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THAT ruwrzuant o paragraph 10.09 of the Bursa
Malayzia Sacuritizz Barhad Lizting Ragquirernenis:-

(®) ihe rnandais granisd by the sharsholdars of
the Company ai the AGM of the Corapany
held on 22 Decermber 2003 be and i3

harzhy renawsd; and

(k) the proposed sharsholders’ mandate be and
is hereby given;

o authorise the Corapany and it aubsidiarisz
(the Group) to enizr ints the specified recurmrent
transactionz with the apscifizd claszes of ihe
related partic: aforzmzntionsd, whizh ars
2ary for the Group's Jday 0o day opsrations

2 zet oul in Appendi= A of the Circular o
.

0 o

aregholders daied 1 Decamber 2004, zubdjecl W
ha following terms:-

=+

the transaction zrz in the ordinary course of
buginess and arz on terms nol more

" favourakle to the related partizz than those
generally available (o the publdic and are not
to the deirimant o the minority sharsholders;
and

ii. disclosure of the aggregaie value of
transactions purzuani to the Fraposed
Fznewal of Sharsholdsrs Mandate for RRPT
conductsd during & Financial “fsar will ba
mads in the annual report (or the said

Financial "vear.

[iv]

AND THAT :uch authority conferred by the
abvvie mandats and the renewsd mandaie zhall
continus to be in force uniil:-

i. the conclusion of the Fifiesnih AGM of the
Company  iollowing the {orithcoming
Fourteanth AGM 2 which the Propozed
Fénewal of Shargholder: Mandais ior RRPT
is approved, at which time it will lapze,
unless by a razolulion paszzed at the
Fiftesnih AGM the mandate is ranswed; or

ii.  lhs apiration of the pericd within which the
Fifizznth AGM after thai datz iz required o
bz held pursuzant o 3aclion 143(1) o the
Azl (but shall not etend ta such exiension
az may be allowsd pursuant 1o Section
1132 of the Acl); or

ii. revoled or varied by rezoluiion pazsad by
the sharegholdzrs in the general meeting
whichever is the earlier.

AND THAT ihe Diracicrs of the Company e and
i3 hersby avthoriged 1o complsie and do all such
actz and things ag thay may considar e-padient
or necassary to give effect 1o the Proposed
Renewal of Sharshaolders' Mandaiz and Propozzd
Shargholdzrs’ Mandate.”

of which due

coordancs with

To tranzact any olher buzinsss
nodice shall bave baen given in =
the Companiez Acl, 1965.



NOTICE OF BOOK CLOSURE AND DIVIDEND PAYMENT
NOTICE IS HEREBY GIVEN THAT ihe Regisisr of Mernbers of the
2005 (both dates inclusive) for the purposz

Membars ai ithe Fouricenth AGM, will be paid on 24 January 2005.

Company will be closed from 29
of detarmining sharsholdsrs’ sniiilemant 1o the
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scember 2004 to 2 January
dividend. Thz dividend, if approvad by

A Depositor with Bursa Malaysia Deposiiory Sdn Bhd zhall qualify for entillermant 1o ihe dividend only in rezpect of:
a.  Shares deposited inio ths Depositors securities account befors 12.20 prin on 24 Decernber 2004 in respeci of shares which

are exempied rom mandatory dsposit;
L.  Shares iransizred inie the Daposiior'sz
transfers; and
c. Sharez boughi on the Bursa Malaysia Securilies
Securities Berhad.

BY ORDER OF THE BOARD,

ZAINAL ABIDIN BIN YUNUS (LS 0003338)
NOR ZAKIAH BINTI ABDUL GHANI (LS 000
Cormpany Secretaries

8799)

Kuala Lumpur, Malaysia
1 December 2004

securities accouni before 4.00 pm on 28

Earhad on a curn eniitlemant basis

December 2004 in respeci of ordinary

according to ithe rulss of Pursa Malayzia

Hotes:-

Registration of Mzmbers/Prozics

Regisiraiion o Members/Proxies aiiending ihs Msziing will coramaence from
8.00 am on ihe day oi ine Maeiing. Membars/Proxies ars raquired to produce
ideniiiicaiion documenis ijor regisiraiion.

Proxy
Any Membar aniiiled o aiiend and voiz ai iz Msaiing ig zniiled w0 appoini
anoihar person o parsons (wheihar a.-Mazmbazr or not) as his proxy, oi by a
duly auihorised represeniative for ihe pariicular case o aiiend and voie i his
sicad. A proxy nzed noi bz & Member oi ihe Company. The insirumsai
appoiniing a proxy shzail be in wiiiing ander ihs hand of the appoinizr or of his
corporaiion, ¢iiher under its common ssal or under ihe hand of an ofiicer or
—atioinzy duly- appoinied_undaer-a power-oi- aiorasy. —Fhiz-
bz deposziied ai ihe Rzgisisrad Oiiics, Firzi Floor, Hsadquarisrs Tenaga
HNazional Barhad, 122 Jalan Bangsar, 59200 "uala Luraguwr noi lsss ihan joriy-
eighi (48) hours bsiors ihs iime fixad for holding the Mzzting and any
adjournmeni ithereol.

Additional Infzmnation on Resclutions 4 1y 9

Additional Iniormaiion on the Pacliculars o the reiiring Dirzciors, as raquired
undzr Appendix SA of the Bursa Mzlaysia Lisiing Requirzmenis deiailzd oui in
the Annual Report.

Fom -af- Prozy. aust - -

EXPLANATORY HOTES ON SPECIAL BUSIHESSES

() Fesoluiion 11: The Proposad Ordinary Resoluiion, it passed,
will empower ihe Dirsclors io issue shares in the Company
pursuani o ihe ierms and condiiions of ihe ESOS Il which
was approved ai ihe EGM oi ihe Company held on 22 May
2003.

(i) Resoluiion 12: Powsar 10 issus
132D, Companies Act, 1965.

shares pursuani io Seciion

The pioposed Oidinary Rssoluiion, ii paszad, is w0 give iha
Dirzciore o he Cornpany ilz:ibility (o issus and alloi shares
ol such purposes &as ihe Dirsciors in thsir absoluis discretion
considar - -in the in 2i-0i- thz Company,-without having -
io convane a genzral mesiing. This auihodly will =:pirz zi the
ne:i AGM o ihz Ceimpany.

(i} Resoluiions 13 io 22: Deiails on ihe Proposed Renswal of
Sharzholders’ Mandats and Proposed Sharshelders’ Mandate
For FRPT Of A Ravenue Or Trading Maiurz Which Ace In The
Ordinary Course Of Business £s maniionad above arg szi oui
in ihe Circular 1o Sharzholders daizd 1 D2czrmbsar 2004,










page

10

(A) THE BOARD OF DIRECTORS

At the pinnacle of corgs

e governance iz the Board o0
Dirzctors with itz colleciive responsibility in lzading andl
dirscting the company’s aifairz, a3z an sifective decizion-
making baody. The Board is accountabls io zharsholders ior
the periormance and aciivitize of the Dompany 3o that such
are undzsrtzben in the best intersst

Ecard opsratzs within a robuzt set of
below:-

o1 sharsholderzs. The

gavernance as st out

Composition of the Board
The Board of Dirsclors of THE congisiz of sight (8) membaerz
coimpriging Ona (1) Hon Exscutive Chairman, Qne (1) Exscutive

" Director and Siv (6) Hon-Exscutive Direclors. The ztrenglh of

THE Board liss in the wids range of a-perlise snd &periencs
brcught L the Board by membars of diverses background in

businezz, financial, lzgal and technical as well as managsrnent,
public administraiion and policy making. A briei profile <

cach Dirzcuor i3 33l oul on pages 32 w 42 ol this Annual

Report.

Appointment to the Board

Board HNomination and FRarmunerstion Cormmiltzs zelects and
proposses 1o the Board zuitabls cardidais or appainiment as
Dirgotar in TME and its zubzidiary companies. Appaintment t2
ihe Board of THE iz rmade sither by the Spscial Sharsholdsr
pursuari io Article 5(2) o ihe Company's Memorandumn and
Articles of Assaciation oo by the Eoard o Dirsciors purzuant

1o Aricls 123 of the Sompany’s Memorandum and Aricles of

Aszociation.

Board Balance and Independence

The Board iz azsursd o a belanced and indepandant view al
all Board dsliberations largaly dus 1o the prezsncs of its non-
exzcutive dirsctors whe form a majority of the Board.

Thé requirement of s Dode lor a Board balance i3 iuliilled
with-the Independsni Dirzclors Torming one third o the
Eoard. The clazsification for independencs iz in accordancs
with paragraph 1.01 (Dsiinition and Inizrprstaiions) of the
Bursa Malaysia Liziing Pequirsrmants,

Managzment and fres from any buzinass relationship which
could materially intsrfere with the ercize of their indepandent

judgament. The prezence of thrzs (3) Indzpendent Direciors
coynfer 2 ¢trong independant clement on the Board. The
Board haz ideniifizd and appoinisd Daid’ Lau Vin Pin as ihe
Senior Indzpendent Mon-E-ecutive Dirscior of the Board io

whaom any concsrns <n the Cornpany may bs conveysd.

Roles and Responsibilities

The Board provides direction and cffactive saniral of the
Company. The Eoard has adopied ths siz primary
speonsibilitizz cullingd in thz Sodes namely:-

) Daiermining the stratzgic plan for the Company;

by Owarzesing the conduct of the Company’s businesses;
) ldentifying and rmanaging rshs affzcling the Corapany;
() PReviewing adezquacy and iniegrity of the Campany’s
internal control systemns;

() Implementing succession planning for timely succession

of manegsment within ihe Company;
(N Mainiaining sfactive cormmunication with shargholders

-t

and investors.
There iz a clzar division of responsibility beiwsean the Board
and the Management thus promoting 2 balance of power and
authority. The ralez of Chsairman of ihe Board and the
Prezideni/Thizl Executive Oficer arz therslore zeparatz and
distinct.

The Chairman provicles coherent leadership and assumess
respongibility for the sffeciive running of ihe Board 23 wall as
represents the Board to the Sharsholders.

The President/Chicl E-eculive Officer, supported by his

cam of managsment through the Group E-scutive Council,

P

© Group Managsment Commities, Sroup Managemeznt Tendzr

Coramittee and Ensrgy Supply Cormmiiles are respongiblz

Y Y

the running of the buziness as = whols.
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(C) ACCOUNTABILITY AND AUDIT

Relatwnshlp with the Auditors

T"II'OLIQI'I"U‘UE-. Board Audii Sommities, ihs Sroup has
established a tranzparenl and appropriate rslationzhip with
the Group’z A'udiu_ns both exiamnal and intzmal. The Board
Audit Pulﬂl'l’lll[éé mizsls wuh ithe Exiernzl Auditors withoui iha
presincs of manm smsnl ai lzasl once a year, A report by

ihe Board Audil Commilis: i3 provided in pages 16 and ils
Termz of Figizréncs iz provided on pages 51 1o 58,

Into'»rnal Control

TI e Code requirs: the D.uld to rraintain = sound aysiem o
internal conirols 1o safeguard sharsholders’ investrsni and
the company’s asseis. THE adher: o Bursa Malaysia’s
Ttaternant on Intzrnal Contral: Guidance Tor Direciors ot
Public: Lizisd Companiss, a3 a guidaincs 1or c:«:ymphanu_ with
lh*a‘- requirsments. .

The Group’s Statement of Internzl Canirols, pursuani o
paragraph 15.27(b) is =<t cut on page 56.

RESPONSIBILITY STATEMENT IN RESPECT OF THE
FINANCIAL YEAR UNDER REVIEW

{(Pursuant to paragraph 15.27(a) of the Bursa Malaysia
Listing’ Requirements)

Tha Board is acoountable to enzurs thal the Financial
Statirnents ‘arz preparsd in accordancs with ihe Companizs

Act 1965 and the applicable approved accounting standards

l{_.y Malaysian BAccouniing Sitandardz Board so a2 2
préééﬁt a balanizd and underziandabls assessment of ihe
Group’s financial pozition and prospeciz. In ihis 2nnual
Repaort, an azssssrment is providad in the Direciors’ Report of
the Audited Financial Siatements.

Board Audil Commitiss reviews the slatuiory compliance znd
scruiinisez the financial azpact: of ihe Audited Financial

Staismenis prior o ull delibsraiion at the Board lzval:

ADDITIONAL COMPLIANCE STATEMENT

Apart from providing the sharshaoddsr: and the staleholdsers
with zn avarview of the stabs of corparats governance in ihs
Company, THE iz alzo pleazed 1o dizcloss tha following
information'

(1) Utlllsatlon of Procezds Raised from any Corporate
Proposal
The proceadsz from ihe issuance of RMI,402 million of
" non-recourse Al-Bai Bitharman Ajil (EalDS) szeouring
FRM200 million Murabzahabh working capital fzcility by
Vapar Enargy Ventures Sdn Bhd will be uiilized in the
following mannei:-
@i to finance c:eq:-iiél s-pendituine for the finzncial year
2004-2008; and

H

(i) 0 préepay high inerss

rats loans.

(2) Share Buy-Backs for the Financial Year

Therz was no zhars buy bacl s:rcize carrizd out by
the Cornpany for ths financial ysar endsd 21 August
Z004.



Options, Warrants or Convertiblz Securities Exercised
The ztaiug on Opions, Warraniz or Converiills

Securitiez gxencised by the Company ars as follows:-

(@ The Company launchad the sescond Employses

Shars Options Schams (ESOS 1) in July 2002 and
az at Ociober 2004, iwa (2) offers have baan rmads

1o sligible amployess whercas:-

() under ihs Firsi Offer, options reprézenting
199,994 000 shares warz offsred at an e-sreize
price o RME&.39 (bsing the & day weighisd
average price from 1 Jduly 20032 to 7 July

2003, net of 10% discount) o 22,215 =ligible

employges. A lctal options rezprasenting
169,347,000 zharss wers ialen up by the

grantes: and the oplions sxercized until
Ciziober 2004 representad 62,311,900 sharss;
(i)  undzr the Second TR, oplions reprizenting
a total of 16,872,000 sharsz wars oferad at
an option price of BME.74 (being the 5 day
weighied average price from 17 February 2004
1w 24 February 2004, net of 10% discourd) io
2,907 eligitls emplayees. Opliong represantiing

ey

a tolal of 16,332,000 shares warz iaben up

and uniil Gclober 2004, opiions représeniing
2,664,400 zharzs ware s-ercised.

(L) The Company has not issusd any warrants for the
financial ysar endasd 21 August 2004,

() As ai May 2003, THE haz izsusd RMZ00.0 million
nominal value Converlible Redssmabls Incorns
Securitizz (CRIS) at an issue price of RM1.00 par
unit. The CRIZ are convertibls into ordinary sharss
ai & converzion priced of RM11.17, zubjeci to
certain adjuziments at any s commanacing rom
9 Jure 2004 and ending on 9 April 2009, Ths zaid
CRIZ will maiurs on = May 2009,

-

(6)

@

8

page
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American Depository Receipts (ADR)
In January 1994, THE lzunchsd its Level 1 (ADR) in Mew

York, United Zilates of America. Each ADR carrizs an
equivalznt of {our underlying THE zhares. Tha only

custodian bank for THE': ADR programmis iz Malayan
Barking Berhad. The Eanl: of Hew Yok in the US ie the
depozilory bank and the ADR3s ars traded over the
counter. Az it 20 Deilober 2004, @ total of 272,952 ADRs

wereg issued. Thersioreg, ithe iotal number of ordinary

shares hzld through ithesse ADR:z iz 1,091,508, This
represenis lezz than ive per cent of the ardinary shars

2004.

Sanctions/Penalties

There wers no zanciions and/or penalias im'p-:{: 4 on
the Company and iis s~ubsidié;'ies, Diregciors or
Management by the relavant regulatory bodics duririg
the Tinancial ysar enced 31 Augusi 2004,

Non Audit Fzes

The amount of non audii fe=3 paid o the zxternal
auditor: and their afilialed companies by the Group for
the financial ysar ended 21 BSugust 2004 iz az follows:-

External Auditor Amount

RM

Pricewalzrbioussisoopars 41E,058.50
KPMG 517,095.93

>)

Toial

935,132,143

[

Variation in Results

The Company did nod issue any profit forzcast for the
linancial year ended 31 sugusi 2004, As zuch, no
commentary is made on variation in resulis.

Profit Guarantee
The Company did not issus any prodit guarantes (or the
financial yzar ended 21 Asugust 2004
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Material Contracts

Szve as dizzlozsed balow, thers iz 1o other coniracis

[%
whizh may ke matzial (not being contracis enterad into
in the ordinary couwrse of businezz) that have besn
enterad ints by THB or its subzidiary in the financizl
year under revisw, spart from the power Purchase
Agraement betwazn Tsnzga Masional Berhiad and Jimah
Energy Venturss Sdn Bhd.

Brizfly, Jirmah Ensrgy Venturzs Sdn Bhd proposss to
design, construct, own, opsrate and maintain 2 coal-
fired eleciricity gensrating Facility with a nominal
capacity of 1,400 Megawatts proposed 1o be locatsd st
Mubirn Jdirmsh, Sepang, HNegsri Sembilan o gensra
celiver slectrical anzrgy and mabs gsnerating =2
availzble o TNB. '

This Agreement governs the olligationz of ths Parties 12
eell and purch the Daily Available Capacily and to

the exient dizpatchsd, the Hetl Elacirical Quiput

generated by the Facilitly for a lerm of 258 years in

i

accordance with the agresd termsz and conditions.

The Facility comprizes twao (2) gansrating unils with otal
capacity o 1,400MW. The First Unit iz zxpeclad o be
on commercial operations on 13t Janvary 2009 whils the
Second Unit iz expected to be on commercial operations
an 1 July 2009, The asistence of this Facilily will assist
in mesting the power Jdemand frem the year 2009
onwards.

(10)

(11)

Revaluation Policy

The revaluaiion policy of the Company in relation to its’
landsd properiics is st oui in Motz 13 of the Nois:

s

ihe Financial Slalements 33t out an page 195 of this
Annual Report.

Recurrent Related Parly Transactions of a Revenuz
Nature

At the Thiriesnih Annual General Msesling of the
Corpany hzld on 22 Decaember 2003, the sharsholders
of THE had approved and ratified all recurrent
tranzactions of a revsnue or trading naturs, which ars

necessary for the day-lo-day operations of ihe Group,
entzrad into by the Company and/or itz zubsidiaries with
certain claszes of related pariisz from 23 Dacembar

2003 until ths forth coming Annual Gsneral Mesting.
Such approval will s=pire at the concluzion of the
farthcoming Fourieenih Annuzal General Mesting
thuz compelling thes Board o propose 1o sesh
shareholdars’

wJsther with new mandais on récurrent tranzaclicns of

lhe

mandaics or the renewsal of the sameg,

a ravsnue or irading naturs wiilh the new related parties.
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FINANCIAL CALENDAR FROM 1 SEPTEMBER 2003 TO 31 AUGUST 2004

TNB illuminating life

nancialcalendar

RESULTS
Firzt Quarier ended 30 [ovember 2003 Announced on 27 January 20044
Second Quartsr zndsd 29 February 2004 Announced on 27 April 2004
Third Quartar ended 31 May 2004 Anncunczd an 27 July 2004
Fourth Quarier endsd 31 August 2004 Anncouncad on 27 Cciober 2004
DIVIDEND
Intzrirn Announced on 27 April 2004
Entitlernznt Dais 1& Jduns 2004
Paid On 7 July 2004
Final & ZSpacial Announcsd on 27 Oclober 2004
Entitlement Daie 28 Decembper 2004
Payablz On 24 January 2005
DISTRIEUTION OF AMFIUAL REPORT 1 Decembzr 2004
FOURTEEMNTH ARIHIUAL GEMERSL MEETIFIG 25 December 2004
CLOSURE OF SHARE REGISTER 29 Decernber 2004


























































REPORT OF THE

boardauditcommittee

The Board Audit Committes (BAC) of Tenaga Masional Berhad (THB) is pleased to present
its report for the year end=d 31 August 2004.

