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Reforms
for power
sector?

by P VUIAN

MALAYSIA’S power sector that
thrives on generous government
subsidy and offers low electricity
tariffs to consumers, compared to
its neighbours, is now bracing for
major reforms as authorities plan to
cut the grant.

For decades Malaysian homes
and industries enjoyed cheap tariff,
but this luxury could vanish if go-
vernment withdraws its billion
ringgit subsidy that has ballooned
over the years.

Annual fuel subsidies total near-
ly RM12 billion, which analysts say
has distorted prices, led to over us-
age of electricity and even created
shortage of capacity.

Political critics argue these funds
could be channelled prudently to
more public-oriented projects
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MyPower objective is to get the least cost, says CEO Abdul Razak

FRoM P1 Power sector
such as healthcare or schools.

Malaysia’s electricity tariff re-
mains lowest in the region at 28
sen per kWh, compared to Sin-
gapore’s 65 sen or Thailand’s 38
sen but this has been achieved
through subsidies which is be-
coming a political “hot potato”
in Malaysia with the govern-
ment mindful of repercussions
if it rolls back subsidies.

As a solution, the govern-
ment set up an independent
agency in 2009 to study the situ-
ation with a view of reforming
the whole supply and demand
structure of the power sector.

The MyPower Corp was
tasked with making recom-
mendations and oversee im-
plementation of the entire sup-
ply chain to ensure industry
runs efficiently, consumers pay
fair tariff and the sector sur-
vives without subsidies.

A 62-year-old veteran, Datuk
Abdul Razak Abdul Majid, an
electrical engineer with some
40 years experience in the pow-
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er industry, was tasked with
rejuvenating the industry as
Mypower CEO.

“Critically and objectively
we are looking into these is-
sues, there is no one solution to
fit all. Qur objective is to get
the least cost,” Abdul Razak
told The Malaysian Reserve in an
exclusive interview.

He had to resolve high-volt-
age woes plaguing the sector
and introduce some unpopular
changes, which irked few in-
dustry players.

For a start, MyPower set out
to revise the controversial first-
generation power purchase
agreement (PPA) with inde-
pendent power producers

(IPPs), so that second- and
third-generation producers sell
electricity with thinner mar-
gins to TNB in the future. At
the same time first-generation
IPPs are also asked to subscribe
to the new rates as their power
purchase agreements expire.
MyPower also sought to re-
lease the power supply indus-

try from legacy political con-
nections by introducing open
bidding for new power projects
— something that was demon-
strated recently with the Prai
gas-fired power plant of
1,000MW to 1,400MW that was
awarded to TNB.

To slash generation costs, My-
Power has also recommended
power producers use more coal
to generate electricity, weaning
the industry from highly subsi-
dised gas which has become ex-
pensive due to supply disrup-

tion and pricing concerns.

“We have made some sub-
stantial progress in all these
areas, we have done more than
80% of the work we are sup-
posed to do. You can see some
of the outcomes.

“For example, regulator pro-
curing capacity through a bid-
ding progamme, that is one of
our earlier recommendations.
We resolved the PPA issue, we
went on a bid process for those
who like to extend their serv-
ices, it was not a negotiated

format,” Abdul Razak said.
Now, a bigger task for Abdul
Razak, a former TNB corporate
affairs senior VP, is to shape up
his former employer TNB.
MyPower is looking at un-
bundling TNB — splitting
power generation, distribution
and transmission units — ar-
guably even more politically

sensitive than tariff revisions.

Abdul Razak’s team has set
new parameters for his old
company to enhance efficiency
and transparency.

“Internally we did some
clean up, unbundling of TNB.
TNB’s accounts have been
streamlined, we would like to
separate regulated from the
non-regulated components. We
want TNB to be more transpar-
ent,” added Abdul Razak.

Even these corrections are
not shining enough in the sec-
tor, powering at 4% to 5% an-
nually, as industry watchers
gripe of uncertainties that can
drive out investors and ques-
tion on “political will” to push

reform agenda.

“There has been very good
progress now. Industry is di-
rected towards a more sustain-
able (sector) and MyPower has

done a good job. But decision
makers need the political will
to bring drastic changes,” said a
Kuala Lumpur-based analyst.

Delay in implementing the
incentive based regulations
(IBR) that includes fuel cost
pass through (FCPT) mecha-
nism, tariff revision and sec-
tor’s subsidy withdrawal re-
main hagging issues.

“Lot of progress but uncer-
tainties still there. When IBR
and FCPT will be introduced,
because this will impact tariffs
and pass higher costs to con-
sumers. Need to remove the
risk of higher energy price.

“And who will monitor the
implementation of IBR, gov-
ernment must be more trans-
parent and give confidence to
investors, especially foreign
investors,” added another
power industry observer.
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