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ets serious
about

energy

Energy giant is ceasing all
new investments in coal-
fired plants and will commit
a significant amount of
money to grow green-energy
assets, mostly through
planned international
acquisitions. > 10 & 11
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lNal.lu:mlksunuumﬁng
the country’s green
lmommmn'rnonmmry
has remained relatively quiet
National energy giant Tenaga
Nasional Bhd (TNB) today operates
mvr ts that supply just over
of the country’s electricity needs
and the bulk of those plants are run-
ning on coal.
So without TNB, green energy will
move at a snail's 3
The good news, though, is that TNB
has now laid bare its ambitious plan
Ioowrhaullue mix and go full
energy (RE).
meplmwasm-eakdhslwut
referred to as a “sustainable

future-proofs .

The plan more than 30
with an end net-ze-
ro emissions

ney is that TNB will no longer build
any new coal-powered power plants.

The Jimah East Power, a coal-fired
1000MW plant commissioned in
2019, will be the last such power plant

by TNB.
For its move into greener energy
sources, the plan Is 1o not only build

or invest in new RE assets locally but
more si , 10 acquire assets
overseas in solar, wind and even

hydrogen. :

The reason for abroad in
a big way is because the domestic
power market is small for
TNB 1o rapidly increase its RE capack-
ty.

A‘l‘heguwmmrhssaagoallo

TNB's ambitious green ener|

e Utility giant is going full steam into renewable energy to futuj

He ts out that TNB is looking
nto European market for RE
assets, as the industry is more mature
there

For perspective, currently, coal is
the main fuel used in TNBS power
generation, accounting for almost
50% of the fuel mix.

Clearty this has to change in order

ment wants 10 grow it even
0 40% of the energy mix by

RHBRmrchmdma

ernance (ESG) principles feature
hta\n]y in uxhys investing world.

Commission
(!‘.C) nleucd lls 20 lu‘pon on

increase the country’s lled caj
uylarnzmvnsuw 0
18,000MW by 2035

TNB president lnd CEO Datuk

De Plans™. In that, the EC
said that more than 7,000MW of coal-
fired power plants will be retired by
2033, Coalfired now account
for 13,000MW of installed capacity in
the country.
Interestingly, the report does seem
to indicate that Malaysia will still be
having 2800MW of new coal-fired
power plants coming into operation
after 2030

This does seem to contradict state-

renewable target to hit 31% of the
country’s energy mix by 2025. Two
years ago, the government had put

l!pnﬂon

1mno(mrpmm;brmm{um
on the markets abroad, considering
that the local market's poten-
tial could be too small for TNB's eamn-
Ings base,” RHE added.

Margin compression

When asked about the rationale for
Mmmmhuwnwymmn
first. Baharin ns

operate RE assets.
'Wehnpemhrbxgbad(ﬂmupu

says.
’I’hhhnnlwly:bemlhem‘uy
of developing our expertise. In the
past, we also brought in technology.

learned the trade and grew our work-

force and capabilities,” he adds.
Bahrain stresses that TNB does not

see a future without RE. TNB needs to

hydrogen and expanding the RE seg-
ment.” he says.

mhamhhshcd own RE
investment and asset ent
called V la;e L, 10
openlrand Iupoﬂiohn
RE assets in the UK and Europe.
Abuutwhof TNB RE target

will be filled up with its international

RE capacity expansion, an approach
similar to the Petroliam Nasional Bhd

The research house says that the
return on investment or ROI by TNB
could reduce to 4 single digit as i goes
ahead with its RE
pared 1 conventional ossl fct ven
tures.

“The earlier generation of

o about 10% to 12% internal rate of
return or IRR in recent years.

“With significant investments|
pouring into the RE space, the aver|
age returns for these projects, espe-
dally onshore solar, lmd!obelrzptu
single digits.” it says.

Baharin has a dlﬂenm view. He)
says that RE margins will continue to)
improve in the mid to long term due)
to advancements in technology. He)
says it's already proven that RE plants
today have lower operational costs|

d | coal

fired ones.

He cites solar asan
saymgﬂunhewslmpmtmce
tricity from tﬂynbsohrphmo
voltaics had fallen by a massive 85%
between 2010 and 2020

Coalfired power plants could be)
mupmslvuumnlnlhef\mm_

improve.”
In terms of earnings, Baharin)
points out that there is data to show|
that several pure-play RE com-
are 0 generate earnings|
fore interest and tax (Ebit) margins|
of over 30%. “In non-RE|
energy firms i manage Ebit]
margins of between 9% and 149%," he|
says.

Reducing cost

“This cost will reduce further|
because it is a growing emerging tech-|
nology.” he adds.

As for concerns on the high capex|
needed for RE projects, Baharin
points to a te

published

Presently, TNE has more than
RMSbil cash in its coffers that puts)
the company in a good position to)

ENVIRONMENTAL, social and gov-
ermance or ESG is growing in impor-
tance globally. A crucial part of this

Acquisition of overseas RE assets crud|

More funds will be (hnnmned

up assets in the RE
sector, especially in solar and wind
power generation.

But we wont simply pump in
money without making sure the
return is within the threshold that we

8.500MW. So we have to go overseas.
Given our RE ets, the space to
grow in Malaysia is limited and
therefore we are looking beyond
Malaysia to meet our targets.

