052)
160 (135) 25
- 52 52
169 (8) 161
(860) (26) (886)
(860) (26) (886)
(210) 4) (214)
368 (66) 302
- 34 34
(26) 6 (20)
(728) (56) (784)
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3. Financial risk management (continued)

(b)

(©)

Hedge accounting (continued)

The reconciliation of the components in equity that arise in connection with hedge
accounting and an analysis of other comprehensive income by risk category are as follows:

HK$M
Costs of Hedging Reserve - Foreign currency basis spread
Balance at 1 January 2023 (185)
Changes due to transaction related hedged items
Fair value gains 5
Reclassification to profit or loss 58
Changes due to time-period related hedged items
Fair value gains 233
Reclassification to profit or loss (31)
Related deferred tax (44)
Balance at 31 December 2023 36
Balance at 1 January 2024 36
Changes due to transaction related hedged items
Fair value gains 34
Reclassification to profit or loss (@)
Transfer to hedged assets 1)
Changes due to time-period related hedged items
Fair value gains 412
Reclassification to profit or loss (29)
Related deferred tax (68)
Balance at 31 December 2024 380
Note:

(i) Interest rate risk included foreign exchange risk in case of foreign currency debts.

Fair value estimation and hierarchy of financial instruments

The fair value of financial instruments that are not traded in an active market is determined
by using appropriate valuation techniques and making assumptions that are based on market
conditions existing at the end of each reporting period.

For the Group’s financial instruments that are not measured at fair value, their carrying
values approximate their fair values.

Financial instruments measured at fair value are analysed into the following fair value
measurement hierarchy:

Level 1 —quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 — inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices).

Level 3 — inputs for the asset or liability that are not based on observable market data (that
is, unobservable inputs).
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3.

Financial risk management (continued)

(©)

Page 35

Fair value estimation and hierarchy of financial instruments (continued)

The following table presents the fair value hierarchy for those financial instruments carried
at fair value in the statement of financial position at 31 December.

As at 31 December 2024
Financial assets

Forward foreign exchange contracts
Cross currency interest rate swaps

Interest rate swaps

Financial liabilities

Forward foreign exchange contracts
Cross currency interest rate swaps

Interest rate swaps

As at 31 December 2023
Financial assets

Forward foreign exchange contracts

Interest rate swaps

Financial liabilities

Forward foreign exchange contracts
Cross currency interest rate swaps

Interest rate swaps

Level 1 Level 2 Level 3 Total
HK$M HK$M HK$M  HK$M
6 - 6

21 - 21

46 - 46

73 - 73

125 - 125

1,685 - 1,685

53 - 53

1,863 - 1,863

38 - 38

27 - 27

65 - 65

127 - 127

2,043 - 2,043

48 - 48

2,218 - 2,218

The Group’s policy is to recognise transfers into/out of fair value hierarchy levels as of the
date of the event or change in circumstances that caused the transfer.

During 2024 and 2023, there were no transfers between Level 1 and Level 2 of the fair value

hierarchy.

The valuation technique and inputs used in the fair value measurements within Level 2 are

as follows:

Financial Instruments

Forward foreign exchange
contracts

Cross currency interest rate
swaps

Interest rate swaps

Valuation technique

Discounted cash flow

Discounted cash flow

Discounted cash flow
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3.

Financial risk management (continued)

(d)

Offsetting financial assets and financial liabilities

The following financial assets and liabilities are subject to offsetting, enforceable master
netting arrangements and similar agreements:

At 31 December 2024

Financial assets
Trade and other receivables
Derivative financial instruments

Financial liabilities
Customers’ deposits
Derivative financial instruments

At 31 December 2023

Financial assets
Trade and other receivables
Derivative financial instruments

Financial liabilities
Customers’ deposits
Derivative financial instruments

Notes:
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Related
Effect of offsetting in the consolidation amounts not
statement of financial position offset in the

Financial

Gross Gross Net amounts collateral
amounts amounts included in the Financial received/ Net
recognised offset respective line instruments pledged  Amount®
HK$M HK$M HK$M HK$M HK$M HK$M
2,539 - 2,539 - (2,539) -
52 - 52 (44) @ - 8
2,591 - 2,591 (44) (2,539) 8
7,207 - 7,207 (2,539) (i - 4,668
1,842 - 1,842 (44) - 1,798
9,049 - 9,049 (2,583) - 6,466
2,575 - 2,575 i) (2,575) -
65 - 65 (56) - 9
2,640 - 2,640 (56) (2,575) 9
6,880 - 6,880 (2,575) (i - 4,305
2,217 - 2,217 (56) - 2,161
9,097 - 9,097 (2,631) - 6,466

(i) Under HKFRS, amounts cannot be offset if the rights of set-off are conditional on a future event e.g. default
of payment. “Net amount” column represents the net impact that would be shown on the consolidated
statement of financial position if all set-off rights (e.g. master netting arrangements, collateral arrangements

etc.) were exercised.

(if) For derivative financial instruments, the Group enters into derivative transactions under International Swaps
and Derivatives Association (ISDA) master agreements in which there is a set-off provision. Under certain
circumstances, for example, when a credit event such as a default occurs, all outstanding transactions under
the agreement are terminated, a termination value is then assessed and only a single net amount is payable in
settlement of all transactions. The ISDA agreements do not meet the criteria for offsetting in the consolidated
statement of financial position since the Group does not have any currently legally enforceable right to offset
recognised amounts. The right to offset is enforceable only on the occurrence of future events such as a
default on the bank transactions or other credit events.
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3.

Financial risk management (continued)

(€)

Capital management

The primary objective of the Group's capital management is to safeguard the Group’s ability
to continue as a going concern, maintain a strong credit rating and a healthy capital ratio to
support its business and to enhance shareholder value.

The Group manages its capital structure and makes adjustments to it in light of changes in
economic conditions and business strategies. To maintain or adjust the capital structure, the
Group may adjust the dividend payments to shareholder or raise and repay debts. The
Group’s capital management objectives, policies or processes were unchanged during 2024
and 2023.

The Group monitors capital using “total debt to total capital” ratio. This ratio at 31 December
2024 and 2023 were as follows:

2024 2023

HK$M HK$M

Total debt® 52,259 47,968
Total equity®™ 64,330 62,600
Total capital @ 116,589 110,568
Total debt to total capital ratio 44.8% 43.4%

Notes:

(i) Total debt equals bank loans and other borrowings, excluding perpetual capital securities in 2024

(if) Total equity equals equity plus the advances from non-controlling interests and perpetual capital
securities in 2024

(iii) Total capital equals total debt plus total equity
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4.

Critical accounting estimates and judgements

(a)

(b)

SoC-related accounts

As stipulated in the SoC, the balances in the Tariff Stabilisation Fund and the Rate Reduction
Reserve shall represent liabilities in the financial statements of CLP Power and shall not
accrue to the benefit of its shareholders save as provided for by the SoC. The Group considers
that CLP Power is required under the SoC to discharge its obligations arising from the SoC
upon the expiry of the SoC Agreement such that these account balances meet the definition
of a liability.

Asset impairment

The Group conducts impairment reviews of material non-financial assets whenever events
or changes in circumstances indicate that their carrying amounts may not be recoverable.
The Group also tests annually whether goodwill has suffered any impairment in accordance
with the relevant accounting standards.

Determining whether an asset or a cash generating unit is impaired requires an estimation
of the value in use, which requires the Group to estimate the future cash flows, a growth
rate and a pre-tax discount rate in order to calculate the present value. Where the expected
cash flows are less than the asset’s carrying amount, an impairment loss may arise. During
2024, after reviewing the business environment as well as the Group’s strategies and
performances of the material non-financial assets, management concluded that there was
no impairment for goodwill and other long-lived assets (2023: no impairment for goodwill
and other long-lived assets). It is considered that any reasonably possible changes in the
assumptions used in the models would not affect the goodwill impairment assessment
result at 2024 year end.
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4.

Critical accounting estimates and judgements (continued)

(©)

(d)

Asset retirement obligations

CLP Power has been investing in the transmission and distribution network to supply
electricity to the customers in its supply area in Hong Kong. As CLP Power expects that the
land sites being used for the transmission and distribution network will continue to be used
for the distribution of electricity supply to its customers, it is currently considered remote
that the network would be removed from the existing land sites. Therefore in accordance
with applicable accounting standards, asset retirement obligations for these assets have not
been recognised by CLP Power.

As agreed with the Hong Kong Government, Castle Peak Power Company Limited (CAPCO)
is retiring the coal-fired generation units at Castle Peak “A” Station (CPA) when they reach
the end of their useful lives between 2022 to 2025. At 31 December 2024, three units of CPA
have been retired. Following this retirement, the removal of CPA’s coal-fired generation
units has become probable. In support of the Government’s net-zero carbon emissions targets
in the “Hong Kong’s Climate Action Plan 20507, CAPCO is working on the phase-out of
coal at Castle Peak “B” Station and exploring the ways to convert its gas-fired generation
facilities to operate on green fuels. While it is envisaged that these remaining generation
units will have their roles in supporting the Government’s Climate Action Plan 2050, with
the continuous development in decarbonisation technologies, the removal of these units and
replacement by alternative facilities is possible. Under the SoC, CAPCO makes a periodic
charge to accrue in the statement of financial position a liability balance to be utilised in
discharging asset decommissioning costs if and when incurred. CAPCO considers that the
dismantling obligation for the CPA units is covered under the asset decommissioning
liability accrued under the SoC as at 31 December 2024. While no provision for asset
retirement obligations for the other generation units of CAPCO has been recognised, it is
expected that if such an obligation be incurred, it will be met by the liability accrued and the
cost recovery mechanism under the SoC.

Unbilled revenue

Revenue is measured on the basis of periodic cycle meter readings and includes an estimated
accrual for the value of the electricity consumed from the last meter reading date to the end
of the reporting period. The unbilled revenue is calculated using estimates including
consumption quantity based on electricity sent-out adjusted by loss factors, pattern of
residential and non-residential consumption, weather and certain other factors. Unbilled
revenue of the Group (included in trade and other receivables) totalled HK$1,022 million at
31 December 2024 (2023: HK$1,058 million).
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5. Revenue

The Group’s revenue primarily represents sales of electricity, which is recognised over time, and
is disaggregated as follows:

2024 2023
HK$M HK$M
Revenue from contracts with customers
Sales of electricity — Local 50,649 50,288
Transfer for SoC (from)/to revenue (Note 19) (505) 48
Others 208 185
50,352 50,521
Other revenue 305 109
50,657 50,630
6. Operating profit
2024 2023
HK$M HK$M
Operating profit is stated after charging/(crediting):
Staff costs
Salaries and other costs 1,636 1,515
Retirement benefits costs 190 179
Auditor’s remuneration
Audit 13 10
Permissible non-audit services 3 3
Net loss on disposal of fixed assets 560 340
Net fair value (gain)/loss on non-debt related derivative
financial instruments
- Reclassified from cash flow hedge reserve and
costs of hedging reserve to purchase of nuclear
electricity and fuel (70) 77
- Not qualified for hedge accounting 45 14
Net exchange gain (40) (24)
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7. Finance costs and income
2024 2023
HK$M HK$M
Finance costs
Interest expenses on
Bank loans and overdrafts 778 689
Other borrowings 1,081 1,090
Tariff Stabilisation Fund® 124 114
Customers’ deposits and others 47 47
Lease liabilities 3 2
Finance charges 60 46
Net fair value loss/(gain) on derivative financial instruments
Reclassified from cash flow hedge reserve and costs of
hedging reserve 339 129
Ineffectiveness of cash flow hedges - (14)
Fair value hedges 315 (54)
Ineffectiveness of fair value hedges (34) 13
Not qualified for hedge accounting 2 9
Net fair value (gain)/loss on hedged items in fair value
hedges (315) 54
Other net exchange gain (277) (82)
2,119 2,043
Less: amount capitalised® (537) (608)
1,582 1,435
Finance income
Interest income on
Loans to a joint venture 90 84
Others 25 75
115 159

Note:

(@) Inaccordance with the provisions of the SoC Agreement, CLP Power is required to credit, to a Rate Reduction Reserve
in its financial statements, a charge of the average of one-month Hong Kong Interbank Offered Rate on the average
balance of the Tariff Stabilisation Fund (Note 19).

(b) Finance costs have been capitalised at average interest rate of 3.84% (2023: 3.82%) per annum.

8. Income tax expense

Income tax in the consolidated statement of profit or loss represents the income tax of the Company
and subsidiaries and is analysed below:

2024 2023

HK$M HK$M

Current income tax 1,577 1,353
Deferred tax 523 561
2,100 1,914
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8. Income tax expenses (continued)
Hong Kong profits tax has been provided at the rate of 16.5% (2023: 16.5%) on the estimated
assessable profit for the year. Income tax on profits assessable outside Hong Kong has been

provided at rates prevailing in the respective jurisdictions.

The income tax on the Group’s profit before income tax differs from the theoretical amount that
would arise using the Hong Kong profits tax rate as follows:

2024 2023
HK$M HK$M
Profit before income tax (excluding share of results of joint
ventures) 11,920 11,647
Calculated at an income tax rate of 16.5% (2023: 16.5%) 1,967 1,922
Income not subject to tax (20) (26)
Expenses not deductible for tax purposes 55 50
Effect of direct tax rates in other jurisdictions 18 21
Revenue adjustment for SoC not subject to tax 83 (8)
Tariff rebates deductible for tax purposes (3) (45)
Income tax expense 2,100 1,914
9. Dividends
2024 2023
HK$ HK$
Per share HK$M Per share HK$M
Interim dividends paid/declared 1.84 4,580 1.75 4,350
Final dividend proposed 1.04 2,576 1.05 2,624
2.88 7,156 2.80 6,974
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10. Fixed assets and right-of-use assets

(A) Fixed assets

Plant,
Machinery
and
Buildings Equipment Total
HK$M HK$M HK$M
Net book value at 1 January 2023 19,365 106,093 125,458
Additions 1,315 9,551 10,866
Transfers and disposals (31) (394) (425)
Depreciation (759) (4,431) (5,190)
Net book value at 31 December 2023 19,890 110,819 130,709
Cost 34,247 195,873 230,120
Accumulated depreciation (14,357) (85,054) (99,411)
Net book value at 31 December 2023 19,890 110,819 130,709
Net book value at 1 January 2024 19,890 110,819 130,709
Additions 1,700 8,660 10,360
Transfers and disposals (72) (566) (638)
Depreciation (808) (4,623) (5,431)
Net book value at 31 December 2024 20,710 114,290 135,000
Cost 35,613 202,790 238,403
Accumulated depreciation (14,903) (88,500) (103,403)
Net book value at 31 December 2024 20,710 114,290 135,000
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10. Fixed assets and right-of-use assets (continued)
(B) Right-of-use assets
Prepaid Machinery
Leasehold Landand and
Land ® Buildings® Equipment® Total
HK$M HK$M HK$M HK$M
Net book value at 1 January 2023 6,169 72 1 6,242
Additions 164 1 16 181
Transfers and disposals - 2 - (2
Depreciation (195) (28) (2) (225)
Net book value at 31 December 2023 6,138 43 15 6,196
Net book value at 1 January 2024 6,138 43 15 6,196
Additions - 358 - 358
Depreciation (214) (30) (3) (247)
Net book value at 31 December 2024 5,924 371 12 6,307
Notes:

(a) Prepaid leasehold land represents upfront lease payments, including land premium, on lease of land with

the tenure of 20 to 150 years.

(b) The Group has lease contracts for land and buildings and various items of machinery and equipment used
in its operations. Lease terms are negotiated on an individual basis and contain a wide range of terms and

conditions. Tenures of the leases range from 2 to 10 years.

11. Goodwill and other intangible assets
Capacity .

Goodwill @ Right”®  Others Total

HK$M HK$M HK$M HK$M

Net carrying value at 1 January 2023 5,545 3,362 - 8,907
Additions - 9 385 394
Amortisation - (282) (3) (285)
Net carrying value at 31 December 2023 5,545 3,089 382 9,016
Cost 5,545 5,756 385 11,686
Accumulated amortisation - (2,667) (3) (2,670)
Net carrying value at 31 December 2023 5,545 3,089 382 9,016
Net carrying value at 1 January 2024 5,545 3,089 382 9,016
Additions - 12 446 458
Amortisation - (283) (21) (304)
Net carrying value at 31 December 2024 5,545 2,818 807 9,170
Cost 5,545 5,768 831 12,144
Accumulated amortisation - (2,950) (24) (2,974)
Net carrying value at 31 December 2024 5,545 2,818 807 9,170
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11.

Goodwill and intangible assets (continued)

Notes:

@)

(b)

In accordance with the Group’s accounting policies, the Group has assessed the recoverable amount of
goodwill arising from the acquisition of CAPCO for the corresponding cash generating units and
determined that such goodwill has not been impaired. The recoverable amount of the cash generating units
tested for impairment has been determined based on value in use calculations. The value in use calculations
use cash flow projections as at 31 December 2024 based on the approved Business Plan which has a
forecast covering a period of ten years and with necessary updates incorporated. Projections for a period
of greater than five years have been used on the basis that a longer projection period represents the long
dated nature of our electricity supply assets and a more appropriate reflection of future cash flows from
anticipated legislative, regulatory and structural changes in the industry.

The key assumptions used in the value in use calculations are as follows:

»  Goodwill arising from the acquisition of CAPCO has been allocated to CLP Power and CAPCO as a
combined cash generating unit as the acquisition is considered beneficial to the whole Scheme of
Control business.

*  The electricity tariff for the supply of electricity in meeting the demand of customers in Hong Kong
over the forecast periods is determined with reference to the rate-setting mechanism under the Scheme
of Control.

