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Introduction

Following the teasers in the announcement by the Prime Minister of Malaysia in August 2022 and the
launching of the National Energy Policy 2022 - 2040 in September 2022, the Corporate Green Power
Programme (“CGPP”) was finally launched by the Energy Commission of Malaysia on 7 November
2022.

The CGPP is essentially a programme which allows eligible corporate consumers (“CC”) to enter into
power purchase agreements with solar power producers (“SPP”) for the purchase of renewable energy
virtually instead of via direct delivery. In this structure:

- SPP owns and operates the solar power plant and exports the energy generated from the plant
to the grid/electricity utility company (“TNB”);

- TNB will pay the SPP for the energy exported to the grid based on the system marginal price
(“SMP”), which is the price determined by the Single Buyer based on the relevant rules and
guidelines. The environmental attributes from the energy generated and sold will not pass to
TNB;

- the CC will enter into an agreement, i.e. the virtual power purchase agreement (“VPPA”) with
the SPP, under which the CC will agree to virtually purchase the energy produced by the SPP
based on an agreed price (“Fixed Price”). The SPP and CC can agree in the VPPA that the
environmental attributes for the energy purchased will be transferred to/vest in the CC.

In practice, the physical energy will still be delivered by TNB to the CC and the CC will continue
paying TNB for such energy at the prevailing market tariff — there is no change to the relationship
between the CC and TNB. The arrangement, where the CC and the SPP agree that the
environmental attributes for the energy purchased will be transferred to/vest in the CC, allows
the CC to claim that its energy usage (equivalent to the amount contracted under the VPPA) is
obtained from renewable sources;
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- the settlement mechanism under the VPPA will provide that, if the Fixed Price is lower than the

SMP, then the SPP will pay to the CC the difference; if the Fixed Price is higher than the SMP,
then the CC will pay to the SPP the excess.

E1, energy supplied to EUC by SPP E2, energy supplied
based on MEDA Rules by EUC to CC
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Information Guide

For Corporate Green Power Programme

(For Solar PV Plant)

Issued by the Energy Commission of Malaysia

We set out below a summary of the features of the CGPP and eligibility conditions which apply to SPP
and CC should they wish to participate in the programme.

Features of the CGPP

1. Quota: The CGPP offers a quota of 600MW, which may be
applied for by SPP from the Single Buyer.

2. Application Period: Applications open from 7 Nov 2022 to 6 February 2023,
subject to availability of quota.
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3. Plant size: Each plant must be between 5MW to 30MW, and must
be a greenfield project and not an existing one.

4. Nature of plant: Solar power plant.
5. Battery Energy Storage Itis strongly encouraged that each plant be installed with
System (BESS): BESS which is able to support at least one full hour of full

export capacity of the plant.

6. Commercial Operation Not later than the year 2025.
Date:
7. Corporate Consumers: Up to only three CC per plant. CC must be located in

Peninsular Malaysia and must be an existing (or will be a
new) customer of TNB.

Solar Power Producer — Eligiblity Conditions

The following are some of the key conditions that persons who are interested in participating in the
CGPP as an SPP will need to comply with, and the fulfilment of such conditions will need to be evidenced
in the application by the SPP/consortium to participate in the programme:

(@) Shareholding Structure of the SPP

Malaysian citizens must ultimately have at least 51% of the equity interest in the SPP. If the
SPP is made up of a consortium (i.e. the consortium members will be shareholders of the SPP),
then each consortium member must have at least 10%, and the lead member must have at least
30%, of the equity interest.

In addition, the SPP or a member of the consortium must have at least three years relevant
experience in financing, developing, implementing and operating a solar power plant with a
capacity of not less than 1IMW.

Similar to the large scale solar programmes, the CGPP prohibits a change in the names of the

shareholders and shareholding structure of the SPP within five years from the date of
commercial operation of the solar power plant.

