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Message from MGA President
Dear Members, Associates and Friends of the Malaysian Gas Association, Ladies & Gentlemen,

We will soon be saying farewell to the year 2015 and welcoming the new year 2016. Each new
year brings fresh hopes and renewed vision of a better year ahead. The past 12 months have
certainly been a very challenging time for the industry, both in Malaysia and globally. With the oll
prices plunging more than 60%, many companies have been badly affected with massive cuts in
operating and capital expenditures, slowing down of projects and staff layoffs. The outlook for
2016 is not very pretty with large inventory buildup and new production coming into any already
oversupplied market. Demand is also expected to grow slowly. While there are differing views on
how long it will take for the prices to recover, there is a general concensus that it will be a
considerable time before we see olil prices hitting USD 100/bbl again.

However, there are a number of positive developments, a silver lining if you like, that has evolved
out of the difficult situation that we are in. Firstly, the low oil prices and consequently gas prices
have provided us with the opportunity to undertake the necessary market reforms that will enable
natural gas to more sustainably contribute to the country’s economic progress.

For a long time since the financial crisis in 1997/98, the regulated gas price in the country has
resulted in significant market distortions and inefficient usage resulting an increase in the Energy
Intensity Index for Malaysia over the last two decades by about 12% compared to the global trend
which has seen a reduction by as much as 23% arising from a resolute drive for efficiency.
Furthermore, the accumulated subsidies borne for gas in the country has exceeded RM227 billion
to date. Clearly, this is not a sustainable situation.

Fortunately, the Government of Malaysia is commited to implement pricing reforms under the two-
tier gas pricing mechanism until market parity is reached. Therefore, it is encouraging to note that
the regulated price has been revised upward twice by RM1.50 per mmbtu since January 2014 for
both the power and non-power sectors. Based on our projections, if we continue firmly on our
approved course, we should be able to achieve market parity within the next 3-5 years.

This gas price subsidy rationalisation process will pave the way for the implementation of a
competitive liberalised gas market in Malaysia. Other related initiatives such as amendments to
the Gas Supply Act and implementation of a third party access regime are already underway.
Another positive development of the current low price environment is the way industry players
have come together to collectively confront the issues together, such as the CORAL 2.0 initiative
where PETRONAS and service contractors are coming together to critically examine the current
processes and identify areas where certain processes can be simplified or modified and costs
streamlined and reduced.



Another interesting development this year that impacts the gas industry was the revision of the
NGV price from RMO0.68 per litre to RM1.05 per litre which was implemented on 20 September
2015. This move was a momentous one, considering that the last increase was approved 10
years ago, in 2005. Moreover, | am delighted that we were able to achieve this 54 percent price
increase without any notable backlash from NGV users. For this, we need to acknowledge the
close collaboration with the Land Public Transport Commission or Suruhanjaya Pengangkutan
Awam Darat (SPAD), EPU, PEMANDU, KPDNKK which allowed for the careful interlining of the
increase with the review of taxi fares and thereby better mitigate its impact on the bulk of the users
of NGV.

MGA has continued to remain focused on being a credible representative of the industry to work
with the policy makers and regulators to ensure policies and regulations do indeed support the
advancement of the use o gas as a fuel of choice and the development of gas based industries.
In support of our vision “To promote a vibrant and sustainable Malaysian Gas Industry”, we have
achieved a good level of success in engaging with key policy makers and regulators, notably
EPU, KeTTHA and ST, through various dialogues and workshops which were organised during
the year. Notably significant were the successfully organized workshops on Gas Market
Liberalisation and Cogeneration which were well supported by the Energy Commission and
Energy Ministry. As Dato' Razak, the Chairman of the Energy Commission, had aptly concluded
in one of our meeting "such engagements between MGA and the EC can provide vital inputs to
the framing of the right policies and regulations to support the development of the related
industries". Indeed, many of our members who participated in the workshops have been
appreciative of the rich discussions and valuable viewpoints of the various stakeholders.

The very successful organizing of major events such as the 6" National Energy Forum at the
beginning of the year and the Industry Gala Dinner recently have underscored the importance of
our industry in the nation's economic progress and reflects the strength of our collective resolve
to forge deeper ties of collaboration in ensuring our industry continues to advance in spite of the
prevailing challenges. On this note | would like to take this opportunity to thank the MGA
secretariat as well as the many representatives from member organisations who together did a
great job in organizing these events.

In addition, our outreach programmes to students have achieved considerable success with the
inaugural Energy Efficiency Programme (EEP) for schools and the continuation of the PRESTIGE
Programme for university students, both of which were sponsored by MGA. Throughout 2014-
2015, the EEP was held in Selangor, Kuala Lumpur, Sabah, Negeri Sembilan, Kedah, Johor and
Pahang with the involvement of 3,206 students from 48 secondary schools. The Energy
Efficiency Science Fair, which was held for the first time on 17 August 2015, was also very well
received, with an attendance of 120 students and 8 teachers from 2 schools in the Klang Valley.
Our PRESTIGE programme this year is in the 7" year of implementation and to date the
programme has reached out to more than 420 students.

In concluding for the year | am pleased with the good progress achieved on all our agreed
strategic directions focusing on Advocacy, Education and Communications. We must continue to
build on the momentum that we have created, to do more to help propagate greater use of this



cheaper, cleaner and more efficient burning fuel in spite of the very challenging environment we
are in today.

This requires the collective and creative effort of everyone in the industry and | look forward to
working with all of you as we brace ourselves for yet another challenging year ahead.

I would like to take this opportunity on behalf of the Malaysian Gas Association (MGA), to extend
my heartfelt greetings for the season and express MGA’s sincere appreciation for your support
and contribution during the year.

Thank you,

Ir Pramod Kumar Karunakaran
President, Malaysian Gas Association