» The forecast for electricity demand is based on the load forecast to support local infrastructure
development and meeting customer load requirements, maintaining safety and supply reliability, and
meeting environmental requirements.

»  Expenditures for the supply of electricity in meeting the forecast demand are based on committed
purchase contracts where applicable, and inputs on cost trend as specific to the electricity business in
Hong Kong. Such forecast aligns with the projection in the Business Plan for our Hong Kong
electricity business, with capital expenditures upto 2028 aligned with those forecasted in the approved
development plan.

»  Terminal value of the cash generating unit is adopted to estimate the cash flows to be generated for the
periods beyond ten years. This is expressed as a multiple of net asset values which corresponds to our
return model based on fixed assets investment. The terminal value is a multiple of 1.2 times of the net
asset values forecasted as at the end of 2034.

»  The cash flow projections are discounted using a pre-tax discount rate of 9.78% (2023: 9.75%), or a
post-tax return of 8.00% (2023: 8.00%) which reflects the Scheme of Control return rate applicable to
the electricity business in Hong Kong.

Capacity right represents the right to use 50% of the pumped storage capacity of Phase 1 of the

Guangzhou Pumped Storage Power Station in Conghua, Guangzhou and the corresponding right to use
the associated transmission facilities until 2034.
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12. Subsidiaries

The table below lists the subsidiaries of the Group at 31 December 2024

% of Ownership

Page 46

Interest at 31

December 2023 Place of Incorporation /
Name and 2024 Business
Castle Peak Power Company Limited 70% Hong Kong
Castle Peak Power Finance Company Limited* 70% British Virgin Islands
Hong Kong Pumped Storage Development 100% Hong Kong
Company, Limited
CLP Power Hong Kong Financing Limited 100% British Virgin Islands
CLP Power HK Finance Ltd. 100% British Virgin Islands
CLP Energy Infrastructure Limited 100% Hong Kong

* Indirectly held through CAPCO

Summarised financial information of CAPCO which has material non-controlling interests is set

out below:

Results for the year
Revenue

Profit for the year
Other comprehensive income for the year
Total comprehensive income for the year

Dividends paid to non-controlling interests

Net assets
Non-current assets
Current assets
Current liabilities
Non-current liabilities

Cash flows
Net cash inflow from operating activities
Net cash outflow from investing activities
Net cash outflow from financing activities
Net change in cash and cash equivalents
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2024 2023
HK$M HK$M
23,447 24,678
3,146 3,271
124 (201)
3,270 3,070
973 964
44,540 44,939
7,031 7,102
(10,974) (15,875)
(22,695) (18,319)
17,902 17,847
3,983 3,725
(974) (778)
(2,947)

(3,009)
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13. Interests in and loans to joint ventures

(A) ShenGang Natural Gas Pipeline Company Limited

2024 2023
HK$M HK$M
Interests in joint venture - share of net assets 1,010 1,118

ShenGang Natural Gas Pipeline Company Limited (SNGPC) was incorporated in Mainland
China and is 40% owned by the Company’s wholly-owned subsidiary, CLP Energy
Infrastructure Limited. SNGPC owns and operates the Second West-East Natural Gas Pipeline
Hong Kong Branch Line which transports natural gas from Shenzhen to Hong Kong.

Summarised financial information and the Group’s share of the net assets and capital
commitments in SNGPC as at 31 December and its share of the results for the year then ended
are as follows:

2024 2023
HK$M HK$M
Revenue 838 983
Depreciation and amortisation (255) (184)
Interest expenses (72) (25)
Other expenses (167) (156)
Profit before income tax 344 618
Income tax expense (116) (149)
Profit and total comprehensive income for the year 228 469
Group’s share
Profit and total comprehensive income for the year 91 188
Dividends received from SNGPC 163 135
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13. Interests in and loans to joint ventures (continued)

(A) ShenGang Natural Gas Pipeline Company Limited (continued)

(B)

Non-current assets

Cash and cash equivalents

Other current assets

Current financial liabilities (excluding trade and other payables)

Other current liabilities

Non-current financial liabilities (excluding trade and other
payables)

Other non-current liabilities

Net assets

Group’s share of net assets
Group’s share of capital commitments

Hong Kong LNG Terminal Limited

Interests in joint venture - share of net assets
Loans
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2024 2023
HK$M HK$M
4,278 3,123
390 355

42 71
(50) (86)
(112) (94)
(463) (523)
(1,559) (50)
2,526 2,796
1,010 1,118

- 12

2024 2023
HK$M HK$M
2,008 2,028
2,008 2,028

Hong Kong LNG Terminal Limited (HKLTL) is incorporated in Hong Kong and is 70%
owned by CAPCO. The principal activity of HKLTL is to develop, construct, operate,

maintain and own an LNG terminal in Hong Kong and to provide related services.

Pursuant to agreement between shareholders of HKLTL, shareholders’ loan facilities are
provided to HKLTL by the shareholders pro-rata to their shareholdings to finance the
construction of the LNG terminal. The loans to HKLTL are unsecured, carry interest at rates
which are benchmarked to market interest rates. Instalment repayments of the loans have
commenced after the commissioning of the LNG terminal in July 2023 with final maturity at the
end of the related asset lives of the LNG terminal. The current portion of the loans of HK$61
million (2023: HK$60 million) was included in other receivables in the consolidated statement

of financial position.

The expected credit loss of loans to HKLTL is close to zero.
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13. Interests in and loans to joint ventures (continued)
(B) Hong Kong LNG Terminal Limited (continued)

Summarised financial information and the Group’s share of the net assets and commitments in
HKLTL as at 31 December and its share of the results for the year then ended are as follows:

2024 2023

HK$M HK$M
Revenue 785 527
Depreciation and amortisation (267) (123)
Interest expenses (257) (123)
Other expenses (261) (281)
Profit before income tax - -
Income tax expense - -
Profit and total comprehensive income for the year - -
Group’s share
Profit and total comprehensive income for the year - -
Dividends received from HKLTL - -

2024 2023

HK$M HK$M
Non-current assets 5,020 4,973
Cash and cash equivalents - 11
Other current assets 189 114
Current financial liabilities (excluding trade and other payables) (230) (198)
Other current liabilities (198) (223)
Non-current financial liabilities (4,781) (4,677)
Net assets - -
Group’s share of net assets - -
Group’s share of capital commitments 45 72
Group’s share of other commitments in relation to operation of
a floating storage and regasification unit and standby vessels 1,239 1,632
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14.

Derivative financial instruments

Cash flow hedges
Forward foreign exchange contracts
Cross currency interest rate swaps
Interest rate swaps

Fair value hedges
Cross currency interest rate swaps
Interest rate swaps

Not qualified for hedge accounting
Forward foreign exchange contracts

Analysed as:
Current
Non-current
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2024 2023

Assets Liabilities Assets Liabilities
HK$M HK$M HK$M HK$M
1 36 21 49

4 1,026 - 1,669

27 - 27 -

17 659 - 374

19 53 - 48

5 89 17 78

73 1,863 65 2,218

37 588 49 645

36 1,275 16 1,573

73 1,863 65 2,218

As at 31 December 2024, the contractual maturity profile of the hedging instruments from the end
of the reporting period is summarised below:

Forward foreign exchange contracts
Cross currency interest rate swaps
Interest rate swaps
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15.

16.

Bank loans and other borrowings

2024 2023
HK$M HK$M
Current
Short-term bank loans 6,948 4,679
Current portion of
- Long-term bank loans 1,305 6,491
- Notes under MTN programme 3,146 831
- Perpetual capital securities (Note 18(A)) 3,883 -
15,282 12,001
Non-current
- Long-term bank loans 8,621 3,950
- Notes under MTN programme 32,239 32,017
40,860 35,967
Total bank loans and other borrowings 56,142 47,968

During the year, CLP Power Hong Kong Financing Limited issued senior unsecured notes of
HK$625 million (net proceeds of HK$625 million) and AUDS500 million (net proceeds of
HK$2,629 million) under its MTN programme for general corporate purposes of CLP Power. In
addition, senior unsecured notes of US$70 million (net proceeds of HK$548 million) was issued
by Castle Peak Power Finance Company Limited under its MTN programmed for re-financing the
construction of gas-fired generation unit of CAPCO.

As at 31 December 2024 and 2023, all of the Group’s borrowings are either denominated in or
hedged into Hong Kong dollar.

At 31 December 2024, the Group had undrawn bank loans and overdraft facilities of HK$9,730
million (2023: HK$13,088 million)

At 31 December 2024, the carrying amount of bank loans and other borrowings that are subject to
a financial covenant which CAPCO is required to comply with within 12 months after the reporting
period was HK$7,715 million (2023: HK$8,573 million). The entire non-current portion of bank
loans and other borrowings is subject to certain non-financial covenants which the Group is
required to comply with within 12 months after the reporting period. Such non-financial covenants
are terms that are commonly applicable to borrowers based on the prevalent financial market
practice. There are no indications that the Group would have difficulties complying with the
covenants within 12 months after the reporting period.

Advances from other non-controlling interests

The advances from non-controlling interests represented the advances from China Southern Power
Grid International (HK) Co., Limited (CSGHK) to CAPCO. Pursuant to the agreement between the
shareholders of CAPCO, both CLP Power and CSGHK are required to provide shareholders’
advances pro rata to their shareholdings in CAPCO. The advances are unsecured, interest free and
repayable on demand. The advances are denominated in Hong Kong dollar.
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Reserves
Cash Flow Costs of
Translation Hedge Hedging  Retained
Reserve Reserve Reserve Profits Total
HK$M HK$M HK$M HK$M HK$M
Balance at 1 January 2023 (89) (63) (154) 30,592 30,286
Earnings attributable to shareholders - - - 8,914 8,914
Other comprehensive income
Exchange differences on translation of a joint venture (20) - - - (20)
Cash flow hedges
Net fair value losses - (980) - - (980)
Reclassification to profit or loss - 61 - - 61
Tax on the above items - 152 - - 152
Costs of hedging
Net fair value gains - - 211 - 211
Reclassification to profit or loss - - 18 - 18
Tax on the above items - - (38) - (38)
Total comprehensive income attributable to shareholders (20) (767) 191 8,914 8,318
Transfer to fixed assets - 30 - - 30
Dividends paid/declared
2022 final - - - (2,640) (2,640)
2023 interim - - - (4,350) (4,350)
Balance at 31 December 2023 (109) (800) 37 32,516 31,644
Balance at 1 January 2024 (109) (800) 37 32,516 31,644
Earnings attributable to shareholders - - - 8,945 8,945
Other comprehensive income
Exchange differences on translation of a joint venture (38) - - - (38)
Cash flow hedges
Net fair value losses - (217) - - (217)
Reclassification to profit or loss - 306 - - 306
Tax on the above items - (15) - - (15)
Costs of hedging
Net fair value gains - - 396 - 396
Reclassification to profit or loss - - (29) - (29)
Tax on the above items - - (61) - (61)
Total comprehensive income attributable to shareholders (38) 74 306 8,945 9,287
Transfer to fixed assets - 21 (1) - 20
Dividends paid/declared
2023 final - - - (2,624) (2,624)
2024 interim - - - (4,580) (4,580)
Reclassification of perpetual capital securities to other
borrowings (Note 18(A)) - - - 6 6
Balance at 31 December 2024 (147) (705) 342 34,263 33,753
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18.

Perpetual capital securities and Other non-controlling interests

(A) Perpetual capital securities

(B)

A total of US$500 million perpetual capital securities (“Existing Securities™) was issued by
the wholly-owned subsidiary, CLP Power HK Finance Ltd. (CLPPHKFL) in 2019. The
securities are perpetual, non-callable in the first 5.25 years (with issuer call option at par at
any time in the 3 months before 5 February 2025) and entitle the holders to receive
distributions at a distribution rate of 3.55% per annum in the first 5.25 years and at refixed
rate thereafter, payable semi-annually in arrears, cumulative and compounding.

Pursuant to the terms and conditions of the Existing Securities, CLPPHKFL natified the
holders of the perpetual capital securities on 23 December 2024 of its decision to redeem the
securities. Following notification to the holders, the perpetual capital securities were
reclassified from equity to other borrowings (Note 15) as an obligation to deliver cash was
created. They were classified as current financial liabilities at 31 December 2024 and
subsequently redeemed on 24 January 2025.

On 23 January 2025, CLPPHKFL issued US$500 million perpetual capital securities (“New
Securities™) at par to redeem the Existing Securities. The New Securities are perpetual, non-
callable in the first 5.25 years (with issuer call option at par at any time in the 3 months before
23 April 2030) and entitle the holders to receive distributions at a distribution rate of 5.45%
per annum in the first 5.25 years, reset fixed rate thereafter and with fixed step up margins at
year 10.25 and at year 25.25, payable semi-annually in arrears, cumulative and compounding.

The distributions of both Securities are at the Group’s discretion, as long as the issuer and
CLP Power Hong Kong, as guarantor of the securities, do not (a) declare or pay dividends to
their shareholders or (b) cancel or reduce their share capitals within each distribution payment
period.

Other non-controlling interests

Other non-controlling interests included CSGHK’s pro-rata share of HK$5,115 million (2023:
HK$5,115 million) of redeemable shareholder capital of CAPCO. The redeemable
shareholder capital is subordinated, unsecured, interest free and has no fixed terms of
repayment. CAPCO can, at its sole discretion, redeem all or part of the redeemable
shareholder capital at any time after 31 December 2032.

As both the perpetual capital securities (before the notice of redemption) and redeemable
shareholder capital do not contain any contractual obligation to pay cash or other financial assets,
in accordance with HKAS 32, they are classified as equity and regarded as part of non-controlling
interests for accounting purpose.
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19.

Scheme of Control (SoC) reserve accounts

The Tariff Stabilisation Fund and Rate Reduction Reserve of CLP Power are collectively referred to
as SoC reserve accounts. The respective balances at the end of the year are:

2024 2023
HK$M HK$M

SoC reserve accounts
Tariff Stabilisation Fund (A) 3,048 2,529
Rate Reduction Reserve (B) 124 114
3,172 2,643

The movements in SoC reserve accounts during the year are shown as follows:

(A) Tariff Stabilisation Fund

2024 2023
HK$M HK$M
As at 1 January 2,529 2,928
Transfer from Rate Reduction Reserve 114 40
Transfer under the SoC @
- transfer for SoC from/(to) revenue (Note 5) 505 (48)
- charge for asset decommissioning (80) (120)
Special energy saving rebate to customers @ (20) (271)
As at 31 December 3,048 2,529
(i) Under the SoC Agreement, if the gross tariff revenue in a period is less than or exceeds

(i)

(iii)

the total of the SoC operating costs, permitted return and taxation charges, such
deficiency shall be deducted from, or such excess shall be added to, the Tariff
Stabilisation Fund. In any period, the amount of deduction from or addition to the Tariff
Stabilisation Fund is recognised as a revenue adjustment to the extent that the return and
charges under the SoC are recognised in the profit or loss (Note 5).

Under the SoC, a periodic charge to accrue for asset decommissioning is made with
corresponding deferred liabilities recognised in the statement of financial position of the
SoC Companies. The balance of the asset decommissioning liabilities account of
HK$1,647 million (2023: HK$1,575 million) recognised under the SoC represents a
liability of the Group.

The amount represented the adjustments for the 2023 special energy saving rebate
provided to customers.
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19. Scheme of Control (SoC) reserve accounts (continued)
(B) Rate Reduction Reserve
2024 2023
HK$M HK$M
As at 1 January 114 40
Transfer to Tariff Stabilisation Fund (114) (40)
Interest expense charged to profit or loss (Note 7) 124 114
As at 31 December 124 114
20. Deferred tax liabilities
The movement on the deferred tax liabilities account is as follows:
Accelerated Tax Derivative Financial
Depreciation Deferred Revenue Capacity Right Instruments Total
2024 2023 2024 2023 2024 2023 2024 2023 2024 2023
HKSM  HK$M  HK$M  HKSM  HK$M HK$SM  HKSM  HK$M  HKS$M HK$M
At 1 January 15983 15,378 (98) (108) 573 625 (194) (75) 16,264 15,820
Charged/(credited) to profit
or loss 565 605 6 10 (55) (52) 6 @) 522 561
Charged/(credited) to other
comprehensive income 88 (117) 88 (117)
At 31 December 16548 15983 92) (98) 518 573 (100)  (194) 16,874 16,264
21.  Notes to the Consolidated Statement of Cash Flows
(A) Reconciliation of profit before income tax to net cash inflow from operations
2024 2023
HK$M HK$M
Profit before income tax 12,011 11,835
Adjustments for:
Transfer for SoC 505 (48)
Net finance costs 1,518 1,357
Depreciation and amortisation 5,982 5,700
Net loss on disposal of fixed assets 561 340
Share of profits of joint ventures (92) (188)
Net fair value changes in financial instruments and exchange
difference 19 (8)
Increase in customers’ deposits 327 329
(Increase)/decrease in fuel clause account (23) 3,284
Decrease in rent and rates refunds - (126)
Special rebates to customers (20) (271)
(Increase)/decrease in inventory (28) 714
Decrease in trade and other receivables 10 84
Increase in trade payable and other liabilities 42 228
Decrease in current account with ultimate holding company 20 11
Increase/(decrease) in current accounts with fellow subsidiaries 397 (355)
Increase in current accounts with joint ventures 3 -
Net cash inflow from operations 21,233 22,886
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21.  Notes to the Consolidated Statement of Cash Flows (continued)
(B) Reconciliation of liabilities arising from financing activities
Debt-related
Bank Loans Derivative Advances from
and Other Interest Lease Financial  Non-controlling
Borrowings Payables Liabilities Instruments Interests Total
HK$M HK$M HK$M HK$M HK$M HK$M
Balance at 1 January 2023 48,702 249 74 1,370 860 51,255
Change from financing cash flows
Proceeds from long-term borrowings 2,849 - - - - 2,849
Repayment of long-term borrowings (4,490) - - (165) - (4,655)
Increase in short-term borrowings 896 - - - - 896
Payment of principal portion of lease
liabilities - - (32) - - (32)
Interest paid - (1,724)" - - - (1,724)
Decrease in advances from other non-
controlling interests - - - - (271) (271)
Settlement of derivative financial
instruments - - - (175) - (175)
Non-cash changes
Fair value loss of derivative financial
instruments to equity - - - 955 - 955
Additions of leases - - 17 - - 17
Net exchange and translation difference (29) - - (54) - (83)
Interest charged 23 1,765" 2 133 - 1,923
Finance charge amortisation 17 - - - - 17
Balance at 31 December 2023 47,968 290 61 2,064 589 50,972
Balance at 1 January 2024 47,968 290 61 2,064 589 50,972
Change from financing cash flows
Proceeds from long-term borrowings 5,865 - - - - 5,865
Repayment of long-term borrowings (3,226) - - (412) - (3,638)
Increase in short-term borrowings 2,269 - - - - 2,269
Payment of principal portion of lease
liabilities - - (35) - - (35)
Interest paid - (1,789)" - - - (1,789)
Decrease in advances from other non-
controlling interests - - - - (278) (278)
Settlement of derivative financial
instruments - - - (248) - (248)
Non-cash changes
Fair value loss of derivative financial
instruments to equity - - - (203) - (203)
Additions of leases - - 358 - - 358
Net exchange and translation difference (592) - - 315 - 277)
Interest charged 19 1,771 3 155 - 1,948
Finance charge amortisation (42) - - - - (42)
Reclassification of perpetual capital
securities to other borrowings (Note
18(A)) 3,881 - - - - 3,881
Balance at 31 December 2024 56,142 272 387 1,671 311 58,783

* Including capitalised interest
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22.

