UTILITIES

Snippets from NETR Phase-1

KEY INVESTMENT HIGHLIGHTS
¢ NETR Phase 1 unveils 10 flagship catalyst projects

¢ Heavy emphasis on RE development and solar deployment
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Maintain POSITIVE

¢ Upcoming Phase 2 launch to outline details on establishing a low carbon pathway, national energy mix

and emissions reduction targets and enablers

e We keep our POSITIVE stance on Utilities premised on a firm policy layout on energy transition which

should drive improved growth and ESG profile

Focus on scaling up RE capacity. NETR Phase 1 launch focused on 10
flagship catalyst projects and initiatives based on 6 energy transition
levers namely, RE, energy efficiency, hydrogen, bioenergy, green mobility
and CCUS. The 10 projects worth RM25b launched primarily focused on
RE development. Broadly, it includes establishment of a humber of RE
zones, ESS (energy storage system) development, hydrogen development
projects, bioenergy, green mobility and CCUS (carbon capture, utilisation
and storage).

Sabah focus was a pleasant surprise. One of the initiatives outlined
was on Sabah energy security, which was a pleasant surprise considering
minimal fanfare on this prior to the announcement. The initiative entails
an integrated measure to secure Sabah'’s long-term energy supply, which
includes development of LSS and small hydropower plants, formulation of
policy and regulatory framework on biowaste and feasibility for
geothermal. We think Ranhill (BUY, TP: RMO0.73) could be one of key
potential beneficiaries, especially for Sabah LSS and geothermal given its
long track record operating in Sabah power sector and having been
involved in both LSS in Peninsular and geothermal exploration in Tawau,
Sabah. Sabah suffers from (power) undercapacity yet it accounts for 35%
of Malaysia’s RE resource, hence we believe the move to unlock Sabah’s
RE potential is a step in the right direction.

Strong focus on solar. Projects under NETR Phase 1 emphasizes RE,
especially solar. A number of RE zones are slated to be developed,
including a 1GW hybrid solar plant with an integrated RE industrial park
to be developed by UEM Group in collaboration with Itramas Corp Sdn
Bhd. Meanwhile, Tenaga (BUY, TP: RM10.50) will be developing 5
centralised LSS parks totaling 500MW capacity (100MW each) as well as
a 2.5GW hybrid hydro floating solar at its Kenyir and Sungai Perak hydro
power plants. The hybrid system is expected to allow almost 24-hour RE
generation availability. We learnt that these hybrid projects are being
considered for export capacity to Singapore, which requires rather
demanding 75% load factor for clean energy supply. Tenaga is also
investing some RM35b for grid development between 2025-30, which it
expects to recover via higher tariffs for RE export and Green programs for
consumers.

COMPANY IN FOCUS
Samaiden Group Berhad
Maintain BUY | Unchanged Target price: RM1.54
Price @ 27% July 2023: RM1.29
e Stands to benefit from emphasis on solar
development under NETR, backed by a strong
balance sheet

e  Solid orderbook at 2.1x FY22 revenue

e  Strong RM1b tenderbook — upcoming CGPP awards a
potential catalyst

Share price chart
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Tenaga Nasional Bhd

Maintain BUY | Unchanged Target price: RM10.50

Price @ 27 July 2023: RM9.60

e  Firm policies to drive aggressive RE targets serves to
enhance capacity growth prospects and improve
Tenaga'’s ESG profile

e As a monopoly, Tenaga to benefit from grid
investments to support higher VRE penetration and
RE exports

Share price chart
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EPCC players benefit from solar-heavy focus. We believe the solar EPCC layers namely Samaiden (BUY, TP:
RM1.54), Sunview (BUY, TP: RM1.32) and Pekat (BUY, TP: RM0.57) also stand to benefit from the NETR’s heavy
focus on solar. Other than the RE zone projects, the NETR emphasizes on rooftop solar development with introduction on a
rooftop leasing scheme for individual premise owners to allow usage of their rooftops for solar deployment by solar
developers, which is expected to drive development of rooftop solar in the country. Rooftop solar installation accounts for
some 42GW (or 16%) of potential solar resource in the country. We reckon the 1.5GW potential alone (from UEM Group’s
RE zone and Tenaga'’s solar park) could give rise to ~RM4.5b of EPCC prospects.

