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SECTOR UPDATE

Renewable Energy — Malaysia
Bright Prospects For EPCC Solar Players Amid Government's Green Plans

Malaysia’s aggressive ramp up to achieve its net zero target will see multi-year robust
demand for RE generation, with solar PV installation playing a vital role in Peninsular
Malaysia. We expect total solar PV capacity to exceed 6.5GW over 2025-26 as the
government calls for tenders for large scale solar (i.e. LSS5, LSS5+ and LSS6). This
suggests EPCC replenishment opportunities of RM13-16b in the near term. Maintain
OVERWEIGHT. Top pick is Pekat Group.

WHAT’S NEW

¢ Bright outlook, domestic-driven demand supports earnings visibility. The National
Energy Transition Roadmap (NETR) expects Malaysia to deliver a 32% reduction in
greenhouse gas emissions for the energy sector by 2050. To get there, we expect 59GW of
renewable energy (with solar photovoltaic (PV) playing a vital role) to be planted up in the
next two decades. This is almost double the existing generation capacity of 27GW in
Peninsular Malaysia. As such, we see high earnings visibility for solar PV players and this
will likely be a multi-year theme. Industry players in a recent Malaysia Photovoltaic Industry
Association conference suggested that a positive regulatory framework with good incentives
could pave the way for the government to achieve its NETR goals.

Higher baseline electricity tariffs a boon for solar PV players. Solar PV players are
expected to benefit from healthy underlying demand as electricity tariff continues an upward
trajectory in the medium term. To recap, baseline electricity tariff is expected to increase by
14% (from 39.95 sen/kWh to 45.62 sen/kWh) from 1 Jul 25 onwards. The higher cost to be
shouldered by both residential and commercial & industrial consumers will propel consumers
to look for more cost-effective options to manage their electricity bill in the near term.

NEM 3.0 quota addition. The Sustainable Energy Development Authority Malaysia (SEDA)
has offered an additional quota allocation of 150 MW (existing quota: 450MW) under the Net
Energy Metering (NEM) Rakyat programme and 300 MW (existing quota: 1,400MW) under
the Net Offset Virtual Aggregation (NOVA) scheme. This offer remains open until 30 Jun 25,
or until the quotas are fully subscribed, whichever occurs first. The announcement has been
a catalyst for the residential solar PV installation ramp-up in 1Q25, as consumers pursue to
benefit from the SolaRIS RM4,000 rebate which will end on 30 Apr 25. We expect to see a
healthy revenue growth leading to margin expansion in 1Q25, contributed by the acceleration
of residential solar projects.

LSS6 and BESS bidding to kick off soon. The Ministry of Energy Transition and Water
Transformation (Petra) has highlighted plans to announce the bidding round for Large Scale
Solar Phase 6 (LSS6) in 2H25 with potentially 2GW of capacity and inclusion of a battery
energy storage systems (BESS) for certain packages. Petra also plans to open a bidding
round for the installation of battery energy storage systems (BESS) to third parties in 3Q25,
offering a total capacity of 400MW/1,600MWj (100MW/400MWj capacity per project).
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OVERWEIGHT
(Maintained)
TOP SECTOR PICK
Div

Target PE Yield
Top pick Rec Price (RM) (x) (%)
Pekat Group BUY 145 19.0 0.9
Source: Bloomberg, UOB Kay Hian
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BREAKDOWN OF NEM 3.0 BY CATEGORIES
NEM 3.0 Capacity Quota Quota
(Feb 21 - June 25) (MW) Applied Balance
NEM Rakyat 600 94.1% 5.9%
NEM GoMEn 100 76.8% 23.2%
NOVA 1,700 67.0% 33.0%
Total 2,400
Source: SEDA, UOB Kay Hian
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PEER COMPARISON
Share Price Target Market - PE ------eeme --- EVIEBITDA ---  --- Dividend Yield ---
23 Apr 25 Price Cap FY25F FY26F  FY25F  FY26F FY25F  FY26F

Company Tickers Rec (RM) (Rm) (RMm) (x) (x) (x) (x) (%) (%)
Pekat Group PEKAT MK BUY 1.1 1.45 715.9 19.0 15.9 10.5 8.5 0.9 0.9
Samaiden Group SAMAIDEN MK NOT RATED 1.03 n.a. 461.6 20.2 15.8 15.5 7.3 14 1.2
Solarvest Holdings SOLAR MK NOT RATED 1.62 n.a. 1,208.2 238 174 14.1 11.7 0.1 0.3
Northern Solar NORTHERN MK NOT RATED 0.62 n.a. 2453 n.a. n.a. n.a. n.a. 0.0 0.0
Sunview Group SUNVIEW MK NOT RATED 0.39 na. 218.6 20.3 124 15.2 8.9 0.0 0.0

Source: Bloomberg, UOB Kay Hian
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¢ Key events to look out for: a) further announcement of LSS5 and LSS5+ winners; b) LSS6
bidding announcement in 2H25; ¢) maiden bidding for the BESS programme in 3Q25; and d)
lower solar module prices - back to US$0.07-0.08/watt by 2H25.

ACTION

¢ Maintain OVERWEIGHT; elevated orderbook driven by 6-7GW of solar plant ups. We
expect total solar PV capacity to exceed 6.5GW over 2025-26 as the government calls for
tenders for large scale solar (ie LSS5, LSS5+ and LSS6). Assuming a construction cost of
RM2.0m-2.5m per MW, total engineering, procurement, construction and commissioning
(EPCC) replenishment opportunities are estimated at a staggering RM13b-16b in the next five
years. Also, EPCC margins for these projects are anticipated to be better than that for LLS4,
given the recent decline in PV panel prices. We reiterate OVERWEIGHT on the sector. Pekat
Group (Pekat) remains our top pick, driven by a robust orderbook of RM600m and full-year
consolidation of 60%-owned EPE Switchgear.