23.

Commitments

Capital expenditure on fixed assets and intangible assets contracted but not recorded in the
statement of financial position amounted to HK$6,753 million (2023: HK$5,239 million).

Related party transactions

(A) The following is a summary of significant transactions between the Group and related parties,
which were carried out in the normal course of business during the year ended 31 December:

2024 2023
HK$M HK$M

Purchase of electricity from a fellow subsidiary (i) 7,015 6,943
Engineering works rendered by a fellow subsidiary (ii) 489 459
LNG terminal services rendered by a joint venture (iii) 476 308

(i)

(i)

(iif)

CLP Power has arrangements with the fellow subsidiary, Hong Kong Nuclear
Investment Company Limited (HKNIC), to purchase nuclear electricity from
Guangdong Daya Bay Nuclear Power Station (GNPS). The base price paid by CLP
Power for electricity generated by GNPS is determined by a formula based on GNPS’s
operating costs and a calculation of profits with reference to the capacity factors.

The Group has entered into a number of engineering work contracts with a fellow
subsidiary, CLPe Solutions Limited, to develop, construct and maintain the Group’s
electricity supply facilities. The prices of the contracts are determined with reference
to the prevailing market prices.

CAPCO has entered into an arrangement with the joint venture, HKLTL, to receive
LNG terminal use and related LNG storage and regasification services from HKLTL.
The fee charged by HKLTL is mainly to cover the costs incurred in providing the
services.

F-63



CLP POWER HONG KONG LIMITED
hEBARAE Page 58

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

23.

24,

Related party transactions (continued)

(B) Total remuneration of the Company’s directors, who are the key management personnel of
the Group, is as follows:

2024 2023

HK$M HK$M

Fees - -
Salaries, allowances and benefits in kind (Note) 36 29
Provident fund contributions and gratuity payment 3 3
39 32

Note: The nature of these benefits in kind includes electricity allowance, the availability of a
company vehicle for personal use, life insurance and medical benefits.

There are no loans, quasi-loans or other dealings in favour of directors, their controlled bodies
corporate and connected entities (2023: None).

During the year and at the year end, no director of the Company had or has a material interest,

directly or indirectly, in any significant transactions, arrangements and contracts in relation to
the Company’s business to which the Company was or is a party (2023: None).

Ultimate and immediate holding company

The ultimate holding company and the immediate holding company of the Group is CLP Holdings
Limited, a company incorporated in Hong Kong and listed on the Stock Exchange of Hong Kong.
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25. Statement of financial position of the Company

Non-current assets
Fixed assets
Right-of-use assets
Intangible assets
Interests in subsidiaries
Derivative financial instruments

Current assets
Inventory
Trade and other receivables
Fuel clause account
Derivative financial instruments
Current account with ultimate holding company
Current accounts with subsidiaries and fellow subsidiaries
Deposits, bank balances and cash

Current liabilities
Bank loans and other borrowings
Loans from subsidiary companies
Lease liabilities
Customers’ deposits
Derivative financial instruments
Current accounts with subsidiaries and fellow subsidiaries
Trade payables and other liabilities
Dividend payables
Income tax payable

Net current liabilities

Total assets less current liabilities
Financed by:
Equity
Share capital
2,488.32 million shares issued and fully paid
Reserves (Note)
Shareholders’ funds

Non-current liabilities
Bank loans
Loans from subsidiary companies
Lease liabilities
Deferred tax liabilities
Derivative financial instruments
Scheme of Control reserve accounts
Other non-current liabilities

Equity and non-current liabilities
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2024 2023
HK$M HKS$M
92,302 88,042
47,014 40,301
775 373
19,765 20,440
18 1
159,874 149,157
37 43
3,061 3,089
370 328

7 14

44 63

175 172

97 256
3,791 3,965
(1,918) (2,069)
(6,713) (831)
(2,936) (2,707)
(7,207) (6,880)
(501) (554)
(3,638) (3,448)
(5,016) (4,407)
- (2,500)
(375) (747)
(28,304) (24,143)
(24,513) (20,178)
135,361 128,979
20,400 20,400
31,742 29,510
52,142 49,910
1,700 1,238
22,643 26,508
41,581 35,141
11,978 11,343
1,117 1,294
3,172 2,643
1,028 902
83,219 79,069
135,361 128,979

Betty Yuen Law Ka Chun
Chairman Managing Director
13 February 2025
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25. Statement of financial position of the Company (continued)
Note:
Cash Flow Costs of
Hedge Hedging Retained
Reserve Reserve Profits Total
HK$M HK$M HK$M HK$M
Balance at 1 January 2023 (44) (81) 28,180 28,055
Total comprehensive income for the year (555) 120 8,880 8,445
Dividends paid/declared
2022 final - - (2,640) (2,640)
2023 interim - - (4,350) (4,350)
Balance at 31 December 2023 (599) 39 30,070 29,510
Balance at 1 January 2024 (599) 39 30,070 29,510
Total comprehensive income for the year 78 216 9,142 9,436
Dividends paid/declared
2023 final - - (2,624) (2,624)
2024 interim - - (4,580) (4,580)
Balance at 31 December 2024 (521) 255 32,008 31,742
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Overview

In Hong Kong, CLP Power Hong Kong Limited (CLP Power) operates a vertically integrated electricity
generation, transmission and distribution business. The generating plants in Hong Kong are owned by
Castle Peak Power Company Limited (CAPCO), in which CLP Power owned 70%. CLP Power builds and
operates CAPCO’s power stations under contract and is the sole customer for CAPCO’s electricity which
CLP Power transmits and distributes to its customers in Kowloon, New Territories and most of the outlying
islands. CLP Power owns the transmission and distribution network.

Since financial year 1964, the electricity-related operations of CLP Power and CAPCO (the SoC
Companies) have been governed by a Scheme of Control (SoC) Agreement with the Hong Kong
Government. The SoC specifies the SoC Companies’ obligations to supply adequate and reliable electricity
supplies to customers at the lowest reasonable cost and the mechanism for the Hong Kong Government to
monitor their financial affairs and operating performance. In return, CLP Power is allowed to charge tariffs
designed to recover the operating costs (including tax) and allowed net return of the SoC Companies.

The current SoC took effect from 1 October 2018 and covers a term of over 15 years ending on 31
December 2033. The SoC contains a provision to give the SoC Companies protection for stranded costs,
which may arise as a result of future changes to the market structure which adversely impact on the SoC
Companies’ ability to recover and to earn returns on existing investments made in good faith in accordance
with the SoC. These costs will include the costs of investments, fuel and power purchase agreements
previously approved by the Hong Kong Government. If stranded costs arise after the SoC Companies have
implemented mitigation measures reasonably required by the Hong Kong Government, the SoC Companies
are entitled to recover them from the market, consistent with international practice. Three years before
market changes are introduced, the SoC Companies and the Hong Kong Government will agree on the
amount of stranded costs and the mechanism for their recovery by the SoC Companies.

Tariff Setting Mechanism

For each year, CLP Power designs the total tariff it charges to cover the SoC Companies’ operating costs
and allowed net return. The total tariff consists of the following components:

(i) basic tariff rate which is derived by taking into account the annual forecast of (a), (b) and (c) below,
using the formula “(a-b)/c”:

(a) the allowed net return and operating costs including the standard cost of fuels; generation,
transmission, distribution and administration expenses; depreciation; interest expenses; and
taxes;

(b) 80% of the profit on electricity sales to Mainland China; and

(c) local unit sales as determined by the load forecast.

(i) fuel clause charge or rebate (Fuel Cost Adjustment) which represents the difference between the
cost of fuels (including natural gas, coal and oil) and the standard cost recovered through the basic
tariff rate. The Fuel Cost Adjustment may be adjusted from time to time, including on a monthly
basis, to reflect changes in the cost of fuels consumed by the SoC Companies for the generation of
electricity.

Any difference between the actual profit for SoC operations and the permitted return for the year is
transferred to or from a Tariff Stabilisation Fund. The Tariff Stabilisation Fund does not form part of
distributable shareholders’ funds and represents a liability in the accounts of CLP Power. A charge on the
average balance of the Tariff Stabilisation Fund is credited to a Rate Reduction Reserve in the accounts of
CLP Power, which balance as at the end of each year is to be transferred to the Tariff Stabilisation Fund in
the following year.
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Permitted and Net Return
The permitted and net return that the SoC Companies are allowed under the SoC are calculated as follows:
e The annual permitted return under the SoC is 8% of the SoC Companies’ average net fixed assets.

e The net return under the SoC is the permitted return after the deduction or adjustment of the following
items:

(@) interest up to a maximum of 7% per annum on borrowed capital arranged for financing fixed assets;
(b) a charge of the average one-month Hong Kong Interbank Offered Rate on the average balance of
the Tariff Stabilisation Fund under the SoC, which is credited to the Rate Reduction Reserve;
(c) an excess capacity adjustment of 8% less an allowed interest charge up to 7% per annum on the
average related excess capacity expenditure;

(d) interest up to 7% per annum on the increase in average balance of the customers’ deposits in excess
of the balance as at 30 September 1998; and

(e) performance-linked incentives / penalties adjustments

Category % incentives (+) / penalties (-)

Operation performance in the range of -0.05% to +0.05% on average net fixed assets
related incentives /

penalties

Energy efficiency and e amaximum of 0.315% on average net fixed assets
renewable performance * incentive of 10% of renewable energy certificates sales
incentives revenue

o five-year energy saving and renewable energy connections
incentives with a maximum of 0.11% on the average net
fixed assets at the final year of the five-year period

Demand response reduction | a maximum of 0.025% on average net fixed assets

incentive

Large-scale electricity a maximum of 0.03% on average net fixed assets for each single

supply interruption penalty | large-scale electricity supply interruption incident

(effective from 2024)

The net return is divided between the SoC Companies in accordance with the provisions of the agreements
between the SoC Companies. These provisions state that each company will receive that proportion of the
total net return represented by the net return that company would receive if it were the only company under
the SoC and the net return were calculated solely on the basis of its own financial statements.

Under the SoC, 65% of the energy efficiency incentives earned by the SoC Companies are to be contributed
to a CLP Community Energy Saving Fund (CESF) to support programmes in promotion of energy
efficiency, use of renewable energy, the disadvantaged groups and other programmes as agreed with the
Hong Kong Government. In addition, a new mechanism to provide additional financial support (special
tariff relief) by the SoC Companies in the event of severe international fuel crisis capped at HK$180 million
has become effective from 2024 to help targeted residential customers most in need of support.

The calculations shown on next page are in accordance with the SoC and the agreements between the SoC
Companies.
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SCHEME OF CONTROL STATEMENT (CONTINUED)

(CLP Power Hong Kong Limited and Castle Peak Power Company Limited)

Scheme of Control Revenue

Expenses
Operating costs
Fuel
Purchases of nuclear electricity
Provision for asset decommissioning
Depreciation
Operating interest
Taxation

Profit after taxation

Interest on increase in customers’ deposits

Interest on borrowed capital

Adjustment for performance incentives

Profit for Scheme of Control

Transfer (to)/from Tariff Stabilisation Fund

Permitted Return

Deduct Interest on / Adjustment for
Increase in customers’ deposits as above
Borrowed capital as above

Performance incentives as above
Tariff Stabilisation Fund to Rate Reduction Reserve

Net Return

CESF Contribution

Net Return after CESF Contribution
Divisible as follows:

CLP Power
CAPCO

CLP Power’s share of Net Return after CESF Contribution

CLP Power
Interest in CAPCO
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2024 2023
HK$M HK$M
50,804 50,455
5,571 5,336
19,713 20,974
5,800 5,802
80 120
5,683 5,380
1,407 1,154
2,112 1,933
40,366 40,699
10,438 9,756
39 37
1,700 1,539
(481) (642)
11,696 10,690
(425) 168
11,271 10,858
39 37
1,700 1,539
(481) (642)
124 114
1,382 1,048
9,889 9,810
(238) (230)
9,651 9,580
6,536 6,351
3,115 3,229
9,651 9,580
6,536 6,351
2,180 2,261
8,716 8,612




EXHIBIT B

AUDITED CONSOLIDATED FINANCIAL STATEMENTS
AND SCHEME OF CONTROL STATEMENT
OF CLP POWER HONG KONG LIMITED
FOR THE YEAR ENDED 31ST DECEMBER, 2023

The information in this Exhibit B has been extracted from the audited consolidated financial
statements and Scheme of Control Statement of the Guarantor for the year ended 31st
December, 2023. References to page numbers in this Exhibit B are to pages of such
documents.
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF CLP POWER HONG KONG LIMITED

HEFTARAHE

(Incorporated in Hong Kong with limited liability)

Opinion
What we have audited

The consolidated financial statements of CLP Power Hong Kong Limited (the “Company”) and its
subsidiaries (the “Group”), which are set out on pages 9 to 62, comprise:

o the consolidated statement of financial position as at 31 December 2023;
o the consolidated statement of profit or loss for the year then ended;

o the consolidated statement of profit or loss and other comprehensive income for the year then
ended;

¢ the consolidated statement of changes in equity for the year then ended;
o the consolidated statement of cash flows for the year then ended; and

e the notes to the consolidated financial statements, comprising material accounting policy
information and other explanatory information.

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 December 2023, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.

Basis for Opinion
We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued
by the HKICPA. Our responsibilities under those standards are further described in the Auditor’s

Responsibilities for the Audit of the Consolidated Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF CLP POWER HONG KONG LIMITED (CONTINUED)
TEBEARAH

(Incorporated in Hong Kong with limited liability)

Independence

We are independent of the Group in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (“the Code”), and we have fulfilled our other ethical responsibilities in accordance with
the Code.