‘The BAS was sctablizhad by the Board oi Dirsciors on 9 Decembar 1390 1o assizl the Boad of
Directors in fulfilling itz responzibilitizs in rezpect of- '

ziructurs and
proceduras for financial reparting and monitaring the integrity and appropriatensss of the Group’s
financial staternents

- Qverseeing the Group’s financial reporting process, including internal coniral

—  The mannsr in which the Group's management ensurss and ranivorz the adsquacy of iniernal

control gystems to enhance sl managzmanl proce
exposure

- dezigned 0 manags significant risk

- Selection and cornpensation of Group Exlernal Auditor

= Independence wnd parformancs of Group Inigrnal Audii and Exisrnal Auditor

MEMBERSHIP
The BAC currently comprizes of iouwr (4) diujectc-rs as follows:
1. Dato’ Lau Yin Pin @ Lau Yen Beng - Chairman

Senior (Indzpendani Mor-Execulive Diracior)

2. Tan Sri Dato’ Hari Narayanan a/l Govindasamy
(Independant Mon-Ex=cuiive Dirsctar)

[

Datn' Zainal Abidin bin Putih (appaoinied w.z.i. 23.10.2003)
(Independent Mon-E-scutive Direcior)

4. Dato’ Che Khalib bin Mohamad Noh (a2ppointzd w.a.f. 15.7.2004) - Frezidani/SED
Non-lndspandent Exscutive Director

YB Ng Lip Yong @ Ng Lip Sat (resigned w.e.i. 31.2.2004)

(Indzpendent Non-Exzculive Director)

Datin Paduka Hajjah Seripah Noli binti Syed Hussin (r2zignesd woe.l. 51.2.2004)
(Independsnt Non-Execulive Dirsctor) )

The BAC iz govarnad by ils Terms of Refzrance 2z stipulated in pages 51 40 55, Dz’ Lau vin Pin
@ Lau e Beng and Dais’ Zainal Lbidin bin Putih, boih Independent Hon-Exscuiive Dirsciorz, are

alzo member: of ths Malaysian Instituie of Accouniants.
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MEETINGS

During ihs financial year undsr revisw, ihe commities met fourisen (14) timss. The atisndance of each
committse rmermber is as follows:-

Name of Director Attendance
Date’ Lau in Fin @ Lau ven Beng (Chairman) 14/14
Tan Sri Daty’ Hari Marayanzn 2/1 Govindazamy 12/14
Datx’ Zainal Alidin bin Pulih (appointed w.ee i, 23.10.2003) M1
Dato’ Che Vhalilh bin Mokamead Hoh (appoinied w.ef. 15.7.2004) 474
Datin Paduba Hajjah Seripzh foli binti Syed Hussin (rzzigned w.e.d. 31.3.2004) A/7

VE N Lip vang @ N Lip Sat (resigned w.ad. 31.3.2004) TI7

In additicn v Group Internal Audii, Sfficers of the company, and the Group Extzrnal Auditor wars alzo

invitzd 1o atiend BAC mastings io brisl or provide input during deliberations on ihe issues raizzd in
Audit reports. :

To znsurs thel prompt aitention is given by local management (o iak2 corrscive aciion, BAS
rmgetings wars alzo hald st regional offices o provids Commitize Members the opporiunity o maet
managsmsnt and undarstand local igsues and concarns. This i3 o desmonsirals o local managemsnt

the importance placed by the Board on izzuss and concern: raized by the audit.

SUMMARY OF ACTIVITIES OF BOARD AUDIT COMMITTEE

In zummary, the activitiss o the Board Audil Sornmities during the Tinancial year 2003/04 wers as

follows:-

Risk Management

- Review adequascy, effisciiveansss and intagrily of rizl: management, internal control and carporata
govarnance systsms.

Internal Audit
- Approve the audit plan, scops and budgst for ths Sroup Iniernal Audit.
- Assszg the parformance of Group Inkesrnal Audit,

External Audit

- Mabs racommendations o iheé Board of Dirsctors on lhe sppointment and rermunsration of the
Group External Auditor. -

- Approve the External Auclit plan and acope o ths financial year

- Asszasg the performance 7 Group E-lernal Auditor.

Audit Reports

~  Delibarate on Intzmal Andit and Extemal Audii reparts on ihs sffsciivensss of the Group's financial
and operational zystams, and monitor implsmentation of comective actions by managamaent.



Financial Reporting
- Deliberaie on Quartzrly Financial Announcemenie and Annual Financial Siatement
Malaysia and recommend for approval by the Board of Dirsctors.

)
c
m
=
“
[O]

Related Party Transactions
-  Encure disclosurs of all relaied party ranszciions thal ray ariss within THE and its subeidiary
companies.

GROUP INTERNAL AUDIT

THE haz an esiablizhad Group Internal Audii (GlA) depzrirnent that reporiz dirscily io and assisiz the
BAC in monitoring ths inegrity of the Group’z intzrnzl sontrols and mitigating risk s=poasursz. The bay
objectives of GIA, as approved by the BAC, are fo:-

e Azzizz ihe design and operating affactivensas of thz systems of internal coniral gavisrning b2y

busingsz processes throughout the Group

r

e Aszsess the sffsclivensaz of risk managemant pr

Y]

clices in the Group

or
[}

sctivanezz, afficiency and asoncry of Group’s

e Agsist thz Board in mesling its carporats governance and regulatory rasponzibiliti=s

To fulfill theze objeciives, GIA has formulated a two-year rolling Internal Aoudit Plan ihat focuszz on
areaz thal have significant and malerial irmpact on the Group.

During the Finzncial vear undsr raview, GlA conduciesd 63 audiis insluding 4 non-cors subsidiary
audiizs that were cutsourcsd o professional audit firmiz, covering the following:-

page 49
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Functions Areas of Focus
Core Buzinzgzs Funciions o Operaticnal efficisncy and plant rsliakility
(covering Gensration, e System reliability
Transmizzion and Diztribution e Metaring, billing and revsnus collzction
of electricity throughcul o Iraplamsntation of major projects
Peninsular Malaysia) ¢ Human Rasourss Managsment
' s Materials Management
¢ Financial Managemerit
e Zafety and environmental management




Functions Arcas of Focus

Corporats Funclions o Corporale Planning, Devalopmend and Jarvices
o  Compensation and Benelits
®  Procursment and award of contracis
*  Proparty Maintenance Managsnisnt
o T System (Cuslomer Informaiion and Billing System)

Mon-Corzs Subeidiaries ® Financial, managsment and oparations
The rezulting reports frorn the auditz underiaben e forwarded 1o management for their commenis
and proposed ramedial actions baivrs tabling 1o the EAC.

To ensure that GIA Daeps abraast with intzrnzl audit best praciices, amphazis iz placed on formal
staff devaloprnent and cn-the-job aining including co-sourcing amangemaenis wiith a finm of qualifiec
accountants.

In addition, with Enterprise-Wide Rislk Managsrment Syslsm in place sor the Group, GlA iz abls to
afficiently allocals rszources towards enhancing sffeciivenszss of risk managereni, governancs and

internal control systems.

<

e —

Dato’ Lau Yin Pin @ Lau Yen Beng
Chairman -

Board Audit Cornmitiee

Tenzga Nasional Berhad

(Senior Indepandant Non-Exsouiive Direcior)
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4. COMMITTEE MEMBERS

4

N

Each Corarnides Mamber is sxpeciad o

411 provide independent opinions o the Tact-
finding, analysis and Jdscizion making
procaess of the Commilise, I:us‘:d on thair
evperiencs and bnowledge;

442 conzider viewpoinis of ths oiher committes
members; and make decisions and
recomimandations for ithe best interzzl of
the Group;

41.2 Fkeep abreazt of ithe lateztl corporats
governdnce guidslines in relation to the
Committes and the Board 23 5 whals; znd

4 continuously zesk ot best praciices in

termas of ithe processs: uiilized by ths
Committzs, iollowing which these should be
cdiscussed with the rest o the «.,ommluee
for possible adoption.

5. OBJECTIVES OF THE COMMITTEE

Ths cljeclives of the Committes are:

PRy|
da

m

e

>
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to enzure fransparency, intsgrity and accouniability
in the Group's aclivities 30 23 0 zaieguard the
rigl |t' and interestz of the sharzholders;

O provide assiziance 1o the Board in iuliilling iz
fiduciary resp

=N e

ansibilitiza relating o corporats
aceaunting and reporting practices;

io imprave the Group’s buzines: ziiciency, the
quality of the zccounting and audil funciion and

" atrengthening public confidencs in ths Sroup’s

reported financial resulis;

o maintain, throogh regularly scheduled mestings,
a dirent ling of sommunication belwean the Board
and the External and Intsrmal Audiiors;

to znzwre the indzpesndencs of the external and
internial audit functions: and

5.6 to orzats a climaie of dizcipline and coniral which
will reduce the opporiunity for fraud.

AUTHORITY OF THE COMMITTEE
The Committss is ulh-'-nar—d by ithe Board to:

6.1 invsstigalz any aclivi’w wiihin itz Terms o Referznce;
or az dirscied by the Board of Dirsclors;

o
i

detarming znd obtain the rszources required to
perform its duties, including approving the budget
ior the external and inlsrnal audit functions;

G20 have ull and unresiricisd accezs (o all employsss,
the Group’s propertics and worls, to all bocks,
- - € -

zccounts, records and other indormeaiion of tha
Group in whalever form;

6.4 have diract comrnunication channsls with e tarnal
auditors and parson(s) carrying out the iniernal
audit Tunciion or aclivily for the Group;

6.5 direct the Intarnal Audit Funciion in the Group;

5.6 approve the appointmant of the Head of Internal
Audit;
6.7 g23s independent sdvisers and o securs ihe

&n
attendance of ouisiders with relsvant - perience

&
nd s=pertize il it considlarz this nscazsary; and

]

€.8 to revisw the adsquacy o the zbruciure and Terms
of Reference of lhe Board Commitiess, including
tha BAC. :

FUNCTIONS OF THE COMMITTEE
The function: and r:==pc-n<il3iliiies are az follows:
7.1 Corporate Finanaial Reporiing

711 Ta revisw and recommend scceptance or
atherwize of accounting policizs, principles
and practices. T m
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7.1.2  To review ihe quartsrly resuliz and annual
financial staisrmeniz of the Company and
Group beiore subrinission to the Board. The
review should focus primarily on:

i any changes in existing or
implementation of new accounting
policies;

ii. rnajor judgementi areas, signiiicant aind
unusual events;

li. significani adjusimenis resulting from
audit;

iv. the going concern assumptions;

v. compliance with accounting standards;
and

vi. compliancz with BEurza Malaysia Liziing
Fequiremeniz and oihsr lsgal and
slatuioty requiremsnis.

7.1.3  To review wiih managerment and ths exisrnal

I
auditois the resuliz of the audit, including
any difiiculiiss encounisrsd.

Enizrprize-Wide Risl: Managemeni

7.2.1 To review ihe adequacy of and to provide
independent assurance 1o ihe Board oi ihe
effeciivengss oi risk managsment iunciions
in the THE Group.

7.2.2 To ensure thai the principles and requirsiments
of managing risl. ars consistenily adopiad
throughout the TNE Group.

~t
P
o

To deliberate on the key rizl: issuszs
highlighted by Group Risk Marnagsmeni

Commitiee in their reporiz io BAC.

Internal Control

7.3.1 To assszz_the_qualily and sifisciiveness of

- the sysisms of intsrnal conirol and ths

efiiciency of the Group's oparations.

7.4

-~
C

i

&)
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To review the indings on irternal control in
the Group by intarnal and s=tarnal auditora.
To review and approve the Statemsnt on
Internal Conwol ior the Annual Report as
required under Eursa Malaysia Listing
Requirements.

Internal Audit

7.4

~i
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To approve ihe Corporaie Audii Charters of
iniernal audit funciions in ihe Group.

To enzure ihat the internal audii funciions
have appropriats standing in the Group and
have the 17‘3'/'335&!')/ anthorily and resources -
to canry out their work, This includsas a review

of the crganisational structurs, rezourcas,

ucgsiz and qualifications of ths internal
audit personnal.

To review inisrnal audit rsports and
managsm:snt’s rezponzs and actions talen
in respect of thess. Where actionz are not
talien within an adsquats time frams by
managsment, the BAC will report the maiter
to the Board. o

To review ithe adequacy of inisrnal audit
plans and the scops of audits, and ansure
that the internal audit funciions are carried
out without any hindrance.

To appraize ithe performance of Head of
Internal Audit.

To e informed of rszignations and transfers
of senior internal audit stafl and provide
resi?gl"uing/transf-arrécl stafi an -3'|3|:-ort|_n'uity to
express their views.

To direci_any special invsstigaticn o be
carrizd oui by Internal Audit.
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7.5

A

al Audit

To nominats ithe Exizrnal Sudilorz togsiher
with zuch other funclions as may be agrs:zd
to by the Board and recommend for
approval of the Board the e-termal audit fise,
and congidar any quastions of 1
termination.

resignation or

To revisw external audil reporis and
managsment’s response and actions talen
in regpect of these. Whaere action: are not
talien within an adequats timeframe by
management, the BAC will report the makis
1o the Board.

SO

T review sxiernal audii plan: and scops of
work.

The EAC zhall masi ihe szigrnal audilors at
least twicz a ysar to dizcuss prablems and
reservations arizing oul of s-ternal audits
and any matters the auditors may wish to
diacuszz, in ihe absznce of n’.ar-ag'—n'-erri,
Execulivs Diraciars

Dirsctors whars nec SE3aly.

Corparale Soverninss

7.6.

7.6

1

)

)

To review the sffzcliveness of

ihg sysiem
for moritoring cormpliancs with laws and
regulations and the resulls of managemsnt's
investigation and follow up (including
dizciplinary action) of any insiances
compliance.

of non-

To revisw ihe findings of any s aminations
by regulaiory authorilies.

T2 raview any related parly tranzaction and
conflict of intarest siua
within the
precedurs

uan that may aris
Group including any transaction,
QFSourzs of cond iULt that raizss
guestions of integrity.

To ravisew and approvs ihe Sialemsni of
Corparate Governance for the Annual
Feport sz required undesr Burzs Malaysia
Listing Reguirements.

To raview the invesior relaiions programime
and sharzholder communicalions policy for
the comipany.

VEE  Tooziaming instances and madars that may
have compromised the principlaz of

Sorporate go WEMANCS and raport back o

the Board.

T.8.7  Todevalop and regularly review THEs Code
of Carporale Governanse and Business
Ethics

7.6.2 Whare the BAC iz of the visw thal 2 matter

reported by it to the Board has not been
satisfactorily resadvad, resulting in a breach
ol Burzs Malayzin Listing Reguirements, the
BAC riwust promipily repoat such matiers ©
Bursa Malaysia.

COMMITTEE MEETINGS

e

(%]
]

I

Tha Committee shall convens mestings
when requirsd, and at lez:t siv (6) limez
financial ysar of THE.

as and
during the

The number of Cormmiiise mestings held a year
and the details of attendance of &ach individual
member in reapest of mestings hseld should be
dizclozzcd in the ann Llnl repeort.

The Chairman oi the Commitles, or
on ths requisitirvn of any member, ithe Hzad of
Intzrnal Audit or the Exizrnal Auditorz, zhall at any
time surmmon 3 masiing of the Sommilizs by
giving rzasconable notice. 1L zhall nol be neceszary
to give notice of a Commmilize mesting o any
member for the time keing abzeni irom Malaysia.

Mo buzinesz shzll be trensacted at any mesting of
ths o mnnultbc— unlesz a quorum iz prezent. The
quorr for each ms sting shall be thres () racrmbers.
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The Chairman of the Commiitse zhall chair the
Commiiiee meelings and in his absence, the
members present shall

thernsclves io be the Chairman of the meei‘mg.

eleci one amongsi

In appropriate circurnsiancss, the Cormmiites may
deal with maiiers by way oi circular reporis and
resolution in lieu of convening a formmal mesiing.

™

Ofiicers oi ithe Group or oihers as necezsary may
be invitad io aitend meeiings where the Commitise

considers their pressncs necessary.

All recommaendations of the Cormmittee shall be

subnitied w0 the Board for approval.

A Conmities member snall e-cusz hirmssli/hs
from  ihe mseting durlng discussions  or
délibzrations of any rmaiist which gives rise to an
aciual or parceived coniflict of interssi situation for
ithe member. Where insuificisnt
Direciors o male up a quorum, the Committee has
ctar(s), which

this causss

ihe right to appoint anothsr Dire
meeis the membership criteria.

Ths Commiiise, through its Chairman, shall raport
o the Board afier sach masting.

o

Subject o the provisions oi this Terms of Reference
and Memorandurin and Articles of Association of
THE, the Commiitiee shall establish its own

proceduras for mestings.

SECRETARY OF THE COMMITTEE

9.1

9.2 The Zecraia

The Secreiary oi the Committse shall be the
Company Secretary.

ry shall “draw ur; an agsnda for zach
meating, in consuliation with the Chairman of tha
Comrnitiee. The Agenda shall be sent to all membars
of the Commitise and ths Head of Internal Audit at
least ihree (8) worlking days bsfore cach meeting
togsther with the relevant papers.

11.

©
[

9.4
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The Secorstary shall prormptly prepars the written
minutas of ths

resting and distribuis it 10 each
member. The minuiez oi the Commilise mssting
shall be confirmad and signed by tha Chairman of
the maeling at ihe nexi succesding rmesting.

The minuiez of sach mesling shall be antarsd into
spt at the ragiziered office of
the Company

the minuizz bool:
the Company under the cusiody of
Szcrsiary. The minuies shall be available for
inspeciion by the membars of the Board, s-ternal
auditors, and othar persons
e Company Sscratary.

auditors, intsrnal
deemsd approprials by th

10. DISCLOSURE

10.1 The Commiiize shzall aszsisi the

2 Th

Eoard in malfing

dizclosures concerning the aciivitice of the
in ihe Report of the Board Audii

sd in ths Annual Report.

Commiiles,
Commiites, o be izz

EBoard requires all Direciors io submit
nilici between

[}

]

Dizclozure oi Interesi o avoid any <o
iheir personal interesie and ithz inisresiz of itha
Company. In the event of a conflict,
parceived or aciual, thiz Disclozurs of Inisrasi shall
be submitied io ihe Chairman of the Commiiiiee
with a copy io the Company Sscretary.

gither

REVISION OF THE TERMS OF REFERENCE

11.1 Any revision or amendment to the Terms of

2 Upon the Ecoard’s
-amendient shall form

Feference, as Propos &d by ithe Committee or any
third party, shall be presenied to the Board for its
approval. ’

Fieierence and this Tarms
considarsd duly ravised or amended.



STATEMENT OF

internalcontrol

In cormpliances with Paragraph 15.24 and 15.27() of the Listing Requirsrnegnts of Bursa
Malayziz and Statemeni on Inierinal Conwel: Guidancs or Dirgciors of Fublic Lizied -Eompanies'
(Internal Contral Guidance), the Board iz pleased to provids the following dizclozurez on the
state of inisrnal contral in Tenage [lasional Earbiad a3 2 Group.

BOARD RESPONSIBILITY
The Board of Dirzclons (Eoard) is razponsible for the Group’s sysiera of internal coniralz and
for regularly revieswing itz effectiva

3. The principal cbjective of the syster of internal control
ie 1o effectively rmanage buziness riskz lo snhance the value of sharzholder's invezimenis and
safeguard all assets.

In visw of the liritationz thal are inharent in any sysiern of intzrnal conbrol, this sysiem is
dezigned b mitigale, rather then sliminaie, the rizk of failure in achisving corporals objsciives.
Accordingly, it can only pravide rsasonable bul not absolute asswrance againzt material

raizzlaternent of managernent and financial information o against fnancal losses and fraud.

ENTERPRISE WIDE RISK MANAGEMENT FRAMEWORK

The Board acknowlzdges that ths ideniificaiion and ihes managemeni of principal rizsks play an
impartant and intsgral part in achisving the Group’s business clyjeclives zind the managerment
of its daily operations.

Entzrprise Wides Rigk Mzanagemant (EWRM) Depariment was establizhed to coordinaie the
eflorts to Build a structured rizk manageineni ramewaort: for THE divizions and subzidiaries.
The ztruztured rizk managernani framewaort: snables the divizions and zubsidiariss 10 ideniify,
analyses and mitigates the buzinsss rizks within the THE Group, both al divisional and
subsidiary levels.

The THR EWRM Falicy snd Guidslinegs wers approved by the THE Board and launched in
March 2004, It definss the abjeclivez, applicability, rles, responzibiliiez and accouniabilities
for managing riskz in THR. Each operating divizion or subsidizry iz responzible for the
managarient and hall-yvearly réporting of rizhe and conirals io the EWRM Departmeni.

page
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The riel: rzports ars reviewed by ihe 1|uup Risl:

Managemeni Caommitiss (GRMC) beicre being
prezenied to ihe Board Audit Committes (BAC) and
the Board for deliberations and endorsement. This

process ensures thai the risks are adsquately
roitigaied and indspandently ravizwed. The GRMC sat
twice in the year under review.

A detailed implsmeniation of ithe EWRM iramzwaort:
has besn carried out ithroughout THE irom June 2003,
whereby a standardised group-wide risl: assssament
process was used. For the year undsr review, rore
ihan thirty (30) w-*-rl:sl‘.or»s wans organised and risk
regisierz and rizl: profilzs o sach THE divizion and
subsidiary wsrs daveloped. Subsequently, risl
mitigaiion plans wars produced to addrsza bey rizls

which includs siralegic rislz at the Group leval.

Wiili the EWRM frarnawork in placs, the Board iz able
managasment activitiss are
d throughout the Group and ihat

adequatzly addrezssd and

to ensure that rish
conunuoubly practise

s principal risls are
mitigated.

CONTROL STRUCTURE

The Board is fully commiiizd o znzuring ihai a propar
conirol environrment is maintained within ithe Group.
The key slemanis of the Group coniral struciurs are
lisied below.

Board and Managems=nt Committees

sponsibilities have baan d'Icgated to
ablished wiih formalissd and specific
izt ths Bui:l.ld in the & ecution

Specific Board re
commiilees esta
terms of raiarencs, to ass

of iis responsibilities.