Eagerly awaiting Phase 2 launch. NETR Phase 2 is expected to reveal details on establishing a low carbon pathway,
national energy mix and emissions reduction targets and enablers. Notably, the NETR gave indications of the Government’s
intention to implement TPA for the power sector (which is expected to drive growth of corporate PPAs) and restructure
electricity tariffs — these are expected to ensure cost reflectiveness and enable higher penetration of RE.

We keep our POSITIVE stance on Utilities premised on a firm policy layout for the energy transition, which should drive a
sector re-rating on improved growth and ESG profile. Our top picks are the EPCC sub-sector players namely Samaiden,
Sunview and Pekat. We also turned positive on Tenaga as the more aggressive stance on RE development should pave
way for it to accelerate decarbonisation of its generation portfolio and improve its ESG profile.

Table 4: Sector Valuation Summary

Shr Price EPS (sen) PE (x) ROE Div Yield Market Cap TP
Companies FYE Rating (RM) FY23 FY24 FY23 FY24 (%) (%) (RMm) (RM)
Ranhill Utilities Dec BUY 0.580 3.6 35 16.1 16.6 5.9 5.2 741.3 0.73
Tenaga Nasional  Dec BUY 9.600 83.2 85.6 115 11.2 7.0 4.5 54,888.2 10.50
YTL Power Jun BUY 1.370 13.6 15.2 10.1 9.0 8.0 5.5 9,560.6 1.54
Samaiden Jun BUY 1.290 2.9 5.9 44.8 21.8 19.3 0.0 508.3 1.54
Sunview Dec BUY 0.820 2.8 4.7 29.3 17.4 17.5 0.0 383.8 1.32
Pekat Dec BUY 0.440 1.9 2.3 23.2 19.1 9.5 0.0 283.8 0.57

Source: Companies, Bloomberg, MIDFR
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Key Flagship Projects under NETR Phase 1

Energy
Transition Flagship Modalities Champion
Levers
Energy Efficient Energy Efficiency and Conservation Act (EECA) NRECC
Effici Switch The Energy Efficiency and Conservation Bill to regulate

il wWitc energy-intensive users, buildings and products will be
(EE) tabled in Parliament in the fourth quarter of 2023.

Energy Audit For Rail Sector MOT

Railway operators to perform energy audit exercise
under the Energy Audit Conditional Grant (EACG 2.0)
aimed at establishing the current energy consumption
baseline, identifying potential energy savings in their
premises and lowering utility costs.

Renewable Renewable Lﬂlg!smtedlﬂ It*m;t deuctaimable devel . E‘Eﬂ?ﬂlﬂﬁhﬂemaﬂ
rge-scale, integ sustainable developmen iona
Energy {RE} En ergy Zone spanning the entire energy supply chain, from
(RE Zone) generation and energy storage to efficient demand

management and consumption, will be created. A pilot
RE Zone will be established encompassing an industrial
park, zero-carbon city, residential development and
data centre.

Solar Park THNE
Centralised large-scale solar (LSS) parks co-developed

by TNB, in partnership with SMEs, cooperatives, and

state economic development corporations. These parks

will consist of 100 MW deployment persite across 5 sites

in several states.
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Renewable Renewable
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Hydrogen

Hydrogen
for Power

Hybrid Hydro-Floating Solar PW [ HHFS)
Development of 2500 MW HHFS potential at THE hyd ro
dam reservoirs will increas e RE generation close to
24-hour availability. The hydro plant acts as enengy
storage by conserving the water in the resenvoir during
peak hours and discharging it during non-peak, while
providing quick response to the duck curve Reduce
irvestment by wtilising existing hydro infrastructure as
compared to BESS + solar PV, Potential scaling up for
future green hyd mogen feedstock in collaboration with
ot her hydrogen producers such as Gentan as the green
electron offtaler.