Other Information

The directors of the Company are responsible for the other information. The other information
comprises the information included in the directors’ report and the Scheme of Control Statement,
but does not include the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Directors for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with HKFRSs issued by the HKICPA and
the Hong Kong Companies Ordinance, and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to
liquidate the Group or to cease operations, or have no realistic alternative but to do so.
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF CLP POWER HONG KONG LIMITED (CONTINUED)
TEBEARAH

(Incorporated in Hong Kong with limited liability)
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report our opinion solely to you, as a body,
in accordance with Section 405 of the Hong Kong Companies Ordinance, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the contents of
this report. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going concern.
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF CLP POWER HONG KONG LIMITED (CONTINUED)
TEBEARAH

(Incorporated in Hong Kong with limited liability)

o Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group audit.
We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 21 February 2024
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CLP POWER HONG KONG LIMITED
HEBARAH

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FOR THE YEAR ENDED 31 DECEMBER 2023

Revenue

Expenses
Fuel
Purchases of nuclear electricity
Staff expenses
Net other operating expenses
Depreciation and amortisation

Operating profit

Finance costs

Finance income

Share of results of joint ventures, net of income tax
Profit before income tax

Income tax expense

Profit for the year

Earnings attributable to:
Shareholders
Perpetual capital securities holders
Non-controlling interests

The notes on pages 15 to 62 are an integral part of these consolidated financial statements.
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Note

23
23

10,11

Page 9

2023 2022
HK$M HK$M
50,630 50,600
(21,014) (21,963)
(5,802) (5,822)
(1,694) (1,627)
(3,497) (3,239)
(5,700) (5,654)
(37,707) (38,305)
12,923 12,295
(1,435) (974)
159 137
188 194
11,835 11,652
(1,914 (1,907)
9,921 9,745
8,914 8,758
139 139
868 848
9,921 9,745




CLP POWER HONG KONG LIMITED
REBTARAE Page 10

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME
FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022
HK$M HK$M
Profit for the year 9,921 9,745
Other comprehensive income
Items that can be reclassified to profit or loss
Cash flow hedges (857) 201
Costs of hedging 221 (a71)
Exchange differences on translation (20) (97)
Other comprehensive income for the year, net of tax (656) (67)
Total comprehensive income for the year 9,265 9,678
Total comprehensive income attributable to:
Shareholders 8,318 8,710
Perpetual capital securities holders 139 139
Non-controlling interests 808 829
9,265 9,678

The notes on pages 15 to 62 are an integral part of these consolidated financial statements.
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CLP POWER HONG KONG LIMITED
HEBARAH

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2023

Note
Non-current assets
Fixed assets 10
Right-of-use assets 10
Goodwill and other intangible assets 11
Interests in and loans to joint ventures 13
Derivative financial instruments 14

Current assets
Inventory-stores and fuel
Trade and other receivables
Fuel clause account
Derivative financial instruments 14
Current account with ultimate holding company
Current accounts with fellow subsidiaries
Current account with joint ventures
Deposits, bank balances and cash

Current liabilities

Bank loans and other borrowings 18
Customers’ deposits

Derivative financial instruments 14
Current accounts with fellow subsidiaries

Advances from other non-controlling interests 15

Trade payables and other liabilities
Dividend payable
Income tax payable

Net current liabilities

Total assets less current liabilities
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2023 2022
HK$M HK$M
130,709 125,458
6,196 6,242
9,016 8,907
3,146 2,937
16 74
149,083 143,618
1,807 2,521
3,429 3,449
328 3,543
49 46
63 74
163 101
2 2
374 359
6,215 10,095
(12,001) (8,022)
(6,880) (6,551)
(645) (671)
(1,082) (1,375)
(589) (860)
(9,124) (7,895)
(2,500) (2,500)
(972) (1,457)
(33,793) (29,331)
(27,578) (19,236)

121,505 124,382




CLP POWER HONG KONG LIMITED
HEBARAH

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

AS AT 31 DECEMBER 2023

Financed by:
Equity
Share capital

2,488.32 million shares issued and fully paid

Reserves

Shareholders’ funds

Perpetual capital securities
Other non-controlling interests

Non-current liabilities
Bank loans and other borrowings
Deferred tax liabilities
Derivative financial instruments
Scheme of Control (SoC) reserve accounts
Asset decommissioning liabilities
Other non-current liabilities

Equity and non-current liabilities

Betty Yuen Law Ka Chun
Chairman Managing Director
21 February 2024

Note

16

17
17

18
20
14
19
19

Page 12

2023 2022
HK$M HK$M
20,400 20,400
31,644 30,286
52,044 50,686
3,887 3,887
6,080 6,223
62,011 60,796
35,967 40,680
16,264 15,820
1,573 1,025
2,643 3,094
1,575 1,463
1,472 1,504
59,494 63,586
121,505 124,382

The notes on pages 15 to 62 are an integral part of these consolidated financial statements.
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CLP POWER HONG KONG LIMITED

TEBIARAH

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2023

Balance at 1 January 2022

Profit for the year

Other comprehensive income for the year

Transfer to fixed assets

Dividends paid/declared
2021 final
2022 interim

Distributions to perpetual capital securities
holders

Dividends paid to other non-controlling
interests

Balance at 31 December 2022

Balance at 1 January 2023

Profit for the year

Other comprehensive income for the year

Transfer to fixed assets

Dividends paid/declared
2022 final
2023 interim

Distributions to perpetual capital securities
holders

Dividends paid to other non-controlling
interests

Balance at 31 December 2023

Page 13
Attributable to Shareholders Perpetual Other Non-

Share Capital controlling Total
Capital Reserves  Total  Securities Interests Equity
HK$M HK$M HK3$M HK$M HK$M HK$M

20,400 27,880 48,280 3,887 6,322 58,489

- 8,758 8,758 139 848 9,745

- (48) (48) - (19) (67)

- 46 46 - 19 65
(2,050) (2,050) - - (2,050)

- (4,300) (4,300) - - (4,300)

- - - (139) - (139)

- - - - (947) (947)
20,400 30,286 50,686 3,887 6,223 60,796
20,400 30,286 50,686 3,887 6,223 60,796
- 8,914 80914 139 868 9,921

- (596) (596) - (60) (656)

- 30 30 - 13 43
(2,640) (2,640) - - (2,640)

- (4,350)  (4,350) - - (4,350)

- - - (139) - (139)

- - - - (964) (964)
20,400 31,644 52,044 3,887 6,080 62,011

The notes on pages 15 to 62 are an integral part of these consolidated financial statements.
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CLP POWER HONG KONG LIMITED
HEBARAH

(Incorporated in Hong Kong with limited liability)

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2023

Operating activities
Net cash inflow from operations
Income tax paid

Net cash inflow from operating activities

Investing activities
Capital expenditure
Addition of other intangible assets
Proceeds from disposal of fixed assets
Capitalised interest paid
Dividends received from a joint venture
Interest received
Increase in loans to a joint venture

Net cash outflow from investing activities

Net cash inflow before financing activities

Financing activities
Increase/(decrease) in short-term borrowings
Proceeds from long-term borrowings
Repayment of long-term borrowings
Payment of principal portion of lease liabilities
Interest paid
(Decrease)/increase in advances from other non-controlling
interests
Distributions paid to perpetual capital securities holders
Dividends paid to shareholders
Dividends paid to other non-controlling interests
Net cash outflow from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Analysis of cash and cash equivalents
Deposits, bank balances and cash

The notes on pages 15 to 62 are an integral part of these consolidated financial statements.
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Note

21(A)

21(B)

Page 14
2023 2022
HK$M HK$M
22,886 14,802
(1,838) (1,076)
21,048 13,726
(9,460) (10,069)
(394) 4)
43 40
(588) (347)
135 218
46 1
(198) (675)
(10,416) (10,836)
10,632 2,890
896 (146)
2,849 5,971
(4,655) (2,871)
(32) (25)
(1,311) (904)
(271) 28
(139) (139)
(6,990) (6,350)
(964) (947)
(10,617) (5,383)
15 (2,493)
359 2,852
374 359
374 359
374 359




CLP POWER HONG KONG LIMITED
hEBARAE Page 15

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

1.

General information

The Company is a limited liability company incorporated in Hong Kong. The address of its
registered office is 8 Laguna Verde Avenue, Hung Hom, Kowloon, Hong Kong.

The principal activity of the Company continues to be the generation and supply of electricity.
Particulars of the Company’s subsidiaries are set out in Note 12. The Company and its subsidiaries
are collectively referred to as the “Group” in the financial statements.

The financial operations of CLP Power Hong Kong Limited (CLP Power) and its major subsidiary,
Castle Peak Power Company Limited, (collectively the SoC Companies) are governed by the SoC
Agreement entered with the Hong Kong Government. The main features of the SoC Agreement
are summarised on pages 63 to 64, which are unaudited by PricewaterhouseCoopers.

These financial statements have been approved by the Board of Directors on 21 February 2024.
Material accounting policies

The material accounting policies applied in the preparation of these financial statements are set out
below:

(a) Basis of preparation

The financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (HKFRS) issued by the Hong Kong Institute of Certified Public
Accountants (HKICPA) and requirements of the Hong Kong companies Ordinance (Cap.
622).

The preparation of financial statements in conformity with HKFRS requires the use of
certain critical accounting estimates. It also requires management to exercise their judgement
in the process of applying the Group’s accounting policies. The areas involving a higher
degree of judgement or complexity, or areas where assumptions and estimates are significant
to the consolidated financial statements are disclosed in Note 4.

(i) Amendments to HKFRS effective 1 January 2023

There have been a number of amendments to standards effective in 2023. Amendments
which are applicable to the Group include:

e Amendments to HKAS 1 and HKFRS Practice Statement 2 Disclosure of
Accounting Policies: require entities to disclose their material rather than
significant accounting policies, and provide guidance to help entities apply
materiality judgements to accounting policies disclosures;

¢ Amendments to HKAS 8 Definition of Accounting Estimates: clarify the
distinction between changes in accounting estimates, changes in accounting
policies and correction of errors;

e Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities
arising from a Single Transaction: require entities to recognise deferred tax on
transactions that, on initial recognition, give rise to equal amount of taxable
and deductible temporary differences; and
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CLP POWER HONG KONG LIMITED
hEE AR AE Page 16

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2.

Material accounting policies (continued)

(@)

(b)

Basis of preparation (continued)
(i) Amendments to HKFRS effective 1 January 2023 (continued)

e Amendments to HKAS 12 International Tax Reform — Pillar Two Model
Rules: provide a mandatory temporary relief from the requirement to recognise
and disclose deferred taxes arising from the jurisdictional implementation of
the Pillar Two model rules, and provide disclosure requirements for the
affected entities to facilitate understanding of the exposure to these rules.

The adoption of these amendments has had no significant impact on the results and
financial position of the Group. The Group has not changed its material accounting
policies or make retrospective adjustments as a result of adopting these amendments.

(i) Amendments to HKFRS and revised interpretation effective after 2023

The following amendments to standards and revised interpretation, which may be
applicable to the Group, have been issued and are effective after 2023. The Group has
not elected to early adopt these pronouncements in 2023. These pronouncements are not
expected to have material impact on the results or the financial position of the Group.

e  Amendments to HKAS 1 Classification of Liabilities as Current or Non-current

e  Amendments to HKAS 1 Non-current Liabilities with Covenants

e Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture

e HK Interpretation 5 (Revised) Presentation of Financial Statements —
Classification by the Borrower of a Term Loan that Contains a Repayment on
Demand Clause

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company
and its subsidiaries made up to 31 December and include the Group’s interests in joint
ventures on the basis as set out in Notes 2(c) below.

Subsidiaries are entities over which the Group has control. The Group controls an entity
when the Group is exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power to direct the activities
of the entity.

A subsidiary company is fully consolidated from the date on which control is transferred to the
Group. It is deconsolidated from the date that control ceases.

Inter-company transactions and balances within the Group are eliminated on consolidation.
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CLP POWER HONG KONG LIMITED
REBTARAE Page 17

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2. Material accounting policies (continued)

(©

(d)

Joint ventures

A joint venture is an arrangement in which the Group has joint control, whereby the Group has
rights to the net assets of the arrangement, rather than rights to its assets and obligation for its
liabilities. Joint control is the contractually agreed sharing of control of an arrangement, which
exists only when decisions about the relevant activities require unanimous consent of the
parties sharing control.

Investments in joint ventures are accounted for using the equity method. They are initially
recognised at cost. Subsequent to initial recognition, the consolidated financial statements
include the Group’s share of post-acquisition profit or loss and other comprehensive income,
until the date on which joint control ceases. Distributions received from the joint ventures
reduce the carrying amounts of the investments.

Fixed assets

Fixed assets are stated at cost less accumulated depreciation and accumulated impairment
losses. Cost includes expenditure that is directly attributable to the acquisition of the fixed
assets. Subsequent costs are included in the asset’s carrying amount or recognised as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be measured
reliably. For any asset replacement, the carrying amount of the replaced part is derecognised.
All other repairs and maintenance are charged to profit or loss in the period in which they
are incurred.

Depreciation of fixed assets is based on the rates which reflect the pattern in which the assets’

economic benefits are consumed.

(i) Inrespect of the fixed assets, the net book values as at 31 December 2013 are being written
off uniformly over the remainder of their useful lives as set out in (iii) below.

(ii) Fixed assets commissioned on or after 1 January 2014 are depreciated on a straight-line
basis over the useful lives as set out in (iii) below commencing from the date of
commissioning.
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CLP POWER HONG KONG LIMITED
hEBARAE Page 18

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2. Material accounting policies (continued)

(d)

(€)

Fixed assets (continued)

(iii) Useful lives of fixed assets

Cable tunnels 100 years
Buildings and civil structures at power stations 35 years
Ash lagoon 35 years
Other buildings and civil structures 60 years
Generating plants 25 — 50 years*
Overhead lines (33 kV and above) 60 years
Overhead lines (below 33 kV) 45 years
Cables 60 years
Switchgear and transformers 50 years
Substation miscellaneous 25 years
Meters 15 years
System control equipment, furniture, tools,

communication and office equipment 10 years
Computers and office automation equipment other than

those forming part of the generating plant 5 years
Motor vehicles and marine craft 5 years
Refurbished or improved assets Remaining original life

plus any life extension

* Useful lives of certain generating plants have been extended by 10 — 25 years after mid-life
refurbishments

The gain or loss on disposal of a fixed asset is the difference between the net sales proceeds
and the carrying amount of the relevant asset, and is recognised in profit or loss.

The assets’ residual values and useful lives are reviewed and adjusted, if appropriate, at the
end of each reporting period. An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its estimated recoverable
amount.

Right-of-use assets

The Group as a lessee recognises right-of-use assets at the commencement date of the lease
(i.e. the date the underlying asset is available for use). Right-of-use assets are measured at cost,
less any accumulated depreciation and impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Right-of-use assets are depreciated on
a straight-line basis over the shorter of the lease term or the estimated useful lives of the assets.
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CLP POWER HONG KONG LIMITED
hEBARAE Page 19

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2. Material accounting policies (continued)

)

(9)

Goodwill and other intangible assets
(i) Goodwill

Goodwill arises on the acquisition of subsidiaries and represents the excess of the
consideration transferred, the amount of any non-controlling interest in the acquiree and
the acquisition-date fair value of any previous equity interest in the acquiree over the
fair value of the identifiable net assets acquired.

For the purpose of impairment testing, goodwill acquired in a business combination is
allocated to each of the cash generating units (CGU), or groups of CGUs, that is
expected to benefit from the synergies of the combination. Each unit or group of units
to which the goodwill is allocated represents the lowest level within the entity at which
the goodwill is monitored for internal management purposes.

Goodwill impairment reviews are undertaken at least annually or if events or changes
in circumstances indicate a potential impairment. The carrying value of the CGU
containing the goodwill is compared to the recoverable amount, which is the higher of
value in use and the fair value less costs of disposal. Any impairment is recognised
immediately as an expense and is not subsequently reversed.

(if) Other intangible assets

Intangible assets other than goodwill are measured initially at cost or, if acquired in a
business combination, fair value at the acquisition date. An intangible asset with a finite
useful life is amortised on a straight-line basis over its useful life and carried at cost less
accumulated amortisation and accumulated impairment losses.

Derivative financial instruments and hedging activities

A derivative is initially recognised at fair value on the date a derivative contract is entered
into and is subsequently remeasured at fair value. The method of recognising the resulting
gain or loss depends on whether the derivative is designated as a hedging instrument, and if
s0, the nature of the item being hedged. The Group designates certain derivatives as either
hedges of the fair value of recognised financial assets or financial liabilities or firm
commitment (fair value hedges) or hedges of the cash flows of recognised financial assets or
financial liabilities or highly probable forecast transactions (cash flow hedges).

The Group documents at the inception of the transaction the intended relationship between
hedging instruments and hedged items, as well as its risk management objectives and strategy
for undertaking hedge transactions. The Group also documents its assessment, both at hedge
inception and on an ongoing basis, of whether the hedging relationship meets the hedge
effectiveness requirements.
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CLP POWER HONG KONG LIMITED
hEBARAE Page 20

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2.

Material accounting policies (continued)

(9)

Derivative financial instruments and hedging activities (continued)

(i)

(i)

(iii)

(iv)

Fair value hedges

Changes in the fair values of derivatives that are designated and qualify as fair value
hedges are recognised in profit or loss, which offset any changes in the fair values
recognised in profit or loss of the corresponding hedged asset or liability that are
attributable to the hedged risk and achieve the overall hedging result.

Cash flow hedges

The effective portion of changes in the fair values of derivatives that are designated and
qualify as cash flow hedges is recognised in other comprehensive income. The gain or
loss relating to the ineffective portion is recognised immediately in profit or loss.

Amounts accumulated in equity are reclassified to profit or loss in the periods when the
hedged items affect profit and loss. However, when the highly probable forecast
transaction that is hedged results in the recognition of a non-financial asset, the gains and
losses previously deferred in equity are transferred from equity and included in the initial
measurement of the cost of the asset at the time of acquisition.

When a hedging instrument expires, or is sold, or terminated, or when a hedge no longer
meets the criteria for hedge accounting, hedge accounting is discontinued prospectively.
Any cumulative gain or loss remains in equity at that time is accounted for according to
the nature of the underlying transactions (as discussed above) once the hedged cash flow
occurs. When a forecast transaction is no longer expected to occur, the cumulative gain
or loss that has been recorded in equity is reclassified to profit or loss immediately.

Derivatives not qualifying for hedge accounting

Certain derivative financial instruments do not qualify for hedge accounting. Changes
in the fair values of these derivative financial instruments are recognised immediately in
profit or loss.

Costs of hedging

Foreign currency basis spread of financial instruments may be separated and excluded
from the designated hedging instruments. In such case, the Group treats the excluded
elements as costs of hedging. The fair value changes of these elements are recognised
in a separate component of equity. For time-period related hedged items, these elements
at the date of designation (to the extent that it relates to the hedged item) are amortised
on a systematic and rational basis to profit or loss over the hedging period. For
transaction related hedged items, the cumulative change of these elements is included
in the initial carrying amount of any non-financial asset recognised when the hedged
transaction occurs or is recognised in profit or loss if the hedged transaction affects
profit or loss.
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CLP POWER HONG KONG LIMITED
REBTARAE Page 21

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

2. Material accounting policies (continued)

(h)

(i)

1)

(k)

Trade and other receivables

Trade and other receivables are recognised initially at transaction price and subsequently stated
at amortised cost using the effective interest method, less allowances for expected credit losses.
The Group measures the loss allowance for its trade receivables at an amount equal to the
lifetime expected credit losses. The amount of expected credit losses (or reversal) that is
required to adjust the loss allowance at the reporting date to its recognised amount is recognised
in profit or loss, as an impairment loss or a reversal of an impairment loss. Trade and other
receivables are written off (either partially or in full) when there is no reasonable expectation
of recovery.

