MANAGEMENT'S DISCUSSION AND ANALYSIS

CLP Group

The financial results for 2005 reflected the steady growth of
our electricity business in Hong Kong and continuous expansion
of our energy businesses elsewhere.

The following charts explain the Group’s financial performance in 2005 and the relative contributions made by each of our
major business streams to that performance. Our objective is to provide a clear and accessible picture of the key drivers behind
CLP's performance during 2005.

We start by setting out the Group’s operating earnings in 2004 and explaining the major variations (plus or minus) which have
impacted on the earnings for 2005. We then show how each of our four main business streams contributed to Group operating
earnings, as well as the major variations between 2004 and 2005 in the earnings within each business stream.

CLP Group

. _ | 8,241 2004 Operating Earnings
- +259 Electricity business in Hong Kong
I +30 Sales to Chinese mainland from Hong Kong
I +33 Generating facilities in Chinese mainland serving
Hong Kong
I +99 Other power projects in Chinese mainland
I +82 Energy business in Australia
. +204 Electricity business in Asia
. +167 Gain on disposal of small properties
I +53 Electricity-related business
=71 I Unallocated expenses
'm 9,097 2005 Operating Earnings
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[l Electricity Business in Hong Kong 1l Electricity Business in Chinese Mainland [l Electricity-Related Business and Sales to Chinese Mainland
B Energy Business in Australia 0l Electricity Business in Asia
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2005 Operating Earnings

The following pages provide, in respect of each business stream, a further explanation of key business and operational events

and financial performance in 2005.

CLP Holdings Annual Report 2005

15