¢ Key risks to our investment thesis include: a) extremely competitive tariff range for LSS5+
and LSS6; b) solar module prices remaining elevated in 2H25; and ¢) changes in government
direction in terms of NETR.

¢ Pekat Group (PEKAT MK/BUY/Target: RM1.45). The group commands a robust three-year
earnings CAGR of 32% for 2025-27 with good earnings visibility, underpinned by a strong
solar plant up in Peninsular Malaysia. Key re-rating catalysts include: a) stronger-than-
expected earnings trajectory; b) active capital management; and ¢) a mainboard listing
transfer. Maintain BUY with a target price of RM1.45, with our target price pegged to 2025F
mean PE of 25x.

ESSENTIALS

¢ SolaRIS scheme coming to an end. The introduction of Solar For Rakyat Incentive Scheme
(SolaRIS) to promote the adoption of new solar PV systems in residential properties will
conclude on 30 Apr 25. Malaysian citizens who have successfully applied for the NEM Rakyat
scheme from 1 Apr 24 onwards will be eligible for a cash rebate of up to RM4,000. The
attractive rebate has registered a 70% substantial increase in the take-up of the NEM Rakyat
quota (from 24% to 94% of the 600MW quota), encouraging residential home owners to
capitalise on the reduced payback period and better return on investment.

¢ Introduction of CREAM. The Community Renewable Energy Aggregation Mechanism
(CREAM) enables homeowners to lease their rooftop space to a local energy generator and
aggregator, who can aggregate multiple rooftops to establish a solar PV power generation
system. This is another avenue for revenue growth of solar players, we opine. The renewable
energy generated can be purchased by a local green consumer located within a 5KM radius
of the generation source using an open grid access principle.

¢ Interim price hike in solar PV prices due to China’s RE reform... In 2024, solar PV
module prices declined to an all-time low of US$0.07-0.08/watt. This led to a widening of profit
margins of most solar EPCC players in Malaysia as they benefitted from low inventory costs.
In 1Q25, we understand that several leading Chinese PV companies increased solar module
prices after demand for the products recovered. The hike was approximately 10% as China’s
electricity power industry reform gradually took effect — with China accelerating the reform of
renewable energy (RE) power pricing to promote sustainable development. Solar PV model
prices are now US$0.08-0.09/watt.

....but expected to normalise again in 2H25. We expect solar module prices to remain at
US$0.08-0.12/watt up to Jun 25, primarily driven by reduced inventory levels among Chinese
manufacturers. This trend is further exacerbated by higher demand as China has accelerated
solar installation activity ytd, prompting manufacturers to scale back on low-priced exports.
We expect China's installation rush to end by May 25 and prices of solar modules to fall back
to US$0.07-0.08/watt towards 2H25.

Refer to last page for important disclosures.
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FOUR PACKAGES UNDER LSS5

Capacity
Packages (MW) Remarks
Package 1 250 Ground or roof-mounted solar
power plants with 1-10MW
Package 2 250 Ground or roof-mounted solar
power plants with 10-30MW
Package 3 1,000 Ground or roof-mounted solar
power plants with 30-500MW
Package 4 500 Floating solar power plants with
permitted generation capacities
of 10-500MW
Open to companies or
consortiums with at least 51%
equity ownership by
Malaysians
Total 2,000

Source: Energy Commission

TWO PACKAGES UNDER LSS PETRA 5+

Capacity

Packages (MW) Remarks

Package 1 1500 Ground solar power plants with
30-500MW generation
capacities
Open to companies or
consortiums with at least 51%
equity ownership by
Malaysians

Package 2 500 Floating solar power plants with
permitted generation capacities
of 10-500MW
Open to companies or
consortiums with at least 51%
equity ownership by
Malaysians

Total 2,000

Source: Energy Commission
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LSS5 WINNING BIDDERS

Capacity
Company Holding Company Shareholding (MWac) Location Commercial Operation Date
Daya Cipta Eden Inc. 100% 29.99 Gebeng, Kuantan, Pahang 28 Jul 27
Nextree Synergy Solarvest Holdings 60% 60.00 Kuala Langat, Selangor 8 Oct 27
Joint Venture between HEB Energy and Unique Unique Fire Holdings & HSS 60%/40% 95.00 Hilir Perak, Perak 11 Oct 27
HEB Energy Engineers
Samaiden Legasi Timur Samaiden Group 100% 99.99 Pasir Mas, Kelantan 11 Oct 27
TNB Renewables Tenaga Nasional 100% 500.00 Bukit Selambau, Kedah 2027
Total 784.98
Source: Respective companies, UOB Kay Hian
TENDER AWARD FOR LARGE SCALE SOLAR PROJECTS IN MALAYSIA
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COMPARISON OF LSS 1-5 TARIFF RANGE

Capacity Tariff Range
LSS (MW) (sen/kwh)
LSS1 451 39.00-65.00
LSSs2 562 33.98-53.00
LSS3 491 17.78-58.00
LSs4 823 14.99-26.10
LSS5 2,000 -
LSS5+ 2,000 -

Source: Energy Commission, UOB Kay Hian
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.
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