Expected credit losses are a probability-weighted estimate of credit losses (i.e. the present
value of all cash shortfalls) over the expected life of the trade receivables. Expected credit
losses on trade receivables are calculated by using the provision matrix approach. Trade
receivables are categorised by common risk characteristics that are representative of the
customers’ abilities to pay all amounts due in accordance with the contractual terms. The
provision matrix is determined based on historical observed default rates over the expected life
of the trade receivables and is adjusted for forward-looking estimates. At every reporting date
the historical observed default rates are updated and changes in the forward-looking estimates
are analysed.

Impairment on other receivables is measured as either 12-month expected credit losses or
lifetime expected credit losses, depending on whether there has been a significant increase in
credit risk since initial recognition. If a significant increase in credit risk of a receivable has
occurred since initial recognition, then impairment is measured as lifetime expected credit
losses.

Inventory

Inventory comprises stores and fuel and is valued at the lower of cost and net realisable value.
Cost for inventory is determined using the weighted average basis. Net realisable value is
determined on the basis of anticipated sales proceeds less estimated selling expenses.

Fuel clause account

The cost of fuel consumed is passed on to the customers. Any variations between the actual
cost of fuel and the fuel cost billed to customers are captured in the Fuel Clause Account.
The balance on the account (inclusive of interest) represents amounts over-recovered or
under-recovered and is treated as an amount due to or from customers. CLP Power may
adjust fuel related tariff from time to time, including on a monthly basis in accordance with
the SoC, to reflect changes in the cost of fuels consumed by the SoC Companies for the
generation of electricity. As at 31 December 2023, the fuel clause account asset balance
represented the right of CLP Power to collect the under-recovered fuel costs from the
customers under the SoC.

Trade payables and other liabilities

Trade and other liabilities are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method.
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2.

Material accounting policies (continued)

0

(m)

Deferred tax

Deferred tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. Deferred tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the end of the reporting period and are expected to apply when the
related deferred tax liability is settled. Deferred tax is also provided on temporary differences
arising on investments in joint ventures, except where the timing of the reversal of temporary
difference is controlled by the Group and it is probable that the temporary difference will
not reverse in the foreseeable future.

Borrowings, finance costs and income

Borrowings are recognised initially at fair value of proceeds received, net of transaction costs
incurred. Transaction costs are incremental costs that are directly attributable to the acquisition
or issue of a financial liability. Borrowings are subsequently stated at amortised cost. Any
difference between the proceeds (net of transaction costs) and the redemption value is
amortised to profit or loss or capitalised as cost of the qualifying assets over the period of
the borrowings using the effective interest method. Borrowings are classified as current
liabilities unless the Group has an unconditional right to defer settlement of the liabilities for
at least 12 months after the end of the reporting period.

Borrowing costs are recognised as an expense in the year in which they are incurred, except to
the extent that they are capitalised when they are directly attributable to the acquisition,
construction or production of an asset which necessarily take a substantial period of time to get
ready for their intended use.

Interest income is recognised on a time proportion basis using the effective interest method.
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2.

Material accounting policies (continued)

(n)

(0)

(P)

(@)

Retirement benefits

The Company operates and participates in a number of defined contribution plans for its
employees, the assets of which are held independently of the Company’s assets in trustee-
administered funds.

Contributions to the defined contribution plans are recognised as an expense in profit or loss
in the year in which they are incurred, except to the extent that they are capitalised as part of
the cost of qualifying assets.

Revenue

Revenue from contracts with customers primarily represents sales of electricity. Sales of
electricity are based on actual and accrued consumption during the year.

Other revenue is recognised when the related income is earned or receivable.
Foreign currency

Items included in the financial statements of each of the Group entities are measured in Hong
Kong dollars, which is the currency of the primary economic environment in which each group
entity operates (functional currency). The consolidated financial statements are presented in
Hong Kong dollars, which is the Group’s presentation currency.

Foreign currency transactions are translated into Hong Kong dollars using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies by using the exchange rates at the end of the reporting
period are recognised in profit or loss, except when deferred in equity as qualifying cash
flow hedges.

For the purpose of consolidation, net assets of joint ventures that have a functional currency
different from the Group’s presentation currency are translated using the closing rate at the
end of the reporting period; and the share of results of joint ventures are translated at the
average exchange rate for the reporting period. All resulting exchange differences are
recognised in other comprehensive income and as a separate component of equity.

Related parties

Related parties are individuals and companies, including subsidiaries, fellow subsidiaries,
joint ventures and key management personnel, where the individual or company has the
ability, directly or indirectly, to control or jointly control the other party or exercise
significant influence over the other party in making financial and operating decisions. A
close family member of any such individual is considered to be a related party.
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3.

Financial risk management

(@)

Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign
exchange risk and interest rate risk), credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability of financial markets and seeks to
minimise the impact of exchange rate and interest rate fluctuations on the Group’s electricity
tariff and financial performance. The Group uses different derivative financial instruments
to manage its exposure in these areas. All derivative financial instruments are employed
solely for hedging purposes.

Risk management for the Group is carried out by the CLP Group’s central treasury department
(Group Treasury) under policies approved by the Board of Directors of those companies. The
Group has written policies covering specific areas, such as foreign exchange risk, interest rate
risk, credit risk, use of derivative financial instruments and cash management.

(i)  Foreign exchange risk

The Group’s potential foreign currency exposures primarily arise from the Group’s
significant foreign currency obligations relating to its debts denominated in foreign
currency, nuclear power purchase off-take commitments, other fuel-related payments
and major capital projects payments.

Under the SoC, the SoC Companies are allowed to pass-through foreign exchange
gains and losses arising from future non-capital projects related commercial
transactions and recognised liabilities which are denominated in a currency other than
Hong Kong dollar, thus retaining no significant foreign exchange risk of such
payments over the long term. The Group uses forward contracts and currency swaps
to hedge all its debt repayment obligations denominated in foreign currencies for the
full tenor, and a significant portion of its U.S. dollar obligations on fuel and nuclear
power purchases, provided that for U.S. dollar the hedging can be accomplished at
rates below the Hong Kong Government’s historical target peg rate of HK$7.8 : USS1.
The objective is to reduce the potential impact of foreign exchange movement on
electricity tariffs. The Group also uses forward contracts to manage the foreign
exchange risks arising from non-Hong Kong dollar payment obligations for major
capital projects, for which the exchange gains and losses are capitalised.

At the end of the reporting period, the fair value movement of the derivative financial
instruments in a cash flow hedge relationship is recorded in equity. The extent of the
impact to the cash flow hedge reserve under equity due to exchange rate movements,
with all other variables held constant, is as follows:

2023 2022
HK$M HK$M
Increase/(decrease) in cash flow hedge reserve
Hong Kong dollar against U.S. dollar
If weakened by 0.6% (2022: 0.6%) 95 107
If strengthened by 0.6% (2022: 0.6%) (95) (107)
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(@) Financial risk factors (continued)

(i)  Foreign exchange risk (continued)

2023
HK$M
Increase/(decrease) in cash flow hedge reserve
Hong Kong dollar against Euro
If weakened by 3% (2022: 4%) 10
If strengthened by 3% (2022: 4%) (10)

(i)  Interest rate risk

Page 25

2022
HK$M

23
(23)

The Group’s interest rate risk mainly arises from debt borrowings. Borrowings issued
at variable rates expose the Group to cash flow interest rate risk, and borrowings issued
at fixed rates expose the Group to fair value interest rate risk. The risks are managed
by monitoring an appropriate mix between fixed and floating rate borrowings, and by
the use of interest rate swaps. The Group has determined a preferred fixed/floating
interest rate mix appropriate for its business profile which is subject to annual review.
As at 31 December 2023, 63% (2022: 64%) of the Group’s borrowings were at fixed

rates.

The sensitivity analysis below presents the effects on the post-tax profit for the year
(as a result of change in interest expense on floating rate borrowings) and equity (as a
result of change in the fair value of derivative instruments which qualify as cash flow
hedges). Such amounts accumulated in equity are reclassified to profit or loss in the
periods when the hedged items affect profit or loss, and offset one another in the profit

or loss.

The analysis has been determined based on the exposure to interest rates for both
derivative and non-derivative financial instruments at the end of the reporting period.
For floating rate borrowings, the analysis is prepared assuming the amount of liability
outstanding at the end of the reporting period was outstanding for the whole year. The
sensitivity to interest rates used is considered reasonable given the market forecasts
available at the end of the reporting period and under the economic environments in

which the Group operates, with all other variables held constant.

2023 2022
HK$M HK$M
Hong Kong dollar
If interest rates were 0.5% (2022: 0.5%) higher
Post-tax profit for the year (76) (65)
Equity — cash flow hedge reserve 10 12
If interest rates were 0.5% (2022: 0.5%) lower
Post-tax profit for the year 76 65
Equity — cash flow hedge reserve (10) (12)
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3.

Financial risk management (continued)

(@)

Financial risk factors (continued)

(iii) Creditrisk

The Group has no significant concentrations of credit risk with respect to the sales of
electricity as the customer base is widely dispersed in different sectors and industries.
The Group has established a credit policy to allow electricity sale customers to settle
their bills within two weeks after bill issuance. To limit the credit risk exposure, the
Group has a policy to require cash deposits or bank guarantees from customers for an
amount determined from time to time by reference to the usage of the customers, and
in the normal course of events will not exceed the highest expected charge for 60 days.
For all the deposits held, customers are paid a floating market interest rate equivalent
to the HSBC bank saving rate. The customers’ deposits are treated on the statement of
financial position as current liabilities on the basis that they are repayable on demand.
At 31 December 2023, such cash deposits amounted to HK$6,880 million (2022:
HK$6,551 million) and the bank guarantees stood at HK$919 million (2022: HK$867
million).

The Group determines the provision for expected credit losses by grouping together
trade receivables with similar credit risk characteristics and collectively assessing them
for likelihood of recovery, taking into account prevailing economic conditions. The
Group classifies its trade receivables by nature of customer accounts. These include
active accounts and terminated accounts. For trade receivables relating to accounts
which are long overdue with significant amounts or known insolvencies or non-response
to collection activities, they are assessed individually for impairment allowance. The
table below summaries the expected credit losses on the trade receivables of the Group.

Lifetime Gross Lifetime Net
Expected Carrying Expected Carrying
Credit Loss Amount Credit Loss Amount
Rate HK$M HK$M HK$M
As at 31 December 2023
Active accounts
Provision on individual basis 100% | 4 ?3) 1
Provision on collective basis 0% 2,716 17) 2,699
Terminated accounts
Provision on individual basis 100% 9 9) -
Provision on collective basis 27% 7 2) 5
2,736 (31) 2,705
As at 31 December 2022
Active accounts
Provision on individual basis 100% | 8 (6) 2
Provision on collective basis 0% 2,662 (12) 2,650
Terminated accounts
Provision on individual basis 100% 5 (5) -
Provision on collective basis 24% 4 (0] 3
2,679 (24) 2,655

* Expected credit loss is close to zero as these trade receivables are mostly secured by cash deposits or
bank guarantees from customers and have no recent history of default.

The impaired trade receivables were provided under the allowance account which
balance at 31 December 2023 amounted to HK$31 million (2022: HK$24 million).
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3.

Financial risk management (continued)

(@)

Financial risk factors (continued)

(iii)

(iv)

Credit risk (continued)

On the treasury side, all finance-related hedging transactions and bank deposits of the
Group entities are made with counterparties with good credit quality in conformance
to the Group treasury policies to minimise credit exposure. Good credit ratings from
reputable credit rating agencies is an important criterion in the selection of
counterparties. The credit quality of counterparties will be closely monitored over the
life of the transaction. The Group further assigns mark-to-market limits to its financial
counterparties to reduce credit risk concentrations relative to the underlying size and
credit strength of each counterparty; and regularly monitors potential exposures to all
counterparties utilising value-at-risk methodology.

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and making
available an adequate amount of committed credit facilities with staggered maturities
to reduce refinancing risk in any year and to fund working capital, debt servicing,
dividend payments and capital investments. The Group will fund its committed
contractual maturities through cash flows earned under the terms of the SoC and
financing available under its credit lines and MTN programme.

Group Treasury also performs rolling forecasts for at least 12 months to monitor the
Group’s liquidity requirements to ensure it has sufficient cash to meet operational,
financing and investing needs while maintaining sufficient headroom on its undrawn
committed borrowing facilities at all times to guard against contingency and
uncertainty with consideration that the Group does not breach borrowing limits or
covenants (where applicable) on any of its borrowing facilities. Such forecasting takes
into consideration the Group’s debt financing plans, applicable financial ratios,
covenant compliance, applicable external regulatory or legal requirements, and
potential market impacts arising from unforeseeable events such as currency
restrictions.
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(@) Financial risk factors (continued)
(iv) Liquidity risk (continued)

The table below analyses the remaining contractual maturities at the end of the
reporting period of the Group’s non-derivative financial liabilities, derivative financial
liabilities (both net settled and gross settled) and derivative financial assets (gross
settled) based on the contractual undiscounted cash flows:

Between Between
Within 1land 2to Over
1 year 2 years 5 years 5 years Total
HK$M HK$M HK$M HK$M HK$M
As at 31 December 2023
Non-derivative financial

liabilities

Bank loans 11,720 2,153 906 1,478 16,257
Other borrowings 1,743 4,008 10,966 21,087 37,804
Customers’ deposits 6,880 - - - 6,880
SoC reserve accounts - - - 2,643 2,643
Asset decommissioning
liabilities - - - 1,575 1,575
Current accounts with fellow

subsidiaries 1,082 - - - 1,082
Advances from non-controlling

interests 589 - - - 589
Trade payables and other

liabilities 9,126 13 18 1 9,158
Dividend payable 2,500 - - - 2,500

33,640 6,174 11,890 26,784 78,488
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(@) Financial risk factors (continued)
(iv)  Liquidity risk (continued)
Between  Between
Within land 2to Over
1 year 2 years 5 years 5 years Total
HK$M HK$M HK$M HKSM  HK$M
As at 31 December 2023
Derivatives financial
liabilities - net settled
Forward foreign exchange
contracts 1 - - - 1
Interest rate swaps 25 13 18 - 56
26 13 18 - 57
Derivatives financial
liabilities - gross settled
Gross contractual
amounts payable
Forward foreign exchange
contracts 7,441 4,133 - - 11,574
Cross currency interest rate
swaps 1,995 4,398 8,862 17,414 32,669
9,436 8,531 8,862 17,414 44,243
Gross contractual
amounts receivable
Forward foreign exchange
contracts (7,383) (4,061) - - (11,444
Cross currency interest rate
swaps (1,526)  (4,164) (8,321) (16,995) (31,006)
(8,909)  (8,225) (8,321) (16,995)  (42,450)
Net payable 527 306 541 419 1,793
Derivatives financial
assets - gross settled
Gross contractual
amounts payable
Forward foreign exchange
contracts 16,257 46 - - 16,303
16,257 46 - - 16,303
Gross contractual
amounts receivable
Forward foreign exchange
contracts (16,293) (48) - - (16,341)
(16,293) (48) - - (16,341)
Net receivable (36) (2) - - (38)
Total payable 491 304 541 419 1,755
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(iv) Liquidity risk (continued)
Between  Between
Within land 2to Over
1 year 2 years 5 years 5 years Total
HK$M HK$M HK$M HK$M HK$M
As at 31 December 2022
Non-derivative financial
liabilities
Bank loans 5,630 5,424 1,930 1,795 14,779
Other borrowings 3,901 1,914 14,419 21,838 42,072
Customers’ deposits 6,551 - - - 6,551
SoC reserve accounts - - - 3,094 3,094
Asset decommissioning
liabilities - - - 1,463 1,463
Current accounts with fellow
subsidiaries 1,375 - - - 1,375
Advances from non-controlling
interests 860 - - - 860
Trade payables and other
liabilities 7,895 28 17 - 7,940
Dividend payable 2,500 - - - 2,500
28,712 7,366 16,366 28,190 80,634
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3.

Financial risk management (continued)

(a)

Financial risk factors (continued)

(iv) Liquidity risk (continued)

As at 31 December 2022

Derivatives financial
liabilities - net settled

Forward foreign exchange

contracts

Interest rate swaps

Derivatives financial
liabilities - gross settled
Gross contractual
amounts payable
Forward foreign exchange
contracts
Cross currency interest rate
swaps

Gross contractual
amounts receivable

Forward foreign exchange
contracts

Cross currency interest rate
swaps

Net payable

Derivatives financial
assets - gross settled
Gross contractual
amounts payable
Forward foreign exchange
contracts
Cross currency interest rate
swaps

Gross contractual
amounts receivable

Forward foreign exchange
contracts

Cross currency interest rate
swaps

Net receivable

Total payable

Page 31
Between  Between
Within land 2to Over

1 year 2 years 5 years 5 years Total
HK$M HK$M HK$M HK$M HK$M
3 - - - 3

27 21 42 - 90

30 21 42 - 93
22,481 325 4,041 - 26,847
3,562 1,828 6,009 17,777 29,176
26,043 2,153 10,050 17,777 56,023
(22,343) (292) (3,978) - (26,613)
(3,073) (1,499) (5,512) (17,627) (27,711)
(25,416) (1,791) (9,490) (17,627) (54,324)
627 362 560 150 1,699
3,569 199 61 - 3,829
188 188 6,583 - 6,959
3,757 387 6,644 - 10,788
(3,585) (205) (62) - (3,852)
(200) (199) (6,629) - (7,028)
(3,785) (404) (6,691) - (10,880)
(28) (17) (47) - (92)
599 345 513 150 1,607
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3.

