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Ensuring quality

Message from the M nister of Energy, Conmunications and Miltinmedi a Dat uk
Amar Leo Moggie

CONGRATULATI ONS to Suruhanj aya Tenaga and the industry on the
establ i shment of the "Energy Page" in the Business Tines.

The privatization of the electricity supply industry was a significant
event for the sector.

Before privatization, we were used to dealing with an integrated
electricity supply utility managed as a statutory board, which was
responsi ble for the generation, transm ssion and distribution of
electricity. It was an integrated structure. It had to finance its
capi tal
programe essentially through governnent support.

The pressure on the public budget at times made it difficult to fulfi
equal Iy pressing denands for budget allocation. Through the
privatization
of the then Lenbaga Letrik Negara to what it is today - Tenaga Nasiona
Bhd - opportunities were provided to source additional funds fromthe
mar ket pl ace. The inherent bureaucracy typical of a government structure
was reduced.

Privatization of the electricity industry nmade it possible to allow
others to invest in electricity generation. Thus when Tenaga was under
very strong pressure to increase generation capacity within a short span
of tinme in order to nmeet denmands in the early 1990s, it was possible to
i ntroduce independent power producers (IPP) to complenment what Tenaga
was
doi ng.

As a result of privatization in the power industry, Tenaga as the main
supplier of this essential service has beconme nore flexible in its
operations, nore efficient when neasured against productivity indicators
and nore forward-looking in its planning.

Service has inproved dramatically with marked reductions in the
i nci dence of power breakdowns, faster installation and restoration of
supply, lower incidence of voltage fluctuations and so on. All these
wer e
made possible w thout any increase in costs to consunmers, and wth
Tenaga
being financially strong to continue investing in additional capacity in
order to neet electricity demands of our fast-devel oping econony.

Energy Policy

Energy is an inportant factor today, not only because of its
implications for economic growth and devel opment but al so because of the
concern for our declining natural resources such as oil and gas

The Government's energy policy is to ensure secure, diverse and
sust ai nabl e supplies of energy.

Mal aysia's overall energy mx is continuously reviewed to find the
opti mum conbi nati on for energy supply.

We have enbarked on the Fifth Fuel Policy, which incorporates
renewabl e



energy as a snall but significant part of our total energy m x, which
includes oil, natural gas, coal and hydro power. Since we do not expect
contributions from renewable energy to increase dramatically in the
short

and nediumterm we will still be reliant on traditional sources. But
this

again will be weighed against existing supply stock. Al though renewable
energy occupies a rather snmall percentage, | believe this in itself

represents an inportant step towards achieving sustainable devel opnment.

Energy priority and initiatives

Qur enphasis on the energy sector will continue to be on ensuring
saf e,
adequate, quality and cost-effective supply of energy, while pronoting
energy efficiency and minimsing the negative inpact on the environnent.
Qur energy policy initiatives will continue to be conmtted to
noder ati ng
the increasing energy intensity trend to the extent of avoiding wastage
and inproving the productive value of the energy we consune.

Mal aysia is currently enjoying a healthy generating reserve capacity
in
the electricity sector. Demand for electricity is expected to grow
noderately at the rate of between 5 and 6 per cent for the next two to
three years. A further generation plant-up programre is already in place
to neet customer demand up to the year 2010

However, adequacy in generating capacity alone cannot guarantee
hi ghquality electrical supply. The reliability and security of the
transm ssion and distribution systens have to continually be high so
t hat
the supply to all consunmers can be net.

As the country progresses, another requirenent energes - that of
qual ity
el ectrical supply. Power quality is now an inportant requiremnment
specifically for industries that use sensitive electronic equipment.

What nmay appear as a minor disturbance, which is not felt by npst
custoners, may cause interruption to these customers. Power quality
problem can originate internally from the customers' own electricity
systens and externally fromthe utility power system The responsibility
to mininmse this power quality problemlies with both the utility and
t he
cust omer .

Mal aysia is |ucky because the country is blessed with various natural
resources for the production of electricity. In line with Vision 2020
t he
Government has set the target of 100 per cent electricity supply
cover age
for the whole country by the year 2010.

Ensuring conpetitiveness of electricity supply industry

To ensure electricity supply in the country remains conpetitive in
conparison to other countries in the region, all parties involved nust
play their roles effectively. In so far as the energy sector is
concer ned,
the Mnistry of Energy, Communications and Multimedia will continue to
noni tor and ensure that the cost of doing business in Ml aysia stays
feasi bl e.



Towards this end, all power producers nust ensure that their delivery
systens are at their very best. This is in line with the new Economc
Stimul us Package recently announced by Prime Mnister Datuk Seri Dr
Mahat hi r Mohanmad, which enphasi sed the inportance of having an effective
delivery systemto naintain our conpetitiveness.

The CGovernnment will continue to support national devel opnent efforts
undertaken by all sectors. The quality of our systens and work processes
nmust al ways be our priority.

At the sane time, efforts to diversify utilisation of fuel sources for
electricity generation must be given due attention. W do not want to be
too dependent on oil and gas, which currently make up two-thirds of the
country's fuel sources because these fuels are easily affected by globa
mar ket prices.

We are confident that all power generation stations are undertaking
every possible effort to increase availability and efficiency of
generation through various research and devel opnent initiatives in order
to be effective and conpetitive

Meanwhil e, in order to ensure secure and continuous supply of
electricity in the country, the Covernnent has undertaken neasures to
i ncrease the use of coal and hydro power for new electricity-generation
proj ects.

This year sees the entry of a few new IPPs. W hope this will increase
the conpetitiveness of the industry. This, however, should not stop the
| PPs from establishing and enhanci ng cooperati on anbng thenselves in
specific areas.

At the sane tinme, it is our hope that industry players will continue
to
uphol d their social obligations. The public and consumers mnust be given
the assurance that Tenaga and |IPPs are not sinply profit-making entities
but are also corporate bodies which are consuner-friendly and sensitive
to
consuner interests and societal issues.
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