The following ars the commitises establishad:

Board Committees:

e Audit Committee

e Tender Committee

¢ Disciplinary Commitiee

¢ Finance and Invesiment Commiiiee

e Nomination and Remuneraiion Commiitee

Management Committees:

e  Group E-ecuiive Commities
e Group Managemsent Commiitea
¢  Energy Supply Committee

¢ Tendsr Cormmitice

aminz all
arence and

These commiiiess havs the auihority
rmatiers within their scops andl terms of raf
rsport bacl: io the Board on
recommendations. {or review or approval by the Board,
where appropriata.

Organisational Structure

The Board has put in place a well-dsfined
organisational siruciure thai is dirscily aligned to the
siraisgic and operaiional demand of the business.
Each opsrational unit is headed by rsliable and
regpansibls personnsl who are fully accouniable to
cinsure that tha businsss activities are implemantad
with full compliance with the Group’s objsctives,
policies and procedurss.

a periodic basis with thair

TNB illuminating life
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Management Systems
Twa major managsment syasternz wers compdeled and implamentzd (or the year under review:

¢ Enterprise Resource Management System (ERMS)
The objectives of ERMS are:
e {o integrate all the Group's business and adminiziration applications and,
et provide a standard applicaiion acrazs the Group with ithe objsclives of improving,
ameong othizrs, project planning and delivery, capiial budgsiing, matzrials, financial and
aszet managernent, and rmaintenance planning.

¢ Performance Management System (PMS)
The objzctives of PMS are:-
e {3 cascade down the Grour’s oljeclives including iis bey parfcrmarncs indicaiors and
stratzgic plans to all ite busingzs units and zmploysss;

e to raward annually to employsss based on their individual achievement caplurad in the

PMS; and,
e to ensurs that employsss’ compatency are enhanced through training and coniinusd
education.

e Enterprise Resource Management System (ERMS)

The Grouz has successiully implernzsnied the firzi phaze of Enterprize Human Resource
Mznzagement Sysizm (E-HRMS) in July 2004, The rmadules implamsnied under the
firzst phass amongd ather: will control the payroll, leans, rstirement benefits and tima
managerment. '

Group Policies and Procedures

Internal policies and procedurss are seb oui in a series of clsarly-documeniad ztandard
practice mznualz and circulars cavering ths financial and oparational areas within thz Group
whizrz Jdslagated authorily limils ars cleanly dsfined and opersiional frarewort: provided for the
managsrment to dsal with signiiicant risks.

The Group has alrsady put in place various policies and procsdurss, among othars:

¢ Financial Palicizs and Pracadures
e Zafsty and Hezalth Policy

e Environrental Policy

e Investment Policy

e Procursment Policy

e Disciplinary Policy



For the year under review, the Group has launchad the
revised Group Procurement I‘\_-Ih,y and Procedures o
provide broad guidelings for the procursment of

equiprinent, maiarialz, worla and zarvices through a
consisient procurameni sysiem across all divisions
and who oup. This i3
aimed ai ensuring effeciiveness and &hiiciency in the
embeddesd in the

lly-owned subsidiaries of the Gro

sysiem oi intsrnal conirol

procurermneni process.

In addition, the Board placed a very high emphasis on
integrity and ransparency in its business dealings and
activiiiss. A3 zuch, the Group Disciplinary Policizs and
Proceduirss :-r-:'mot-ss- good businssz sithics which will
then ensure ihat ihe buzinssz is manzgad lo ihs
higheat pr«:»fessional standards.

Non-Technical Losses of Electricity

The Group has 3si up a special isam callzd ihe
Special Engagemeni Against Losses (SEAL) Team for
ihe purpose of reducing nen-ischnical lo3sss. The

SEAL Team's a
billing procss
reducing theft o

clivities includs improving msisring and
ses, ensuring metering iz accurais, and
leciricity. In the year undsr ravisw,

ully reduced disiribution losses by
aboui one per ceni mainly ihrough the sfforts of the

SEAL Teari.

&
ihe Group successi

MONITORING AND REVIEW

Financial and Operational Review

The Board Finance and Inveztrnant Commitiee and
ithe Board Audii Commitice togethsr wilth the
respective business uniis revizw the quartarly financial
slatements and performancs of the Group in dsizil
00 lmy ars izbled io the Board for their raview,

" consideration, and arnruoval

Monihly pariormancs resport by core
businsze divisions arz comparsd agzinst the approved
periormance budget. deiailed monthly
managsmeani rsporis coniaining bey financial issults
and operational performance indicators are preparsd
and compared with ihe approved operating plan. The
Group Exscuiive Commitiss (GEC) monitors ihe
periormance of all busines: units on a regular basis
and a consolidatad reporiing oi the Group’s
periormancs is carried oui by ths GEC and submitisd
to the Board on a pericdic basis for dsliberation.

is produ

In adcdiiion,

Thes Board, through the Board Audit Comintilizs,
regularly revisws reportz from intarnal audit reports on
intsrnal conirol, o hslp

adequacy and intsgrity of intzrmal coniral systzm of
the Group.

- Fo-

ansure &fiectivensss,

Business Planning & Budgeting Review

The Group undarialss 3 detlailsed business planning
and budgeting procszs cach yaar, to sstablish plans
and targets against which paricormance monitored
on oan ongoing identified
during the busgines: planning procsss are reviewead
periodically during the year.

]

bhasgis.

I“ey busingzz r

The Business Plan
docurnentsd in the
Manual. The process

ning & Budgeting Froceess.
Group’s 2usiness Planning Proces
comprisas five (5) stages:

. Siralegy review and updaie

. Flan development

. Plan challengs and finalisation
° Budget

. Budgst plan approval process.

plan developrnent

page] 59
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Ths Board and the zenicr managemant play a significant rals in the slages of ziraiegy review
and update, which includz, armong others réviswing the plan beiore itz finalisaiion, and ihe
budget approval process to ensurs thal the plan devaloped rellscis the corporais inlani of the

Group and that rasourcs sllocation is stratzgically aligned.

Further, ths buziness plan and ithe budgst undsrgo a mid-tenn revisw o ansurs that they

corrgzpond 1o the busine:z needs dus 1o any changss in the buziness znvircnment.

ASSURANCE
The Group Internal Audit conducis revisws of (hs syziam of conirols and ihe eiectivensss of
the processes thal sz in place and veportz the results o these revisws 1o the Eoard Audit
Cornmitizs. The llowing are the functions of the two entities:
The Board Audit Commillze (BAC)

Mzjority of the rasimbers of BAC are Independent Hon-Execuiive Direciors all of whomn hava
Cdiverze qualilications and sxperiencs. The Board Audit Committes has bl and unimpadad
acece2a 1o boih the Internal and Extzrnal Auditors.

The Board Audit Commitiez plays sn aclive overgight rols in mainiaining ths zystam of internal
controls at hoth subsidiary and divisional levels. The BEoszn
Intarnal Audit Function perfamm their dulie:

I Audit Committze and the Group
i intsgrity and
he applicakla

b uphold @ constant level oi

competency in opsrational, financial, and busingss functions and 1o asaurs thai

P

laws, reguiations, rules, directives and guidslings ars complied wilh.
d

The BAC reqularly reviews thz internal audit reports on internal controlz, to snzure
effzctivansss, adequacy and integrity of the intsrnal contral zystem of the Group. Wilh the
implsmentation of the EWRM, the EAT was givan the mandaie 1o aversee the rizhs
managsment review function in their Terms of Rsference. Thiz ig 13 ensure tha adequacy and
sffzctivenzss of the rizl managsment sysiem in the Sroup, and thal appropriate policy,
arganigation and reporting struciurg ars in place 1o suppori the management of ricls. Details
of the BAC report are on pages 46 (o 50.



Group Internal Audit (GIA)

The GIA’s primary rezponsibility iz o provids
independsni assurancs 1o BAC on adequacy and
efiecivensss of iniernal conirol sysiems in place o
rmanage risl:s across the Group. In providing ihiz
ssurance, tha GIA has formulatsd a rolling iwo-yaar
audii plan ithat focusez on ley audiiabls arsas o bs
covered wiihin a iwo-year cycls. Ta ensure thai ihe
planned coverage is met, ssveral internal audit
engagemsanis have been ocuisourced io firms of
accountanis. In addition w ihs
operaiional, compliance and invsstigative revisws
conducied, the GIA asziziad in the co-ordination of
the Management and Enginsering Audit by an
independent party as required under the licence
requirsments oncs evary four years.

proisssional

CONCLUSION

The Board is of ihs view that the system o

i internal
conirols being insiiivied ihroughout the Group is
sound and sfiective. [oiwiihslanding thiz, reviews of
all control procedurss will be continuouzly carried out

o ensure the ongoing siisciivenass and adsquacy of

the syzitsmz of internal conlrol, o as o safsguard
sharecholders’ invesiment and the Group’s assets.

Signed on behalf of the Board of Directors in
accordance with their resolution datzd 4 November
2004, -

e —

Dato’ Lau Yin Pin @ Lau Yen Beng
Chairman

The Board Audit Commitiee

Tenaga Nasional Berhad

(Senior Indspendsnt Non-Execulive Direcior)
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Nasional Berhad in 1920. Today, 15 yzars afisr it was
incorporaied, THE remains as Malaysia’s lzading
power supplier with asseis worth mors than RME0
billion dadicaied o providing quality zervice o more
ithan six million cusiomers nationwide.

ai a lims
leading corporaizs
power generaiion and disiribuiion
couniry is 2irong and intact. Under ihs
leadsrship of my predecezsor YE Dato’ Dr. Awang
Adzl: kin Hussin and Frezident/CED Dato’ Pian bin
Sulao, they ware abls (o give renswed emphasis and
focus on aiforiz o twrn THE into a more agils and
ormpstitive company by |urthr—' znhancing the
Cormpany’s &f consolidating ite financial
sirenih and wmproving on its worl: culiurs in order ©
reinvent itseli and betier serve thes cusiomars. This
strive iowards aficisncy remaing a major challengs
facing ihe current managsment of THE in line with ths
Governmani’s call for GLCs to iake ihe lsad in
stimulaiing privais invesument and in enhancing the

As part of the new managerment, | came in
when TMNE's ioundaiion as ihs
organisation in itha
busingss in the

(]

ficienscy,

role of ihe privaie sector in ihe sconomy.

Increasing Efficiency

In ihe course o the year, our immediale priority has

been on rmanaging operating coais and increasing
operaiional efiicizncy. Thase would iranslais o bsailer
cusitorner service as well as ihs gensraition of posilive

free, cash flow.

We havs achiaved some success in managing cosis in
the last iew ysars. Operaiing cosls per unit sold have
reducsd further despils an increass in IPP cost, which
accounis for approximaiely 42 per cent of the
Company’s operating costs. - -

Even though IPP cosis have been increasing in
abzoluis amouni ovar ith:s ysars, in Financial Year
2004 cost par unit purchassd from IPPs has reduced
from 14.9 sen/Wh in 2002 o 14.7 sen/b:Wh. The lower
IPP cost per unit was a reault of the commissioning of
IPP plants under Second Generation PFAs, which
have lowsr . Maanwhils, under the Third
Generation PPAs, .Iemand rigl. zharing haz been
miraduced to allow for sharing -u cleciricity dernand
risl. In previous Pl"’%,., thiz wasz u.ually borns by THEB
alone.

iarit raies

Efiicizncy coniinusd o improve as svidencsd by the

6.2 per sant incrsaze in up raung pvn*es qg'unm a
19.8 =en/EWh declinad from ”O 2 "n/l WI| of the
previcus Financial Wear. In pushing or sificizncy, THE
haz alzo bsen addrezzing the izzue of lozz of elecirical
znargy, boih in the transmizsion and distributio

eysierns which amounisd o about 121 per cent of
gsneraisd snargy. There ars alzo non-tschnical losses
a3 a razull of theii of eleciricity, billing ar

]

or faulty
onstiwuted
and ihe loss o

melering sysiems, among oihers which
aboui hall the disiribuiion losses
revenue -of as much as RM800 million a year.

TME hzs been focusing on the reduction of these non-
technical losses and actions have been iaken which
include ths formation of a spacial task force 1o handle
this isaue, apari
controls and conducting chacks on metering systems
and on cuslomers suapscied of ihail of elecliicity.
Nver the pasi year, distribution loszes
reducad by about ons par cani, resulting in zubstantive
savings for the Company.

rom sirengihening processss and

have bezn
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Electricity Supply Industry

Malaysia’s approach io ihe developrnent of ithe power
secior has been a pragmaiic and prudent one which
gives priority 1o meeting demand and ensuring
security oi supply ihrough the adeoption of the
rnanaged clectricity rmarket approach.

The current siruciure has served us well. |t provides
for sysiem sscurity. At ths same lime, it has also
allowed for private secior pariicipaiion and invesiment.
Wiihin this struciurs, Malaysia has also been able to
achieve the tangible bensliis liks stable, compelilive
and affordabls slaciricity prices and mainiain a secure,
reliable and quality supply that is somparabls o thai
of many devslopsd countries in the world.

Cur averall average selling price is among the lowsst
in ithe ASEAN region for our domssiic and industrial
tariiis, and i3 sscond lowsst
Cur Syziem Averags Inierrupiion Duration Inds:
(SAIDI) i3 also ai par wiih developed couniriss such as
ihe Uniied States and Australia.

or commercial cusiomers.

These indicators are prooi of ithe success ihai the
couniry has achisvad as a result of 3isps iaken hoth
at the policy and operaiing levels. For example, the
policy o introducs sxisnsive use of naiural gas in the
power secior in the 1990s has mads it possible
io rainiain eleciricily tariii at the present levels. Ws

=~

or u

[

have also adopied a fuel diversification policy to
reduce tcial dependance an any aingls source of fuel.

THE, on itz part, has embarksd on coal as |:~ai'i of
ensuring our sustainabls snargy in the future. We have
also coniinued Lo invesi in transmission and distribuiion
networks. '

As ihe national utility provider, THE will continue io
play its role.

As we know, power demand is lieeping abreast with
econoriic damand. In our push for eificiency TNE has
ensured 2 healihy reserve of sleciricity supply margins.
We are also coniinuously upgrading ihe qualily of
supply. At the same iime, there is no immediate need
ior addiiional capacily building dus 1o our sirong reserve
in generation capacity compared wiih ihe 1990s.

Meanwhils, in support of the Governmeni’s sfioris io
promote the developrnent of Renewable Energy (RE),
TNE continues io be one o the first movers in the
fisld of Ranswabls Energy. The uss of RE such as co-
generation, solar and biomass for power gsnaration is
baing srncouwragsd o achisve a divarsifizd fual mix.

Our rezsarchers and scienlisiz are alsa> continuing io
woil: on RE in order 10 meat the Goverrnment’s target
of five per cent use of RE for gensraiing sleclricity by

year 2005, This includes warking in closs cooparation

with othsr privates ssctor corporations on ressarch
projects for biomass, biogas, municipal wasts, solar
and mini hydro.

Apart irom RE, we have also sispped up sfioris io
devslop expertiss on othsr energy resources and
technology relaied o iniegraied energy supply, co-
generation and energy efficiency. Through our
subsidiary TNE Ensergy Searvices, TNE also offers
various energy efiiciency sstvicss o help customers
translate ensrgy sfiicisncy inio ensrgy cost savings.

To dats, THE has signed five renawabls-energy power

purchass agreermnents (REPPAs) with Sraall Renswable
Energy Programime davslopers in Peninsular Malaysia,
with a tolal export capacity of 26.2° MW.

Meanwhils, during the year, the Jana Landfill Sraall
Renewable Encrgy Pragrarme (SREP) Projsct which

uses landiill gas ai ihe Puchong Landfill siie in Selangor

and developad by a subsidiary of TNE, commsnce
cormmercial cQ'perations, beginning April 2004.

page; 7
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LettertoShareholders

Economic Environment

Ovsar ihe lasi couple of decadas, Malaysia hasz
tranzformed iremendously and mads significant
progress in terms of development and economic
arowih. The nztion’s readines: and alility 1o adzpl o
challzngssz haz beesn fundarmental to the succsss in
country, as it iz i3 the
clzctricity zupply zector. We balisve the challsngas
facing the zactor in the fulure will be mors demanding
for Malaygia. The sconormy haz reiurned to growih
aflar the sconomic downiurn of 1932,
energy dzrmand has also risen.

the cverall development of ths

Conzequently,

The emergence of China z& an economic power will
also mean increazed demand by China for snergy
rzzerves, putting pressure on global supply and
pricing. Indzsd we are alrsady sssing that in the rising
tiend in the prices of coal

e =

For ths full Financial “ear 2004, clsciricity conzumption
haz rizen to 69,2751 GWh, an incrzase of 7.6 par
cent az comparad to the ding [pericd
last Financial Year for Paninsular Malaysia. 1t iz well to

s CoNrs

remember thai hiztorically slschricity has always grown
higher than GDP arowth.

Elecirizity damand growth for Paninzular Malayszia in

the next few yaars iz expected o grow in tzndem with

the counbiy’s buoyant sconormic growth projection.

Currznt projection Gl 2010 indicatss that system peal:
L

damand i3 expected 1o incrzase &l seven to eight per

our control that could impact operating costs and

rase a challenges 1o our performance.

Financial Performance

Revenue

For the year znded 21 August 2004, ihs Group's Lotal
revenus increazed o RMI7T,712.1 million agzainst
FM1E,457.8 million recarded in 2003, raileciing an
increaze of 7.8 par cent as a razult of stronger

demand ior eleciricity.

Revenus rom salss of electricity coniribuizd o 97.2
st Cend of the aroup’s oial rsvenue, an increass of
7.8 per cent o 17,2194 million from BMI15,973.2
million registarad in 20030 Tolal unils sold amounted
o 72,9214 GWh in 2004 compared 1o 68,2542 GWh
in 2003, refllecting an increase of 6.8 per cent.
Included in ithe Sroup’s toial salss o t

revenue irom export salss o Elsciricily Gznera
1

Cen increase from zalss recorded in 2003, This
subziantial incraase was aliributabls o the power
shartage sitvation in Southern Thailand.

In 2004, the Group recorded a iorsign zxchange
iranglation o33 with the strengthening of the den
against the Malaysian Ringgit. The weal:zning of
Malaysian Ringgit againzl other currsncies over the

12-month period under review furthdl contribuied to
the ioreign s=change tranzlation lozz of RM3E1.9

million comparad o RMZE.6 million in the previous
year.

Operaling Profits
1id a3 a2 result

With ihe higher volune of unit salzz a ]
ol managarnent’s efforts 1o reduce oosiz and increaze

5

afficiency, opsrating profits increased by 16.2 per
cent. '






LettertoShareholders

Customer Focus

In upholding our responsibility and accountability
toward cur shargholders and custorners, THE is fully
commitied o betisy utilization of il azzsiz. Theze
siortz howevary, will not be av the =2psnze of qualily,
reliakility and zecurity of zupply. To uz in THE,
Customer i3 Kking.

THE has invesisd in various iniliatives and cutting-

edge technaology o conlinuously improve the
Company's performancs to benefit our customers.

These includs reliability condition rmonitoring,
installalion of Supsrvisary Gontral and Data Acquisition
eysterm (SCADAL), Energy Managsimeni Sysism,
Enizrorize Fezource Managzmizni Syzlem (ERMSI),
Enhianced Cuziomer Iniormaiion Billing Syslsm
(ECIBZ), Farmoie Msisring and Cuatomar Sarvices.

Qver the last 13 yearz, THER has invasied mors ihan
FMS0 Gillion 1o irmprove iz servics level. I plans o

furihar improve ilz service via syslem reinforcerment,

rehiabilitation projeciz and improving monitoring and

failurs analysiz of our systsm.

The Company will bs spending az much as M1
Lillion a year to upgrads ths transmission grid and
abaut RM1.2 Lillion a ysar 1o expznd and strengikizn
the distribution network 1o provids supply 0 new
cuziornars, az wall as cater jor the additional dernand

e ;v~'x'.~ - EEIC TS 3
O SEI3UNG SUSLHMSHs.

Meanwhilz, one of ths immadiate challenges fzcing
THE iz coracling puilic percepiion aboui ihe Sompany.
Our abjsciive is o continuouzly enhance cuziomer
relation: managemsnt through various channelz of

communication and technology deployiment.

THE haz continued 1o demonstrate ils corporate
sacial responsitility commitmsnt by suppodting various
cauzas including subsidy on cost of slsclricity supply
1o customers, discount and subsidy for learming
ingtitutions and places of worship, developmani of
intzlleciual capital through Vniversiti Tenaga MNasional
(IMITEM), zcholarships and study loans, welfars and
charily prograrimss armouniing t RM1.2 billion a year.
THE has also commitled a tolal of RM33 rillion for
rural slectrification projecis 1o be compleied by the
end of 2005.

Prospects and Challenges

Global developmenis will continues 1o have pronouncsd
implications on the political, sconomic and financial
ENVIrenMmasnt wa aperals in.

A major challengs iz rizing fuel cozlz which will have
an impact on the operating coziz of mozt power
generators globally. In view of the volatility of fuel
coste, an important concern will be the ability of ulility
companies oo sustain theiv viability for future
investmenta. Whils increazed operating efficizncy
continues Lo afford opporiunitiss for {urther cazts

fusl coste are by and largs ouiside
control.

reduction,
managsmant

The implication iz thalt we nsed 10 enzurg lhat ihe
elesticily supply indusiry iz able 1o earn sufficient
revenus in ordst to invest in generation, transmission
and diztribution networls to mesl uldre raquirerient
for the couniry. In thiz regard, policy mabers, ihe
regulating agency, operating companizz, financial
inztitutions and the cusiomers need Lo shars this

conmon undertalking.