Financial risk management (continued)

(b) Hedge accounting

The Group seeks to apply, wherever possible, hedge accounting to present its financial
statements in accordance with the economic purpose of the hedging activity. The Group
determines the economic relationship between the hedged items and the hedging instruments
by reviewing the critical terms. As a result, the Group concludes that the risk being hedged for
the hedged items and risk inherent in the hedging instruments are sufficiently aligned. There
is no inherent mismatch in the hedging relationship. Certain ineffectiveness can arise during
the hedging process. The main source of hedge ineffectiveness is considered to be the effects
of re-designation of the hedging relationships and the counterparty credit risks on the hedging
instruments.

For hedges on debt related transactions, the Group applies cross currency interest rate swaps
and interest rate swaps to mitigate exposures arising from the fluctuations in foreign currencies
and/or interest rates of debt. In most of the cases, the hedging instruments have a one-to-one
hedge ratio with the hedged items. In view of the nature of the hedging activities, no significant
ineffectiveness is expected at inception.

For hedges on non-debt related transactions, the Group uses forward contracts to manage its
foreign exchange risk arising from fuel and nuclear purchases obligations, and payments for
major capital projects. The Group hedges a high portion of committed and highly probable
forecast transactions.
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3. Financial risk management (continued)

(b)

Hedge accounting (continued)
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The tables below summarise the effect of the hedge accounting on financial position and
performance of the Group:

Cash flow hedges

As at 31 December 2023
Debt related transactions
Interest rate risk@

Non-debt related
transactions

Foreign currency risk

As at 31 December 2022
Debt related transac_t_ions
Interest rate risk@

Non-debt related
transactions
Foreign currency risk

Fair value hedges

As at 31 December 2023
Debt related transap_tions
Interest rate risk(

As at 31 December 2022
Debt related transactions
Interest rate risk(

Note:

Notional
amount of
hedging
instruments
HK$M

24,923

23,458

25,623

25,901

Notional
amount of
hedging
instruments
HK$M

4,332

6,388

Favourable /

Carrying (Unfavourable) Hedged
amount of  changes in fair value Hedging future cash
hedging used for measuring losses/(gains) Hedge flows no
instruments ineffectiveness recognised in  ineffectiveness Hedged items longer
assets/ Hedging Hedged cash flow hedge recognised in(i) affected " expected
(liabilities) instruments items reserve profitor loss  profit or loss to occur "
HK$M HK$M  HK$M HK$M HK$M HK$M HK$M
(1,642) (1,174) 1,220 1,188 (14) (160) -
(28) 136 (137) (136) - 135 -
(921) (76) 66 73 3 477) -
(144) @ 1 1 - 163 -
Accumulated fair Favourable / (Unfavourable)
value hedge changes in fair value

adjustments used for measuring Hedge

Carrying included in ineffectiveness ineffectiveness

amount carrying amount Hedging Hedged charged to

of hedged items of hedged items instruments items finance costs

HK$M HK$M HK$M HK$M HK$M

(4,144) 371 41 (54) 13

(6,074) 424 (585) 571 14

Amount reclassified from
cash flow hedge reserve and
credited/(charged) to
profit or loss

(i) Hedge ineffectiveness and amounts reclassified from cash flow hedge reserve on non-debt and debt related transactions were recognised in
fuel and purchase of nuclear electricity and finance costs respectively.
(i) Interest rate risk included foreign exchange risk in case of foreign currency debts.
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3.

Financial risk management (continued)

(b)

Hedge accounting (continued)

The reconciliation of the components in equity that arise in connection with hedge
accounting and an analysis of other comprehensive income by risk category are as follows:

Foreign
Interest”  exchange
rate risk risk Total
HK$M HK$M HK$M
Cash Flow Hedge Reserve
Balance at 1 January 2022 (338) - (338)
Fair value losses (73) (1) (74)
Reclassification to profit or loss
Hedged items affect profit or loss 477 (163) 314
Transfer to hedged assets - 78 78
Related deferred tax (67) 15 (52)
Balance at 31 December 2022 (1) (71) (72)
Balance at 1 January 2023 @ (71) (72)
Fair value (losses)/gains (1,188) 136 (1,052)
Reclassification to profit or loss
Hedged items affect profit or loss 160 (135) 25
Transfer to hedged assets - 52 52
Related deferred tax 169 (8) 161
Balance at 31 December 2023 (860) (26) (886)
HK$M
Costs of Hedging Reserve - Foreign currency basis spread
Balance at 1 January 2022 (14)
Changes due to transaction related hedged items
Fair value losses (58)
Reclassification to profit or loss 10
Changes due to time-period related hedged items
Fair value losses (141)
Reclassification to profit or loss (16)
Related deferred tax 34
Balance at 31 December 2022 (185)
Balance at 1 January 2023 (185)
Changes due to transaction related hedged items
Fair value gains 5
Reclassification to profit or loss 58
Changes due to time-period related hedged items
Fair value gains 233
Reclassification to profit or loss (31)
Related deferred tax (44)
Balance at 31 December 2023 36

Note:

(i) Interest rate risk included foreign exchange risk in case of foreign currency debts.
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3.

Financial risk management (continued)

(©)

Fair value estimation and hierarchy of financial instruments

The fair value of financial instruments that are not traded in an active market is determined

by using appropriate valuation techniques and making assumptions that are based on market
conditions existing at the end of each reporting period.

For the Group’s financial instruments that are not measured at fair value, their carrying
values approximate their fair values.

Financial instruments measured at fair value are analysed into the following fair value
measurement hierarchy:

Level 1 —quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 — inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices).

Level 3 — inputs for the asset or liability that are not based on observable market data (that
is, unobservable inputs).
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3. Financial risk management (continued)

(c) Fair value estimation and hierarchy of financial instruments (continued)

The following table presents the fair value hierarchy for those financial instruments carried
at fair value in the statement of financial position at 31 December.

Level1 Level2 Level 3 Total
HK$M  HKSM HK$M HK$M
As at 31 December 2023

Financial assets

Forward foreign exchange contracts - 38 - 38
Interest rate swaps - 27 - 27

- 65 - 65

Financial liabilities

Forward foreign exchange contracts - 127 - 127
Cross currency interest rate swaps - 2,043 - 2,043
Interest rate swaps - 48 - 48

- 2,218 - 2,218

As at 31 December 2022

Financial assets

Forward foreign exchange contracts - 23 - 23
Cross currency interest rate swaps - 39 - 39
Interest rate swaps - 58 - 58

- 120 - 120

Financial liabilities

Forward foreign exchange contracts - 229 - 229
Cross currency interest rate swaps - 1,388 - 1,388
Interest rate swaps - 79 - 79

- 1,696 - 1,696

The Group’s policy is to recognise transfers into/out of fair value hierarchy levels as of the
date of the event or change in circumstances that caused the transfer.

During 2023 and 2022, there were no transfers between Level 1 and Level 2 of the fair value

hierarchy.
The valuation technique and inputs used in the fair value measurements within Level 2 are
as follows:
Financial Instruments Valuation technigue Significant inputs
Forward foreign exchange Discounted cash flow Observable exchange
contracts rates
Cross currency interest rate Discounted cash flow Observable exchange rates
swaps and swap rates of respective
currency
Interest rate swaps Discounted cash flow Observable swap rates of

respective currency
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3. Financial risk management (continued)

(d)

Offsetting financial assets and financial liabilities

The following financial assets and liabilities are subject to offsetting, enforceable master
netting arrangements and similar agreements:

Related amounts not offset in
Effect of offsetting in the consolidation  the consolidated statement of
statement of financial position financial position ©

At 31 December 2023

Financial assets
Trade and other receivables
Derivative financial instruments

Financial liabilities
Customers’ deposits
Derivative financial instruments

At 31 December 2022

Financial assets
Trade and other receivables
Derivative financial instruments

Financial liabilities
Customers’ deposits
Derivative financial instruments

Notes:

Financial

Gross Gross Net amounts collateral
amounts amounts included in the Financial received/ Net
recognised offset respective line  instruments pledged  Amount®
HK$M HK$M HK$M HK$M HK$M HK$M
2,575 - 2,575 - (2,575) -
65 - 65 (56)™ - 9
2,640 - 2,640 (56) (2,575) 9
6,880 - 6,880 (2,575)(“) - 4,305
2,217 - 2,217 (56) - 2,161
9,097 - 9,097 (2,631) - 6,466
2,567 - 2,567 i) (2,567) -
93 - 93 (83) - 10
2,660 - 2,660 (83) (2,567) 10
6,551 - 6,551 (2,567)(“) - 3,984
1,668 - 1,668 (83) - 1,585
8,219 - 8,219 (2,650) - 5,569

(i) Under HKFRS, amounts cannot be offset if the rights of set-off are conditional on a future event e.g. default
of payment. “Net amount” column represents the net impact that would be shown on the consolidated
statement of financial position if all set-off rights (e.g. master netting arrangements, collateral arrangements

etc.) were exercised.

(if) For derivative financial instruments, the Group enters into derivative transactions under International Swaps
and Derivatives Association (ISDA) master agreements in which there is a set-off provision. Under certain
circumstances, for example, when a credit event such as a default occurs, all outstanding transactions under
the agreement are terminated, a termination value is then assessed and only a single net amount is payable in
settlement of all transactions. The ISDA agreements do not meet the criteria for offsetting in the consolidated
statement of financial position since the Group does not have any currently legally enforceable right to offset
recognised amounts. The right to offset is enforceable only on the occurrence of future events such as a
default on the bank transactions or other credit events.
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3.

Financial risk management (continued)

(€)

Capital management

The primary objective of the Group's capital management is to safeguard the Group’s ability
to continue as a going concern, maintain a strong credit rating and a healthy capital ratio to
support its business and to enhance shareholder value.

The Group manages its capital structure and makes adjustments to it in light of changes in
economic conditions and business strategies. To maintain or adjust the capital structure, the
Group may adjust the dividend payments to shareholder or raise and repay debts. The
Group’s capital management objectives, policies or processes were unchanged during 2023
and 2022.

The Group monitors capital using “total debt to total capital” ratio. This ratio at 31 December
2023 and 2022 were as follows:

2023 2022

HK$M HK$M

Total debt® 47,968 48,702

Total equity®™ 62,600 61,656

Total capital @ 110,568 110,358
Total debt to total capital ratio 43.4% 44.1%

Notes:

(i) Total debt equals bank loans and other borrowings
(if) Total equity equals equity plus the advances from non-controlling interests
(iii) Total capital equals total debt plus total equity
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4.

Critical accounting estimates and judgements

(a)

(b)

SoC-related accounts

As stipulated in the SoC, the balances in the Tariff Stabilisation Fund and the Rate Reduction
Reserve shall represent liabilities in the financial statements of CLP Power and shall not
accrue to the benefit of its shareholders save as provided for by the SoC. The Group considers
that CLP Power is required under the SoC to discharge its obligations arising from the SoC
upon the expiry of the SoC Agreement such that these account balances meet the definition
of a liability.

Asset impairment

The Group conducts impairment reviews of material non-financial assets whenever events
or changes in circumstances indicate that their carrying amounts may not be recoverable.
The Group also tests annually whether goodwill has suffered any impairment in accordance
with the relevant accounting standards.

Determining whether an asset or a cash generating unit is impaired requires an estimation
of the value in use, which requires the Group to estimate the future cash flows, a growth
rate and a pre-tax discount rate in order to calculate the present value. Where the expected
cash flows are less than the asset’s carrying amount, an impairment loss may arise. During
2023, after reviewing the business environment as well as the Group’s strategies and
performances of the material non-financial assets, management concluded that there was
no material impairment for goodwill and other long-lived assets (2022: no impairment for
goodwill and other long-lived assets). The latest annual impairment models for goodwill
indicated that sufficient headroom (meaning the excess of the recoverable amount over
carrying value) existed. It is considered that any reasonably possible changes in the
assumptions used in the models would not affect the impairment assessment result at 2023
year end.
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4.

Critical accounting estimates and judgements (continued)

(©)

(d)

Asset retirement obligations

CLP Power has been investing in the transmission and distribution network to supply
electricity to the customers in its supply area in Hong Kong. As CLP Power expects that the
land sites being used for the transmission and distribution network will continue to be used
for the distribution of electricity supply to its customers, it is currently considered remote
that the network would be removed from the existing land sites. Therefore in accordance
with applicable accounting standards, asset retirement obligations for these assets have not
been recognised by CLP Power.

As agreed with the Hong Kong Government, Castle Peak Power Company Limited (CAPCO)
is retiring the coal-fired generation units at Castle Peak “A” Station (CPA) when they reach
the end of their useful lives between 2022 to 2025. Following this retirement, the removal of
CPA’s coal-fired generation units has become probable. In support of the Government’s net-
zero carbon emissions targets in the “Hong Kong’s Climate Action Plan 20507, CAPCO is
working on the phasing-out of the use of coal for daily electricity generation in Castle Peak
“B” Station and exploring the ways to convert its gas-fired generation facilities to operate on
green fuels. While it is envisaged that these remaining generation units will have their roles
in supporting the Government’s Climate Action Plan 2050, with the continuous development
in decarbonisation technologies, the removal of these units and replacement by alternative
facilities is possible. Under the SoC, CAPCO makes a periodic charge to accrue in the
statement of financial position a liability balance to be utilised in discharging asset
decommissioning costs if and when incurred. CAPCO considers that the dismantling
obligation for the CPA units is covered under the asset decommissioning liability accrued
under the SoC as at 31 December 2023. While no provision for asset retirement obligations
for the other generation units of CAPCO has been recognised, it is expected that if such an
obligation be incurred, it will be met by the liability accrued and the cost recovery
mechanism under the SoC.

Revenue recognition

CLP Power records revenue for the sale of electricity under the accrual accounting method.
Electricity sale revenue is recognised when electricity is supplied to and consumed by the
customers. The revenue is measured on the basis of periodic cycle meter readings and
includes an estimated accrual for the value of the electricity consumed from the meter
reading date to the end of the reporting period (unbilled revenue). The unbilled revenue is
calculated using estimates including consumption quantity based on electricity sent-out
adjusted by loss factors, pattern of residential and non-residential consumption, weather and
certain other factors. Unbilled revenue of the Group (included in trade and other receivables)
totalled HK$1,058 million at 31 December 2023 (2022: HK$1,020 million).
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5. Revenue

The Group’s revenue primarily represents sales of electricity, which is recognised over time, and
is disaggregated as follows:

2023 2022
HK$M HK$M
Revenue from contracts with customers
Sales of electricity — Local 50,288 50,919
Transfer for SoC to/(from) revenue (Note 19) 48 (604)
Others 185 179
50,521 50,494
Other revenue 109 106
50,630 50,600
6. Operating profit
2023 2022
HK$M HK$M
Operating profit is stated after charging/(crediting):
Staff costs
Salaries and other costs 1,515 1,445
Retirement benefits costs 179 182
Auditor’s remuneration
Audit 10 10
Permissible non-audit services 3 3
Net loss on disposal of fixed assets 340 211
Net fair value (gain)/loss on non-debt related derivative
financial instruments
- Reclassified from cash flow hedge reserve and
costs of hedging reserve to purchase of nuclear
electricity and fuel (77) (153)
- Not qualified for hedge accounting 14 55
Net exchange gain (24) 27)
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7. Finance costs and income
2023 2022
HK$M HK$M
Finance costs
Interest expenses on
Bank loans and overdrafts 689 206
Other borrowings 1,090 1,003
Tariff Stabilisation Fund® 114 40
Customers’ deposits and others 47 5
Lease liabilities 2 1
Finance charges 46 56
Net fair value loss/(gain) on derivative financial instruments
Reclassified from cash flow hedge reserve and costs of
hedging reserve 129 461
Ineffectiveness of cash flow hedges (14) 3
Fair value hedges (54) 571
Ineffectiveness of fair value hedges 13 14
Not qualified for hedge accounting 9 6
Net fair value loss/(gain) on hedged items in fair value
hedges 54 (571)
Other net exchange gain (82) (397)
2,043 1,398
Less: amount capitalised® (608) (424)
1,435 974
Finance income 159 137
Note:

(@) Inaccordance with the provisions of the SoC Agreement, CLP Power is required to credit, to a Rate Reduction Reserve
in its financial statements, a charge of the average of one-month Hong Kong Interbank Offered Rate on the average
balance of the Tariff Stabilisation Fund (Note 19).

(b) Finance costs have been capitalised at average interest rate of 3.82% (2022: 2.86%) per annum.

8. Income tax expense

Income tax in the consolidated statement of profit or loss represents the income tax of the Company
and subsidiaries and is analysed below:

2023 2022

HK$M HK$M

Current income tax 1,353 1,304
Deferred tax 561 603
1,914 1,907
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8. Income tax expenses (continued)
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Hong Kong profits tax has been provided at the rate of 16.5% (2022: 16.5%) on the estimated
assessable profit for the year. Income tax on profits assessable outside Hong Kong has been

provided at rates prevailing in the respective jurisdictions.

