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What the new electricity tariff means for you and

What the new electricity tariff means for you and the grid

he new electricity tariff under
Regulatory Period 4 (RP4), set
to take place from July 1, 2025,
to Dec 31,2027, is said to be a ma-
jor reform in Malaysia's energy
sector. This updated tariff indeed
includes notable changes to the current
tariff dﬁignwhxh.u.fﬂmmted well, muld
promote the national
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hind a lower network cost to the public,

energy transition while ensurms power
system security and resilience. Neverthe-

luding potential reasons like a large
increase in demand that dilutes the unit
cost of the network, or the country has

less, there are implications of the new unloclmdmmmst efﬁumurtmkde-
tariff structure that need to be further T strategies,in ordertop
highlighted and clarified to that fid it that the power
thewell-intended enhanced tariff design Y can in resilient despite the
can achieve its full potential. reduced network costs,

Clarification needed on Higher grid electricity costs for large
lower network msts enegy users, like data cmtru.m
The Energy C i has indicated ~ drive in

that the network and retail ch com- energy but proacti

ponent of the average base tariff willbe ~ are needed

reduced by about 5.6% from 13.75 sen/ Whlh"ﬂ!nagahaﬂndlcated that low-to
kwh to 12.98 sen/kWh (Figure 1). energy-c idential

While a lower tariff for ¢ is
welcome, there is a need to ensure that
this cost reduction is a result of appro-
priate cost savings, such as improved
efficiency, rather than cost-cutting that
could result in a negative impact in the
medium to long term.

This is because as a power system
transitions towards a greater share of
variable renewables (that is,solar power
generation, which is intermittent and
changes with weather conditions com-
pared to more predictable and dispatcha-
ble sources like gas or coal power plants),
the power system typlcallv becomes
more intermi and
investments in network l.rl.fr:lslnlcture
and power system balancing (for exam-
ple,energy storage systems).

To this end, it will be important for
Tenaga Nasional Bhd and the Energy
Commission to explain the drivers be-

« lmp\.\ ted tore-
alise clv.'ctnmw cost savings under the
new tariff scheme {after considering en-
ergy-efficiency incentives for userswith
<1,000 kWh/month electricity, whose
exact value has not been published at
the time of writing), large energy users
connected to the power grid, like a data
centre,are projected to face significantly
higher electricity costs under the new

tariff structure (Figure 2).
This significant increase in grid elec-
tricity cost on high-voltage large energy
can makeal ive low-car-
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Regulatory Period 4

Automatic Fuel Adjustment [AFA)
Bl Generation charge
Il Network and retail charge

Date source: Suruhanjoya Tenoga
Note; ICPT and AFA present maximum additional cost
from fuel cost edjustment on tap of the base toriff
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Time-of-Use Tariff

obtain sufficient information to
quickly solidify their business
case for procuring renewable en-
ergy directly with renewable de-

lopers via the CRESS scheme.

bon renewable procurement schemes,

More specifically, the limited

untary)and the expansion of the
10pm-8am to 10pm-2pm onweek-
daysand all day on weekendsisa
much-welcomed move that can
benefit cor and incentiv-

like the Corporate R ble Energy
Supply Scheme (CRESS) launched in Sep-
tember 2024, more attractive for large
energy users such as data centres. How-

transg Y of the calculation
methodology of the currently
high system access charges in
RP3 — 25 sen/kWh for firm and

ever, appropriate measures and swift, 45 sen/kwWh for non-firm power
proactive ¢ ication are needed  proc in RP3 — under the
to ensure that these market playerscan  CRESS scheme (which is effective-

ly the cost of using the network

and other services provided by
Tenaga) presents a key concern
for data centres that are keen to
procure renewable energy directly
from credible sources. This i issue

ise behaviour shifts that support
the power system.

The update i in RN lhmple—
z dwell cansllow

Capatity charges
Il Network charges
B Peak energy consumption
I Off-peak energy consumption
I Fived rate energy cosumption

Tariff colcilation source: TNE
Note: ansuming 90% overnge jood foctor

flection of fuel costs in consumers”
bills. This mechanism, if executed
well, can encourage behavioural
shifts, where consumers adjust
their electricity consumption pat-
terns in linewith market signals,
promoting the adoption of more
energy-efficient appliances or
habits through price signals.
Nevertheless, while the above

c le energy-in-
tensive activities like running
the washing machine or charg-
ing electric vehicles (EVs) during
these off-peak periods and realise
cost savings. For the power sys-
tem, this move can shift demand
from peak to off-peak periods,
reducing the system burden and

needs to be add d al
the antmpated increase in gnd
electricity prices.

Providing greater clarity on

cost during peak times
(that is, lower demand in peak
periods means some of the more
expensive generators, like gas

two updates in the RP4 tariff have
the potential to unlock cost sav-
ings for both consumers and the
power system, the concepts can
beabshact andnoti Jeabut

stra.ightfmrd.‘[hcrefcm,the:e
is a need for Tenaga to help con-
sumers understand the direct im-
pact of these behavioural shifts on
their bills, including sharing in-
sightson potential savings(in RM
per month) if a consumer shifts
energy-intensive activities to off-

the calculation methodology, powerplants,willnot needtobe peak periods,or providing advance
rationale and expected trajec- turned on to meet demand).Ad- notice of any fuel price adjust-
tory will be important for these  ditionally,effectived d-side ments when Tenaga receives its
large energy users to developa  management can also encourage  month-ahead fuel price forecast or
solid investment casein support  long-term behavioural shifts in ~ when significant global eventsiis
of Malaysia's energy transmon sonety that mulr.l miuoe system  expected toaffect fossil fuel prices.
agenda. This includes provi ple,if All in all, the recently an-
greater transparencyon thelink.  thebulk nftheexpenedell!cmc nounced new tariff structure
age between theexpected chang- ity load for charging EVs in the under RP4isa ﬂep in ﬂ1e right
es in network cost and the for-  long term can be shifted to off-  direction
ward-looking trajectory for RP4 pﬁk huurs when solar poweris gy transition wgetx.liowww.lts
a.ndbeyund wluchwtﬂbemuml orwh dislow successhing clearc
inhelpi build (that is,12-2pm), the power sys- nication, i
ling businesscasesforrenewable  tem will not need to developas  and thoughtful unphmr_nl}ltl:m.
investments aligned with Ma- muchexcess power generationor  Asthe energy landscape becomes
laysia's renewable energy goals.  energy gecapacitytohandle  morecompl wsuring that con-
the mi h bety ! 1 the new tar-
Expansion of Time of Use able generation and demand in  iff design — and are empowered
tariff and a more immediate the long term. to respond accordingly — will
fuel cost pass-through Ontheother hand,thechange  be crucial. By building trust and
Is much welcomed but from the biannual fuel price ad-  enabling more informed energy
the execution to ensure justment scheme of the imbal-  choices, the reforms under RP4
appropriate translationofthe  ance cost pass-through (ICPT) can lay a strong foundation for
price signal is critical mechanism to a monthly fuel  a resilient, efficient and cleaner
Theexpansionof theTimeof Use  cost adjustment scheme — the power system in Malaysia. 0O

tariff (that is, different prices for
pea]: and off -peak periods) for

automatic fuel adjustment (AFA)
mechanism — will allow more
t and immediate re-

al pt-invol-
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