From THE's perspeactive,
increases in fusal

the likelihood of continuing
costs would bs a major challznge o
iuliilling iis obligaiion o provide
national naeds, unless THE

increasad cosis from custo

adequais power for
can recaover such

mers.

However, as a
by TNE, we have bezn more foriunaie than some
othar uiilitizz in thai we have some ile-ibility w realign
fuel rix, whilst ensuring the
security and reliakility of ensrgy supply.

a result oi the mulii-fuel siraiegy adopied

and optimise on ths

MNevarihelzss, with ths zttong ouilaol: for the econoriy
nexi ysar, THE may face challenges in the val rmix in
the nswt financial-year dus to thsir rising prices that
could’impaci operating cosis.

Tenaga Nési«:.nal Barhad howsavar iz a very solid
company wiih
strengihsz, ths
and a good co capable people.
continus with our pladge and
deizrminaiion 1o undsriake ihe besl sfioris o snsure
ihat TNE achisve iis goals and bscomns a jormidable
and repuiable cormpany in the couniry.

a thriving business. |t has a lot of core
nscessary wschnical shills and s psriise
rabination of Wz will

are resolute in our

Appreciation

tremely grais o our loyal and valusd
cusiormers (o their support, cooperation and valuable
interaciion thai have helped the Company and Group
1o belisr serve owr cusiomers. THE's success ior the
year 2004 is aloibuied 1o their conlinued co
in the Company and Group. For this, | wish Lo thank
all of thern.

| arm &x

niidence

I would also, like-to offer my graiilude o the Minisiry of
Finance, Minisiry of Energy, Walsr and Communications
and the Economic Flanning Unit for itheir guidance
undersianding and assistance throughout the yzar.

To the Government, shareholdars, investors, suppliers,
coniractors, the madia and all partiss who have
coniribuied and given thsir support to the Corpany,
I would lil'e o express my appreciaiion and gratitude

ior making it another good year for TNE.

I would also like io thank T Chairman Daio’ Dr.
Awang Adazl: bin Huzsin who resignad wiith effect from
31 March 2004, and Daio’ Pian bin Sulwo, President/
Chial E:zcutive Ofiicer/Mon-Independeni E:xeculive
Direcior who resigned wiith efiect rom 1 July 200
My appreciaticn also goes o oiher Dirsctors and
Alizrnaies who have resigned during ihe yasar or thair

valuable conuibuiion o the Compeany. Al ihe same

tims, | wish lo wzlsome all new Directors o the
Ecard, namely Daio’ Che’ thalib bin Mah-—ﬁmad Moh,
Daiuvk Mohd Zaid bin lbrahim, Daio A man bin

Mol:htar and Daic’ Abbdul Rahirn bin Mol:t
Finally, 1 would lil.e > convey my gratitude and
Board members, the managsment
and employses for their commitmsani and coniribution
io ithe coniinusd strengih of the Group.

appraciation io all

the

the best in ou

naiion with our

r producis and

Lei us coniinue io power
commiiment to deliver
services and illuminats tha lives of

Malaysia.

the people of
“POWERING THE NATION’S PROGRESS”

Avodbrginy

Datuk Amar Leo Moggie

Chairman
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Bill Settlement Facilities

Currently, ihare are numsrcus Tacililiss pravided for

cuztomers to asille thsir elactricily bills; such a3 the

fallowing: -

a) THE countets

k) One-Ftop Collsction Senoes (Telehom, Fos
Malaysia, Laocal Councils)

c) Direct debit through savings/current accounts
(rarticipating bznle are Maybanb, Public Banl,
Bank Pertznian Malaysia, Banb Simpanan
Nasicnal and HSBC)

d) Maybanl:, Cilibank, SME and MBF Auiz Debit
Pzyinent vis. Credit Card

e)  Payment onling via websits: o Citlibank, HEEC,
Banl: Islam, Maybank. and MEF

1) Dwver-the-counier payrment at Fublic Banl:, Public
Finance, Banl: Islam, Bank Pertanian and Bant:
Simpanan Nasional

)  Paymant via ATM at LJOE, Public: Banl:, Maybanl-,
Bznk Ralyat, BGB, RHE, ESHN, Bank lzlam and
all MERPS automated teller machines

kY Paymznt via phons banling for MBF credit card
and Maybank: savings/current accounts

i) Mobilz collsction through Bank Pertanian vans
(rural arzag).

During ths year under review THE widenezd ihe
coverags of itz dirsct 'debit zchamae through an
additionzl partic:ipal‘ing banb (Bant: Islarn), whilsi
HERO apensd vp = dirscet debil zcherme Tor ils
corporate cugtomars. The dirsct dabit zchemes will ke
etanded furiher o include Alliance Banl: and EON)
Banl- in ths nezr futurs.

eCIBS

The sxizting sysiem in

cugirmars’

2z for mainiznancs of
information, killing and collection is
currently being vpgraded undsr the eZIES project.
The eCIBS will zentralise and miodarnize the existing
scfiwars providing THE with a mor: reliable and
flziible platform for continued use and future
enhancermnents.

The upgrade will also provids significant new functions
such az compeehensive Large Powsr Cuzlomsrs’ mstar

maintsnancs, custamers’ load prodiles, online real time
bill payragnt wpdating, onling nationwide customers’
shouiries, and streamlinsd buziness proces

will all provide immediate benalits.

The new systam will laverage on curreni syvsidns and
new technalogy in THE such as iniernet bill paymsnts
web-enablad o custormer interaciion and sslf-service,
interface with Remnois Msier Reading systems for
zificiznt billing procezzss, and utilising e-isting ERMS
and EHRMS3.

Support For Renewable Energy
Development

The signing of thres new Renewable-Enesrgy Power
Purchase Agreernenis (REPPAS) iolalling 19 MW this
yzar with [zl Venture: Sdn Bhd, Sunquest Sdn Bhd
and Recyclz Enargy 2dn Bhd underlines THER's
conitinuous suppart for the Sovarnmeni’z Srall
Rencwabls-Energy Power (SREP) Programme. This
brings the lotal number of REFPAs signed by TilE in
Paninsular Malaysia since ihe launching of ihe SREP

Program o dive, with a combinsd capacity o 26.2
MW. TMHE also comrmenced imporiing slaclricity in April
2004 from the lana Landiil ZFREP project in Selangor,
the first project to be commiazioned undsar the
Government SREP Frogram.
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Two of ihs ihree new SREF projecis uiilizz oil palm In addiiion, THB-ES is currently insialling a ramote
wasts as the renswable energy (RE) fuel whils the  24-hours Solar Hybrid Power Supply systeam to four
remaining project producsa: gas forn municipal solid  islands of Mersing, Pahang vor Minisiry of Rural and
wasie a3 input fuel for glectricity generation. THE is  Rsgionzal Developmzant and Wilayah and Ministry of
also actively negotiating REPPAs with oither  Enasrgy, Waier and Cornrnunications ihrough THE and
developers of mini hydro, landill gas and biomaaz (il this is scheduled for compleiion by the end of 2004,

palm wasig, wood wasie, rice husk etc) SREP
projscis. Theze ihree RE fusls currently reprasesni the  THE-ES completed th: Thermal Encsrgy Storage
best poleniial for cormmercial sxplaitation in Malaysia. projects for both 9. Buloh and Serdang Hospitals
and in addition, UNITEM has alsc appoinied TMHE-ES
to undartake the maintsnance of the District Cooling
TNB Energy Services Sdn Bhd Plani. TMB-ES through Pendinginan Magajana Sdn
THE Enargy Servicss 3dn Bhd (TTIE-E3) zpecialisse in  Bhd a joint venturs Disirict Cooling company, is
providing quality and rsliable ensrgy solutions to THE — currenily salling chilled waier for air conditioning to
cusiomers. THE-ES offers a complsis pachags in 16 buildings sush as Sstia Haruman, DHL, Shell,
undertalie and devslop Reznewabls Ensrgy, Powsr  Eficsson, MTT, MDC and Telakam in Gybaerjaya.
Quality, Energy Efficiency, Diswrict Cooling Systern and
Therimnal Energy Storags projects.

During the year, the Power Quality Unit of TNE-ES
compleied four supply sids studiss narmely at Nippon
Eleciric Glass and Southerin Wire, six customar side
studies/icsiz at ["amaya and I"anzha, 2 PQ mitigation
equiprnent trial-runs ai Southsrn Wirs and Carsem,
and one special project an Power Quality Monitoring
System (PQMS).

Jana Landiill 3dn Bhd (JLSB), a zubeidiary of TME-ES,
haz su-:-:e‘smlly completed a pramier showcass 2.0
MW Rsnewable Ensrgy Power Plant project using
landiill gas at Puchong, Selangor. The plant is
currently supplying eleciricity to the distribution
neiwort: in Puchong commencing in April 2004, hased
on a Renswable Enzrgy Power Purchazs Agresment
(REPPA) signed in Oct 2001.





















Az part of the investor relalion: program, THE
maintaing an active dialagus with the cradit raiing
agensiss 1o ensure that information is continuously

a credible information bhase.

Az parl of the hurnan capiial dsvslopmant efforis of
THE, itwo (2) z-ecutives participaled in the Invesior
Felations Socizty (IRS) education programime in the
Dnited Vingdarn, The progrararme provides esssitial
information for inveztar rslation practitionar: at avery
stags of their caresr impraving the conmunication
ghillz and techniquss, a prerequisite for sffactive
invzstor relations in an increazingly comple: regulatory
regime.

With the increased zophistication amongst invastors,

pramium is typically accordad to compsniss that
provide sazy accsss o quality infornation on a dirmely

and consistent basiz. The reliabkility, accuracy and
timeliness of information diszaminated to the investors
ie arucial. [l is for this reasen that IR implemsntsc
the Invastor Informaiion Sysiemn, a fully integratsd
datzbaze system o centralise, manage and conirol
infarmation that is provided o the investment
community. This complements thes information and
databasz that THE's wehsitz www.inb.com.rmy alrsacly
provides.

Enterprise Wide Risk Management (EWRM)
Enterprizs Wids Risk Management (EWRM) iz tazled
with ths rezponzibility o iniegrale and formalise a rizk
rmanagement system and ilz processss ior THE and
its group of companizs givan ths Company’s siratzgic
initialive Lo identily, analyze and mitigate the businzes
rigkg in a systamatic and structured marmer. Thaze
functions comprize of the implementation of an

sffectivs risk rnanagemsnt frameworl: and programme,
the arrangement and maintenance of operational
insurance: for THE azzetz, perzonnel and liatilities,
and ths inzurance programms insurances of THB
projects.

Risk Management

During the year, EWREM had successfully implemenied
the final phasge of ths gl managemesnt framework
acrazs the THE Group and SESE. 25 a reault, risk
profiles that have been prepared by ihs rezpective
departrnsnt/divizion/zubsidiary enables the managsment
team to make conacious and visible izl management
dzcisions by formulating necezzary action plans,
implamenting therm and monitoring its results.

The EWFRM Falicy and Guidslines ware astablizhed to
znsure that principlzs of the rish management
framework are conziztsnily adhared 1o across ihe

Group.






Thiz, in turn, promotes 4 oot |~f||:uilv.§e and timiely
compilation and cormrmunicaiion of accounting
procedurs: throughout the Group by eliminating any
potential by the respsctive
divicians and subsidiaries. &2 greater

maobility of the Divizion’s accounting parsonnsl diven
the commanality in accounting procedurss and
internal contral systems praciised throughout the
ESroup.

duplication of &fforts

It alsd creai

Arnother impetus for ot eflective harronizaiion of
accounting and procedurss iz orish
rmanagsment. With an adesquate undersianding
espaaially of the financial rizk profile of the Group
conts~t of ithe EWRM framsworl:,
to formulate =nd rantl the
hanisms

praclices

within the
" Management will e abls t
Lest accounting practices and conirol mec
that r—-’u'l:rin.rwly miligais such risks.

In ths arzz of
funding and hedging propozalz
dziailed repariz inoorporating
policy compliance requirsraents Milzzionsz
wer2 achiaved in raviewing ting ftreazury
management paolicies, procedures and rmanualz with
‘the goal of snsuring that ths re in line wilh the
ezt currsnt markei prac

Treazury rizk managemsnt, various
welre reviewead aind

sment of rishz and

TS

&

ficss.

Insurance
EWFM had alzo successfully arranged and r-r':n::ur'—-:l

_a-:lequate annual inzurancez for THE Group and i
major projects during the vear. EWRM ansuras

ad&‘]u’:tw finaricial proteclion 1o THE'S opersiing
azsets, personnel and liakilitizz dus to inzurable rizls
Tlus year the averall cost of insurance has bean
sucaessfully raduced by nine per cant in addition to
improvemants in the
previous year.

policy covarage scmpared o ths

insurad declarad and the estimated lozs
1

In comparisoen o ithe

of naw bl;nrn; reported for ths year I- d Jdec

, the total number
creased by

Previous ys

EWRM coniinues 1o arrangs relevant insurances for
THER projeciz through lacally based insurance

companise, manage the azsocialzd claims and offer
ancz and advice with regards 1o beiter risl
rmanagemsnt in project implsmantation. Relalive o the

, thers was a slight increase in the sum
armeung ar

tal number of
claimn: tom az zarly as 1995 up 1o 2003 had also
bzen zubstantially concluded rezulling in 2 reduciion
o rnors than 17 per cent of such claims as compared

io the year bafors.

pravious yzar,

the year reduced by 16 per cant. The

EWRM is also actively involvad in discussions
regarding insurance and rizlk. managernsnt clauses for
the implemeniaiion of the FIDIC (Intsrnational
Fedarstion of Consuling Enginsarsz) {orm of coniracts
for the ziandardizaiion of all fulure THE project

contracis.

The Way Forward

EWRM will continue o manitar the implamentaiion of
the rizll rnanagement framswork acrass THE Group
and to embarl: on continuouz rizl managsrment
awarsnsss programmess and seminars.

In addition, EWEREM aimz 1o review and continus o
improvz on the arrangemient of inzurances for THE
and i3 group of companiss and ils major projects by
SNIUring ededuale insurancs cover st rsazonable
sosts. EWRM would e expanding its iunciions io
introclucs, implement and monitor a souctured and
soemprehensive Emergesncy Respanses Plan (ERF)
within TNB Group.












The olher buzinezses of THER zre services Lakwwatory
Testing, Qualily Aszurance and Environmenial lrnpact
Azsazsment (EI8) Studizz. The jive labaratories
(Advanced Material, Tranzformsr Qil Testing, Waler
and Air, HV Tzsting and Mechanical Enginesring
Desigrn and Praiciyping) currsnily offer their ssrvicss
to TMB as wal as to other industries.

Az the appainisd quality agent for THE, THER has o
ensurs that procducts supplied o THE rsst ralevant
quality ztandards. Thz3e include the Factory
Accaptanc: Test (FAT), Second Party Audit, Product
Accerdance and Product Certification.

THEFR iz a rejiztersad EIA consuliant with the
Depzriment of Envircnment, Malayzia and has also
een engaasd o carry oul environmantal studiss
moztly by THMB. Thsze includs the Emergency
Responss Plan az well ag the Pre- znd Post- Projzct
Environmental Manitoring Plan.

THER’: conwibulion o these rezsarch aclivities has
recaived several impartant recognitions such as The
THE Fresidznt Sualily Award {ar ths “Mcst Impraved
Subtzidiary” from our parent Cormpany and as
“Customer 2 The ‘dzar” from SIRIM Berhad.

THE has adopted THER pfojec:ts“such a3 “Vsgataiion
Management” o help reducs forced outage in the
distribution systarn, and “Optimizalion of Hydrz Energy
Utilizziion” to help incrsaze the power genaration
capability of the hydro system.

6. SECURITY SERVICES AND
INTELLIGENCE

The Departrisnt is reaponsikds for providing security
servicss for the Group especially the Core Divisions
af Generation, Transmission and Distribution by
implzmenting sscurity operaticns al powsr stations,
substations and regional warshouses., The main
bwgineszs of the Deparlmisni is 1o provids eficient and
=o3l afleciive securily sarvices o ensure all THE ey
insiallation operations rzrmain secured and protecied.
The s3scential function of ths Department is b prévant
intrugicon and protect &l THE assetz o ensurae
uninigrrupded power supply to the nation. In line with
the above, the Departrient has embarked on a few
siraizgiss W improve ite service. Cme i 1o identity and
differentiate all THE slzctrical installaiions and buildings
32 a3 1o be abls o focus on crucial ones whare
zecurity of the insiallation is critical. Mare hi-tsch

monitoring aystems will be installed where nsceszary.

Wiih 4 3lai strength of over 200 congisiing of 2snior
managers, exacutives, inzluding Stals Security
Officerz, and oilher azcurily personnsl of various ranks,

the Department is wall placed o play ite role in
Lroviding security o all THB key inztallations.

In order to maintain professicnalism and kigh
standardz of servics, personnsl ars senl regularly for
iraining. Training mesthads run from on-the-job to
slassroom training and rangs from raotivational to
technical courses.

In ling with its role ag an auxiliary polics force, the
Departraent alzo maintaing a close ralaiionship with
the nation’s police force. This clase relationship

enables the deparimsnt to call for police azsistancs

whiznevar necs:












Ead

A syziem analysis moniioring, TNB': daia networl:.

An 2003, ihe IT Czparirment sucosesiolly rollsd-out the
ERME projsct, based on the SAP platform. Thiz system
integraias all THB's businezs and administration
applications, providing & standard application across
THE. The ERMS projeci addrezses THE's T7 stratsoic
objsclives to imprave, amang otherz, project planning
and dzlivery, capital budgsting, matzials, financial and

nt, and maintznance planning. This

ystam sirsamilines application: and assists in the

dzcizion making procsss by providing an all-in-one
central infcrmation Jdepository, aclive budgst chacking
and better project planning, tracking and monitoring of

rojest progrssa.

The Deparirnzni iz alae on the verge of implameanting
iz Enterprizz Human Resources Manzgement Systetn
(EHFRMZ) whish would provids s ketter syatam in
monitoring THR's hurman capital. In becoming a more
customer-focussd organization, the Department i3
upgrading the Enhancsd Customer liformation Eillirwy
Zyziem (3-2IES) to caler for the diverze customer

needs.

Besides fikee optics, THE iz looling for én aliernative
cozt-efsciive communication madivm far its last mile
communicaiion o various THE offices peninsula-wide.
The Digital Powsr Ling (DPL) bzchinolagy ulilisss law
and madiurn voliags powerlin:s (slactrical cablss) as a
physical rmedium for dala iransmission. The technobgy
is erpectzd to calar for the various intzrnal buziness
and operationzal applications. Among the applications
and zervicez identiflied are SCADS, remaots meter
reading, the provision of high-speed broadband Internet
aces3s, and vidso conferzncing.

With the implementation of ERME and the e-pansion
and upgrading of TIHE': jibre oplic nstworl:, the 10T
zavindz to THE. Basides

)

Divizion e¢xpaciz 10 accru
these, cost zavings are alzo erpected to be darived
via various ather ICT initiatives and currant projects,
including the setiing-up of a self-sufficient internal
netwark: ielephony zysiarn, ahd in-houss Application
developrnent.

Az a dynamic player in zuch 2 fasl moving indusziry,
TIIE is moving owards creating & more sfiicient and
dynamic working cullure. In thig lighi, the Division is
inculzaiing initiativee and team bazzd PPz to enhance
Realising ihe need fr a

rvics, the

our producis and 2srvicas.

faster and racrs rezponsive cusiomer

Company has planned 1o 22t up 2sveral ICT offices all
over FPeninzular Malaysiz, The ullicnate aim is 0 serve
our cusiomers baiter, and provide a quishsr response,

szpecially 1o the regional oiices. The 12T Division is

P

hus preparing itssli o becoms a ons-stop IT and
&
thereby reaciing direclly fowards cusiomers’ nesds

and demands.

scommunication ssvice provider jor the THE Group,

—






Inveatmant Management Division's main rasponsibilitizs
include Liberty Power Plani in Fabiztan and Sabkah
Elsctricity Supply Bosrd aoth of which are involved in
the utility business; Malaysia Transiormsr Manuiaciuring
Sdn Bhd, Tenaga Cable Indusivizs Sdn Bhd, Tenaga
SwiichGzar Sdn Bhd thal operate 22 the manuiacsiuring
arm for THE; Fibrecomm Helwork (M) Sdn Bhd which
ig involved in the communication and 1T ralated
businzzs; Liniversity Tenaga [Hasional (LWITEH) in the
arega of sducaiion and bnowledgs developmsnt; TIHE
FPropertiez Sdn Bhd that focuzes itz businezz in
property developrnent; and REMACD, THEZ, THEE
and THE-EZ in the anginsaring servicez and ralated
junctions. Detailz on 3oms of the major invesimeanis

arz az follows:-

Liberty Power Plant

Libery Fowsr Plant is 2 Z35MW gas-fired combing
cycle powar generating staiion locatzd at Dakarti, in
ths province of Sindh Palisian. The powsr pland
achizved commsrcial operations on 10 Zepiamber
2001 and it is in ils third ysar of operations. The
company smploys 90 per cent of the localz in various
capacities at the Power Plaint.