The income tax on the Group’s profit before income tax differs from the theoretical amount that

would arise using the Hong Kong profits tax rate as follows:

2023 2022
HK$M HK$M
Profit before income tax (excluding share of results of joint
ventures) 11,647 11,458
Calculated at an income tax rate of 16.5% (2022: 16.5%) 1,922 1,891
Income not subject to tax (26) (24)
Expenses not deductible for tax purposes 50 38
Effect of direct tax rates in other jurisdictions 21 20
Revenue adjustment for SoC not subject to tax (Note 19) (8) 100
Tariff rebates deductible for tax purposes (45) (118)
Income tax expense 1,914 1,907
9. Dividends
2023 2022
HK$ HK$
Per share HK$M Per share HK$M
Interim dividends paid/declared 1.75 4,350 1.73 4,300
Final dividend proposed 1.05 2,624 1.06 2,640
2.80 6,974 2.79 6,940
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10. Fixed assets and right-of-use assets

(A) Fixed assets

Net book value at 1 January 2022
Additions

Transfers and disposals
Depreciation

Net book value at 31 December 2022

Cost
Accumulated depreciation

Net book value at 31 December 2022

Net book value at 1 January 2023
Additions

Transfers and disposals
Depreciation

Net book value at 31 December 2023

Cost
Accumulated depreciation

Net book value at 31 December 2023

Page 44
Plant,
Machinery
and
Buildings Equipment Total
HK$M HK$M HK$M
18,470 101,177 119,647
1,616 9,655 11,271
(28) (268) (296)
(693) (4,471) (5,164)
19,365 106,093 125,458
33,017 187,762 220,779
(13,652) (81,669) (95,321)
19,365 106,093 125,458
19,365 106,093 125,458
1,315 9,551 10,866
(31) (394) (425)
(759) (4,431) (5,190)
19,890 110,819 130,709
34,247 195,873 230,120
(14,357) (85,054) (99,411)
19,890 110,819 130,709
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10. Fixed assets and right-of-use assets (continued)

(B) Right-of-use assets

Prepaid Machinery

Leasehold Land and and
Land ®  Buildings® Equipment®  Total
HK$M HK$M HK$M HK$M
Net book value at 1 January 2022 5,530 8 3 5,541
Additions 826 87 - 913
Transfers and disposals - (2 - (2
Depreciation (187) (21) (2) (210)
Net book value at 31 December 2022 6,169 72 1 6,242
Net book value at 1 January 2023 6,169 72 1 6,242
Additions 164 1 16 181
Transfers and disposals - 2 - 2
Depreciation (195) (28) (2) (225)
Net book value at 31 December 2023 6,138 43 15 6,196

Notes:

(&) Prepaid leasehold land represents upfront lease payments, including land premium, on lease of land with
the tenure of 20 to 150 years.

(b) The Group has lease contracts for land and buildings and various items of machinery and equipment used

in its operations. Lease terms are negotiated on an individual basis and contain a wide range of terms and
conditions. Tenures of the leases range from 2 to 6 years.
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11. Goodwill and other intangible assets

Capacity
Goodwill ® right ®  Others Total
HK$M HK$M HK$M HK$M
Net carrying value at 1 January 2022 5,545 3,638 - 9,183
Additions - 4 - 4
Amortisation - (280) - (280)
Net carrying value at 31 December 2022 5,545 3,362 - 8,907
Cost 5,545 5,747 - 11,292
Accumulated amortisation - (2,385) - (2,385)
Net carrying value at 31 December 2022 5,545 3,362 - 8,907
Net carrying value at 1 January 2023 5,545 3,362 - 8,907
Additions - 9 385 394
Amortisation - (282) (3) (285)
Net carrying value at 31 December 2023 5,545 3,089 382 9,016
Cost 5,545 5,756 385 11,686
Accumulated amortisation - (2,667) (3) (2,670)
Net carrying value at 31 December 2023 5,545 3,089 382 9,016

F-112



CLP POWER HONG KONG LIMITED
hEE AR AE Page 47

(Incorporated in Hong Kong with limited liability)

NOTES TO THE FINANCIAL STATEMENTS

11.

Goodwill and intangible assets (continued)

Notes:

@)

(b)

In accordance with the Group’s accounting policies, the Group has assessed the recoverable amount of
goodwill arising from the acquisition of CAPCO for the corresponding cash generating units and
determined that such goodwill has not been impaired. The recoverable amount of the cash generating units
tested for impairment has been determined based on value in use calculations. The value in use calculations
use cash flow projections as at 31 December 2023 based on the approved Business Plan which has a
forecast covering a period of ten years and with necessary updates incorporated. Projections for a period
of greater than five years have been used on the basis that a longer projection period represents the long
dated nature of our electricity supply assets and a more appropriate reflection of future cash flows from
anticipated legislative, regulatory and structural changes in the industry.

The key assumptions used in the value in use calculations are as follows:

*  Goodwill arising from the acquisition of CAPCO has been allocated to CLP Power and CAPCO as a
combined cash generating unit as the acquisition is considered beneficial to the whole Scheme of
Control business.

*  The electricity tariff for the supply of electricity in meeting the demand of customers in Hong Kong
over the forecast periods is determined with reference to the rate-setting mechanism under the Scheme
of Control.

» The forecast for electricity demand is based on the load forecast to support local infrastructure
development and meeting customer load requirements, maintaining safety and supply reliability, and
meeting environmental requirements.

+  Expenditures for the supply of electricity in meeting the forecast demand are based on committed
purchase contracts where applicable, and inputs on cost trend as specific to the electricity business in
Hong Kong. Such forecast aligns with the projection in the Business Plan for our Hong Kong
electricity business, with capital expenditures upto 2028 aligned with those forecasted in the approved
development plan.

+  Terminal value of the cash generating unit is adopted to estimate the cash flows to be generated for the
periods beyond ten years. This is expressed as a multiple of net asset values which corresponds to our
return model based on fixed assets investment. The terminal value is a multiple of 1.2 times of the net
asset values forecasted as at the end of 2033.

»  The cash flow projections are discounted using a pre-tax discount rate of 9.75% (2022: 9.69%), or a
post-tax return of 8.00% (2022: 8.00%) which reflects the Scheme of Control return rate applicable to
the electricity business in Hong Kong.

Capacity right represents the right to use 50% of the pumped storage capacity of Phase 1 of the

Guangzhou Pumped Storage Power Station in Conghua, Guangzhou and the corresponding right to use
the associated transmission facilities until 2034.
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12. Subsidiaries

The table below lists the subsidiaries of the Group at 31 December 2023:

% of Ownership
Interest at 31

Page 48

December 2022 Place of Incorporation /
Name and 2023 Business
Castle Peak Power Company Limited 70% Hong Kong
Castle Peak Power Finance Company Limited* 70% British Virgin Islands
Hong Kong Pumped Storage Development 100% Hong Kong
Company, Limited
CLP Power Hong Kong Financing Limited 100% British Virgin Islands
CLP Power HK Finance Ltd. 100% British Virgin Islands
CLP Energy Infrastructure Limited 100% Hong Kong

* Indirectly held through CAPCO

Summarised financial information of CAPCO which has material non-controlling interests is set

out below:

Results for the year
Revenue

Profit for the year
Other comprehensive income for the year
Total comprehensive income for the year

Dividends paid to non-controlling interests

Net assets
Non-current assets
Current assets
Current liabilities
Non-current liabilities

Cash flows
Net cash inflow from operating activities
Net cash outflow from investing activities
Net cash outflow from financing activities
Net decrease in cash and cash equivalents
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2023 2022
HK$M HK$M
24,678 25,471
3,271 3,205
(201) (64)
3,070 3,141
964 947
44,939 42,809
7,102 7,379
(15,875) (10,868)
(18,319) (21,372)
17,847 17,948
3,725 3,561
(778) (2,741)
(2,947) (1,386)
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13. Interests in and loans to joint ventures
(A) ShenGang Natural Gas Pipeline Company Limited
2023
HK$M

Interests in joint venture - share of net assets 1,118
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2022
HK$M

1,087

ShenGang Natural Gas Pipeline Company Limited (SNGPC) was incorporated in Mainland
China and is 40% owned by the Company’s wholly-owned subsidiary, CLP Energy
Infrastructure Limited. SNGPC owns and operates the Second West-East Natural Gas
Pipeline Hong Kong Branch Line which transports natural gas from Shenzhen to Hong Kong.

Summarised financial information and the Group’s share of the net assets and capital
commitments in SNGPC as at 31 December and its share of the results for the year then ended

are as follows:

2023 2022
HK$M HK$M
Revenue 983 1,102
Depreciation and amortisation (184) (194)
Interest expenses 2 (9)
Other expenses (179) (245)
Profit before income tax 618 654
Income tax expense (149) (169)
Profit and total comprehensive income for the year 469 485
Group’s share
Profit and total comprehensive income for the year 188 194
Dividends received from SNGPC 135 218
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13. Interests in and loans to joint ventures (continued)

(A) ShenGang Natural Gas Pipeline Company Limited (continued)

(B)

Non-current assets

Cash and cash equivalents

Other current assets

Current financial liabilities (excluding trade and other payables)

Other current liabilities

Non-current financial liabilities (excluding trade and other
payables)

Other non-current liabilities

Net assets

Group’s share of net assets
Group’s share of capital commitments

Hong Kong LNG Terminal Limited

Interests in joint venture - share of net assets
Loans
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2023 2022
HK$M HK$M
3,123 3,348
355 331
71 46
(86) (86)
(94) (198)
(523) (648)
(50) (74)
2,796 2,719
1,118 1,087
12 -

2023 2022

HK$M HK$M
2,028 1,850
2,028 1,850

Hong Kong LNG Terminal Limited (HKLTL) is incorporated in Hong Kong and is 70%
owned by CAPCO. The principal activity of HKLTL is to develop, construct, operate,
maintain and own an LNG terminal in Hong Kong and to provide related services.

Pursuant to agreement between shareholders of HKLTL, shareholders’ loan facilities are
provided to HKLTL by the shareholders pro-rata to their shareholdings to finance the
construction of the LNG terminal. The loans to HKLTL are unsecured, carry interest at rates
which are benchmarked to market interest rates. Instalment repayments of the loans have
commenced after the commissioning of the LNG terminal in July 2023 with final maturity at the
end of the related asset lives of the LNG terminal. The current portion of the loans of HK$60
million was included in other receivables in the statement of financial position.
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13. Interests in and loans to joint ventures (continued)

(B) Hong Kong LNG Terminal Limited (continued)

Summarised financial information and the Group’s share of the net assets and commitments in
HKLTL as at 31 December and its share of the results for the year then ended are as follows:

2023 2022

HK$M HK$M

Revenue 527 8
Depreciation and amortisation (123) -
Interest expenses (123) -
Other expenses (281) (8)

Profit before income tax - -
Income tax expense - -
Profit and total comprehensive income for the year - -

Group’s share
Profit and total comprehensive income for the year - -

Dividends received from HKLTL - -

2023 2022

HK$M HK$M

Non-current assets 4,973 2,777
Cash and cash equivalents 11 25
Other current assets 114 11
Current financial liabilities (excluding trade and other payables) (198) (38)
Other current liabilities (223) (171)
Non-current financial liabilities (4,677) (2,604)
Net assets - -

Group’s share of net assets - -

Group’s share of capital commitments 72 138

Group’s share of lease and other commitments in relation to the
use and operation of a floating storage and regasification unit and
related support vessels™®) 1,632 3,796

Note: With the commencement of the lease for the floating storge and regasification unit in July 2023, related
lease liability was recognised and included in the current and non-current financial liabilities of HKLTL.
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14. Derivative financial instruments
2023 2022
Assets Liabilities Assets Liabilities
HK$M HK$M HK$M HK$M
Cash flow hedges
Forward foreign exchange contracts 21 49 3 147
Cross currency interest rate swaps - 1,669 33 1,012
Interest rate swaps 27 - 58 -
Fair value hedges
Cross currency interest rate swaps - 374 6 376
Interest rate swaps - 48 - 79
Not qualified for hedge accounting
Forward foreign exchange contracts 17 78 20 82
65 2,218 120 1,696
Analysed as:
Current 49 645 46 671
Non-current 16 1,573 74 1,025
65 2,218 120 1,696

As at 31 December 2023, the contractual maturity profile of the hedging instruments from the end
of the reporting period is summarised below:

Forward foreign exchange contracts Up to 3 years

Cross currency interest rate swaps Up to 13 years

Interest rate swaps Up to 9 years
15. Advances from other non-controlling interests

The advances from non-controlling interests represented the advances from China Southern Power
Grid International (HK) Co., Limited (CSGHK) to CAPCO. Pursuant to the agreement between the
shareholders of CAPCO, both CLP Power and CSGHK are required to provide shareholders’
advances pro rata to their shareholdings in CAPCO. The advances are unsecured, interest free and
repayable on demand. The advances are denominated in Hong Kong dollar.
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Reserves
Cash Flow Costs of
Translation Hedge Hedging  Retained
Reserve Reserve Reserve Profits Total
HK$M HK$M HK$M HK$M HK$M
Balance at 1 January 2022 8 (308) (4) 28,184 27,880
Earnings attributable to shareholders - - - 8,758 8,758
Other comprehensive income
Exchange differences on translation of a joint venture 97) - - - 97
Cash flow hedges
Net fair value losses - (102) - - (102)
Reclassification to profit or loss - 340 - - 340
Tax on the above items - (39) - - (39)
Costs of hedging
Net fair value losses - - (176) - (176)
Reclassification to profit or loss - - (3) - 3)
Tax on the above items - - 29 - 29
Total comprehensive income attributable to shareholders 97) 199 (150) 8,758 8,710
Transfer to fixed assets - 46 - - 46
Dividends paid/declared
2021 final - - - (2,050) (2,050)
2022 interim - - - (4,300) (4,300)
Balance at 31 December 2022 (89) (63) (154) 30,592 30,286
Balance at 1 January 2023 (89) (63) (154) 30,592 30,286
Earnings attributable to shareholders - - - 8,914 8,914
Other comprehensive income
Exchange differences on translation of a joint venture (20) - - - (20)
Cash flow hedges
Net fair value losses - (980) - - (980)
Reclassification to profit or loss - 61 - - 61
Tax on the above items - 152 - - 152
Costs of hedging
Net fair value gains - - 211 - 211
Reclassification to profit or loss - - 18 - 18
Tax on the above items - - (38) - (38)
Total comprehensive income attributable to shareholders (20) (767) 191 8,914 8,318
Transfer to fixed assets - 30 - - 30
Dividends paid/declared
2022 final - - - (2,640) (2,640)
2023 interim - - - (4,350) (4,350)
Balance at 31 December 2023 (109) (800) 37 32,516 31,644

17.

Perpetual capital securities and Other non-controlling interests

(A) Perpetual capital securities

A total of US$500 million perpetual capital securities was issued by the wholly-owned
subsidiary, CLP Power HK Finance Ltd. in 2019. The securities are perpetual, non-callable in
the first 5.25 years (with issuer call option at par at any time in the 3 months before 5 February
2025) and entitle the holders to receive distributions at a distribution rate of 3.55% per annum
in the first 5.25 years, floating thereafter and with fixed step up margins at year 10.25 and at
year 25.25, payable semi-annually in arrears, cumulative and compounding. The distributions
are at the Group’s discretion, as long as the issuer and CLP Power, as guarantor of the
securities, do not (a) declare or pay dividends to their shareholders or (b) cancel or reduce
their share capitals within each distribution payment period.
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17. Perpetual capital securities and Other non-controlling interests (continued)
(B) Other non-controlling interests

Other non-controlling interests included CSGHK’s pro-rata share of HK$5,115 million (2022:
HK$5,115 million) of redeemable shareholder capital of CAPCO. The redeemable
shareholder capital is subordinated, unsecured, interest free and has no fixed terms of
repayment. CAPCO can, at its sole discretion, redeem all or part of the redeemable
shareholder capital at any time after 31 December 2032.

As both the perpetual capital securities and redeemable shareholder capital do not contain any
contractual obligation to pay cash or other financial assets, in accordance with HKAS 32, they are
classified as equity and regarded as part of non-controlling interests for accounting purpose.

18. Bank loans and other borrowings
2023 2022
HK$M HK$M
Current
Short-term bank loans 4,059 3,163
Current portion of
- Long-term bank loans 7,111 1,820
- Notes under MTN programme 831 3,039
12,001 8,022
Non-current
- Long-term bank loans 3,950 8,241
- Notes under MTN programme 32,017 32,439
35,967 40,680
Total bank loans and other borrowings 47,968 48,702

During the year, senior unsecured notes of CNH300 million (net proceeds of HK$339 million) was
issued by Castle Peak Power Finance Company Limited under its MTN programme for re-
financing the construction of gas-fired generation unit of CAPCO.

As at 31 December 2023 and 2022, all of the Group’s borrowings are either denominated in or
hedged into Hong Kong dollar.
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NOTES TO THE FINANCIAL STATEMENTS

19.

Scheme of Control (SoC) reserve accounts

The Tariff Stabilisation Fund, Rate Reduction Reserve and Rent and Rates Refunds of CLP Power
are collectively referred to as SoC reserve accounts. The respective balances at the end of the year

are:

2023 2022
HK$M HK$M

SoC reserve accounts
Tariff Stabilisation Fund (A) 2,529 2,928
Rate Reduction Reserve (B) 114 40
Rent and Rates Refunds (C) - 126
2,643 3,094

The movements in SoC reserve accounts during the year are shown as follows:

(A) Tariff Stabilisation Fund

2023 2022

HK$M HK$M

As at 1 January 2,928 3,109
Transfer from Rate Reduction Reserve 40 3

Transfer under the SoC (i)

- transfer for SoC (to)/from revenue (Note 5) (48) 604
- charge for asset decommissioning (ii) (120) (73)
Special rebates to customers (iii) (271) (715)
As at 31 December 2,529 2,928
(i) Under the SoC Agreement, if the gross tariff revenue in a period is less than or exceeds

(i)

(iii)

the total of the SoC operating costs, permitted return and taxation charges, such
deficiency shall be deducted from, or such excess shall be added to, the Tariff
Stabilisation Fund. In any period, the amount of deduction from or addition to the Tariff
Stabilisation Fund is recognised as a revenue adjustment to the extent that the return and
charges under the SoC are recognised in the profit or loss (Note 5).

