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Evolution of Malaysian Electricity Supply Industry (MESI)

Gen Competitive Bidding

National Green IBR Pilot Project
Technology Policy

launched 2012
2009

First electricity supply in
Malaysia by private concerns

Separation of commercial and
operations of the Grid
Operator

Public enterprises through Municipalities and

state departments
L FRAGMENTED
Energy Commission (EC)

operationalised in May 2001

Egerton’s White Paper
Formation of Central
Electricity Board (CEB)

INTEGRATED

Five Fuel Policy
(RE & EE)

Malayanisation :
Name change to National
Electricity Board (NEB)

DEVELOPMENT

Sabah Electricity Board (SEB)
Privatised as SESB and taken over
by TNB

CONSOLIDATION Two Oil Shocks
Rural Electrification

PRIVATISATION

e Consolidation of Industry

¢ Four Fuel Policy
e Public Listing of TNB

e |ntroduction of IPPs

e TNB Corporatised

e Department of Electricity and Gas Supply
(DEGS) established

* Electricity Supply Act enacted (1990) @




Weekly Peak Demand and Trough

Weekly Peak Demand & Trough (MW) - Week Ending 23/09/2012
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ENERGY DEMAND CONTINUES TO GROW
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FINDING AN OPTIMAL BALANCE

COST SAFETY
$ ASPECT

Demand growth,  Cost-efficiency of Cllmate. cha.n.ge e Satetyls
. . sustainability regulatory
depleting energy generation )
. R drive, often aspects of fuel of
resource and fuel choices vis-a-vis I . .
- . e conflicting with choice e.g. coal
energy reliability ) .
cost- with emissions &
competitiveness nuclear with

& energy security radiation risks

Four differing elements creating a labyrinth of complexity, requiring a delicate
balance to adequately achieve a state of optimal equilibrium for sustainability,
security and stability

) muss.....



POWER SECTOR CARRIES THE BURDEN OF EMISSION CONTROL

% of the total CO, emissions in 2005 (Malaysia) 1

2020 projection
(BAU scenario)?!
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Others Palm Oil Transport Oil & Gas  Power Source:
1. Khazanah Malaysia Analysis

...because we are highly dependent on fossil fuels for electricity generation

...like it or not, fossil fuels will remain
as the dominant sources of energy
for decades to come...
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GRADUAL REMOVAL OF SUBSIDIES

e

| o e Electricity

v | i tariff will be
| increased..

- Gas price (Power) by RM 4.65/ MMBTU
- Gas price (Non Power) by RM 2.52 / MMBTU
—>Electricity tariff by RM 0.024 / kWh

Thereafter, increase Gas Price (Power & Non Power) by RM
3.00 / MMBTU and Electricity tarif RM 0.016 / kWh every 6

months
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Subsidy Rationalisation Lab Open Day
PEMANDU (2010)

Kenyataan Akhbar - Semakan Semula
Tarif Elektrik di Semenanjung Malaysia
Berkuatkuasa 1 Jun 2010

“Gas price to the power sector and industry will be
increased by RM3/mmbtu every 6 months”

Press Statement by Minister in PM’'s Dept (June 2011)

“Government has agreed in principle to adopt FCPT mechanism for future
tariff setting...based on 6 months actual cost of gas and coal for

electricity generation”

Press Statement by KETTHA Minister (June 2011)
e



The Case For Energy Efficiency
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“Tcmlght an in- depth look at what each of us can do to
help conserve electricity.”




CROSS BORDER POTENTIAL - ASEAN POWER GRID
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WHAT ABOUT NUCLEAR POWER ?

uclear pover 7 Nok in our
bl.':kjnrd.
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Villagers protesting the 275kV Bkt Tarek — Chubadak
which passes through Kg Sg Terentang, Rawang




IBR Is A Form Of Economic Regulation

What is Economic Regulation/IBR ?

¢ Form of government intervention to address
inefficiencies arising from monopolistic markets e.g.

natural monopoly sectors of electricity transmission
and distribution

¢ A substitute for competition where competition is
not possible

Aims to Ensure That:

¢ Customers of monopoly are protected
¢ Prices TNB charges will be based on efficient costs

¢ Quality of service and performance of the
companies assets are maintained

* TNB gets the right incentives to improve their
performance and increase investments on an on-
going basis

Broadly three kinds of incentives

—[ OPERATIONAL EFFICIENCIES }

e Rewarded for seeking efficiencies in
operational and capital expenditure

—( FINANCIAL EFFICIENCIES ]

e Rewarded for maintaining an efficient capital
structure

—[ PERFORMANCE EFFICIENCIES 1

J

e Rewarded for delivering improvements in
network performance

**These efficiency gains achieved are then shared with tlw

stomer