Sabah Electricity Sdn Bhd .
The year undzr review markzd ihe fifth anniversary of
the privatization of Zabah Eleciricity Sdn Ehd (SESE).
Curing the year under raview SESB focused its
activitias on turning arsund ihe company through the
TT initiativas whilzt improving this reliability and supply
- of sleciricily. Many projscls wers implemsnted to
strengthen the supply as well as the tranamicsion
sysiem in Sabah and the Fed=zral Tarilory of Labuan.

The available gensration capacily iz 590 MW and the

maximm demand theoughout the states is 519 MW,

-

SESE iz zeérving abeut 350,000 cusicomers for
Commersial, Industrial, Domzsiic and Public Lighting.
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The Loial galss of SEZE in the vear under revisw wars
FMEEE.92 miillion cormpargsd 1o RMS21.20 million the
vear kLeiora, Total opsrating oozt wag RMS47.95 million
a2 comparsd o RM9ES.ET million in the year bafora.
Tha lozs heforg tacalion in the Finzncial Yesr 2004
wag FMZZ7.2¢ million compared w RM301.7€ rillion
in the pravious year.

With manpowsr sirsngih of 2,102, 2ETE coniinues o
develop itz siafi

produciivity of the company.

compeiency in ordsr o enhance the

SESB Generation

The avarage Cozt Par Uinilt (CPU) for siz major SESB

plarts in the ysar under review is 15.9 zen/tWh (all
gensration oo including depraciation costz). The

generation cost (RM) ratio ror the siz major stations
and A7 mincr and rural stations iz 1.2, Tharsfore the
by initialive in reducing overall genaration cost was
to focus on the it mzjor zlaticnzs. With the
commpletion of grid projecis, most minor stations will
bz decormmissicned. Ths ey zteps to reduce
generaiion sost will focus on the following:-

(@ PReduce dizsel bazed generation,

()  Incrzase generation of hydro and gaz plants and

(¢) Improve maintsnance

SESB Distribution

The main ocus in the year under review i3 the
ih’.plemenia‘lion of the bay iniiialives idsniifizd undaer
the T7 stratagy to raducs distribuiion systern o3 anc
to improve supply reliatility and cuality.

Undar s bey initiaiive 10 reduce system loss, 100 par
cent physical checking of all fow voltage Large Power
Cuzlomars (LFS2) metering was carried oul, A iotal of
1,650 cuztamnears ware chectad andd 110 wers foundd
to have irsgularities in their meiering. Moniloring o
unbilled accounts, meler reading and salzs have all
baen siepped Up in an affion o reduce administrative
losses.
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Specia

In its efioris to produce high cuality iranaizmrasrs MTM
brought in new machingz {0 upgrads emisting
machinzry at ils manuiacturing plant.

Looking ahezd, MTM will continus o halp its
cusiomer: and zupport them in iheir eloriz (o
accomplizh thair objectivez thiough MTM guality
products and 3ervices.

Tenaga Cable Industries Sdn Bhd

Tenaga Cablz Industrizs Sdn Ehd (TO) manuiactures
and distributzs a wids range of powsr cablss including
low 1o medium voliage criozs linkad polysthylans
(PLE) cablzz, low vollage genaral cablsz, aluminium
rods and aluminium alloy rods.

TCl manuiactures quality productzs that comply with
variousz intarnational standards such 2z lnternational
Electrotschnical Cormmizzion (IEC) Speciiications,
Eritish Siandard (B3), Japan Instilute of Jtandardsz
JI2) and American Socisty for Tezting and Maisrialz
(ASTM) Ztandards. TSl also provides ioial cabling
solutions which includzs enginsaring services fram the
design of power cabling sysiamsz and tranamiszzion

lings 1o the actual inztallation and mainienance of

these systems.

Tenaga Switchgear Sdn Bhd ,

Tenaga Switchgsar Scn Bhd (TS3E) was establishad 1o
{focug on three areas with a view to providing
complete solutions; supply of high voltags switchgears,
lized mainienance and urnkey contracting for
substationz. TS5 manufaciorss 278V and 1320V Gas

w

Insulated Swiichgears (GIS), Gasz Circuii Breabears

(5CB), and Disconnesiors (DS).

Quality producis and ssrvices arg vital (o TSG in order
1 szcure a {oothold in the cornpetitive high voltage
powsr squipmant global mard-at. TEGs products ars
accrediied internationally wiih Typz Tast Certificatzs
for conjormity ©o IES standards and salely. TSG's
commitment o auality, safsty, and reliability iz also
demonsirated in its IS0 3001:3000 carlification by
Standards and Indusztrial Ressarch Inztituls of
Malaysia (SIRIM).

Bz part of ils ongoing diversification, TSG has
increazed itz invalvement in specialized switchgear
mainienznee wilh amphasis on critical and zpecialissd
servicss that are currenily performad by Original
Equiprment  Manufacturers (OEMs3). Through
collaboration wiik these OEMs, TEG will help support
THE by
oulages and through the
centred maintsnance.

providing asrvicea to minimizs time for
application of raliability

The st significant project during ths year under
raview was ihe Jalan Pantai Substation 1321V GIS
rehabiliializin wort:s. The soops of worl” was to repair
17 bays of 1221V GIS, supply & new Local Control
Fansl (LSP) and all associalad calling works for the
substalion which iz a critical station in the Flang
Vallay Grid Sysiarm. The project was successfully
comimiszionsd in March 2004 without encountering
any major proklams. A grzat deal of eperiznoz and
corz compstency was attained from this project
ezpecially on the aszsembly works of the GIS pzrts

and componaniz. The s-perizncs.and bnowlsdg:

Cgained arom this project is vary bensficial o TSG for

iuture projects ezpecially in zpacialized mainiznance

woll:s of difierent males of 131,






Universiti Tenaga Nasional

Universiti Tenaga Hagional Sdn Bhd (UNTENY i 2 whally-cwned zubsidiary of THE. UMITEN provides highsr
learning opporiuniiizs in engingsring, informaiion ischnoloagy, buzingss managermsnt and other ralated arsas to
mest THE's skillad manpowsr raquirsmant and alz the human rezource nzed of the nation.

All UHITEH prograrmss have been accrédited and recagnised by ths HNalional Accorzdilation Board (LAM) az well
az local and international profezsional odies such as ithe Board of Engineers of Malaysia (EEM), the Malayzian
a3 wzll 23 the Malaysian Instilute of Accounianiz (MI8), the Azzocialion of Certifisd

tered Instituie of Management Accouniants (TIMA), and the Instituiz of Secrctarias

Instituie of Enginesrs
Accouniznis (ATDA), O
and Administrators (1C24), all inzlituion: from the Uniled Fingdorm and mozt recanily ths Charersd Public
Accountanis, Ausiralia, (TPA Auziralia), thue enabling LILITEN graduates i follow the Australian CRA prograrmmss.

This favourablz zitualion atiracts students from Vemen, lran, Sudan, Pakizian, Orman, China, India, Brunsi
Carusaalam ard othiers o pursue first degrees and pesi-graduaie studizs in the univarzity. Thiny-two axacutives
of the Indonszian Nealionzl Board of Elsclricily (Perusahaan Listril: Hasional) ware accspied into the Mastars in
Enginesring Management and Masiers in Busingss Administration programmes,

UNITEI'S acadernic =:cellence iz further snhanced by ressarch projecis conductesd by itz academic sizff
Thirty-three rezearch projects under the IRFA grani amcouniing 1o RM7T.1 millicn were underial.an by the
Collzge of Enginesring. About 150 rzzearch papers wers publishsd and 122 confersnce papers pressnisd =t
International confsrarnces. UHITEN alzo succezziully organiszd an international confersnce on Mon-lonising
FRadiaiion in 2003 with ihe Ministry of Hszlih Malaysis which zarved as a plaiform for researchars and academics

1o share rasearch findings.
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OperationsReview THNB illuminating life

The Office zlrives o facilitaiz an environment which The Cifice is also responsible for share adminisiration
rmatters which include maintaining records of substantial
making. Amang the continuocus siiorts of the OFfice  sharcholders, maintaining ihe regisier of deposiiors
towards creating such environment is the ongoing and iis staiisiical report, managing dividend entitlernant,
compilation of a set of raference documenis o asaist adminiziering the alloiment of shares under the
the Board. One of ths documents is the Board Manual  Employees Shars Opilion Scheme (ESOS) for more
which oullines the duties and roles of a direciar, be it than 20,000 eligible employees, providing advisory
collectively or individually, as wall az the ssizcblishzad

enabies the Board o focus on siteciive decision

sarvices to shareholders on maiisrs periaining o their
processes and best praciicez of the Board. The oiher  sharsholdings as well as administering the reimiltance
is the Terms of Refs
which 2zt

arence for each Board Commiiles, oi unclairmed monies in accordance with Unclaimed
2 oui the decision making paramsaisrs and Monies Aci, 1965.

mechanizmz to be adopted by sach Cornimitiee in
relation to it purview ! The Gifice zlso faciliiatzs the

In adopling ihe disclosure-based regims inwaducsd by
participation of Direclors in iraining programs such as Burez Malaysia, the Ofiice upholds ihs Cormpany’s
the Mandatory Accrs

fiation Program and Continuing beet corporaie practices on disclosure and other

Education Program . as well as initiating a  compliance aspecis in accordance wiih the guidelines .

comprehensive and u-uml in houge training program laid down by the Malayzian Code on Corporaie '

for the Board of Direciors. Governznca. In accordance with 'ihe Code, the Ofiice - .
compiles information on direciors’ remuneraiion for ’

The Office ensures ithal tha statuiory rewrns and  the purposs of disclosure. The Ofiice also plays a role

relevant documents are lodgad with the Companizs  in sicering THE Group of Cr-mr nics to lieep pace

Commission and other regulatory bodiez within the  with new developments in the corporaie regulatory

stipulated deadlines. The Company’s slawiory racords environmsani.
are properly hept, mainiained and regularly updaied

within prerequisiies siatuiory periods by ihe Oifice and

are in good order for due diligence purposes.
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LIST OF 30 LARGEST CRIS HOLDERS as at 4 November 2004

Name of GRIS Holders No. of CRIS Percentage

1 Mayban Maominsss (Tampaian) 2dn Bhd ' 20,000,000 10.00
Maybzn Trustess Barhad For Public Regular Sevings Fund (N1407112407100) }

2 Amanah Fayz Hominzes: (Tempatan) Sdn Bhd 15,769,000 Q.58
Public Savings Fund

3 . Armanah Raya Homingss (Tempatan) Sdn Ehd 14,112,500 7.06
Public Growth Fund )

4 Ainanah Rays Mominzsz (Tempatan) Sdn Bhd 10,062,200 5.02
Public Equity Fund

5 EHLE Trustse Berhad 10,000,000 5.00
Prubond Fund )

= Malaysia Matiznal Insurance Berhad 10,000,000 £.00

T CIME [Hominzes (Termpaan) Sdn Bhd 7,000,000 .50
Commeres Internaiional Mzarchani Eankers: Eerhad (ETR)

e Mslayzia MNominzes (Termpatan) Sendirian Berhad %,300,000 3.40
Great Eastern Life Azcurance (Malayzia) Berhad (FBAR 1)

2 Citicorp Hominze: (Tempaian) Sdn Bhd 5,666,200 3.53
ING Inzurancs Barhad (INV - IL FAR)

10 Hong Leong Assurans: Eerhiad : 6,500,000 3.25
As Eancficial Owner (Life Par)

11 AMME [lominzes (Ten'q:'ata;n) Sdn Ehd 5,000,000 2.50
AMAzsurance Berhad (LF 1/142-1)

12 Amanah Raya Berhad 3,000,000 1.50
Rumpulan Wangy AM

12 Maybkan Nominess (Tampatan) Sdn Bivd 2,736,600 1.39
Maylban Truztzes Berhad For Fublic BEond Fund (N140113E0330)

14 AMME Horminess (Tempatan) Sdn Ehd 2,500,000 1.25
AN Azzurance Berhad (GF 1/1458-0)

15 CIMSEGC Mominsss (Tempatan) Sdn Bh 2,500,000 1.25
CIME For Fu Tien Sel: (FE)

16 Hong Leong Assurance Berhad 2,500,000 1.25
Az Bensficial Dwner (Life Ann Par)

17  Hong Lzong Assurance Berhad 2,500,000 1.25
Az Rensficial Dwner (Life Non Far)

18 Hong Leong Szsurance Berbad 2,000,000 1.00
Az Beneficial Owner (Gensral NFar)

12 Hong Leond Aszzurancs Berhiad 2,000,000 1.00
Az Benicficial Owner (UniiLinksd OF) - ,

20 HSES tominzses (Tempatan) Sdn Bhd 2,000,000 1.00
HEEC (M) Trusies Bhd For OSF-UOE Fidzave Trusi (3621)

21 HSEC Hominsss (Terpatan) Sdr Bhd ' 2,000,000 1.00
H2ZBZ (M) Truzies Ehd For D& -UOE Incoms Fund (A21-)

22 Maykan Haminsss (Tempatan) 2dn Bhd 2,000,000 1.00
Mszyhan Lifs Assurance Esrhiad (Shareholctzrs FD)

22  Mayban Mominszs (Tempatan) Sdn Bhd 2,000,000 1.00
Mayban Life Azsurance Berhad (Par Fundl)

24 Mayban Mominees (Tempalzn) Sdn Bhd 2,000,000 1.00

Mayban Life Azsurance Barhad \Non-Par Fund)
























Directors’Report

RESERVES AND PROVISIONS

All raterial transfzrz b0 or from reservia: and provizions during the finandial year are zhown in the fln ncial stalerments.

ISSUE OF SHARES

Curing the financial yaar, 36,478,800 new ordinary sharez of FM1.00 each wars izsued by the Sormpany lor cash by virlue of the
erarzize of oplions pursuant o the Company’s Ermplayss Shas Oplion Scherms 1| (ESCS IP) at e-arcise prices of RME.29 or
EMS.74 par share. The new ordinary shares izzoed during the financial year ranked pari pazsu in all rezpecis with the exizting
ardinary sharss of the Company.

EMPLOYEE SHARE OPTION SCHEME

Optic N3 Undar the ESOS wers granisd to eligible Direclors, employsss and retirzzs of the Group 1o zubzcribe for ordinary zhares
of RM1.00 zach. Thz dirst ESOF apired on 11 May 2002, .
| .
The Company implementsd the nsw Bmployes Share Dption Scheme I (E;OC ) ame £ Jduly 2003 for 2 period of 10 yearz. Thm
ESOS I iz governed by ths by-laws, which were approvead by the sharcholders ai an Extracrdinary Gensral Meeling hal -J -~nf
29 May 2003, o

The main fzalurzz and roovemsnt during the financisl year in ithe nurnbsr of options over ths zhares of ths Company is sei out
in Hots 22 o the financial statemenis. Coe "\
S

The Company has been granisd an esemption by the Sompanies Carmmizsion of Malaysia irom having o disclose in ihis Report

the nams of the persong 1o whom opliong have besn granisd during the period and detailz of their haldings pursuant ic Ssction

169 (1) of the Companies Act, 1985 ercepl ior information of smployees wiho wers granted oplions reprasanting 400,000 sharss
and above.

1

Other than ihe Directors' options dizclozszd in the Direciors® interasts in sharez and debentursz, the list oi o

Company and its zubsidiatiss who weare granied options reprezenting 100,000 shares and above undar EZ02 1 ars as follows.

No. of - No. of

shares shares

granted exercised

under the under the

Name . . Designation options oplions
Datub: Abdul Hadi Mahd, Qeras Ceputy Prezident/Deputy Shisl Exacutive Oflicer 400,000 il
Catulb: Md. Sidst Ahmad Senior Vice Prasident, Dperation 400,000 Nil
Daic’ Haji Ir. Shafic Mat Zain Vice Prezident, Torporals Services 000,000 40,000
Dalo’ Mohd Zainal Aziun . Vice Presiclent, Tranzmizsion 00,000 Mil
Datub: Azizal Qzarman Vice Presidlent, Human Rezourcs 400,000 150,000
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TNB illuminating life

DIRECTORS

Thz Dirzcicrz who have held office during the pericd zince the Jdale of the last Repart are:
Daiub: Amar Lzo Moggis (Appointed on 12.4.2001)

Daio’ Azrman kin Mobhiar (Appointed on 15.6.2004)

Caic’ Che Hhalib bin Mohamad [Hah (Bppointed on 1.7.2004)

Dalx’ Lau Yin Pin @ Lau Yen Bang
Tan Sri Date’ Hari Plarayanan a/l Govindazamy
Dato’ Zainal Abidin bin Putih

Datuk Mohd Zaid ki loiahirn (Appointed cn 15.62.2004)
Caio’ Abdul Rshirn kin Mok (Appoinied on 4.11.2004)

Puan Zzlsbha hinti Haszan (Alisrnziz Cirsztor o Dabz’ Akadul Rakirs bin Maokti) (Appointed on 4.11.2004)
Datin Husniarii Linti Tarmin (Fesigned on 31.10.2004)

Dato’ amszriah Linti Huszain (Alisrnais Direcior o Catin Husniarti kint Tamin) (Resignsd on 31.10.2004)
D,al,c-" Dr Awang Ackzsk bin Huzzin (Fesigned on 31.3.2004)
Dale’ Fian bin Subro (Fesignsd on 1.7.2004)
F_ua‘ Daic’ Zaharaton binti Raja Zainal Akidin (Apgeinted o 3.3.2004) (Resignad on T.6.2004)

C’dlUl‘ Cr Halim kin Shaiis (Resigned on T.0.2004) .

" Dcuu Syad Hamzah bin Syed Zithran (At‘:' nate Director ©o Datub Dr Halim bin Shafiz) (Resigned on T.5.2004)
Dnlul lz)h:andsar Dzaburnain bin Eadarudin (Resigned on 21.12.2003)

( I'.'uc Dato’ Zsharaton binti Raja Zainal Akidin (AIt-:n ats Dirgclor 1o Datub Iskandar Dzaburnain bin Badarudin) (Resigned
\ | an 21.12.2003)

Daiuk. Zzinun Aizhah binti Ahrmad (Fesigned on 7.6.2004)
’ Dz’ Shazirman bin Abu Mansor (Fesigned on 31.2.2004)

Datin Padulka Hijjah Seripah Holi binti Sy:sd Huzsin (Fezsigned on 31.2.2004)

tlg Lip "ong @ Ilg Lip.Sai wesigned on 31.2.2004)

DIRECTORS’ BENEFITS

(u
r,-

Curing and ai ihe and & the financial yzar, no arrangsmasnis zubsi

i2d io which the Company is 2 party, baing arrangemsants with
z of snabling Direciors of the Company o acquirs bieneiits by means of the acquisition of shares in or
srpany or any oiher hody corporais, eocept for ihe optionz grantasd Lo Executive Dirsclors purzuant to the

the objsct or obj
debeniures of the O
ESOS Il

—Since-the-znd- oi-the prévious-linancial-yaar, no Dirsctar-has-recsived or_become entitlzd_to_receive_s_benefit (sther_than_bensfits__
dicclosed 23 Dirsclors’ remunsration and bensiitz in Motz 1 o the financial staieménis) by rsason of a contract mads by the
Company or & related Sorporaticn with the Direcior of with a firm of which the Dirsclor iz a membaer, or with a sampany in which
the Direclor hag & subztaniial financial intersst. :



Directors’Report

DIRECTORS’ INTERESTS IN SHARES AND DEBENTURES
According 1o the Ragizter of Direniors’ sharsholdingz, pariiculars of the interssis of Direciors who held office 23 al the end of the
finanzial yzar in share: and oplions ovar zharez in the Company ars as foll

Number of ordinary shares of RM1.00 each

——————— —

As at As at
1.9.2003 Acquired Disposzd i 31.8.2004 |

1,000 |

'

Dato’ Zainal Abidin bin Putih ) 1,000 0 0

-

Mo ather Directors in office at the end of ths financial year held any other interezi in shares and Jdebentures of ihe Company and
its related corporations.

STATUTORY INFORMATION ON THE FINANCIAL STATEMENTS i

!
Pslore the incorme stalements and balance shesis of the Group and of the Company ware mads oui, the Dirsciors ‘tool://
reasonable stzps: i
(@ 1o sscartain ihal proper sciion had bsan iaben in eslaiion 1o the writing off of bad desbiz and the rmaling of allowancs jicr
‘. N 1 |- H B - - - - - -f= = - - = Rt - - H S ] - . - - - - —‘ ¢
doubtful debiz and satisfizd therzslves hat =l bnown bad dsbiz had been written off and that adequate allowance had
bzen made for doubtiul debis; and Ll
! |
(£) to ensurz that zny currenl zzsets, oiher than debis, which were unlikaly 1o rzalise in ihe ordinary course of busingss thair .,
valuzs ag zhown in the aocounting records of the Group and of the CSompany hiad bean wrilten down o an amcunt which

thay might be e:pecied 30 10 realize.

