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Agenda

• Case Study (CLP): FX risk management 
and hedging instruments

• Case Study (Hysan): Treasury Management 
System and Hedge Accounting

• How to fit in China to the overall FX 
Strategy
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CLP Group’s Investments Profile

Remark: Investments in EGCO and 
BLCP are held through OneEnergy, 
a joint venture with Mitsubishi 
Corporation.

• CLP Power is the largest utility company in HK, serving >75% of 
the population

• Overseas investments in China, Australia, India, Thailand and Taiwan
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CLP Group’s Portfolio by
Geographical Region

Source: 2006 CLP Holdings’ Interim Report
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Foreign Exchange Risk 外汇交易风险

Risk Management Philosophy
× Identify and quantify risk level
× Establish FX Risk Management Policy to mitigate or reduce FX 

risks 外汇风险管理政策

× Bottom-up approach – take into account of project economics, 
project agreements, domestic market, currency volatility etc. in
forming FX risk management policy

× Periodic review of FX Risk Management Policy to 
accommodate project / market development 定期检阅对冲策略

× Speculative transactions are not allowed 不容许投机性活动

× Prefer project level mitigation or cost effective instruments (e.g. 
local currency funding, FX indexation in project agreements, 
cross-currency swap, FX forward contract) 当地货币融资,在有
关项目的协议中加入指数化机制, 有成本效益的外汇风险工具,
货币掉期合约及外汇期货合约

× Seek for IAS39 hedge effectiveness 有效对冲
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FX Transaction Risk 交易性质外汇风险

× Primarily arises from (a) CLP Power payment obligations for debt
repayment, interest payments, nuclear power purchases and other fuel-
related payments遠期支付責任, (b) equity or payments related to M&A 
transactions 合并收购

× FX transaction risk can give rise to cashflow and P&L impact 影响现金流
或年度盈利

× Segregation into Committed Exposure (合约性的承担)and Anticipated 
Exposure (预期性的承担).  Committed Exposure requires higher FX 
coverage than Anticipated Exposure.

USD-HKD 3-yr Forward vs USD-HKD spot rate
USD-HKD 3-yr forward rates have 

been in discount since Sept 03

USD-HKD spot

USD-HKD 3-yr forward
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FX Translation Risk 汇兑性质外汇风险

× CLP’s major FX translation risk arise from overseas investments which
are denominated in foreign currencies other than its functional currency 
(HKD) 汇兑性质外汇风险主要來自集團在海外以當地幣值進行的投資項目

× FX translation risk does not affect CLP’s cash flow or profit (i.e. 
exchange gains / losses are balance sheet items) until divestment 汇兑
性质外汇风险不影响现金流或集團的年度盈利 (外币汇兑损益被列入集团
资产负债表的股本部分)

Risk Management Philosophy
× CLP’s policy of not hedging FX translation risk is predicated on 中电不对

冲汇兑性质外汇风险:
• Resilience of the Group’s debt / total capitalization ratio to currency 

movement 负债对总资本比率能抵受汇兑波动的影响
• Relative cost associated with hedging the exposure 对冲投资项目的

汇兑风险涉及的相对成本
• Limited availability of effective hedging instruments 有效对冲工具有

限
• Long-term view of CLP’s oversea investments 长线角度看待投资项目
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Historical Foreign Currency Movements 
which CLP has been Exposed to
% Change since Jan 03 (自2003年一月起的外汇率百分率变化)
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Value-at-Risk (VaR) measurement on potential FX translation risk exposure 外匯變動風險值計算
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