© Christopher & Lee Ong | 3 CHRISTOPHER & LEE ONG |



CHRISTOPHER & LEE ONG RAJAH & TANN ASIA

Client Update: Malaysia LAWYERS

WHO
2022 NOVEMBER KNOW

ASIA

Infrastructure, Energy & Resources

(b)  Financial Strength

The SPP or the consortium intending to form the SPP must have assets of at least RM10 million
and each consortium member must have a paid-up capital of at least RM1 million.

(c) Project Financing Arrangement

The applicant must demonstrate ability to finance the project with sufficient equity and to secure
the remaining portion of the project cost from its financiers. To that end, the applicant must be
able to show in its application that it has a letter of support with term sheets from its financiers for
the debt financing portion.

(d) Land Use Right

The SPP/consortium must have identified and have the right to use the site and route to the
interconnection facility, for the proposed solar power plant.

(e) VPPA

The SPP/consortium must already have entered into a VPPA or a commitment (such as in the
form of a memorandum of undertaking) with the CC(s) for the virtual supply of energy.

Unlike the usual form of power purchase agreements where there is physical delivery of energy,
the agreement for the CGPP entails the virtual sale and delivery of energy and environmental
attributes. As such, SPPs are advised to work with reputable advisors to ensure that the VPPA
used for their respective projects are not only appropriate for the project but are also in
bankable form.

0] NEDA
It is imperative that the SPP be familiar with the New Enhanced Dispatch Arrangement
(“NEDA?”), the Single Buyer market operation and the SMP tariff structure, given that the SPP

must participate in the NEDA as a condition to its participation in the CGPP and will be paid the
SMP under the NEDA.
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Corporate Consumer — Eligiblity Conditions

The following are some of the key conditions applicable to those who intend to participate as a CC under
the programme:

0] the CC must be a company which is currently operating in Peninsular Malaysia or planning to
do so within the next two years (with documentary evidence to prove that it has taken concrete
steps towards that, such as having obtained approvals from the relevant authorities to do so);

(i)  the CC is a company in the manufacturing industry or service industry, with a good track
record and credible financial position for the last three years. It is not clear whether there are
thresholds that need to be met to be considered as having a good track record or credible financial
position;

(i) a CC planning to set up and operate in Peninsular Malaysia must have a projected revenue of
not less than RM10 million, its site of business must have been identified and agreed to by the
authorities, and the CC must already have applied to TNB for the supply of electricity and has
indicated when such supply is required; and

(iv) the CC’s maximum demand must not be less than 1MW.

Conclusion

The launch of the CGPP will no doubt be greatly welcomed by the industry as a positive step towards
driving the growth of the renewables space while allowing major corporates the opportunity to increase
the use of renewable energy in their business operations and to meet their sustainability goals.

Project developers interested in participating in the CGPP should take heed of the requirements and
start taking steps towards fulfilling them, given the aggressive time frame for the submission of
applications. It is hoped that the compressed application period will not affect the quality of the
applications and will still allow interested developers sufficient time to comply with the conditions and
make meaningful submissions to the authorities.

Should you require further information on the Corporate Green Power Programme or any other matter
pertaining to projects, energy and infrastructure, please feel free to reach out to our team at your
convenience, through the Christopher & Lee Ong partners listed hereunder.
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Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which

may result from accessing or relying on this update.
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Christopher & Lee Ong is a full service Malaysian law firm with offices in Kuala Lumpur. It is strategically positioned to service clients in a range of
contentious and non-contentious practice areas. The partners of Christopher & Lee Ong, who are Malaysian-qualified, have accumulated
considerable experience over the years in the Malaysian market. They have a profound understanding of the local business culture and the legal
system and are able to provide clients with an insightful and dynamic brand of legal advice.

Christopher & Lee Ong is part of Rajah & Tann Asia, a network of local law firms in Cambodia, China, Indonesia, Lao PDR, Malaysia, Myanmar, the
Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South Asia.

The contents of this Update are owned by Christopher & Lee Ong and subject to copyright protection under the laws of Malaysia and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Christopher & Lee Ong.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business or operational requirements. It is to your advantage to seek legal advice for your
specific situation. In this regard, you may call the lawyer you normally deal with in Christopher & Lee Ong.
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