05/ 05/ 2001
Power deci si on resci nded

Sar ban Si ngh

KUALA LUMPUR, Fri. - The CGovernnent has rescinded a decision to nmake
Tenaga Nasi onal Bhd a power distributor while i ndependent power producers
generate electricity.

Instead, the utility conpany will continue to generate power and to
distribute it, Prime Mnister Datuk Seri Dr Mahathir Mhanad sai d t oday.

He said the recent power disruption in California yielded a big | esson
for Malaysia - that giving the private sector the exclusive right to
generate electricity was a m st ake.

"W have different ideas about privatisation now Previously, there was
this idea that the distribution and power generation would be split
but what happened in California is a big |lesson to us."

He was speaking to reporters after a visit to TNB headquarters today.
More than 3,000 enpl oyees attended the gathering at the Kilat C ub.

California, the United States richest and npbst popul ous state, has been
facing an energy crisis which has led to recurring blackouts since January
and rai sed fears that nore outages are expected when residents switch on
their air conditioners this sumrer.

The crisis stens fromCalifornia's flawed 1996 deregul ation | aw, which
al | oned whol esal e energy prices to soar but capped retail rates.

As aresult, the State's largest utility has been pushed into
bankruptcy, energy prices have soared and the State has been left with an
i rregul ar power supply.

The state al so plans to issue nore than US$10 billion (RMB8 billion) in
bonds to repay the noney it has been spending to keep the lights on and to
fi nance future power purchases.

Dr Mahathir sai d sone devel oped nations thought the system of total
privatisation was the best option but this has been proven w ong.

"They thought that through total privatisation, they could get the best
price but it has been shown that all the conpanies (privatised ones) | ost
money and now t hey have to increase electricity charges by nore than 50
per cent (in California).

"We have to be very careful about how we do these things. W cannot
foll ow ot her people's exanpl es because they are not infallible ... they
can nmake m stakes too. And when we nake m stakes, we will have very
serious problens.™”

Dr Mahathir said while the private sector was only concerned about
maki ng profits, TNB had social obligations to the people.

“I'n Malaysia, we will balance the role of the private and public
sectors, especially in the generation and distribution of electricity."

Asked when the authorities would review the electricity tariffs, Dr
Mahat hir said the Governnment woul d | ook at the situation at the end of the
year.

He said there was no reason for the electricity prices to go up yet as
gas prices had remai ned unchanged.

Dr Mahathir said the authorities also realised there was too much
reliance on gas although the Governnent had a four-fuel policy.

"So, maybe, we will go back to thernmal power plant using diesel or coa
so that whenever we have a problem we can al ways use pal m oil

"Today, we can't find a plant that uses fuel, so when you put in palm
oil, it will be very difficult,"” he said.

Dr Mahathir al so commended TNB for registering a RML.4 billion profit in



six nonths for its financial year endi ng February.

Earlier, Dr Mahathir simultaneously |aunched Universiti Tenaga
Nasi onal ' s Bandar Miadzam Shah campus, Unit 5 of the Sultan Sal ahuddin
Abdul Aziz power station in Kapar, Selangor, Tenaga Nasi onal's housing
scheme for its enployees in Pasir Gudang, Johor and Kedai Tenaga PROSPER
i n Kepong vi a vi deo-conf erenci ng.

Al so present were Energy, Conmunications and Miul tinmedia M nister Datuk
Amar Leo Mbggi e and Wnen's Affairs and Fanily Devel opnent M ni ster Datuk
Shahrizat Jalil, who is al so Lenbah Pantai MP.
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