POWER UTILITIES
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Maintain POSITIVE

¢ A slew of RE programs announced by the Ministry of Energy Transition and Public Utilities

e Strong visibility of RE pipeline in the next 24 months

e RE EPCC sub-sector is a key immediate-term play into this theme, followed by asset owners

¢ We keep our POSITIVE stance on Power Utilities premised on a firm policy layout on the energy transition
which should drive improved growth and ESG profile for the sector

What'’s new? The Ministry of Energy Transition and Public Utilities
(METPU) announced its 2024 RE initiatives and programs last week. These
include:

(1) A fifth cycle of the Large Scale Solar (LSS) program with a 2GW quota
allocation which is by far the largest for the LSS program. Capacity
bid limit is upped to 500MW (maximum capacity per bidder was
100MW in LSS3 and 50MW in LSS4) while a special category for
floating solar was created with a 500MW quota. Bidding to be opened
from 1%t April 2024.

(2) Additional 400MW quota for the Net Energy Metering (NEM) program
comprising 300MW for NEM NOVA and 100MW under NEM Rakyat,
which will be offered from 5™ February 2024 until December 2024.

(3) Low Carbon Energy Generation (LCEG) program through the NEDA
mechanism with a quota of 400MW for development of non-solar RE
such as wind, small hydro, biogas, biomass and hydrogen from 5t
February 2024 onwards.

(4) A pilot project for a battery energy storage system with a capacity of
400MWh to be undertaken by Tenaga (BUY, TP: RM11.00). The
project is expected to commence in 1QCY24.

Strong visibility of RE pipeline. The latest announcement by METPU
underpins a strong visibility of RE pipeline for the power sector this year.
We believe RE EPCC players such as Samaiden (BUY, TP: RM1.54),
Sunview (BUY, TP: RM1.13), Pekat (BUY, TP: RMO0.63) and
Solarvest (Non-Rated) are among the immediate term beneficiaries
given a potential step-up in demand for RE EPCC services. The 2.4GW
combined solar quota under the latest LSS and NEM program translates
into an estimated RM7.2-8.4b worth of EPCC jobs which we expect to be
tendered out in the next 12-24 months, providing significant orderbook
expansion opportunities. This is on top of upcoming tenders for: (1)
800MW CGPP power plants which we expect to come within 1HCY24
entailing RM2.4b worth of EPCC jobs, (2) First 500MW of the UEM-Itramas
1GW hybrid solar NETR flagship project in Johor entailing potentially
RM1.5b worth of EPCC jobs.

COMPANY IN FOCUS

Samaiden Group Berhad

Maintain BUY | Unchanged Target price: RM1.54

Price @ 26" January 2024: RM1.19

e One of key beneficiaries of a step-up in RE EPCC
demand from strong RE pipeline

e  Solid orderbook at 2.8x FY23 revenue

e  Upcoming CGPP EPCC award a potential immediate-
term catalyst

Share price chart
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Tenaga Nasional Berhad

Maintain BUY | Unchanged Target price: RM11.00

Price @ 26 January 2024: RM10.54

e  Potential bidder for large capacity bids under LSS5

e  Firm policies to achieve aggressive RE target
enhances 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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Big boys are likely to compete for larger capacities. Within the asset owner space, we believe the big players within
the utilities sector such as Tenaga and YTL Power are likely to come in as anchors in its consortiums, especially for larger
capacity bids. One of the key changes in the latest LSS is the rise in capacity bid limit to 500MW which is 5 times the previous
100MW limit for LSS3 and 10 times the 50MW limit for LSS4. We reckon a project of such a size could entail a huge capex
of some RM2-2.3b which requires fairly demanding balance sheet capacity. Having said that, we note that prior LSS winners
also included non-utilities players from the property, plantation and construction sectors. Landowners could come in as
strategic partners given huge requirement for landbank e.g., a 500MW solar farm is estimated to require at least 2000 acres
of total landbank. It is uncertain at this point if the regulators will allow multiple locations for each LSS bid pending official
details of the program.

Risk of excessive competition. One of the key pain points in prior LSS programs was the excessive competition to supply
energy to a single buyer which has driven down returns to single digit levels. The CGPP (Corporate Green Power Program)
model in our opinion is a more liberalized model allowing players to seek their own offtaker, thereby allowing better price
discovery in the market. Having said that, we also take note of the fact that the CGPP are essentially exclusive arrangements
between solar power producers and their offtaker that requires a fair allocation of grid upgrade costs (to accommodate more
injection of intermittent RE sources to the grid), which is currently absent. Once such fair cost allocations and third-party
access to the grid (TPA) are established, we believe a more liberalised model for large scale RE could be expected.

Recommendation. We reaffirm our POSITIVE call on the power sector on the back of a clear and firm policy layout on
the energy transition, which we believe should drive a sector re-rating on improved growth and ESG profile. The latest
announcements by METPU underpins the policy drive to achieve 70% RE penetration by 2050. Our top picks are the EPCC
sub-sector players namely Samaiden (BUY, TP: RM1.54), Sunview (BUY, TP: RM1.13) and Pekat (BUY, TP:
RMO0.63) being key immediate-term beneficiaries of the various RE program rollout. Tenaga (BUY, TP: RM11.00) is one
of the key beneficiaries in the asset ownership space, being the sole operator of the grid, which is expected to see a step-
up in capex to accommodate RE supply expansion.

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 (U.R.) Dec NEUTRAL 1.140 3.6 3.5 31.7 326 5.9 2.6 1,456.9 0.80
Tenaga Nasional Dec BUY 10.540 70.4 85.6 15.0 12.3 7.0 4.9 60,262.7 11.00
YTL Power (U.R.) Jun BUY 3.970 22.3 35.6 17.8 11.2 8.0 3.1 32,165.7 2.99
Samaiden Jun BUY 1.190 2.9 5.9 41.3 20.1 193 0.0 468.9 1.54
Sunview Mar BUY 0.680 2.8 3.0 24.3 22.7 175 0.0 318.2 1.13
Pekat Dec BUY 0.420 2.1 2.5 20.0 16.8 9.5 0.0 270.9 0.63

Source: Companies, Bloomberg, MIDFR U.R.: Under Review
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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 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 an 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.
TRADING BUY ﬁgos«i:tl?vgr;‘cswissﬂgﬁected to rise by >10% within 3-months after a Trading Buy rating has been assigned due to
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



