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UTILITIES SECTOR Maintain NEUTRAL
Snippets from Dialogue with NRECC Minister

DEVELOPMENT

We hosted a dialogue session with YB Nik Nazmi, the Minister of Natural Resources, Environment and Climate
Change (NRECC) yesterday. The session was attended by representatives from both the investment community and
renewable energy sector. We share below some quick snippets from the session.

SNIPPETS FROM DIALOGUE SESSION WITH YB NIK NAZMI

Massive investments for the transition. The transition to reach the Government’s 70% RE capacity mix target by
2050 is expected to involve massive investment of RM637b based on estimates by the International Renewable
Energy Agency (IRENA) and NRECC, involving investments into new RE generation sources, strengthening of grid
infrastructure, storage system integration and grid system augmentation. Malaysia’s RE resource leans heavily
towards solar, which is intermittent in nature, hence energy storage systems (ESS) is expected to play a crucial role
in enabling more solar adoption. At this juncture, ESS cost is still expensive, and this was not helped by Malaysia’s
low and subsidised electricity tariffs previously which makes costly ESS integration unattractive. In comparison,
Singapore entails much higher market driven tariffs, hence it sees Singapore as a more viable market to export
Malaysia’s solar+ESS capacity in which the returns can then be reinvested to scale up domestic RE and ESS.

NRECC recognises that Tenaga faces ESG challenges given coal dominance in its business (which to be fair,
is a result of Government policy to diversify from gas-centric power generation in the distant past). However, NRECC
also recognises that Tenaga is working hard to grow its RE capacity, highlighting Tenaga’s RE asset acquisitions in
the UK and current bids in the RE sector in Australia. One of the aspects that the Minister highlighted was the fact
that these overseas ventures give Tenaga the exposure to market-based environment, as can also be seen in power
markets in which YTL Power (via YTL Power Seraya in Singapore) is operating in.

Is nuclear on the table? The straight answer is no. It was learnt that at this point, the Government is keeping its
stance on nuclear. Research facilities related to this is no longer operational and the Minister sees more need to
convince the public on nuclear-based power generation.

What about hydro? NRECC does not see large hydro as a sustainable long-term solution in the transition - for
Peninsular Malaysia, at least - given its environmental impact, but is more inclined towards small and micro-scale
hydro. Nevertheless, it does not intend to intervene with large hydro projects that are already approved.

On carbon tax. The Ministry of Finance is taking the lead on studies on carbon tax. While carbon tax implementation
may not materialise in the near-term - as NRECC believes it needs to undergo proper and comprehensive analysis
prior to rollout to avoid backlash - NRECC believes carbon tax introduction is inevitable in the long run as the
Government needs to send the right signals to the market in regard to carbon emission.

TPA in the works. The Government sees Third Party Access (TPA) to the grid as potential game changer to grow
direct PPAs between RE developers and offtakers. NRECC believes the higher rate for GETs (Green Energy Tariffs)
announced recently will benefit RE developers. However, for LSS developers, we understand that the environmental
attributes are surrendered to Tenaga hence we believe the benefits from higher GETs tariff might only be beneficial
to those developers involved in RE programs other than LSS.

Mechanism for RE export. The Energy Commission is working on a mechanism for an energy exchange which
will enable cross border RE trade, where essentially, all the RE which is to be exported will be traded via this
exchange. We reckon this could essentially take the shape a wholesale market for RE exports determined by market
rates. NRECC believes there is a ‘sweet spot’ for RE export from Peninsular Malaysia to Singapore, priced higher than
domestic tariffs but lower than competing export bids from Cambodia, Sarawak and Australia. Peninsular Malaysia
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also benefits from geographical proximity to Singapore with an existing interconnection in Johor, which significantly
lowers grid connection costs relative to competitors, in our opinion.

e Looking at rooftop solar as one of key driver of RE ambition. NRECC believes there is yet a lot of rooftop
solar potential that can be unlocked. It may consider incentives for rooftop solar installation, particularly to encourage
adoption for lower income households. Additionally, NRECC recently relaxed conditions on NEM (Net Energy
Metering) and SELCO (Self-Consumption) programs by increasing allowable capacity to 85% of consumption from
75% previously, while also allowing participation of high voltage consumers in the SELCO program (previously, only
allowed for low to medium voltage consumers in the non-domestic sector).

