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Subsidies and sustainability
for Sabah Electricity

THE day-to-day operations
of Sabah Electricity Sdn
Bhd (Sabah Electricity), as a
power utility compan
depend on federal gove:
ment subsidies as its finan-
cial lifeline for
sustainabiliny

These federal subsidies,
paid through the Ministry
of Finance (MOF), are criti-
cal in keeping electricity
hills within the govern-
ment-set tarifls for residen-

Revenuec

tial © 3
consumers, and industrial players,
Additionally, with these subsidies,

the people of Sabah and Labuan are
not only assured of electricity supply,
but more importantly, wi
subsid

por
in

hout federal
abah Ele 1y, 4% a cor-
entity, would have become
alvent.

Be that as it may, federal subsidies
are only provided alter Sabah Elect
has used its own funds to co
essential payments eritical for main-
taining continuous operations in the
electricity supply chain. One such
example is purchasing power from
Independent Power Producers (IPPs),

That is why, from the elec Ty tar-
T standpaoint, we refer to the federal
subsidy as a Tarilf Recovery Subsidy
(TRS). In certain cases, it may come in
the form of Incentives Cost Pass
Through (ICPT) when Sabah Electric-
purchases fuel ar a price higher
than the subsidized rate due to mar-
ket Muectuations

This sitwation affected us in the
fim, year 2024, The budget for
2024 was approved by Parliament in
November 2023, but calamities struck
the B6MW Tenom Pangi Hydro on
Dctober 22, 2023,

Consequently, it was not possible
for the federal subsidy to be inclided

24 budget. As it stands, we are
still waiting for a pavment of more
than RMgoo million from the federal
government. Al present, we are using
whatever cash Now we have, sustain-
ing operations on a hand-to-mouth
Biasis.

The worst-case scenario would be if
Sabah Electricity were forced to use
consumer deposits to pay for power
from the 1PP—a situation that must be
avoided at all costs, It is crucial that
stakeholders, especially key officers
from the federal MOF, understand this
urgency,

Rural electrification and federal
support

In terms of development, particu-
larly in rural electrification, the fed-
eral government has played a pivotal
role in ensuring that even the most
remote areas—such as islands and vil-
lages deep in Sabah's interior—can
access electricity at a highly subsi-
dized tarifl.

In at least g4 villages, including 13
islands in Sabah, the fede
ment provides tanill subsid
as 22 sen per unit of electri
through the Federal Ministry of Rural
and Regional I)rvrlnpnu-m (KKDW).
In these areas, all iInfrastructure,

and expenditures

Sabah Electricitys total annual rev-
enue collection is approximately RM2.28
billbon. When subsidy receipts are
included, the total available funds
amotint foaround BM3 billion. However,
a substa portion of this revenue is
allocated to purchasing power from I1Ps,

Last year, Sabah Electricity spent
RMu675 billion on [PP power pur-
chases, out of a total generation cost
of 295 billion. The remaining
KM620 million was used to cover
other expenses, including salaries,
maintenance, and the operation of
Sabah Electricity-owned power gener-
ation, particularly diesel-powered
genset rentals,

Therefore, contrary to popular belief,
revenue collected does not simply sit in
the bank account of Sabah Electri
rather, it is used to keep power stations
running and ensure 3 conting
power supply, Without th

tire electricity supply cha
under severe finan

Increasing: caparity
Ik reviously staved in this cal-
umn that 80% of our power genera-
tion comes from IPPs, while only 20%
is sell-generated. In this context, the
B6MW Tenom Pangi Hydro Plant is
extremely valuable to Sabah Electric-
ity, as its generation cost is zero,

However, we incur signilicant
expenses in genset rentals—not only
in terms of fuel costs but also in main-
tenance and operation.

There is, therefore, an urgent need
o increase Sabah Electricity's self-gen-
eration capacity from the current 20%
1o 6o%. This shift would help reduce
reliance an external power producers
and mitigate electricity theft.
Electricity theft and system losses
ectricity thelt remains a critical
concern. Last year, total system losses
stood at 15.8%, an improvement from
16.8% the previous year.

OF this 15.8% loss:

@ 1% was due to technieal losses,
which were comparable to neighbour-
ing state.

@ 5.8% [or RMig2 million} was cat-
egorized as non technic
commercial losses.

@ 5.2% of the 4.8% (or KM
lion) was lost due to meter tampering
and illegal bypassing by customers,

The remaining 1.6% (or RM53 mil-
lion) was fost to the i
approximately 300 settlements
around Sabah,

'lnn;i!lu ing to

nchiding | —whether
I thr form of mhl Iwhrld systems or

[{r(o;, nizing that relying on subsi-
dies ly is not sustainable,

lundu:l by the ftd:ra] ga\u:rnmm( but
s handed over to Sabah Electricity for
smooth operation,

Howe: he overhead costs of
rural electricity supply operations are
bome by Sabah Electricity itself. This
means that although Sabah Electricity
is Mulfilling a socio-cconomic
rEmains a corporate entity sul
corporate tax, like any other business
corparation.

Federal loans and

Minancial obligations

It Is also notable that when it comes
o infrastructure development, such
as the construction, insta n, and

Electricity has refied on federal loans
over the years.

To date, the total loan payable to
the federal government stands at
HM2.3 billion at a 4% interest rate, with
an annual repayment of RMz10 mil-
1. Howevs , due to cash

Sabah Electri aking steps to
Become mo ancially independ-
ent. This is where subsidiaries play a
crucial role.

The company is now establishing its
own business arms for projects sueh as:
L ]H..m—w Energy Storage Systems

(BESS
Salar energy

® Combined Cycle Gas Turbines
(CoGT)y

Currently, the corporation is con-
strained by fixed cost structures and
limited Mexibility due to its reliance
on IPPs for power procurement. How-
ever, by expanding its own powes T gen:
cration assets, reliance on external
suppliers can be reduced, and costs
can be better managed through direct
ownership of generation assets.

A long-term strategy for stability

The establishment of in-house sub-
sidiaries is not merely a strategic choice
bt a eritical step rd long-term sta-
h bk El 1 3

flow constraints, bah Electricity
could only pay KA l.ﬁmllllun leaving
RMG5 million in arrears,

This shortfall was due to the com-
pany not receiving the KMgoo million
tarilf support recovery allocated for

z024.

Had it not been for the KMz mil-
lion ICPT payment by the federal gov.
ernment just before Christmas 1024,
Sabah would have faced severe power
disruptions.

The federal government has since
approved a moratorium, allowing
Sabah Electricity to settle the remain-
g kM G5 million by the end of 2025,

on
external sources is unsustainable, and
developing more efficient, in-house
solutions is essential for its future.

However, consumers must under-
stand the bigger picture, While subsi-
dies are important, they are not an
infinite resource. They serve as neces-
sary financial support but also come
with financial responsibilities

As Sabah El works to
reduce its dependence on subsidies
and strengthen its financial founda-
|iun |kn ultimate goal is to ensure
tha ricity remains both reliable
.nul ﬂf[mdﬂl]lc for everyone in Sabah,
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