Under the SoC, a periodic charge to accrue for asset decommissioning is made with
corresponding deferred liabilities recognised in the statement of financial position of the
SoC Companies. The balance of the asset decommissioning liabilities account of
HK$1,575 million (2022: HK$1,463 million) recognised under the SoC represents a
liability of the Group.

During the year, a special energy saving rebate of HK¢9.3 per unit was provided to
customers with consumption units in their tariff bills not exceeding certain specified
levels. In 2022, a special rebate of HK¢2.1 per unit was made to all customers of CLP
Power.
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19. Scheme of Control (SoC) reserve accounts (continued)

(B) Rate Reduction Reserve

2023 2022

HK$M HK$M

As at 1 January 40 3
Transfer to Tariff Stabilisation Fund (40) 3)
Interest expense charged to profit or loss (Note 7) 114 40
As at 31 December 114 40

(C) Rent and Rates Refunds

In settlement of the appeals against the amounts of Government rent and rates levied for the
assessment years from 2001/02 to 2021/22, CLP Power had received refunds totalling
HK$3,031 million from the Hong Kong Government. Using the total amount of refunds
received, CLP Power provided customers with the Rent and Rates Special Rebate. As at 31
December 2023, all the rent and rates refunds received had been provided to customers
through the Rent and Rates Special Rebate.

The refunds are classified within the SoC reserve accounts. The Rent and Rates Special
Rebate paid to customers was offset against the refunds received.
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20. Deferred tax liabilities

The movement on the deferred tax liabilities account is as follows:

Tax Depreciation on Pumped Storage

Fixed Assets Deferred Revenue Capacity Derivatives Total
2023 2022 2023 2022 2023 2022 2023 2022 2023 2022
HK$M HK$M  HK$M HK$M  HK$M  HK$M HK$M  HK$M HK$M HK$M
At 1 January 15,378 14,735 (108) (113) 625 677 (75) (98) 15,820 15,201
Chgﬁggé(md'md) to profit 605 643 10 7 ) (52 @ 5 561 603

Credited to other

comprehensive income (117) 18 (11 18
Exchange differences - - (2) - - - - - (2)
At 31 December 15,983 15,378 (98) (108) 573 625 (194) (75) 16,264 15,820

21. Notes to the Consolidated Statement of Cash Flows

(A) Reconciliation of profit before income tax to net cash inflow from operations

2023 2022
HK$M HK$M
Profit before income tax 11,835 11,652
Adjustments for:
Transfer for SoC (48) 604
Net finance costs 1,357 854
Depreciation and amortisation 5,700 5,654
Net loss on disposal of fixed assets 340 211
Share of profits of joint ventures (188) (194)
Net fair value changes in financial instruments and exchange
difference 8) 12
Increase in customers’ deposits 329 300
Decrease/(increase) in fuel clause account 3,284 (2,357)
Decrease in rent and rates refunds (126) (242)
Special rebates to customers (271) (715)
Decrease/(increase) in inventory 714 (838)
Decrease/(increase) in trade and other receivables 84 (641)
Increase in trade payable and other liabilities 228 782
Decrease in current account with ultimate holding company 11 9
Decrease in current accounts with fellow subsidiaries (355) (289)
Net cash inflow from operations 22,886 14,802
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21.  Notes to the Consolidated Statement of Cash Flows (continued)

(B) Reconciliation of liabilities arising from financing activities

Debt-related

Bank Loans Derivative ~ Advances from
and Other Interest Lease Financial  Non-controlling
Borrowings Payables Liabilities Instruments Interests Total
HK$M HK$M HK$M HK$M HK$M HK$M
Balance at 1 January 2022 46,534 152 11 909 832 48,438
Change from financing cash flows
Proceeds from long-term borrowings 5,971 - - - - 5,971
Repayment of long-term borrowings (2,654) - - (217) - (2,871)
Decrease in short-term borrowings (146) - - - - (146)
Payment of principal portion of lease
liabilities - - (25) - - (25)
Interest paid - (1,230)" - - - (1,230)
Increase in advances from other non-
controlling interests - - - - 28 28
Settlement of derivative financial
instruments - - - (21) - (21)
Non-cash changes
Fair value loss of derivative financial
instruments to equity - - - 215 - 215
Additions of leases - - 87 - - 87
Net exchange and translation difference (968) - - 571 - (397)
Interest charged 31 1,327" 1 (87) - 1,272
Finance charge amortisation (66) - - - (66)
Balance at 31 December 2022 48,702 249 74 1,370 860 51,255
Balance at 1 January 2023 48,702 249 74 1,370 860 51,255
Change from financing cash flows
Proceeds from long-term borrowings 2,849 - - - - 2,849
Repayment of long-term borrowings (4,490) - - (165) - (4,655)
Increase in short-term borrowings 896 - - - - 896
Payment of principal portion of lease
liabilities - - (32) - - (32)
Interest paid - (1,724)" - - - (1,724)
Decrease in advances from other non-
controlling interests - - - - (271) (271)
Settlement of derivative financial
instruments - - - (175) - (175)
Non-cash changes
Fair value loss of derivative financial
instruments to equity - - - 955 - 955
Additions of leases - - 17 - - 17
Net exchange and translation difference (29) - - (54) - (83)
Interest charged 23 1,765" 2 133 - 1,923
Finance charge amortisation 17 - - - - 17
Balance at 31 December 2023 47,968 290 61 2,064 589 50,972

* Including capitalised interest
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22.

23.

Commitments

Capital expenditure on fixed assets, leasehold land and intangible assets contracted but not
recorded in the statement of financial position amounted to HK$5,239 million (2022: HK$6,253

million).

Related party transactions

(A) The following is a summary of significant transactions between the Group and related parties,
which were carried out in the normal course of business during the year ended 31 December:

2023 2022
HK$M HK$M

Purchase of electricity from a fellow subsidiary (i) 6,943 7,001
Engineering works rendered by a fellow subsidiary (ii) 459 397
LNG terminal services rendered by a joint venture (iii) 308 4

(i)

(i)

(iif)

CLP Power has arrangements with the fellow subsidiary, Hong Kong Nuclear
Investment Company Limited (HKNIC), to purchase nuclear electricity from
Guangdong Daya Bay Nuclear Power Station (GNPS). The base price paid by CLP
Power for electricity generated by GNPS is determined by a formula based on GNPS’s
operating costs and a calculation of profits with reference to the capacity factors.

The Group has entered into a number of engineering work contracts with a fellow
subsidiary, CLPe Solutions Limited, to develop, construct and maintain the Group’s
electricity supply facilities. The prices of the contracts are determined with reference
to the prevailing market prices.

CAPCO has entered into an arrangement with the joint venture, HKLTL, to receive
LNG terminal use and related LNG storage and regasification services from HKLTL.
The fee charged by HKLTL is mainly to cover the costs incurred in providing the
services.
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23. Related party transactions (continued)

(B) Total remuneration of the Company’s directors, who are the key management personnel of
the Group, is as follows:

2023 2022

HK$M HK$M

Fees - -
Salaries, allowances and benefits in kind (Note) 29 55
Provident fund contributions and gratuity payment 3 5
32 60

Note: The nature of these benefits in kind includes electricity allowance, the availability of a
company vehicle for personal use, life insurance and medical benefits.

There are no loans, quasi-loans or other dealings in favour of directors, their controlled bodies
corporate and connected entities (2022: None).

During the year and at the year end, no director of the Company had or has a material interest,
directly or indirectly, in any significant transactions, arrangements and contracts in relation to
the Company’s business to which the Company was or is a party (2022: None).

24, Ultimate and immediate holding company

The ultimate holding company and the immediate holding company of the Group is CLP Holdings
Limited, a company incorporated in Hong Kong and listed on the Stock Exchange of Hong Kong.
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25. Statement of financial position of the Company

Non-current assets
Fixed assets
Right-of-use assets
Intangible assets
Interests in subsidiaries
Derivative financial instruments

Current assets
Inventory
Trade and other receivables
Fuel clause account
Derivative financial instruments
Current account with ultimate holding company
Current accounts with subsidiaries and fellow subsidiaries
Deposits, bank balances and cash

Current liabilities
Bank loans and other borrowings
Lease liabilities
Customers’ deposits
Derivative financial instruments
Current accounts with subsidiaries and fellow subsidiaries
Trade payables and other liabilities
Dividend payables
Income tax payable

Net current liabilities

Total assets less current liabilities
Financed by:
Equity
Share capital
2,488.32 million shares issued and fully paid
Reserves (Note)
Shareholders’ funds

Non-current liabilities
Bank loans
Loans from subsidiary companies
Lease liabilities
Deferred tax liabilities
Derivative financial instruments
Scheme of Control (SoC) reserve accounts
Other non-current liabilities

Equity and non-current liabilities

Page 61
2023 2022
HK$M HK$M
88,042 84,809
40,301 36,822
373 -
20,440 21,123
1 6
149,157 142,760
43 40
3,089 3,122
328 3,543
14 18
63 75
172 105
256 197
3,965 7,100
(2,900) (4,362)
(2,707) (2,707)
(6,880) (6,551)
(554) (521)
(3,448) (3,316)
(4,407) (3,899)
(2,500) (2,500)
(747) (1,030)
(24,143) (24,886)
(20,178) (17,786)
128,979 124,974
20,400 20,400
29,510 28,055
49,910 48,455
1,238 1,680
26,508 27,266
35,141 31,661
11,343 10,993
1,294 940
2,643 3,094
902 885
79,069 76,519
128,979 124,974

Betty Yuen Law Ka Chun
Chairman Managing Director
21 February 2024
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25. Statement of financial position of the Company (continued)

Note:
Cash Flow Costs of
Hedge Hedging Retained
Reserve Reserve Profits Total
HK$M HK$M HK$M HK$M
Balance at 1 January 2022 (240) 21 25,818 25,599
Total comprehensive income for the year 196 (102) 8,712 8,806
Dividends paid/declared
2021 final - - (2,050) (2,050)
2022 interim - - (4,300) (4,300)
Balance at 31 December 2022 (44) (81) 28,180 28,055
Balance at 1 January 2023 (44) (81) 28,180 28,055
Total comprehensive income for the year (555) 120 8,880 8,445
Dividends paid/declared
2022 final - - (2,640) (2,640)
2023 interim - - (4,350) (4,350)
Balance at 31 December 2023 (599) 39 30,070 29,510
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Overview

In Hong Kong, CLP Power Hong Kong Limited (CLP Power) operates a vertically integrated electricity
generation, transmission and distribution business. The generating plants in Hong Kong are owned by
Castle Peak Power Company Limited (CAPCO), in which CLP Power owned 70%. CLP Power builds and
operates CAPCO’s power stations under contract and is the sole customer for CAPCO’s electricity which
CLP Power transmits and distributes to its customers in Kowloon, New Territories and most of the outlying
islands. CLP Power owns the transmission and distribution network.

Since financial year 1964, the electricity-related operations of CLP Power and CAPCO (the SoC
Companies) have been governed by a Scheme of Control (SoC) Agreement with the Hong Kong
Government. The SoC specifies the SoC Companies’ obligations to supply adequate and reliable electricity
supplies to customers at the lowest reasonable cost and the mechanism for the Hong Kong Government to
monitor their financial affairs and operating performance. In return, CLP Power is allowed to charge tariffs
designed to recover the operating costs (including tax) and allowed net return of the SoC Companies.

The current SoC took effect from 1 October 2018 and covers a term of over 15 years ending on 31
December 2033. The SoC contains a provision to give the SoC Companies protection for stranded costs,
which may arise as a result of future changes to the market structure which adversely impact on the SoC
Companies’ ability to recover and to earn returns on existing investments made in good faith in accordance
with the SoC. These costs will include the costs of investments, fuel and power purchase agreements
previously approved by the Hong Kong Government. If stranded costs arise after the SoC Companies have
implemented mitigation measures reasonably required by the Hong Kong Government, the SoC Companies
are entitled to recover them from the market, consistent with international practice. Three years before
market changes are introduced, the SoC Companies and the Hong Kong Government will agree on the
amount of stranded costs and the mechanism for their recovery by the SoC Companies.

Tariff Setting Mechanism

For each year, CLP Power designs the total tariff it charges to cover the SoC Companies’ operating costs
and allowed net return. The total tariff consists of the following components:

(i) basic tariff rate which is derived by taking into account the annual forecast of (a), (b) and (c) below,
using the formula “(a-b)/c”:

(a) the allowed net return and operating costs including the standard cost of fuels; generation,
transmission, distribution and administration expenses; depreciation; interest expenses; and
taxes;

(b) 80% of the profit on electricity sales to Mainland China; and

(c) local unit sales as determined by the load forecast.

(i) fuel clause charge or rebate (Fuel Cost Adjustment) which represents the difference between the
cost of fuels (including natural gas, coal and oil) and the standard cost recovered through the basic
tariff rate. The Fuel Cost Adjustment may be adjusted from time to time, including on a monthly
basis, to reflect changes in the cost of fuels consumed by the SoC Companies for the generation of
electricity.

Any difference between the actual profit for SoC operations and the permitted return for the year is
transferred to or from a Tariff Stabilisation Fund. The Tariff Stabilisation Fund does not form part of
distributable shareholders’ funds and represents a liability in the accounts of CLP Power. A charge on the
average balance of the Tariff Stabilisation Fund is credited to a Rate Reduction Reserve in the accounts of
CLP Power, which balance as at the end of each year is to be transferred to the Tariff Stabilisation Fund in
the following year.
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Permitted and Net Return
The permitted and net return that the SoC Companies are allowed under the SoC are calculated as follows:
*  The annual permitted return under the SoC is 8% of the SoC Companies’ average net fixed assets.

*  The net return under the SoC is the permitted return after the deduction or adjustment of the following
items:

(@) interest up to amaximum of 7% per annum on borrowed capital arranged for financing fixed assets;
(b) a charge of the average one-month Hong Kong Interbank Offered Rate on the average balance of
the Tariff Stabilisation Fund under the SoC, which is credited to the Rate Reduction Reserve;
(c) an excess capacity adjustment of 8% less an allowed interest charge up to 7% per annum on the
average related excess capacity expenditure;

(d) interest up to 7% per annum on the increase in average balance of the customers’ deposits in excess
of the balance as at 30 September 1998; and

(e) performance-linked incentives / penalties adjustments”

Category % incentives (+) / penalties (-)

Operation performance in the range of -0.05% to +0.05% on average net fixed assets
related incentives /

penalties

Energy efficiency and e amaximum of 0.315% on average net fixed assets
renewable performance * incentive of 10% of renewable energy certificates sales
incentives revenue

o five-year energy saving and renewable energy connections
incentives with a maximum of 0.11% on the average net
fixed assets at the final year of the five-year period

Demand response reduction | a maximum of 0.025% on average net fixed assets

incentive

Large-scale electricity a maximum of 0.03% on average net fixed assets for each single

supply interruption penalty | large-scale electricity supply interruption incident

(effective from 2024)

The net return is divided between the SoC Companies in accordance with the provisions of the agreements
between the SoC Companies. These provisions state that each company will receive that proportion of the
total net return represented by the net return that company would receive if it were the only company under
the SoC and the net return were calculated solely on the basis of its own financial statements.

Under the SoC, 65% of the energy efficiency incentives earned by the SoC Companies are to be contributed
to a CLP Community Energy Saving Fund (CESF) to support programmes in promotion of energy
efficiency, use of renewable energy, the disadvantaged groups and other programmes as agreed with the
Hong Kong Government. In addition, a new mechanism to provide additional financial support (special
tariff relief) by the SoC Companies in the event of severe international fuel crisis capped at HK$180 million
has become effective from 2024 to help targeted residential customers most in need of support.

The calculations shown on next page are in accordance with the SoC and the agreements between the SoC
Companies.
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Scheme of Control Revenue

Expenses
Operating costs
Fuel
Purchases of nuclear electricity
Provision for asset decommissioning
Depreciation
Operating interest
Taxation

Profit after taxation

Interest on increase in customers’ deposits
Interest on borrowed capital
Adjustment for performance incentives

Profit for Scheme of Control

Transfer from/(to) Tariff Stabilisation Fund

Permitted Return

Deduct Interest on / Adjustment for
Increase in customers’ deposits as above
Borrowed capital as above
Performance incentives as above
Tariff Stabilisation Fund to Rate Reduction Reserve

Net Return
CESF Contribution
Net Return after CESF Contribution

Divisible as follows:
CLP Power
CAPCO

CLP Power’s share of Net Return after CESF
Contribution

CLP Power

Interest in CAPCO
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2023 2022
HK$M HK$M
50,455 51,103
5,336 5,027
20,974 21,939
5,802 5,822
120 73
5,380 5,313
1,154 800
1,933 1,924
40,699 40,898
9,756 10,205
37 4
1,539 1,115
(642) (448)
10,690 10,876
168 (531)
10,858 10,345
37 4
1,539 1,115
(642) (448)
114 40
1,048 711
9,810 9,634
(230) (218)
9,580 9,416
6,351 6,239
3,229 3,177
9,580 9,416
6,351 6,239
2,261 2,224
8,612 8,463
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