e Impact of electricity subsidy rollback on EV owners. NRECC acknowledges there will impact on EV owners
from the electricity subsidy rollback but highlights that current EVs available in the market are at higher price points
implying that the impact is mainly on the higher income households rather than those in the lower income segment.
It believes EVs will eventually be a game changer only once it reaches mass market price points of <RM100K. Fuel
subsidy rollback is also understood to be considered, but for this to be done in a big way, EVs need to be accessible
to the mass market.

e Pending more refined details from the National Energy Transition Roadmap next week, we are broadly positive on
the Government’s aggressive drive for the energy transition, which paints a fresh economic narrative to drive the
country towards a ‘green economy’. We keep to our sector thesis, in that we see pockets of opportunities within the
sector, particularly in the RE space. At this juncture, our top picks are YTL Power (BUY, TP: RM1.54) as a play into
RE exports and the group’s new strategic focus on building up RE and data centre capacity. Tenaga (NEUTRAL,
TP: RM10.00) is a potential beneficiary of grid investments to accommodate variable RE growth in the mix, though
we believe the eventual increase in self-consumption by consumers will inevitably take away some volumes from
Tenaga. We also like Ranhill (BUY, TP: RM0.73) — although Ranhill's core business is in water operations, it has
exposure to power generation assets and is beefing up efforts to grow RE capacity via the LSS and CGPP programs.
Broadly, we believe the RE EPCC players also stand to benefit from country’s RE drive. 7
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DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (197501002077 (23878 — X)) for distribution to and use by its
clients to the extent permitted by applicable law or regulation.

Readers should be fully aware that this report is for information purposes only. The opinions contained in this report are based on information
obtained or derived from sources that MIDF Investment believes are reliable at the time of publication. All information, opinions and estimates
contained in this report are subject to change at any time without notice. Any update to this report will be solely at the discretion of MIDF
Investment.

MIDF Investment makes no representation or warranty, expressed or implied, as to the accuracy, completeness or reliability of the information
contained therein and it should not be relied upon as such. MIDF Investment and its affiliates and related BNM and each of their respective
directors, officers, employees, connected parties, associates and agents (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential loess, loss of profits and/or damages arising from the use or reliance by anyone upon this report and/or further
communications given in relation to this report.

This report is not, and should not at any time be construed as, an offer, invitation or solicitation to buy or sell any securities, investments or
financial instruments. The price or value of such securities, investments or financial instruments may rise or fall. Further, the analyses
contained herein are based on numerous assumptions. This report does not take into account the specific investment objectives, the financial
situation, risk profile and the particular needs of any person who may receive or read this report. You should therefore independently evaluate
the information contained in this report and seek financial, legal and other advice regarding the appropriateness of any transaction in securities,
investments or financial instruments mentioned or the strategies discussed or recommended in this report.

The Representatives may have interest in any of the securities, investments or financial instruments and may provide services or products to
any company and affiliates of such BNM mentioned herein and may benefit from the information herein.

This document may not be reproduced, copied, distributed or republished in whole or in part in any form or for any purpose without MIDF
Investment’s prior written consent. This report is not directed or intended for distribution to or use by any person or entity where such
distribution or use would be contrary to any applicable law or regulation in any jurisdiction concerning the person or entity.

MIDF AMANAH INVESTMENT BANK: GUIDE TO RECOMMENDATIONS

STOCK RECOMMENDATIONS

BUY Total return is expected to be >10% over the next 12 months.
TRADING BUY Stock price is expected to rise by >10% within 3-months after a Trading Buy rating has been assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.
TRADING SELL Stock price is expected to fa//by >10% within 3-months after a Trading Sell rating has been assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.

ESG RECOMMENDATIONS* - source Bursa Malaysia and FTSE Russell

Fe¥eH Top 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell

Yoo fe Top 26-50% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
Kk Top 51%- 75% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
o Bottom 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell

* ESG Ratings of PLCs in FBM EMAS that have been assessed by FTSE Russell in accordance with FTSE Russell ESG Ratings Methodology