-

-

At the dale of this Rsport, the Dirgciors arg nol awars of any circumstances:

(&) which would rznder the amaouniz writien o for bad debiz or the armount of the allowanes or doubtiul debiz in ihe financial
statements of the Group and of the Tompany inadequais o any subsiantial extent; or

() which would render the valusz attribuled ic current 2zzeis in the financial siaiemaniz of the Group and of ks Sompany
misleading; or B

(c)  whizh havs arizen which render adhsrance o the evisiing maibod of valustion of asseiz or liabilitisz of the Group and of the

Sompany raisleading or inappropriate.

Mo contingent or other liability has becorns enforceable or is likely to becomse enforcsabls within the period of iwelve monthz afier
the end of the finanscizl yzar which, in ke opinion o the Girsciors, will or may afisct the abilily of the Groug or of ihe Company

to mest thair obligations when thay fall dus.

not exist:

i

At the date of thiz Repord, thers dos
(@ any charge on ihe azseis of the Group and of the Compzny which has arisen zince the end of the financial year which
szcures the liakility of any other person; of

(Y any contingent lizbility of ithe Group and of the Sompany which has arizen since the end of the financial yaar.
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OTHER STATUTORY INFORMATION

At ihz daie of thiz Repor, the Dirsciors ol awars of 2ny circumstances not oiherwise dzali with in this Report or the financial
staigmenis which would rendsr any amount siaied in ths financial staternenis misleading.

r

In the opinion of the Direciors:

(@) ercept as disclosed in loie 7 o the financial siatements, ths resuliz of ths Group’s and of ihe Company’s operations during

the financial year ware not substaniially affzcled by any item, transaction or sveni of a maisrial and unusual naturs; and

(b ihere has not arissn in the intarval beiwsen the znd of ths financial ysar and ihs daie of this Repori any iiem, tranzaciion
or eveni of a matzrial and unusual natuie liksly o afect substaniially the rssuliz of the operali i
Company for the financial ysar in which this Report is made.

&
o
(]
(_)
=
[
0
C

[
e
C

C

AUDITORS

The audiiors, PricewaicrhouseCocpers, have e-préssad their willingnzss o continue in office.

Signad on behali of the Board of Dirzclors, in accordancs wiih their resalution datad 2 NHovernber 2004,

CJ"

L ((f———p

DATUK AMAR LEO MOGGIE
Chairman

Chndln

DATO’ CHE KHALIB BIN MOHAMAD NOH
Presideni/Chiel Erccuiive Qfficer
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notesto
THE FINANCIAL STATEMENTS

31 Aucust 2004

1 GENERAL INFORMATION

The principal activitizs of the Group and of the Company are the generation, transmizsion, distribution and sale of slectricity.
There have bzazn no significant changss in these activitizs duing the financial yaar.

The Company is & public limitsd liability company, incarporated and domiciled in Malayzsia and lizsted on the Main Board of

the Bursa Malaysia Berhad.

The addrees of the regiztersd ofiice of the Sompany is 123 Jalan Eangzar, 53200 Fuala Luwnpur, Malaysia.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

IInless olharwise staled, the following accounting policies have been applied conzistenlly in dealing with items that are

considerad material in relation to the financial statemsnits.

(a) Basis of accounting

The financial staterments ars preparsd undszsr the hiztarical cost convention except as dizclosed in this zurmmary of
zignificani accounting policisz. For example, certain property, plant and squipment are staied at ravalusd armouat,
The financial stalemeniz comply wilih the applicatle approved accouniing slandardz in Malaysia and the provigions of
the Companizs Act, 1965, The new applicable approved accounting siandard sdopied in thess iinancisl sialements is
Malaysian Accounting Suandards Board (MASE) Standard o, 29 “Bmployss Bengiits”.
With the eqception of MASE Standard N 29, thars arg 0o chingss in accounting policy thal afiect ths nal proiit or
sharshalders’ ecuity. ’
The 2ffzcis of tha changss in accounting policiez are dizclosed in Mate 10 1o the financial ztalermznis.
- (b) Basis of consolidation

3 The sonzdlidaled financisl Siataments includsz the financial ziaiements of the Company and ils subsidiarizs made up o

the and of the financial year Subsidiarizs arz thase snksrprize: in which the Group has powar 1o exarciss control avar

the financial and aperating poli

2 30 asd o obiain benglits from their activitizs., Subsidiarizz ars consolidzizd fram the

daie cn which conirol is wanzferrsd to the Group and are no longer conaclidaied from the datz thal conirol czazss.

The consolidated incoms statement includes the resullz of suksidiaries acquired or dizpozed -:iuring the financial ysar
from the date of their acquisition or up o ithe daie of thair dizposal rezpectivaly using the acquizition method of

accounting. Al the date of the acquisition, the fair values of the subsidicries’ nel assels arz delermined and theze values

ars reflected in the conzolidated finanzial zlaizmeants. Al intragroup ransactions, balancss and unrealized zurpluze:

deficits on tranzactions ars slimingled.

Minority intereal is migasursd at the minorities’ shars of the post-acquisilion (@i values of the ideniiliable azzels

liabilitisz < e acquires. Separate disclozurs iz mads of minority intsrest.

andd

and
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd.)

(c)

(@)

(e}

Associates

O

Associatzs are enisrprisss in which ihe Group exarcises significant influsnce. Significant influsnce iz the power i
participate inthe i
Investments in azsociates are accounisd for in the consolidaiad
accounting.

nancial and opsraling policy Jdecisions of the sssociales but not conirml over thaze policies.
i taiemente by the equily mesthod of

5
o
pu)
I3
o
w

Equity zccounting inviolves racognizing in the incoms slaiemani the Group's shars of ithe resulis of azaoci

Q)
ar
s
=
=)
=7
[0]

fimancial yezar. The Group’s invesumanls in as2ociales zre carrizd in the balance sheet at an armount iha '-aflc—cts itz share
of the nel aszsle of the a3zocizizs. Premiurn paid on acquiziiion is wrilten off againzi reserves. Ses floie (d) for
accounting policy on negative goodwill,

Goodwill
Goodwill arising on consslidation reprasents the e-cess of the purchaze price over ihe fair valus of the nst azsels of
the sulb:z

¢ -

ary at ths dale of acquisition. Goodwill iz writtsn off 10 rezervesz in the year of acquigition.

Magsiive goadwill reprezenis ihe svssze of ths fair value of the Group’s shars of identifiable nel assets acquired over
the purchaze price. flagalive goodwill iz accounted for a3 rmovarnent in réssvez in the year of acquisition.

For=sign currency

Forzign currency trangactions are convertzd into Ringdit Malaysia al exchangs raie: euling al the transaciion datss
unlss: hedged by forward forsian e-changs contractz, in which caze the ratss .cpcmflf—cl in 2uch forward conbraciz are
used. Moneiary aszsis and liabilities in forsign currsnciss ars tranzlaied at exchangs ralzs ruling al the balance shest
dates unlsss hadged by forward forgign zochangs conwacis, in which cz32 the ratss 2peciiied in zuch forward contracis
ars uzsd. All e-changs differences ars dealt with through the incomes ziatement.

Incaoms staiements o lorsign eniiiies are iranzlaisd inio Ringgit Malayzia al averags ratez of '-'-'-'CI“’I'-“]% ior the financial

year Balancs zheet

(]

arg wanslaizd into Ringgil Malaysia ai the raies of 3-changes |u|n.g = balance shesi data.
Exchangs diffsrences arising irom the iranslaiion of the resu

1z ior ths financial yesar at averags ratez and assatz and

liakilitizz at yzar end ratee, and ihe reztaizmeni al year =nd raigs of the apening nst invezimsnis in forsign subaidiarizs
arg talan 1o a foreign currency tranzlation rezerve account as a cornponsni of sharsholders’ funds.

The. principal cloging ratss uged in ranslation of forsign o UITENCY Mo uniz wera ag follows:

Far=ign currzncy 2004 2003

RM - RM
1 USD 3.8000 3.8000
100 JPY 3.4522 3.2466
1 GBP 6.8041 6.0107
100 PKR ' 6.4741 6.5624
1 ELIRO v 4.5701 4.1456
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2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd.)’

U

(9)

(h)

Property, plant and equipment and depreciation’
Froparly, plant and equipmani ars sizied ab ozt or valuaiion less accurnulated dapreciation and impairrmsni logses.

The Dirsciors havs applied the iranziiional provisionz of International Accounting Standard Mo, 16 (Ravized) “Propearty,
Flani and Equiprnent” az adopisd by Malayzian Accounting Standards Eoard which allow the frechold land, leasehold
land, buildings and civil worl's 1o ks stated at their provious ysars' valuationz lses depreciation. Accordingly, theze
valuations have not been updated.

rising on raveluation ars craditsd (o revaluaiion ressrve. Sny dedicil ariging rom ravaluation iz charged
revaluation razsrye o the sxlent of a previous swrplus held in the revaluation rezervs for the same aszel. In

in carrying amount iz chargsd o incoms slalement.

Gzinzg and lozzez on disposal of propertly, plant and squipment e detamined by reference 0 their Sanying amaount
and ars taken Ny account in dstarmining profi/(lozs) from ondinary activitiss Delore taqation. On dizposal of revalusd

asseiz, amwunt in revaluaiion rezzrve relating to thoss propeny, plant 2nd equipraent ars ransiarsd o rstsined prodits.

Freehold land and capital project-in-progress are nol depreciaied. Leazshald land is amortized over the period of the

respactive lzazs ranging wom 5 1o 99 ysars on a siraight line basis.
g

Cepreciaiion i3 provided on all olher catzgaries of properly, plant and squipmant on 2 zlraight line bagiz which reflects

the estimaisd ussful lives of the asssts.

The ssiimaied uzeful lives of propaty, plznt and equipment ars as follows:

Buildings and civil waorks 10 to 60 years
Plant and machinary 10 13 40 years
Linzs and distribution mainz 25 1o 35 years
Distribution ssrvices 20 yzars
Meters 15 y=ars
Public lighting o 15 to 25

<

iy b
Py
W

Furniturs, fittings and ofice equipmeant
Maotor vehicles

[ B |
oo
DI}
- -
D O
< <
Dl
D D
w

Whars an indication of impairmsnt ecists, the carrying amount of the aszed i
to iid rzcovarables amount. Sse Nots (1) for accounting policy on impairmant

Intangible assets
E-penditurs on acquired righls, patents, rademarks and licences iz capitalised and amontised using the straight line

m&thod over their estimatad uasiul lives. Intangible assels ar: nob revaluad.

Capitalisation of interest
Interesl incurred on exiernal barrowingz 1alsizd o long tarm capital projeci-in-progress is capitalizad uwniil the 2
ars ready for their intended use. I
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.)

U]

(k)

Inventaries
Inveniorizs are siatad ai the lower

.

oi cost and net realisabls value. Cosis of worl-in-progress and finished goods
comprise raw materialg, dirsct labour and a proportion of the produciion averheads. Cost iz deierminad on ths waighted
average and first-in-iirst-out basis.

Met realisable value is the esiimaled selling price in the ardinary couwrss of businsss, less ihe cosis oi compistion and
selling expenses.

Marketable securities

Marl-ziables securities are siaisd ai the lowsr of cost and marlsl valus on an aggregaie poriiclio basis. Cosi is derived
at on ihe wzighted average bazis. Malzi valus i3 calculatzd by referance o stock erchangs quoied sslling prices at
the close of businzzs ai the balancs sheei daie. Any writs downs o ihe marlei valus of investmenia or subssquent

write baclz o cost are dezli with through the incoms slatement.

Employze benefits
(i Short term employes benefits
Wagss, zalariss, paid annual lezave, bonusss, and non-monstary bangfiis are accrusd in ihe {inancial yaar in which

=
=
[}
O]
w
w
C
C
o
o
(_||
o
)

ctvices arg rendered by employees of the Group.

(i)  Post-employment benefits
Tha Group has varicus posi-employrmant bansiit schemes in accordance with local conditions and praciices in ihe
countries in which it operaies. These bensiit plans ars sithar defined contribuiion or dsfined beneiit plans.

Defined_contribution plans
The Group’s contributions o defined coniribution plans are charged o the income staiementi in the financial year
1o which thay relate. Oncs the contribuiions havs besn paid, the SGroup has no rither payment obligations.

Defined benefit plans

The Group males contribuiions to ithe Company’s Reiiremant Benelii Flan (‘REP’), a dzfined beaneiit plan and
approvaed fund indzpendsnt of the Company’s finances. A bool: provision is also provided by the Company as the
coniribuiion rais required o fund the bensiits under the REP is in exczss of the Inland Ravenue rnaxirum limit.
Ths Group and the Company also provids {or a posi reiirsment medical plan for itz employees. Prior o the
adoption of MASE Siandard Ta, 29, liabiliies in respeci of posi rsiirsmani medical plan are not provided for.

The liabilly in rezpect of a definsd benefit plan iz the pressni valus of the dzfined bensifit obligation at the balance
il

shezt dats minus the Tair valus of plan azseis, 1o
cost. The Group detarmines the prasent value of ihe defined benefit obligation and the fair valus of any plan

et with adjusimenis for actuarial gainz/lozses and past ssarvice

azszis

a
wilh zufficient regularity zuch that the amount recognized in the financial siatements do nai differ materially from

tha amounts that would be determined ai the balance sheei date.

The defined benefit obligaiion, calculatzd uzing the projecisd unit credit msithed, is delermined by independent
actuarizz, considering the estimaisd future cash cuiflows using rmarkel yislds at balance shesi dats of government
gecurities which havs cuirency and tarmiz o maturity approsimaiing the ierms of the relatad liability.

Plan aszets in a-czes of the defined benefit obligalion are subjeci o the asssi limilation zpecifisd in MASE
Standard No. 29.

Actuarial gzins and o=
ol nei actuarial gaing and Ilosses racognizad in iths income slalerment is determined by the coridor method in
A

accordance wiih MASE Standard Tlo. 29 and is chargzd or cradited o incomz over tha average resmaining sarvice
lives of the relaied employsss participaling in the dsiined bensiit plan.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd.)

m

(m)

“(n)

Incom2 taxes
Curreni 1z gxpenss is determined according to the Malaysian tax laws.

Cizizrrad iz iz recognized in full, using ths liakility method, on lemporary diffsrencez arizing beiwean the amounis
atiribulad o azseis and liabilities for {20 purposes and their carrying amounts 'in the financizl zlatsmenis.

Defzrred oy assels an Wt that it iz probakle that lasable pradt will be availalle agzinst which
the deductitlz b2mipc -na differencss or unused {2 1o s can ba utilised.

Dafarrad lax is recognissd on lemporary differences arising on inveetmants in subzidiaries, azsociatzz and joini venlurss
excepl where the timing of the revarzal of the tamporary diference can e conwrollzd and il iz probable that ihe
temporary differsnce will not raverze in the foreassabls futura.

Tax ralzs enacied or subsiantively enacled by the balance zheel dale are uaed b deiarming delarred tas

Frior to the adopiion of MAZE Standard o, 28, defarred tax is rzoognizsd for timing differsnzes sxcepi when thare is
reazonable evidencs that zuch liming differsncez will not reverzs in thes forssesable futura.

Investments

Inveztmenis in subsidiariez and associaies held for long term are
their valus, Diminution in the valug < an investment is recogni
diminution is identified.

lated ai cost, lesz allowance for any diminution in
.

sd as an expenss in the |

(il

inancial year in which ihe

Invest 'ru:nla in oiher I’l"ll'l-'LUll(:llt invastrnsnts ars shown al w:[ and an ‘:I”LJW‘.lrIGl. for clirminution in v 1Iu\. is made whizrs,
in the opinion of the Dllvl.;Ll.' z, therg i3 a du..lnn;- athar than taraporary in ths valus of such inves szl Whers there
ha been a decling other than termporary in the valuz of an invesiment, such =z dscline is rEcognised ag an &xpense in
he financial year.

On dizposal of an invesiment, ths diffsrence betwsen ths net dizpessl pracesdz and its carrying amount is charga:d or
credited to the incorm:s statsinent.

Deferred income

Contributicn: raceivad from certain cuziomers by défray the cost of capital projects are credived 1o the deferrad incame
account. The arount in this account is relsased to the incoms statzment an a straight ling basis over 15 years, being
tha average ussiul life of such projscts. :
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd.)

(o)

(p)

(a)

(s)

U]

Operating leases
A group company is the lessee
Leases of asssis under which all ihe rewards and risbs of ownership zwe retainsd by ths lszzar

arz classified as
operating lsazez. Paymenis mads undsr operaling lsasea are chargad o the income statemant on a sitraight line basis
over the period of the lease.

When an operaiing lsass is ierminaied beiors ihe lzass period haz swpirsd, any payrosnt required to be mads to the
lessor by way of penally is recognised as an ¢pense in ithe period in which lsimination ialies place.

A group company is the lessor
Azseis leazed outl undsr operaiing leases ars included in property, plant and equipment in the balance sheet. Thay are
depresiaied over their expacted useiul a bazis conzisient with zimilair asssats. '

Trade receivables

Tradz recsivables are carriad ai andicipaisd rsalizable value. Bad debiz avs writien off in the period in which thay are
idsniifisd. An zllowancs iz mads for doublivl recsivablss bassd on revisw of all cuisiznding amounis at the financia
year end. . ' , o -

Trade payables v
Trads payables are siated ai cost, which is the Jair valus of ihe consideraiion o bs paid in the fuiure fof goads and

services received.

Contingent liabilities

The qup does nol recognizs a coningént liability but dizclozsz itz sxizience in the jinancial stalzmants. A contingsnt
liability is a possibls olkligation that arises rorm past evenis whusb srisience will bs confirmad by uncariain fulure evenis

beyond lhc conirol of the Group or a prezent abligation thai is nol recognissd bacause it iz not probable that an ouiflow
of resources will bs required o ssills the abligation.

Borrowings

Classification -

Borrowings are initially recognized based on the procesds received. Tha costs of izsuing dabt instruments are s-pensed
as and when incurred.

Interest and dlw-.i‘-ndc on financial instrumisnis deemaed as borrowing
statement. .-

p

tEwithin finance oozt in-the income. - .

Impairment of assets _
Property, plani and equipmsni and oiber non-curreni assels, including intangible asssiz, ars reviswad for impairmznt
lossee whenzvar avenis or changez in circumsiancez indicais thal the canying amouni may not be recoverable.
Impairment loss ie recognissd {or ihs amouni by which the carrying amouni of the aszst exceeds its recovarable
amount. The racoverabls amount iz ihe highar of an assei’s net gelling price and valuz in uss. For ths purpossz of
aszeszing impairmant, azssts ars groupsd at ihe lowsést level for which thers ars separaisly identifiable cash flows.

The impairmant 1oes is charged @ the incoms zialement unless it reverzes a previous revaluation in which cazs it is
charged io ths revaluaiion zurplus. Any subzesquant incrzase in recovarable amount iz racognized in the income
an impairmani 1oz on a revalusd azzst in which cese it i alen o revaluation surplus.

statzrnent unless it rever:

[~
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd.)

(u) Cash and cash equivalents
For ihe purpoze of the cazh {low sialement, cazsh and cazh equivalents cornpriss cash in hand, depozits hald &t call
with bantz, banl: ovardrafts and short term, highly liquid invezsimenis that ars rzadily convertible 1o Lnown armourts of
cazh wnd which s L Ao an insignificant risk of changsz in value.

{v} Revenue racognition
Salzz ares recognized upon invoiced value of zarvices deliversd net of billing adjustmanis.

Oihar operating income sarmsd by the Group and Company comprizes intgrest =nd leasing income zs wsll as dividend

incoms. Intsrest and leazing incomes are acoursd unlzzz colleclibility iz in douisi. Dividend incoms is recognissd when
the sharshalders” rvight to recsive payment is astablizhed.

(w) Governmant development grants

Government davelopment grants relating oo the conslruciion of praperty, plant and squipment are included in long term
liabilitizs and are credited o the incoms staiement on a zirsighi line basis aver 15 years.

(x) Financial instruments

Financial inzirumeniz canied on the halancs shest include cash and banl balances, invesiments, receivables, payables,
leassz and borrowings. The particular ted are dizclosed in ihe individual policy ziaismanis

associated with each item.

The Group and Company are alzo partizss to financial instrurnenis thai manage s-posurs o fduciuaiions in forsign
currency s-changs and intersst rats. These financial instrumsantz, which msinly comprizs jarsign currency  iorward
contracts, crozg curréncy swap coniractz and interssl rate swap conracis, are nol c2cognised in the financial

z
y's izl managemant o foreign currsncy

and intersst ra

Foreign_currency forward condracts
Ths Group anters inio forsign currsncy forwanrd coniracis 1o proteci the Grcun frorm movemsniz in ecchange rates by
ectablishing the rate st which a foreign curiency as o liability will ke setiled.

[
I
e

Exchangs gains and lossss arizsing on coniracls 2nisred inlo as hadges of anticipatad future ransaction: are delerrad

until the date of such lrandaction, al which lime they are includad in e measuremsnt of such ranzactions.

All other exchange gaing and lozzcz relaling 1o hadge insiruments ars recognized in the income zlatamzni in the zame

period as the sachange diferences on the undserlying hedged ibsms.

