Advocacy Working Committee meeting

Date : 8 September 2014

Time : 3.00 pm

Venue :

MGA’s meeting room, Etiqa Twins

Attendees:
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Ir Pramod Kumar Karunakaran, PETRONAS - Chairman
Mr Nan Yusri Nan Rahimy, Deleum

Mr. Habib Husin, Malakoff

Mr. Ho Sook Wah, MGA

Mr. Shahrir Shariff, Gas Malaysia

Mr. Chan Cheu Leong, FMM

Ms. Farrah Fazlina Mustapa, Dialog Group

Ir Dr Zahrul Faizi Hussien, Malakoff

Mr Haris Mohd Harowi, Gas Malaysia

. Ms. Rita Sim, BG Asia Pacific
. Mr. Mohd Azhan Ismail, MGA

Discussion

Review of Minutes of Meeting on 18 March 2014

1 correction to the MOM:
Chairman’s welcoming remarks: “Gas subsidy exceeds RM 20 bil / year”.

The MOM was adopted with the above correction.

Briefing on the outcome of poll on electricity tariff increase
by Ms. Fui K. Soong, CEO of CENSE

Three polls were conducted on the electricity tariffs increase — pre-announcement phase,
announcement phase and post-announcement phase.

Persuadability levels: 4 cluster groups identified through the first poll.

Group Description Attitudes towards tariff
adjustment
High persuadables Malay rural, high income Willing to accept
urbanites
Moderate persuadables Mainly high income Unhappy but willing to
urbanites accept




Low persuadables Mainly low income urbanites | Silent, frustrated & angry

Unpersuadable Mix of the above urbanites Can be persuaded to ‘Go-to-
the-Streets’.

Pre-announcement polls key findings:
e Hikes were expected, but only from 1-5%
e Subsidy trimming to reduce deficit was understood
o Many (especially rural folk) understood that Malaysia was subjected to global economic
forces and rising fuel costs
e  Public still wanted subsidies for the rich and poor
e Didn’t believe that tariff’s will every go down

Announcement phase poll key findings:
e Lack of understanding of the true cost of increase in tariffs
e Understaning of IPPs has improved
e Respondents are more aware of the distinction between blanket and targeted subsidies
e Number of High Persuadables improved from 13% to 20%
e Unpersuadables increased from 24% to 50%

Post-announcement phase poll key findings:
e Publicin general seem to have accepted the tariff adjustments (59% vs 24% )
e Of the 59%, 60% Malay-Rurals say electricity is main contributor to inflation.
e Unpersuadables increased from 25% to 50% during the announcement period, but
dropped to 35% after the 3™ poll.
e Overall, >50% never heard of 5-star ratings for appliances.
e >50% have not seen TNB’s energy saving tips.

Updates from sub-committees

i. Policy and regulation sub-committee
o Action plan that was agreed on: during first meeting:
=  Engagement with Suruhanjaya Tenaga
= Engagement with PEMANDU
= Briefing on the outcome of a poll on power tariff increase
o Dialogue session between MGA and Suruhanjaya Tenaga was held on 14 July
2014
o It was decided during second meeting that engagement session with the
PEMANDU should proceed as planned to discuss ‘gas subsidy rationalization’.
MGA Secretariat will be writing to PEMANDU'’s subsidy rationalization team to
request for a meeting to discuss this issue.

ii. Efficient use of gas / co-generation sub-committee

Presentation on strategic paper on co-generation by Ir. Dr Zahrul Faizi Hussien, Malakoff




Case studies: United States and Denmark - Co-gen growth supported by various
government policies.
Case study: Malaysia — Co-gen capacity is only 3.9% (723 MW) from total
generation capacity. Co-gen may not be considered yet as major contributor
towards generation capacity
Obstacles and enablers for co-generation development
i. Economic environment
ii. Market framework and regulatory environment
iii. Promotion and coordination
Conclusion:
i.  The case for promoting cogeneration as one of the solutions towards
mainstreaming environmental and resources management, in line with
11" Malaysia Plan

ii. Cogeneration has been shown to reduce primary fuel consumption for
the same level of output compared to separate power and heat system.
Hence, less emission.

iii. It can be asserted that some enablers and drivers needs to be
formulated and implemented to develop sustainable co-generation use
and reap the benefit of reduction in GHG emission towards a reliable
and energy efficient country.

The team is proposed to include more information such as:
i.  Typical tariff for co-gen plant
ii. More facts about co-gen in Denmark and USA such as the drivers and
enablers
iii. Savings from existing co-gen projects
iv. Incentives provided in Singapore and other neighboring countries
The team shall develop a proposal for presentation to EPU.

(Action: Efficient gas usage / co-gen sub-committee)

iii. Enhancing gas usage in bulk-transportation sub-committee

Updates presented by En. Shahrir Shariff and En. Haris Mohd Harowi, Gas Malaysia

Estimated quantum of diesel used per year is 4.8 bil liters. Diesel subsidy
amounted to RM3.4 bil / year or RM16.9 bil over 5 years.

Estimated quantum of CNG used per year is 312 mil liters. CNG subsidy
amounted to RM312 mil per year or RM1.5 bil over 5 years (based on RM1.00
NGV subsidy per liter)

Market price of CNG is lower compared to diesel and LPG.

Issues: NGV retrofit technology, legislation to promote CNG for bulk
transportation, NGV stations location and design which do not cater for bulk




transportation vehicles, bigger storage required by NGV compared to diesel and
environment.
e Way forward:
o Private sector : technology, storage and station
o Government : legislation, environment
To advocate to the Government the competitive advantages of using NGV in
order for the Government to address the issues.
e Next step: to firm up data from various parties and to submit a position paper to
the Government.

e The team is proposed to include:

i.  Comparison of emission levels between CNG and other fuels

ii. Examples of NGV industry and development in other countries.
e A proposal shall be developed for presentation to EPU.

(Action : Enhancing gas usage in bulk-transportation sub-committee)

Discussion on issues raised during Suruhanjaya Tenaga — MGA dialogue session

During the dialogue, ST raised an issue with regard to the gas specifications as latest gas turbines
are sensitive to variation in gas composition and require narrower gas specifications.

Existing power plants do not experience problems accepting the gas composition supplied by
PETRONAS.

MGA secretariat shall highlight ST’s concern to PETRONAS. It must be noted that with Third
Party Access, there could be suppliers other than PETRONAS supplying gas into the system.
(Action: MGA secretariat)

Other matters

Savings from reduction in subsidy should be used for building infrastructure.




