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INTRODUCTION TOENAGA @ﬁﬁ‘:‘gﬂm

Three Major Utilities in Malaysia -

Sabah Electricity Sdn Bhd
(A 83% TNBSubsidiary)

806MW

3,951MW
SARAWAK

* Based on dependable capacity

INSTALLED CAPACITY
: 0

TNB- Peninsula
Installed Capacity 11,462 11,462 10,814 11,708 12,718
(MW)

iz Uiz 2eld) 102,132 105479 108,102 110,837 86,018

(Gwh)

Total customers (mn) 8.36 8.35 8.64 8.94 9.18
Total employees

(6000) 33.6 35.0 36.1 36.0 35.7
Total assets (RM bn) 88.5 99.0 110.7 1171 130.0

HGas & LNG ECoal EHydro & Others HOIl & Distillate

| Peninsula Installed Capacity vs. Generation mix I 3




INTRODUCTION TOENAGA @E‘%‘gﬂm

No of Customer vs. Sales Value vs. Unit Sales -

100% - Sectoral Sales Analysis (Gwh)
80% - 9M FY'l{
Fy'1sl
60% - H
FY'14]
40% - FY'13{
Fy'12l
20% - H
FY'11]
0% . . . FY'lO{
9 ME Y & é lglo of Sales (RM)  Sales (Gwh) Eviool
ustomer 1
®Industrial  ®mCommercial = Domestic Others FY'08]
. |
FY 07|_
Average Base Tariff by Secto FY'06I- e e e e |
sen/kwh 0% 20% 40% 60% 80% 100%
5.0 ® Industrial ®m Commercial = Domestic  Others
500 +--==----- -Commercial - - - 479 _ _ _ _
' Gl | | e e |
B t------------------aaay---- ' A Shift from Industrial -based to Service -based i
I Average Tariff _ [ 9890 i economy |
' — ' A Increasing market share from Commercial sector !
Bt %2 - i A Commercial sector contributes the highest l
-~ Domestic i . . . i
00 F------------------" 317 - : electricity sales margin :

250




INTRODUCTION TOENAGA @L‘ﬂ‘:‘gﬂu

Industry Regulatory Framework -

Empowered

PRIME MINISTER by Electricity
/CABINET SuriglgOAct

29.71%

Ministry of Finance/

Khazanah Nasional Berhad

37.37%

: 5.99% 26.93%
Other Govt. Agencies

& Corporations:

ECONOMI@PLANNING UNIT (EPU)

Public Foreign

EPF 15.08% - Develops and complements
Privatisation Policy
0,
PNB L - Evaluates and selects IPPs
Others 10.56% - Recommends ESI policies

v

Shareholders Policy Maker

Asat31lstMay 6 1

v

Tenaga Nasional Berhad
Market Cap (2nd)

" )
: RM80.8bn (USD19.9bn)
\

- As at 25" July 2016 - Consumers

O 5

| SPEEe—E—




AGENDA (5 remaca,

INTRODUCTION TO TENAGA
INTRODUCTION TO MESI

TARIFF

BUSINESSTRATEGY & DIRECTION

DIVIDEND POLICY

1.
2.
3.
4.
S.
6.

FINANCIAL HIGHLIGHTS




TRANSFORMATION INITIATIVES BY GOVERNMENT @{,"'}.‘L‘,‘Sf.‘m

Aimed at Delivering a Reliable, Transparent, Efficient and Sustainable ESI

Energy Change
Pricing Efficiency Cevetnancs Management
> >
Jun - Dec 2008 Jan - Dec 2009 4 Dec 2009
Khazanah's MESI Study KeTTHA-led syndication Cabinet endorsement to
transform ESI

4//7

Transformation Programme

B. Mari(et C. Fuel Supply

S COuRIRTCS Structure and Security Elant
1. Agency Roles 3. Competitive Bidding 5. Fuel Supply and 6. Value Chain Tariff
2. Ring-fencing 4. PPA Renegotiation Security 7. End User Tariff

8. Stabilization Fund
9. Accounts Unbundling

*Source: MyPower




INCENTIVE BASED REGULATION (IBR) @Km‘,‘gﬂm

The Move Towards Better Regulation -

IBR mechanism to strengthen the following:

Electricity Customers
(Connected to the Distribution System)

l Average Elecirity Tar

/ The Economic Regulatory Framework for

R lating TNB
egulating Distribution / Customer

Services

/ The Tariff Setting Mechanism and Principles for | I B e
/ Tariff Design Transmission Tariff

Y

3

: . - Transmission System Operations
Incentive Mechanisms to Promote Efficiency and

Service Standards Single Buyer Tarif : / )

(generation + , \ System Operation
operations) Gl Buver Genert Tariff

/ The Process of Tariff Reviews | Fnee Buyer Generation

N\ "1 Single Buyer Operation
\_ J
/ Creation of Regulatory Accounts and Its Annual |kttt 'J """""" P
/ Review Process

_[ TNB Generation ] [ [PPs ]

5 Business entities under IBR
(Accounting Separation)

*Source: EC 8

>




INCENTIVEBASED REGULATION (IBR)

TENAGA
NASIONAL

7%

Economic Regulation Methodology to Promote Efficiency And Transparency

-

Actual
Ficast

Opex in RM billion \J/

\ FY 2015 FY 2016 FY 2017

Savings gained

_ dueto prudent

management of
OPEX (i.e.
savings, cost
optimisationetc.)