Cross currency swap contracts
Cragz currency swaps arg sniersd into (o rmanage exposurs o movermnanis in e-change ratzs by szlablizhing the
currancy at which a forsign cuirancy liability will be sstiled.

The notional principal of thess contracts ars off balancs zhesl. Any diffzrential in termz of e-change geins or losse: are

recognissd in the income siatement in the zams period as the sxchange diffsrences on the underlying hedged itsms.
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12 DIVIDENDS (Cont'd.)

Al the forihcoming 2Annual Gensral Mesting, a final dividend in respect of the financial year ended 31 August 2004 o0 10.0
sen gross and a spedial dividend of 4.0 2en gross per ardinary zhars, boih lsss incoms tae at 289, amouniing o RM317.4
million will e propozed for sharsholders’ approval. Theze final and special dividands will be accrusd as a liability in the
finzncial ysao anding 21 Auguszt 2005 whizn appeoved by zharsholders.

In respect of the financial ysar ended 31 August 2003, a final dividend of 7.8 zen groz: per ardlinary shars, 123 incoms iax
at 2825 amounied o FRM172.2 miillion was daclarsd.

13 PROPERTY, PLANT AND EQUIPMENT

Exchange Transfers/
As at rate reclassi- As at
Group 1.9.2003 adjustment Additions Disposals fications 31.8.2004
. 2004 RM'million RM’million RM’million RM’million RM’million RM’million

Cost/valuation
At 1924 and =arlisr valuations:
Long lzasehold land 8.4 0 0 0 4] 5.4
Euildings and civil works 5.6 0 0 0 0 £.6
At 1994 valuation:
Freehald land Ce7.5 0 0 (0.3) 0 037.2
Long leasshaold land S02.7 0 0 0.3 0 c02.4
Short 1zasehold land 3 0 0 1] 0 34
4401 0 0 0 0 A40.1

Buildings and civil works

-
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]
—_—
[
m
=
o
—
~
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[»¢}

At cost:
Freshold l2nd

4392 0.1) oz 0 (213.9) 2o24
Long leasehald land 1745 o L a 29249 39¢.2
Short lzassholdd land 255 0 O 0 0 358.5
Buildingzs and civil worl's 10,584 .4 0 6.3 (14.5) (150.9) 2,932.9

-
n
~I
€0
=
o
—_
o
-
—
~1
-
[}
—
~
Py
~—

Plant and machinary 22,9315 (1e.2) 5.3 (355.5) 3394 26,754.5
Lin23 and diziribulion mains 17,170.5 Q o7 (0.5) (91.3) 17,206.1
Diztricwiicon zarvices 1,960.0 0 514 0 (12£.5) 1,952.6
Mitars 268.3 ] T5.5 0 {42.9) 252.7
Public lighting 2587.0 a 6.5 Q (17.5) 2487
Furniture, fittings and
office squiprnent CEE.5 1] 53.6 (16.8) .9) 702.4
Mctor vehicles 1787 0 14.72 +.29) (.5) 1&e
2,535.5 (15.3) 1,210.9 (H07.1) (345.9) 53,8741
Capitzl projeci-in-progrsss 5,645.6 0 45204 0 3, 445.0) 9,715.8

71,4791 (16.3) 5,331.3 (407.1) (%,797.1) 75,5899







NotesTo
THE FINANCIAL STATEMENTS

13 PROPERTY, PLANT AND EQUIPMENT (Cont'd.)

Exchange Transfers/
As at rate reclassi- As at
Group 1.9.2002 adjustment Additions Disposals fications 31.8.2003
2003 RM’million RM’million RM’million RM’million RM’million RM’million
Cost/valuation
At 1984 and zarlier valuations:
Long leasehold land S.d 0 0 0 0 8.4
Buildings and civil warks 5.6 0 0 U 0 5.6
At 1994 valuation:
Fraghold land E57.5 0 0] 0 0 587.5
Leng laasshold land G027 0 0 0 0 502.7
Short lzasehald land 3.1 0 0 0 0 3.1
Buildings and civil wiorks 4401 0 0 0 0 4401
. 1,747.4 0 0 0 0 1,747.4
At cost:
Frazhold land 266.2 0.1 166.5 0 5.3 429.2
Long leaszhald land 152.6 0 207 0 (4.9) 174.5
Short leasshald land 285 ¢ 0 0 a 38.
Buildinas and civil wiorl:s 9,510.4 0.1 T70.5 (2.0 EE 10,384.1
11,821.2 0.2 9ET.T 2.2 7.4 12,7340
Plani and machinery 26,0457 o7, 7459 (a1 126.9 25,9245
Linzs and distribuation mszins 16,445.2 0 BET.2 ] (131.9) 17,170.5
Diztribution services 1,710.2 i JE9.2 0 0 1,380.0
Meters TI51 0 120.2 0 0 565.3
Publiz lighiing 2282 0 vz 0 0 2570
Furniture, fittings and
office equipmant 1.9 0.1 , e (v2.1) 0.5 665.5
Mador vehiclzs 2385 0 C 153 (121.5) Q. 178.7
"037'2 74 5,059.8 (C05.9) 0 £2,825
Capital project-in-progrss: 1117582 I 20214 0 &217.1 5,648.8
£E,152.4 ovd 9,421.3 (205.9) (9171 71,4731
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13 PROPERTY, PLANT AND EQUIPMENT (Cont'd.)

Transfers/
. As at reclassi- As at
Company 1.9.2003 Additions Disposals ficalions 31.8.2004
2004 ' RM’million RM’'million RM’million RM’million RM’million

Cost/valuation
At 1994 valuation:
Freshald land ST I 0.2) ] Ee7.2
Long leazshold land 6027 Q 0.9) 1] 502,
Shaort leazshold land 3.1 0 0 0 3.1
Buildings and civil works 4401 0 0 0 <440.1
1,732.4 0 (0.6) 0 1,732.8
At cost:
Freehcld land ZEI.0 oz Q (52.9) 013
Lohg leazzhold land 512 0 0 0.3 213.6
Shart lsasshald land 225 0 0 0 23.5
Euildingz and civil waorl-s ERCHEN | 111.9 (1,252.9) 19.5 2,260.7
11,547.2 1141 (1,254.5) 280 10,431.9
-Plarnt and machinery 239134 5423 (4,521.4) 27
Lines and diztribution rmainz 16,7921 G96.C (0.5) (91.3)
- Distributicn zerviczs LS8 75.3 d (128.58)
Metsrs 527 32.2 0 (42.2)
Public lighting 257.0 G.5 0 (17.8)
Furniturg, fitlings and office aquipment 5429 422 (16.7) 37.6
Mcibor vehicles 1267 10.9 . 4.
: £R,9209.2 1,3234 (5,509.5) (240.0) §1,702.2
Capiial project-in-progrezs T A7T1.E 3,330.9 0 (1,323.1) 9,179.6
63,1011 5,054.0 (5,809.5) (2,063.1) ¢0,532.5
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13 PROPERTY, PLANT AND EQUIPMENT (Cont’d.)

Charge for Released on
As at the financial disposals/ As at
Company 1.9.2003 y=ar transfers 31.8.2004
2004 RM’miillion RM’million RM’miillion RM’million
Accumulated depreciation
At 1994 valuation:
Freehold land 0 0 0 0
Long lsasshald land 72.4 11.9 (0.1) ga.2
Short leasehold land 0.5 0 0 0.5
Buildingz and civil warl:s 1244 16.6 0 140.7
197.0 28.5 (0.1) 228.4
At cost:
Freehold land 0 0 0 0
Leng lzasshold land 13.5 4.5 0.4 1%.4
Shoit lzasehold land 4.6 0.4 0 5.0
Euildingz and civil waorkz 2,025 2314 (332.9) 1,924.4
2,300.2 264.2 (381.8) 21335.2
Flant aind machinzry o5,570.2 1,028.7 (1,791.2 3,104.7
Lines and diziribuiicn mainz 5,367.6 715.4 . 6,075.6
Distribution s2vices 7858 857 (11.2) 340.3
Meters 277.9 435 (4.5) 4229
Pubilic lighting 93.8 134 2.1) 109.8
Furniturg, fittings and office equiprent 360.9 75.6 13.5 453.0
Maotor vshicles 112.8 12.2 0.5 12€.6
2,054.2 22454 (2,124.5) 18,7161
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13 PROPERTY, PLANT AND EQUIPMENT (Cont'd.)

Transfers/
- 4 As at reclassi- As at
Company ) : 1.9.2002 Additions Disposals fications 31.8.2003
- 2003 h o : " RM’million  RM’million RM’million RM’million  RM’million

Cost/valuation
At 1994 valuation:

Frezhald land Go7.5 0 0 0 GRT.S
Leng leasehold land 027 0 0 0 602.7
Short leasehobd land 2.1 0 0] 0 3.1
T Buildingz and civil works 440.1 0 0 0 440.1

1,733.4 0 0 0 1,733.4
At cost:

Frazhold land 2485 0.2 0 6.3 252.0

" Long tsazehaold land 140.4 12.7 U 4.2 1843
Short lzazehold land ) 255 O 0 0 23.5

© Ruildings and civil workz 0,242 139.5 2.2) 3.4 59,2821
11,226.2 155.4 2.0 4.9 11,5473

Plani and machinzry 23,192.5 590.5 (1.1) 130.5 23,9124
Lines and distribution mains ‘ 16,0519 3391 0 (131.9) 16,7921

- Diziribaation sewices : 1,823.2 260.4 [ 0 1,335.6
Meiers ) 734.4 117.9 0 0 552.3
Pubkliz lighling 229.8 27.2 0 0 257.0
Furniturz, fitlingz and office equinment ETT.S 288 (70.2) 10.1 42,3
‘Maior vshiclzs Zaz’w .9 (120.1) 5.2 38.7
54,0770 Z0Ze.z (183.7) EEE ££.920.3

Capilal projecl-incprogress T eATRS 27245 0 (2,026.2) P T R
£0,550.5 4,750.7 (123.7) (2,0065.4) 63,101.1




13 PROPERTY, PLANT AND EQUIPMENT (Cont’d.)

Charge for
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Released on

As at the financial disposals/ As at
Company 1.9.2002 year transfers 31.8.2003
2003 RM’miillion RM’miillion RM’miillion RM’miillion
Accumulated deprzciation
At 1994 valuation:
Freehold land 0 0 0 0
Long leasehold land 60.4 12.0 0 72.4
Short leasehold land 0.4 0.1 0 0.5
Buildings and civil works 1091 15.0 0 1241
169.9 27.1 0 197.0
At cost:
Freehold land 0 0 0 0
Long leasshaold Jand 10.6 1.7 1.2 13.5
Short lzaszhold 1and 41 0.2 0o - 46
Buildings and civil worl:z 1,200.4 2057 (41.0). 2,0851
2,035.0 254.2 (29.6) 2,200.2
Plant and rmachinery 7,724 1,002.2 82, 2,270.2
Lines and distribution rains 4,727.8 G79.4 (82.6) 5,867.6
Disiribution services €661.2 845 o . 765.3
Meters 330.4 47.5 0 377.9
Public lighting 85.6 3.2 0 . 988
Furniturz, fitiings and office equipmsant 3527 70.2 (62.0) 360.9
Motor vehicles 202.7 23.2 (113.1) . 1128
16,249.6 2,176.0 (171.4) 18,254.2
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SUBSIDIARIES (Cont’d.)

TNB illuminating life

Country of
Name of subsidiary Group’s interest Principal activities incorporation
2004 2003
TNE Janarnanjung Sdn Ehd 100% 100% Operaiion of powar plani and gensraiion Malaysia
of electricity
TNE Power Daharki Lid* 100% 100 Invesiment holding Mauritius
TME Fusl Szrvices Sdn Bhd 100% 1009% Purchase and supply of fusl and coal Malaysia
for power generation
THE Enzrgy Sarvices Sdn Bhd 100% 1009% Generation and supply of various anergy Malaysia
SOUrcs3 am.l provision of related technical
services .
THE Fzscarch Sdn Bhd 100% 100% Ressarch and davsloprment, consultancy Malaysié
and other services
THE Veniurss Sdn Bhd 100% 1009%% Inveslment holding for domeastic and Malaysia
‘international ventures
THE Propertizs Sdn Ehd 100% 100% Pravision of property managemsnt ssrvices Malaysia
THE Enginezring Corporation 100% 100% Projeci managerani ana consuliancy, Malaysia
~ Sdn Ehd enginaering works and energy project
development services
THE Repair and Mainienancs 100% 100%% Repair, maintenance and testing of powsr Malaysia
Sdn Bhd plants
THE EnginuJQ Sdn Ehd 100% 100% Provision of conbraciing, trading and ~ Malaysia
Tttt oottt T oTrrmm e T engingering sefvicss ralating 15 the T T Tt
energy sector
TNE Capital (L) Lid 100% 1009 Invesiment holding Malaysia
Universiti Tenaga Ilazionzl 100% 100%%  Insiituie of higher Iaarnin.g Malaysia
Sdn Bhd - - O
TIHE Gsnszraiion 2dn Bhd 100% 100% Malayzia

Provision of operalion and rmainisnancs
services ’



NotesTo
THE FINANCIAL STATEMENTS

15 SUBSIDIARIES (Cont'd.)

Country of
Name of subsidiary Group’s interest Principal activities incorporation
2004 2003
THE Tranzmission [lslwork: 100% 100%  Provision of zervices related to tha electrical Malaysia
Sdn Bhd tranaraizsion nstwork systsm
THE Ciztritbulion Sdn Bhd 100% 1%, Pravizion of managzment sérvices o tha Malayzia
ultimate holding corapany in ralation
1o the distribulion of. eleciricity
TR Rist: Maragemsnt 2dn Bhd 100% 100%  Risk managsment sarvices, rish surveys Malayzia
and inaurance activities
THE Logistics Sdn Ehd 100% 10095 Freight {orwarding Malaysia
THE-IT Sdn Bhd 100% 100%  Supply of information and mualimedis Malaysia
' services andd works
THE Wartshop Sarvices Sdn Bhd 100%: 10095 Fepair and mainienancs of moior vehiclss Malaysia
THE Velal Zdn Ehd 100% 1009 Provizion of property managesment Malaysia
sarvices on behall of its wltimate holding
company, TNB
THE Meizsring Jervices Sdn Bhd 100% 1009 Sales of msizrs and relaisd sevicss Malaysia
THE Hidra Zadn Bhd 100% 100%5  Dormant Malaysia
Sumber Hidro Management 100% 10075 Dormant Malaysia
Sdn Bhd
THE Fapar Sdn Bhd 10074 100%0 Dormant Malaysia
TR Prai Sdn Bhl 100% 100%  Dormant Malaysia
THE Pabka Zadn Bhd 100%a 10095 Darmant Malaysia
Sakah Elsciricily €dn Ehd 80%5 20%  Generation, tranzraizsion, disiribution and Malaysia
‘ sale of electricity
Malaysia Tranziormsy 73% 7394 Manuiaciwing, szelling and repairing Malayzia
Manufacturing Sdn Bhd transformsrs
THE Zcal lnternaticnal Lirnitsd” 70% TO%% Investment holding Mauritius
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15 SUBSIDIARIES (Cont'd.)

Country of
.Name of subsidiary Group’s interest  Principal aclivities incorporation
' 2004 2003
Subsidiary of TNB Propertics Sdn Bhd
THF Construction Sdn Bhd 100% 10026 Construction conitractors Malaysia
Subsidiary of TNB Research Sdn Bhd
Tenaga Microwave 70% 70°%  Manuiaciurs, zelling snd repairing Malaysia
Technologias 2dn Bha*? tranzforrnars and awitchgzars
Subsidiary of TNB Energy Services Sdn Bhd
Janza Landiill Sdn Bhd 100% 100%  Gensraiion and diswribution of heat and Malayszia
electricity using landfill gas and/or
othar renewabls snergy rezources in
Pzninzular Malaysia and/or slsewhere
Subsidiary of TNB Repair and Maintznance Sdn Bhd
Rarnzco Ensrgy Veniurss Limitad? 100% 100%  Dorrmant Mauritius
. Subsidiaries of Remaco Enzrgy Ventures Limited
Trichy Power Lirited” 100% 100%  Dormant India
Trichy Ernargy Limiksd” ' 100% 100%0 Qormant ‘ India
- Subsidiary of TNB Ventures Sdn Bhd
Tenaga Cable Induztrizss Sadn Ehd 559, £5%5  Manufaciuring and Jdiztribalicn of Malaysia
telephone, powsr, auvtomotive and
gsnaral cablas, copper wirg, copper rods
and related aclivities
Subsidiary of TNB Coal International Limiled
Dynamic Acres Sdn Bhd” 100% 100%:  Invezimient holding Malaysia
Subsidiary of Dynamic A_ci‘es Sdn Bhd
PT Dasa Eba Jasatama’ a0 290y Exiraciion of coal, tranzporiation and Indaonzzia
hizavy Squipment rantal
* Mot auditzd by PricewatsrhouseCaopars.
A n s Augusi :00: ‘tha 'Hi'g-h ot ‘l_'-as grantsd quﬁida‘ii-m peiition of Tenaga Microwave Technologies Zdn Bhd brought

Ly the Company and THE Rezzarch Sdn Bha. The liquidaiion peocese is ztill in progress as ai 21 August 2004,
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16 ASSOCIATES (Cont'd.)

. Country of
Name of associate Group’s interest Principal activities incorporation
2004 2003
Associate of TNB Energy Services Sdn Bhd
Pzrdinginan Megajana Scdn Bhwl 49% 4995 Dizirict cocling systam Malaysia
Associates of TNB Properties Sdn Bhd
HICOM-THE Propertics Sdn Shd 10% d0%s Proparty daveloprnsnt Malaysia
INDERA-TIHE Properiicz Sdn Ehd 40% A0° g Proparty development (Development Malay<ia
and construstion)
FM Meira-THE Properties 40% 4088 Froperty developrent Malaysia
Sdn Bhd '
THE Properiies-JE 0% 40%5  Property development Malaysia
Citytowers Sdn Bhd
ZEUZ-THR Froperticz: Sdn Ehd 40% 40%  Praoperty development Malaysia
Associate of TNB Vantures Sdn Bhd
Haorthern Llility Resources Sdn Ehd 20% 2095 Dperaiion of powse plant, generation and Malaysia
supply of slectricity
D 30 July 2004, the disposal of ihe Company’s intersst of 20% in both Port Disl:zon Powsr Berkiad and Janaurus FOP
Sdn Bhd were completad.
A Pureuant to the Salz =nd Purchazs Agraernents ((SRAY) daisd 11 June 2004 ketween ihe Company, Malaboil Berhad

(‘MB’) and Erployses’ Frovident Fund (EFFY), all of the Sompany's invesiment in Segari Enargy Veniurzz' ((SEV) ordinary
gharze and loan notes will ke dispozed o MB and EPF Accordingly, SEV has been reclassified o ahort srmi invezimenta

&g the SPL iz zubject i certain conditions precedsent/approvals,

Pursuant 2 the Shars Sale Agrzerent (SSA'), 10% of the squily intsrazi in Sepang Power Zcn Bhd (FPEE’) will ba
digpozed to Masiila Lagenda Sdn Bhd. Accaordingly, SFIE has been ireaisd as

¢ an aszociaie on the bazis of he
Cormpany's 309 intzrsst in its equily a3 certain t@rms and conditions of the 33A haz

not been mei.
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27 BORROWINGS (Cont’d.)

(@) Term loans (Cont’d.))
(i) TNE JANAMANJUNG SDN BHD ('TNEJ) 12-YVEAR AMORTIZING LAN
THEJ, a whally owned subsicliary of the Sompany, had in 1999 eniered into 2 12-ysar amortizing loan facilily with
floating interest rates to pat finencs the construction of 2 power plant. The loan is guarantzsd by the Sompany
and is denominaled in thres major currsnciss amounting 1o GEFZO7.9 million (2003 GEP264.1 million), Eural29.2
millicn (2003 Burc161.1 millicn) and L20E2.E millian (200%: UI0S7.1 million) as ai ©1 Augusi 2004, The lean is
rspays :
accal

million).

in squal 2smi-annual instalmenis commsncing August 2003, The ranzlatsd ouistanding balance in

nce with the Group’s accounting policy a3 at 31 Augusi 2004 is BM2,269.8 million (2003: RM2,103.8

Forward interest rate swap

TMEJ haz entered intc IRS agrzzmaniz thatl enlitls it 1o reczive interszl ai flozling raisz and chbligs it to pay interes
al fized raies in the rang: of €.59% 1o 6.92% (depanding on counterparty) on noticonal principals of GEP250.0

million, The effzct of this ransaciion is to fiv the inlzrest rate on the tranche.

(iv)  20-9EAR JPY22.Q BILLION TERA! LOAN
On 20 March 2004, THE Sapitzl (L) Lid (THECL) = whally owned zubsidiary o THE sniered into 2 30-ysar

JPW26.0 billion unzecursd loan, paying intereziz at USD ficed ratzz. The loan will mature on 13 Apil 2034, The
loan is an amortizing loan whoss principal is payabls in 20 squal annoal insizimseniz. The first repayment ghall be
dug on 13 April 2015, The interezl is paid zami-annually on 12 2pril and 12 Dctober cach year commencing

A% Ociobsr 2004, The balance a: at 31 August 2004 iz RM397.¢ million.