Residential 5olar

The construction of 4.5 MW solar capacity acnss 450
homes in City of Elmina and Band ar Bukit Raja. Up to 10
kW solar capacity per housethrough rooftop lessing
with offtale within the township by high-demand users
from the commerdal orindustrial sector

Energy Storage System (ESS)
Deve opment ofutility-scale ESS to enable higher
penetration of variable RE in Malaysia.

Sabah Energy Security Initiative

An integrated initiativeis underway to secure the
long-term energy supply and suppaort the
socioeconomic development of the state. This includes:
the development of |arge-scale solar [LS5) and small
hydropower plants; the formul ation of policy and
regulatory framewo rk on biowaste to ensure a
consistent supply offeedstock; and the feasibility of
geothermal for power generation.

Sarawak Hydrogen Hub

| mipl ementation of three integrated pro jects to produce
green hydrogen will pro pel 5 arawek as a regional green
hydrogen hub. These projects imolve the development
of 2 green hydrogen production plant in Kuching by
2025 for domestic use, and two plants in Bintule by
2027, main by for export purposes. Sarawak State
Govverm ment through SEDC Energyis collabo rating with
strategic partners to develop the state into a green
hrydrogen hub.

Co-Firing of Hydrogen and Ammania
Green hydrogen and ammaonia co-finng in collzboration
with PETRONAS to decarbonise THE generation plants.
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Modalities

Biomass Clustering

Development of potent izl biom ass clusters with a
centralised plant using aggregated feedstock from
mu Iti ple neighbouringmills. Biomass clustering is
expected to improve economies of scale as well 2
secunng larger and more relizble feedstock.

Biomass Co-firing

Co-firing initiative at the existing 2100MW Tanjung Bin
Power Flant by buming biomass along with coal.
Biomaszs sownces include Emipty Fruit Bunch (EFB)
péllets, wood chips, wood pellets, bamboo pellets,
coconut husk and rice husk. A pilot phase of co-firing
will comimence in 2024 with 2 view to scaleupto a

i mimum of 15% biomass co-fiing capacity by 2027,

EV Charging Stations

Installation of 10,008 EV charging stations by 2025 along

highways and at selected commercial buildings in
collaboration with s rategic partners, among others,
THE, Plus Malaysia Berhad [FLUS], Permodalan
Nasional Berhad [PHB], Gentar and Sumway Group.

Maobile Hydrogen Refuelling Station
Introduction ofthe first mobile hydrogen refuelling
station for trans portation in Peninsular Malaysia, in
collaboration with HanoMalaysia Berhad, PETROMNAS,
United Motor Works (UMW) and the MGTC.

Public Trans port Electrification

This project invo ves gectrification of first and last mile
public transport 2nd upgrading infrastructure and
electrical lines at bus depots for charging, with
maintenance, repair and overhaul [MRO) op portunities
for local SMEs.

Solar Photovo leaic | PY) Installation for Rail
Opermations

The Rzil Sector Energy Management and Renewable
Energy [EMRE) Action Plan entails the installation of
5olar Photowo ftaic (PV) systems for non4raction
electricity usagein rzil operations such as stations and
depaots.

Biofuels Hub

Abio-refinerywill be developed in Pengerang, Johor, to

serve 25 a catalyst for creating hubs to produce 2 rnge
of bic-based products, including sustainable aviation
fuel [5AF), hydrotreated vegetable oil (HWO], advanced
sugainable fuel [ASF) and biochemicals.
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Levers

CCus CCS for
Industry

Source: Ministry of Economy MIDFR

Modalities

Regulato ry Framewo i

Development of policy and regulatory frrmework to
facilitatethe implementation of OCUS projects,
including transbound ary carbon mowvement.

Kasawari and Lang Lebah CC5

Imipl ementation of carbon capture and storage [CC5)
catalyst projects for Hasawari and Lang Lebah high-C0z
gas fields, which are expected to be in operation by
2026 and 2028 respectively. CC5 technologywill be used
to capture £02 from the gas production field and storeit
in the depleted fields.
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (197501002077(23878 — X)).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

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 companies 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 companies 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.
N , T . . .
TRADING BUY Sto;l§ 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 /a//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

FAIK Top 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
Yo Top 26-50% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
e Top 51%- 75% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
Y 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