~\

J

Seek to

Debt

achieve
efficient
capital

Equity

structure
and market
rating

~

A

+0.5% ARR _|

Penalty / Incentive

Lower

K Bound Cap

&)

Lower Target
Bound

Target

™ 0.5% ARR

L]
Upper Upper
Bgf:d Bound
Target  Target
Cap

)

ARewarded for seeking efficiencies in
operational and capital expenditure

)

ARewarded for maintaining an efficient
capital structure

ARewarded for delivering improvements in
network performance




INCENTIVE BASED REGULATION (IBR) @L‘;ﬁ‘:‘gﬂm

Regulatory WACC for TNB under IBR (FY2014 62017) is 7.5%

WACC Parameters Actual market Parameters TNB's Proposal

Gtock tie Beta 0.92[1] 1.435 1.435 [[4]
Market Return (R.)

Risk free (R, 4,0% 4.0% 4,08

Pebt Margin (D) 2.19% 2.24% 2.24%
[Tax Rate 25.0% 25.0% 25.0%

Weighted Cost of Capital Calculation

Actual market Parameters TNB's Proposal Recommendation
. Capital |Weighted| Capital |ngh|:ad Capital Weighted
CApA ST Cost loiructure| Cost | O |Structure| Cost [l Yo TRUREPoeN
Cost of Equity (K. B.38% B60.5% 5.1% 15.91% | 45.0% 7.16% [10.85%] 45.0% 4.88%
Cost of Borrowing [K.J[3] 6.18% 39.5% 1.8% 6.24% 55.0% 2.57% |[6.24% | 55.0% 2.57%
b
MWeighted Cost of Capital 6.9% 9.7% 7.5%

Mote:
[1] Based on beta for the period 2004-2012

[2] R, - Market return of 10 yrs KLSE Index
[3] Average Gearing (2004-2011) iz 35.5%
[4] Adjusted to reflect optimal gearing.

*Source: EC 10
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TARIFF (5 remaca,

Electricity Tariff Review = Base Tariff + Imbalance Cost PassThrough (ICPT) -

Imbalance Cost Pass-Through (ICPT): sen/kWh

- Tariff adjustment to reflect uncontrollable
fuel costs and other generation costs
(difference between forecast and actual
cost of procuring electricity that is beyond . Imbalance Cost

Pass-Through (ICPT)

the control of utility)

Base Tariff under IBR framework
reflects:
a) CAPEX and OPEX of
- transmission, distribution, system
operation (SO) and single buyer .
operation (SB)

Base Tariff of
38.53 sen/kWh
| for the First
Regulatory
Period (FY 2014
to FY 2017)

Base Tariff

b) Power purchase cost charged by
generators (including base price for fuel)
tothe SB

c) Return on regulated asset (rate base) of FY2014  FY2015 FY2016 FY2017
transmission, distribution, 50 and 5B Regulatory Period
business units

Principle for ICPT Calculation
Cost components comprise of:
= Actual vs forecast cost of fuels & other generation costs for the preceding 6-month period; and

. : : : Mote 1 : CAPEX = Capital expenditure
*» Piped gas price increase of RM1.50/mmBtu for the next 6-month period n R
P Easp "Ilr P 21 OPEX = Operational expenditure

*Source: EC 12




TARIFF (5 remaca,

Average Base Tariff of 38.53 sen/kwh is Effective from 1st January 2014 -

Tariff Components sen/kWh

Average Tariff (Jun 2011) 33.54
Fuel Components:
A Piped-gas regulated price 4.99 sen/kwh '
(from RM13.70/mmBTU to RM15.20/mmBTU 0.51 1.52
@1,000 mmscfd) Piped-gas 0.51
Coal 0.17

A Coal (market price)
(from USD85/tonne to USD87.5/tonne CIF@CV 0.17 0.51 . 82%
5,500kcal/kg) LNG 341 on fuels

A LNG RGT market price at RM41.68/mmBTU
(for gas volume > 1,000 mmscfd) 3.41 10.17

