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Blazing the Trail: Championing Solar Energy in Malaysia

The Ministry of Energy, Science, Technology, Environment and
Climate Change (MESTECC), together with the Sustainable Energy
Development Authority (SEDA) and the Energy Commission (EC),
have been proactive in its efforts to provide sustainable, reliable and
affordable solar energy for Malaysians. MESTECC has introduced
new policies and incentives, which took effect on 1 January 2019, in
line with its aim for 20% of Malaysia’s electricity to be generated from
renewable resources by 2025.

NEM Scheme

The Net Energy Metering (NEM) Scheme is a mechanism that allows
eligible consumers to export excess energy generated by the solar
photovoltaic (PV) system of such consumers back to the grid, which
will then be offset against the consumer’s electricity bill for energy
provided by Tenaga Nasional Berhad (TNB) during the applicable
biling period. The NEM Scheme was given a makeover by the
introduction of more attractive returns for the consumers. Previously,
excess electricity generated was sold to TNB at the displaced cost of

31 sen/kWh.[JI—1 Under the newly improved Scheme, every 1kWh
excess electricity that is exported to the grid will be offset against
1kWh consumed from the grid, which will be deducted and reflected in
the consumer’s electricity bill.

The SEDA Guidelines on the NEM Scheme may be viewed here.
SARE Programme

The Supply Agreement for Renewable Energy (SARE) Programme,
which complements the NEM Scheme, introduces a solar leasing
concept where consumers will be able to install solar PV systems in
their homes with zero upfront costs. This programme allows investors,
mainly solar power companies, to finance the capital outlay for the
installation of the solar PV systems for the consumers. Under this
programme, TNB oversees the billing, collection and remittance of

payment by consumers to the investors in return for a service fee.[21
Monthly payments for solar power or repayments to the investors will

now be done through the monthly TNB electricity bill.ﬁ1

Third round of LSS3 procurement process



Initially implemented in 2016, the large scale solar (LSS) Procurement
Process is a competitive open bidding process in which the EC invites
persons with the relevant capabilities to develop, operate and maintain
large scale solar PV power plants to connect to the distribution
networks in Peninsular Malaysia and Sabah.

For LSS3, the government is looking at projects worth up to RM2
billion in its target to produce 500MW of electricity via solar power,

which are up for bidding through open tender.[4—1 Foreign participation
in the LSS Procurement Process will be subject to certain equity
restrictions by the EC.

The aforementioned programmes are intended to create a fertile
ground for the growth of the solar energy industry in Malaysia by
making solar energy a more affordable and accessible option for
consumers, creating higher returns for solar energy exported to the
grid, pushing local players to become “regional solutions provider”
through the LSS3 and SARE programme, and, ultimately, in
encouraging reliance on renewable energy.

Eleena Abd Wahab (eaw@l|h-ag.com)

If you have any queries, please contact the author or her team partner
Ooi Bee Hong (obh@lh-ag.com).
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This displaced cost is in relation to low voltage systems, such as residential consumers. For commercial or industrial consumers that use a higher voltage

system, the displaced cost would be lower: Tan Zhai Yun, “Going Green: Promoting renewable energy among Malaysians”, The Edge Malaysia (14 September 2017)
<http://www.theedgemarkets.com/article/going-green-promoting-renewable-energy-among-malaysians>
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= As stated in the joint press released by MESTECC and SEDA, “MESTECC Provided Update on the New Net Energy Metering (NEM) & Policy on New Solar
PV Businesses Behind-The-Meter” dated 23 November 2018, available at <http://www.seda.gov.my/?
omaneg=00010100000001010101000100001000000000000000000000&y=45&s=6962>
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= P Prem Kumar, “Yeo: Cheaper electricity for solar power users from Jan 1”, The Malaysian Reserve (23 October 2018)
<https://themalaysianreserve.com/2018/10/23/yeo-cheaper-electricity-for-solar-power-users-from-jan-1/>
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4 Emir Zainul, “Govt to tender out RM2b worth of solar projects next year”, The Edge Financial Daily (16 November 2018)
<http://www.theedgemarkets.com/article/govt-tender-out-rm2b-worth-solar-projects-next-year>



