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Mitigating carbon tax in Malaysia

Recently, we organised a webinar on carbon pricing instruments in Malaysia and the role of
Bursa Carbon Exchange in creating a marketplace for them. We believe that interest on the
Bursa Carbon Exchange (BCX) would improve when the carbon tax is introduced. In January,
the Natural Resources and Environmental Sustainability Ministry said that the National Climate
Change Bill would be tabled for its first reading in March in the Dewan Rakyat. The National
Carbon Market Policy is also being finalised to create a framework for carbon trading in tandem
with the National Climate Change Bill.

¢ How to price carbon or greenhouse emissions? We understand that there are four types of
carbon pricing mechanisms. These are carbon tax, voluntary carbon markets, emissions trading
system and overseas trading of carbon credits. On the BCX, the price of one tonne of carbon
dioxide for nature-based contracts is more than RM30.00, which is higher than REC's (renewable
energy certificate) RM5.00. The higher value for nature-based contracts can be attributed to the
conservation projects’ higher development costs (e.g. satellite monitoring) and biodiversity
features. The period of maintenance for conservation projects is also longer than RE projects such
as solar.

Interest on BCX is still lacklustre. This is due to a few reasons. First, compliance on carbon
reduction or emissions is voluntary in Malaysia. There is no penalty for failing to meet emission
targets. Also, a significant portion of RECs are traded over the counter instead of on an exchange.
If a carbon tax is implemented however, we believe that interest on BCX would improve as it could
be a faster or cheaper way to offset or reduce carbon emissions.

However, there is another platform to buy RECs in Malaysia. The Malaysia Green Attribute
Trading System (mGATS) is operated by the largest utility in Malaysia. Companies can buy RECs to
offset carbon emissions and meet sustainability goals. There are more solar and hydro projects for
MGATS' RECs compared to BCX. However, only Malaysian companies can buy and redeem the
RECs in mGATS.

There are many green energy options. To reduce or offset carbon emissions, the private sector
can (1) install rooftop solar panels under SELCO or ATAP scheme, (2) buy green electricity at a
premium or (3) buy carbon credits/RECs. To buy green electricity, companies can choose between
Green Electricity Tariff (GET) and CRESS. In November 2025, ByteDance System secured GET for
three years from the largest utility in Malaysia. Under GET, customers pay a premium of only 3 to
5 sen/kWh.

GET could be cheaper and less troublesome than CRESS. Under CRESS, the system access
charges are 40 sen without battery systems and 20 sen with battery systems.

Carbon tax in the coming years. We believe that carbon tax would be implemented in Malaysia.
However, it may take time. The Climate Change Bill and National Carbon Market Policy must be
passed first. Recall that in the initial phase, carbon tax would be imposed on iron, steel and utility
companies in Malaysia. For utilities, an issue is how will the carbon tax be reflected or incorporated
in the Power Purchase Agreements, which were signed years ago.
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VALUATION MATRIX
Share price  Marketcap  Target price EPS PE
Companies Call RM/share RMmil RM/share (sen) (sen) (x) (x)
Malakoff Hold 0.78 3,811.9 0.82 5.9 7.1 13.2 11.0
Solarvest Hold 2.02 1,896.2 243 7.7 10.0 26.2 20.2
Mega First Hold 2.77 2,618.2 3.56 35.6 39.1 7.8 7.1
YTL Power Buy 2.77 22,767.7 3.37 21.2 23.7 13.1 11.7

DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and itis issued by AmInvestment Bank Berhad ("AmInvestment") without regard to your
individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty, representation,
recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy or sell any real estate,
securities, stocks, foreign exchange, futures or investment products. AmInvestment recommends that you evaluate a particular investment
or strategy based on your individual circumstances and objectives and/or seek financial, legal or other advice on the appropriateness of the
particular investment or strategy.

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at the time of issue.
While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and reasonable, Amlnvestment has
not independently verified the information and does not warrant or represent that they are accurate, adequate, complete or up-to-date and
they should not be relied upon as such. All information included in this report constitute AmInvestment's views as of this date and are subject
to change without notice. Notwithstanding that, AmInvestment has no obligation to update its opinion or information in this report. Facts
and views presented in this report may not reflect the views of or information known to other business units of AmInvestment's affiliates
and/or related corporations (collectively, "AmBank Group").

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished for any
purpose without AmInvestment's prior written consent. AmInvestment, AmBank Group and its respective directors, officers, employees and
agents ("Relevant Person") accept no liability whatsoever for any direct, indirect or consequential losses, loss of profits and/or damages arising
from the use or reliance of this report and/or further communications given in relation to this report. Any such responsibility is hereby
expressly disclaimed.

Amlnvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The Relevant Person
may provide services to any company and affiliates of such companies in or related to the securities or products and/or may trade or otherwise
effect transactions for their own account or the accounts of their customers which may give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard
to the laws of the jurisdiction in which you are located. If any provision of this disclosure and disclaimer is held to be invalid in whole or in
part, such provision will be deemed not to form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this
disclosure and disclaimer will not be affected.

QY AmInvestment Bank