- 18%
Non-fuel component (TNB Base Tariff) 0.90 2.69 Norfuel } on base

AVERAGE BASE TARIFF EFFECTIVE
1st JANUARY2014

38.53 14.89




TARIFF (5 remaca,

Imbalance Cost PassThrough (ICPT) Comprises Two Components -

Generation Specific

Fuel Cost Pass Through

Cost Adjustment
(FCPT) :
(GSCPT)
Adjustment in the Adjustment in the
. FCPT .
following 6 month following 6 month Actual cost of
. . (gas/LNG and coal : . .
period, subject to only) period, subject to generation
government approval y government approval
Changes ingas/LNG and coal costs Changes in:
A Other fuel costs such as distillate and fuel oil
PPAs Power Purchase Agreements A All costs incurred by SBunder the power
SLAs Service Level Agreements procurement agreements (PPAs, SLAs and etc.)
CSTA Coal Supply and Transportation Agreement d fuel t ts (CSTA. CPC
CPC Coal Purchase Contract and fuel procurement agreements ! ’
GFA Gas Framework Agreement GFA/GSA and etc.)
GSA Gas Supply Agreement A Renewable energy FiT displaced cost
JandDec 814 RM727 mn 2.25sen/kwh MaroJund 15
JandJundl>b RM1,086 mn 2.25sen/kwh July 8Decd 15
Jul 6Dec 615 RM762 mn 1.52sen/kwh JandJ undlb
JandJundlé6 RM758 mn 1.52sen/kwh JuoDecd16 14




TARIFF (5 s,
Frequency of Review & Underlying Assumptions m
A

|
I ICPT

Approval date May 2006 : Jun 2008 Feb 2009 i Jun 2009 : May 2011f Dec 2013 : Feb 2015 : Jun 2015 : Dec 2015 : Jun 2016

Effective date Jun 2006 Jul 2008 Mar 2009 i Jul 2009 Jun 2011 § Jan 2014 i Mar 2015 { Jul 2015 Jan 2016 Jul 2016

Quantum 12% 23 824% (3.7%) Neutral 7.1% 14.9% (5.8%) (5.8%) (3.9%) (3.9%)
i 6.40 14.31 10.70 10.70 13.70 15.20 15.20 16.70 18.20 19.70
(RM/mmbtu)
Coal (USD/MT) | 45.00 75.00 85.00* 85.00* 85.00* 87.50* i 87.50* i 87.50* : 87.50* | 87.50%
LB T 26.2 325 313 313 335 385 385 385 385 385
(sen/kWh)
Gas RM18.20 Gas RM19.70

per mmBTU

Gas RM16.70 per mmBTU
27% - Gas RM14.31 Gas RM13.70 Gas RM15.20 per mmBTU
per mmBTU per mmBTU per mmBTU

=
Q
3 22% “5as Rm6.40 Gas RM10.70
- 17% _per mmBTU per mmBTU
% Govt. decided not to
= 12% - 24% review gas price for
g 20 the power sector 12.2% ICPT Adjustment
g W 5.1% 1
0f -
g 2% I \
O 3% - -3.7% _5.8% 580 -3.9% -3.9%
-89 -

Jun '06 Jul '08 Mar '09 Jul '09 Jun '11 Jan ‘14  Mar'ls Jul'l5 Jan'l6 Jul'l6

* Forex (RM/USD) = RM3.6 . _ :
**Forex (RM/USD) = RM3.14 mmm Base tariff adjustment Fuel adjustment ===Gas price 15
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@ TENAGA
NASIONAL

BUSINESS STRATEGY & DIRECTION

20-Year Strategic Plan N
THE PLAN LAYS DOWN THE PATH TOWARDS /
REALISING OUR VISION OF GLOBAL LEADERSHIP GLOBAL

It builds upon the progress of T7 LEADERSHIP 2025

3 AExcel in:

\ SERVICE
¢ EXCELLENCE 2010

Almprove Core Operations
under T7 Strategy

APlace Tenaga as the best
performing company in
Malaysia by 2007 and as the
Regional best by 2010

Position for
Growth

OVERSEAS
INVESTMENT 2020

Almproved financial
position and human

GEOGRAPHICAL |
' resource readiness

EXPANSION |
(SERVICES) 2015 |

AVenture into
power/energy related
investments in the
international arena

AExpand works and
services related to the
energy sector

ACreation of new rrm—"
revenue stream
|l everaging on
knowledge and
competencies in the
energy business

Tenagads

- All business areas

- Reputation as a
strong business
partner

- Ability to continue
to create
shareholder value

: ATenaga acknowledged

as amongst the most
admired companies
globally

17




BUSINESS STRATEGY & DIRECTION @rmAGA

NASIONAL

Where We Ar e No weé New Strategic Dire
A Tenagais a strong player A Will further strengthen
in the growing ASEAN efforts to optimise
region operation efficiencies

Fresh industrial reforms
has resulted in a more
transparent regulatory
environment

A Is set to grow the company
in key emerging markets

TNB

TOMORROW Y Capitalises on the

technological disruption

Management team focused and evolution currently

on addressing complexities confronting the utility
and unlocking value sector

A A new forward looking A Unlock value across the
strategy centered on value chain, from the
growth generation segment to

segments beyond the
meter