The target market will mainly be in
Europe. In addition, we are also look-
ing for in the region.
We are also looking for mnalparl
nersmps ™ tap into the Soul

wghawnmnmlnmmnfkm
up many years ago when we first

We believe that there will be an
inflexion point in 2035 that will deter-
mine the speed of our net-zero trajec-
tory. TNB is also looking to devel
energy storage solutions that
address this

Jand of technical issue in and this will continue
the RE sector. . It is the way to go and TNB|
Our international arm is intended wnnmohepmohhaﬂownzy
to be the pathfinder to seek technolo- are that

gies and partnerships on battery stor-  energy generation requires
age and emerging green technologi | costs pared with tra-
such as green hydrogen, carbon cap-  ditional coal power plants,

which can be brought back to
::Ehymloblpmacukraledear
bonisation and our energy transition.

‘While TNB has now set out great RE
aspirations, how does this impact
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30%. In comparison, non-RE
companies today have Ebit margins
that average between 9% and 14%.
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gy plans

re-proof company

Sustainable practice: The wind turbines that form TNB's solar-wind-die-
sel hybrid power generating system on Pulau Perhentian Kecil. The group
targets to double its RE capacity by 2025

acquire RE assets.

Baharin believes that electricity
tariffs would remain “competitive” as
the group increases its to
the RE sector. “Tariffs remain
competitive. As more technologies
are introduced, gains will
be achieved. As such, the pressure to
increase tariffs will be lesser,

“We are using technology In all
directions from the way we generate
to the way we distribute electricity.”
he says.

He says TNB Is investing in mod-
ernising the national grid with a tech-
nology that supports two-way energy
flow dubbed as the future”.

Under the Incentive-Based
Regulatory or IBR framework, TNB
has planned to invest RM7bil to
RM10bil a year from 2021 to 2024 to
develop the grid as one of the key
enablers of the energy transition.

Baharin says TNB has already
made a commitment to no longer
build any new coal-fired power plants
and it will gradually retire its existing
coal power plants according to its
PPAs.

He explains that TNB started its
“sustainability journey” in 2016 when
it launched the *"Reimagining TNB
Strategic Plan” then and undertook its
first carbon footprint assessment in
a0m7.

“TNBY sustainability commitment is
guided by our government’s initiatives

and TNB commits to contributing a
role to drive the sustaina-

ment with the Energy and Natural
Resources Ministry 1o build a 300MW
hydropower plant in Kelantan that
will have a 30-year PPA.

The nt is estimated to cost
RMSbil o build, which will be
financed with debt.

UOB Kay Hian Research expects the
contract to be earnings-accretive for
TNB. “Based on our assumption that
the project has an IRR 9.5% 10
10.5%, the hydropower plant may
yield a net present value of RM1.2bil
to RM1.8bd for TNB.

“This accounts for 2% of its current
market capitalisation. We are positive
about the project.” it said in a note to
clients,

To survive and navigate disrup-

make conscious,
strategic choices to prepare for the
future.

To future-proof the company, TNB
needs (o start to transform is busi-
ness rather than clinging to what it is
today and create a new
model that is fit for the future.

lal for roadmap

This cost will reduce further because
it is a growing and emerging technol-

ogy.

For example, the cost of electricity

from utility-scale solar photovoltaics
fell 85% between 2010 and 2020. We
expect conventional coal power
plants to be more expensive to oper-
ate than RE power plants in the com-
ing years.
In your statement two weeks ago,
you said that the acquisition of
overseas RE assets also serves as
“pathfinders” for TNB's green tech-
nology adoption. Can you elabo-
rate?

The RE market in B is more
mature than in this part of the world.
We are taking a long-term approach
through which we want to acquire
the technology and know-how to
build and operate RE assets. We hog
to bring back this expertise to
developed not only in Malaysia but
also in the South-East Asian region.

We believe this is the right way to

£0. Right now, we can't see a future
without RE. This has always been
TNBS way of developing our exper-
tise. In the past we also brought in
technology, learned the trade and
grew our workforce and capabilities.

Can the inter-
you update on the grid inter

neighbouring countries?

The Asean Power Grid (APG) is a
flagship p dated in
1997, which aims to help the Asean
member states to meet the increasing
demand for electricity and improve
access to energy services by enhanc-
ing trade in electriciry across borders,
optimising energy generation and
development and encouraging possi-
ble reserve sharing schemes.

In March 2020, the government
approved a cross-border electricity
sales scheme in which a third
can generate electricity and sell it 1o
Singapore using the existing
Malaysia-Singapore interconnection
for an initial two-year trial period.
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TNB's Sustainable Pathway spans over 30 years to become net-zero
emission by 2050

Our Target for 2025 Our Commitment to 2035 Our Aspiration to 2050
Build scale in Significant renewable Invest and grow our
0 0 n growth green technologies
Improve thermal plant 50 red in coal y and carbon capture
efficiency generation capacity & utiksation (CCU)

2035
2016 TNB's renewable Emission n;eg;:y 2'06!
energy (RE) target of reduction Aspire (0 achieve
mw.mmcmw journey 8.300MW with an Reduction of coal net 2ero emissions
started here acceleration of RE capacity by 50% and be coal-free by
investments towards 2050 2050

> TNB targets not 10 take any new stakes in new coal plants and will honour the ensting power purchase agreements
> In tandem, TNB intends to ramp up its RE portfolio on the path to be coal-free by 2050

» To achieve Net Zero, TN8 wil n ging green

(eg green hydrogen, CCUJ - as soon as it becomes economically viable

— 0.70* 0.01*
power

generation mix in 3.78

Malaysia (financial

year 2020) 29.67* 65.84"

® Coal @ Solar
® Gas @ Omers
@ Hydro

TNB's renewable energy capacity mix - local & international
Our performance in FY20

10 3.2

2,536.1""
161

143.6"

@ Large hydro
@ Solar

@ Mni hydro
©® Biomass

® bogas

* Solar comprises
LSS and solar PV
rooftop

131.3w

Source The Energy Commission & TNB FY20 Annual Report
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