USD-JPY Qption on the principal repayrnent

In April 2004, THECL eniared inlc Surrency Option Agrzemanis with 2 naiionzl amiouni of JFV2E.0 billion a2z a
hadgs on itz Terim Loan. This lransaclion enablzz THRCL io reduce its sposure to losse: that may arize from
advaerse fluztuation on forsign curency e-changds raiez in relation 0 ihe akbove Termi Loan.

" (b) Notes e
' " Detaild of notes with designated derivative financial insirument iz as follaws:
10-YEAR RAIGO0.0 MNILLION ISLAAIS REVOLVING UNCERWRITTEN FACILITY

On 19 Auvguszi 1928, ihe Company enicrsd inic a RMEDA.0 million syndicated Islamic Ravalving Underwritien [oiss

Iszuance Facility with ArmMerchani Banl. Berhad ((ormerly Enown az Arale Malayeian Marchant Eanl: Berhad), ihe
Carranger. Ezch izsus hEas 2 lenor of 3 to € monihs. The {acilily will maiure an 19 August 2008, The balance as b

31 Auguzi 2004 iz RMZ00.0 million (2003 FM300.0 million).

Interzst rele swap on Sommercial Faper Frogram

In May 2003, ths Sompany aniersd inlo an IRS agresmant thal entitles it 1o recsivi floating inderast rates, and obliges
o pay imers:t gt & ficed rats of 3.48% 0 matare on 26 August 20065, The notionsl principal of the swap iz FM200.0

million. The efect of thiz ranzaction is 1o fiv the inlersst rais payzble on ihe Sormmercial Pagper Pragram.
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27 BORROWINGS (Cont’d.)

(c)

0

“Thie Cormpany HE3s 2130 entered inlo intar.

Bonds
Deizilz of bonds with designaied derivalive financial inzitrurnznis are a

ollows.

[

10-YEAR USD500.0 MILLION NOTES

In April 1997, the Company issued UED500.0 miillion 10-ysar 7.625% redzzmable unsscursd MNotes. The translatad
balance of the Tlolss ag al 21 Auguzi 2004 in accoidance wiih ths Cormpany’s accounling policy iz FM1.9 billion
(2003: RM1.9 billion). The Holes ars redesmabls in full on 29 April Z007. For ihe purposes of hedging ihs Noies,
the Cornpany has adopied iwo straisgics {or sach UZD250.0 million ranche of the Motes.

Tranche 1: USD250.0 million

LSD-JFY cross-currsncy swap ((COS') and JPY inieres) ratz collar

Cn the first USD250.0 million iranchs, ihe Sompany has enterad inie CCS agresmenis in 1597 and 1998 that
enlills il 1o receive a fizad rals of 7.625% in USE and oblige it io pay floating interezi rates in JPV. The principals
Gi thes swapz amcunt o USD250.0 rmillion and thiz would bz receivad by the Cormpany in return for the payment
of JFV31.E Lillion on malwrity. The swaps will be bzrminaisd on 27 April 2007,

The Company has alza entzrad into various intesreat rate collar arangemants with ihe eflect of limiing the JPY
floating rais liability o a maximum rats bui subjsct 1o a minimurmn rate.

Forward interest rate swap

Cn ths zams ranchs of JPV21.6 billion, upon malurity of the aforementicnad JFY inlerest rale collar arrangsmenis,
ihs Company has antsred inio IRS agresemanis thal entilz it ©o receive interest at Noating raies and obligs it o
pay inisresi at fivsd rates ranging from 3.71%% o 4.289% (depzndzant on the zwap countsrparly) on notional
principalz of JPY31.6 billion, maturing on 27 Apiil 2007.

The siiest of he above ransaciions iz to convert the USD fizad rate Hoiss into a JPV fized raies liakility.

Tranche 2: USD250.0 million
USD-JPY Crass-currency swap and JEY interesi rabks collar

On the zecond USDHI50.0 million iranche, the Company haz snierad ino SCSS/IRS agresmenis in 1998 that entitle
it o recsive a fimed rais of 7.625% in USD and obligs it o pay floating intarsst rates in JF The principals of the

swapz amount ic LISD250.0 millicn and thiz would be received by the Company in return for the payment of
JPVS14A Billion upon matwrity. The swaps will e terminaied on 22 April 2007,

the period from 2 April 1999 b 27 Apil 2007 which hedgez the JP ilealing interest rals payabls on the above
swap.

The &ffect of thzze lranzaciionz iz o convert the USD fived raie Moizs into a JFY floaiing rats Ilal_;lluy For notional
principale of JPY12.7 Lillion, the loating rate: are limited to 2 masimum and minimum rats.

tet raid Collar arangsmznis with notional principals of JEv13.7 bilicn for
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27 BORROWINGS (Cont'd.)
Bonds (Cont’d.)

(c)

(i)

(iii)

i)

“n February 2003, THECL anlzred into =53 agrszmsnts that entitlz il o receive fivad intersal rates ai

10-YEAR UILEQ0.0 MILLION NOTES
In 1994, the Company had izzusd US0E00.0 million 10-year 7.275% radesimalle unzscursd olsz, The tranzlated

balancs of the Tols: as at 21 Augusi 2004 23 per the Sompany’z accounting paolicy i nil (2002 RM1,042.4 million).
The otes were radearnsd in full on 15 Juns 2004, For purpozes of hedging ihe Noizs, the Company has adopted
iwa lrategies, ong for the LISDS00.0 millicn ranche and ancther for the other USD100.0 million tranchs.

Tranche 1: USD500.0 million {(unswapped)
The Company hzs fully redeamed thiz ranche on 15 Juns 2004,

Tranche 2: USD100.0 million
Cross-currency 2ero-coupon_swap ((CCOZ3%)

Cn the zecond US0100.0 raillion wranchs, the Company sntered intc DC0IS arrangemenis with saveral finzncial
inztituiions, o ths period 15 Juns 1992 10 14 Juns 2004, o convert the UE0A00.0 million bonds o 2 6-year JFY
zers-coupon bond. The S22% maiured on 15 Junz 2004,

10-YEAR UZD570.0 MILLION NOTES
In April 2001, the Zormpany issusd UZDE00.0 million i0-year 7.625% radeernable unzecured noizs. In May 2001,

ithe Company répurchased LISD30.0 million o the USDED0.0 millicia noizz leaving a balance of USDE70.0 million

7.625% radzemabls unzscurad notss.

LSD interest rate swap with collar
In April 2002, the Campany enierad into an IRS with collar agreement on WSD200.0 millian national amount that
entitles it o recsive intsrezt at a fized rate of T.825% in UI0 and obliges it io pay intersst at floaiing rates in UID

for & perical 1 Apeil 2002 o 4 April 2002, The efizct of thiz tranzasiion i3 bo convert USD fized rais liability on the

I_ISE-ED0.0 millicon rotional amaount into LISD floating rats liakility, with those flealing rate: limitsd o a maximum
and minimuin rate.

5-YEAR USD00.0 MILLION GUARANTEED ENCHANGEABLE BONDE ("GEE)
On 20 lavember 2002, THECL 5 whally owned subzidiary of THE, izsuzd US0A00 million 2.625% GEE. The GEB
will mature on 20 Novemlbzer 2007.

The holderz of the GER ars eniiiled to e.changs, ai par, the SEE i TIE's zhars baszd an an s-chznge price
commencing <n 20 Decernbear 2002 and snding on 21 Oclober 2007, In additon, the holdsrs of the GEB have the

option o pui the Londs o THRCL for redermpiion on 20 Hovember 2005, Tha translaisd FM balznce of the band
as ai 31 Augusi 2004 in accordance wilth the Group’s accounling policy is RM1,520.0 million (2003: RM1,520.0
million). '

Interest rate swagl ’

505 and
cbligss it 1o pay lloating interest rates on 2 nodicnsl principal o LSDA00.0 million mwizioring in §lovamiber 2005, Tha
gifzct of this tranzaclion iz 1o convaert the SEB coupon inko floating intzrest rates.
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27 BORROWINGS (Cont’d.)

(c)

(d)

Bonds (Cont’d.)

(v) ISLAMIC DEET SECURITIES - EAl BEITHAMIN AJIL (“BalDS”)
On 28 June 2004, Ilapar Energy Veniures Sadn Bhd ((TEVY), a subsidiary of THE obiained FMZ,402.0 million BalDS
w finance ithe acquisition of Stesen Janaslsliril: Sulian Salahuddin Akdul Aziz. The lenure of the BalDS Facility
ranges frorn 1 0 15 years with a profit of 2.68% to 2.70% per annur.

The BalDS are secured by ihe followings:

(i) Charge ovar FEV's leazed lands. The charge of ihe lsased lands was not sfiected as at 21 August 2004.

(i) Debzniure over I'EV’z azzeis and propariiss and assignmeni of all righis, iills intereat and bansiiis under ih2
projeci docurmenis, ths assignsd insurancss, and ihs dssignaisd accounis io szcurs ihse paymeni and
repaymeint of the iotal secured amounts.

(iii) The Priority and Security Shaiing Agreerment.

Thz ierms of BalDS require deposits 0 bes placed in the debi resarve account with licsncesd benll io mast thes dabi
gervicing rsquiremenis. The iermnz of BalhS also requirs I'EV to mainiain cerizin financisl covenanis.

Income Securities

Fixed Incoms Sscurities

The FIS consizie of both redssmabls bonds and Radeamablz Prsizrence Shares (‘RPEY). Deiails of the FIS are as

follows:

e 1,500 inierszi baaring 10-year radeemakle unzzcursd bonds (“Bonds”) of an aggregated nominal valus of RM999.0
million issusd at 100% o nominal valus (in dsnominationz of RM9299,000.0 cach), with deiachable coupons
representing inisrest on the Bonds. The Bonds are w0 be radeemad al par in iwo tranchsz wilh radermpiion amaounis

oi RM999. 0 million and RM499.5 million on 16 Augusi 2011 and 19 Sepismber 2011 raepsaciively, and;

e 1,000 Clazs A RPS of RM1.00 sach, issued ai a premium of RM2292.0 per zharz and 500 ‘:.935 B FF5 oi FiM1.00
each, issusd at a premium of RM299.0 per sharz. Boih claszzs of RPS are redecmable ai RM1,000 sach at the
Company’s oplion ai any iime on or aiizr 16 August 2010 and 13 Sepiember 2010, for Class A and B RPS
respeciively. If the Class A and B RPS are noi redeemed by 16 Augusi 2011 and 18 Sepiesmber 20171 rezpeciivaly,
an addiiional surm of RM1.0 million on ihe first ranche and RMO.S miillion on the zzcond tranchs shall bacome dus
and payable undsr the final Bond Coupon paymeni for sach of ths tranches.

e |j the Company &lzzis o declare and pay dividznds on the RFS, paymeni of such dividendz amounting io FM71.9
riillion par annum (nm of u'u:':-m‘: n') ghall bs on a si- monibly baziz non-cumulative._In_addition,-intzrest -underthe——
Bond Coupons armcuning i RMO.2 millian par annum zhall be payable. I the event thal dividends on the RPS are
not declarsd or paid, inisrest payable undar ithe Bond Coupon iz RM24.5 million per annum payabls sami-annually.

e The FIZ arz clazsiiied as dshi inzirumeniz and hence arz rsporied az labiliies. Accordingly, the annual net dividend
paymzni of the RPS amounting o RM71.9 million is classiiisd as an intsrzsl e2psnss in ihe ncoiz statamant,

e Under the tzrme of the FIS, if the halder of the RPS is unabls ic recsive the relaled iax g::re':lit# ociaied with the
tranzaciioi, the_Gompany has io inderanify the holdsr of ihe RPE, in respsact of (the benaiils denizd and any™
" .

penaltizs arising whizh the RPS holder rnay incur.
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32 SHARE CAPITAL (Cont'd.)

Emplovee Share Qption Scherme ((ESOE)

The Company implemenied a new Ermployes Share Opiion Schams 1| (ESOS ) on 3 July 2003 for a pericd of 10 ysars.
The ESOS 1l iz governsd by the by-lawz, which were approved by the zhargholders at an E-racedinary Mesiing on 29 May

2003.

Ths main {zalures of ESOS Il are as follows
(@ The total nurber of ardinary shares by be izsusd by the Company undsr the ES2T I shall nol z-osed 10% o Lotal

(©)

@)

issuzd =nd paid-up ordinary sharsz of the Company, such that not more than 50% o the shares availabalz undzr tha
ESOZ N is allscated, in aggregate, o Dirgctors and senicr managemant.

o~

Mot rmors than 1098 of the shars: availalle under the ESO3 11 iz allocaied W any individual Director or employse who,
cither zingly or collectively through his/hsr associ
Company.

holdz 20% o rore in the izzued and paid-up capiial of the

Any employss, including any Execuiive Dirscior, but e-cluding a Skim & emiployss (the scherme governing employses
whao, upcn the corporatisation and peivaiization of the Lembags Latrib THegara in 1990, remain smployed under the
Govammeni’s lerms and condilions) are eligible @ participate in the ESO3S 1L

The option prics uncler the ESO2 1l iz the higher of the weighlsd averags markst price of the share: as zhown in the
daily official lizt izsusd by the Pursa Malaysia Berhad {or ithe five trading days praceding thes dale of oifer with a 109
discount on the norminal valug of the sharss.

In the event of any alieration o the capital siruciure of the Company durving dhe opiion period which s-pirss on 7 July
2012, zuch corrszponding alterations shall be made in:

() the number of rnew sharss in rzlaiion 0 the ESOS | sa far a8 unexsrcised;

(i) th= option price; and/or

@iy  the method of the scercise of the option.

Cpiionz granted undar the BSOS T cany ne dividends o vading righis. Upon g-anzize of the options, sharss izzusd rank

© pari-pasauin all rezpects with the then axisting ordinary share: of the Company.

-

The personz to whora e oplions have bazn graniad undsr the ESOS 1 have no right o parlicipate in any zhare issus
of any other company within the Group.

Set out belaw ars the deiails of oplions aver ths ordinary shares of the Company grantzd under ESO3 (I

No. of options over ordinary shares of RM1.00 each
As at As at

Grant date Option price 1.9.2003 Granted Exercised Expired 31.8.2004 Expiry date

RM per share 000 ’000 ’000 000 ’000

& July 2003 .39 199,347 0 (36,183) (503) 152,670 7 July 2013
25 Febwuary 2004 3.54 ] 18,372 (311) (46) 16,515 7 July 013

199,247 1¢,377 (36,473) (555) 179,135 - -
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32 SHARE CAPITAL (Cont’d.)

Special Rightz_Redsemable Praferznce Shars (“Special Shara”)

(@ The Spzcial Share would znabls the Governmazni o7 Malayzia through ithe Minizisr of Financs Incorporatsd @ ensure
thal certain major decisions aflscting the operations of the Cormpany zre consistent with the Government's policies. The
Special Sharsholdsr, which may only ke the Governiment or any reprszsniative or pr;réon aciing on itz bahali, is entitled
o receive nodices of meeiings but nat o vois al such mastings of e Company. Howsver, the Special Shargholddsr is

- entitled o atlend and speak al such mastings.

J

The Special Sharcholder haz the right @ appcint any peraon, but nol more than sic ab any me, © be Governmant

Appointed Directors.

(b)  Certain matiers, in padicular the alisrzidon of the Ariclas of Assacizion of the Jompany relaling 1o the righis of the
Special Sharcholdsr, creation and izzuz of addilional shares which carry diffsreni voling righiz, the dizsolution of the
Company, substantizl dispozal of

Sharehiolder.

£33, amalgamationz, mergsr and tabsover, require the prior consent of the Ipecial

(z)  The Spaecial Sharsholder does not have any right to participate in the capiial or profits of the Company.

(d) The Spscia

Sharsholder hizas the right o requirg the Sompany o reédesta the Special Shars, at par, al any time.

Clazz & and Clasz B Redeamalkls Fraference Shares (BFSY)

The main fsalurs: of the Company’s Slass A and Clazz E RFZ ar: as follows:

(@ The RPS do not carry any right to pariicipais in the asseis and surplus prodit of the Company.

(&)  The RRPS haddsrs have no vating rights sxcept on rezoluticon ic amend the RPS holders’ rights.

[

() These RPS ar: not convertiblz 1o ordinary zsharss.

(@) * The Company haz he'righl o redzem all Claze & and Clazs B RP3 an or afler 18 August 2010 and 19 Septzmber
2010 respectively at RM1,000 sach.

As dezaribed in Haots 27(d) t2 ihe dinancial siatementz, thase RRE form part of the Sompany’z Fimed Income Securiiizs.

33 SHARE PREMIUM
Group and Company

2004 1 2003

RM’million ~| RM’mitlion

: I
As at the keginning of the financial year 3,181.7 ‘ 3,181.7
LArizing in respect of ardinary share: izsusd under the EZOS I . 269.7 0
I
|
As ai ihs end of the financial ysar , 3,451.4 3,131.7
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a1

FINANCIAL RISK MANAGEMENT

(a)

Financial risk management objectives and policies

The
liqu

risks

The G

rnain rizks arizging from the Group’s financial assete and liabilities are forzign currsncy e-change, interest rate, cradit,
idity and cash flow righz. The Group's ovarall rish managsment sash2 10 minimizs poisntial adverse effects of thesa

on the financial performancs of ths Group.

Sroup has establishad risk management policies, guidalings and control procedurss 1o manage ils exposurs to

financial riskz. Hadging tranzactions are determinsd in the light of commercial commitmenis; derivative financial
instrumenis are uzed only W@ hadas undarlying comrmercial zopozures and are not hald or s3old for 2peculative purposes.

Foreign currency exchange risk
The foreign currency exchange rishk ol the Groupe arises friom Bomrowings denorninaied in jorzign currencies. The
Group hags fargign cros

currsncy borrawings to reducs the farsign currency expoiurss on the borrowings. The main
CUIMTENCY Sxposunes ars primarily in United Stats: Daodlar and JJerlv:::b Gan. The Group also haz subaidiaries
aparating in foreign countries, which genarals revenue and incur costs denaminatzd in foreign curvencizz. Tha main
CLFSNcY ~~|3osurL iz primarily in United Sistes Dollar

Interest rate risk

The Group has r~a=h and bonl balance: and deposiis placed with oraditworthy lizenzad banbz and financial
ingtitutionz. The Group managss ile intsrsst rats rizhs by placing such balancez on varying maturities and intersst
rate terms. '

The Group’s debt includes bank averdrafis, bank borrowings, bonds and notss. The Group’z iniersst rate rizh
managsmient ubju-.,thu iz to manags thv interast e-panss consizbent with mainizining an accsplabls level of svposure
1o inberest raty flucluations. In order 1o achizss thiz objsciive, the Group targets 5 |TII of fized and flaziing debt
bazed on assesarment of its "-'i@lin-'l sxposure and Jdesired intarszt rate profile. To oktain this mix, ihe Group uses
combined cross-currsncy interest rale swaps, inlerest rate swaps and oplions to convar cerain long srm ioreign
currsncy borrowinga from \/ariablc o fived ratz and vice verza,

Credit risk

Financial aszzis thal potentially sulject the Group o concentrations of credit risk conzisl primarily of receivablss,
cash and cagh squivalants, marbstaths zecuritiss and financial instrumanis uzed in hedging activitizs.

Dusz &5 the naturs of the Group’s buzinsss, custorner: are mainly segregaied inlo buzinezs and residential. The Sroup
hag o Sther major "|-‘|n|f|'.,aut concentration of cradit risk other than business and rasideniial trade receivables dus
to ite diveree customer baze. Oradit rizl is rmanaged through the applicaticon of cradit lirmits and monitoring
prc--:edures. Where appropriate, the Group obdasined depozits o banl: Juaranizes rom ‘ihe cusiomers,

The Group placss iis cazh and cash equivalents and marbetalkle ssounilizs with 2 number o craditwarthy financial

inztitutions. The Group's policy limiis the consentration of dinancial expozure @ any single financial inzlitution.

All hadging inztruments are exscubsd with sraditworthy finsnsizl institulions with a view to limil the crsdit rish.
exposurg of the Group. The Group, howsvar iz sopossd 1o credit-relaled loezes in ths svani of non-parfarmancs by
counterparti=z o financial derivative inztruments, bul dosz not sspect any countdipartizz 1o fail o meetl their
obligations:— - - -
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41 FINANCIAL RISK MANAGEMENT (Cont’d.)
(b) Int=rast rate risk (Cont’d.)

. . Balances
- . Total Non under
interest interest Islamic
- sensitive sensitive principles Total
Group ) - RM’million RM’million RM’million RM’million
2004
’ Financial assets
Investiments 60.2 399.9 0 460.7
Trade and other raceivables 53.6 2,5725 365.3 2,991.4
Amount owing from associatss 74.0 0 0 74.0
Marketable sacurities 0 103 0 10.3
. Depaosits and bank balances 3,406.1 354.6 89.1 3,849.8
Other assets (armount recsivable from
- swap countarpaitizs) 0 66.5 0 66.5
3,594.5 3,403.8 154.4 7,452.7
2003
Financial assets
Invastmenis . - 1,030.2 4523 g 1,513.2
L0 Trade and ather receivables e84 21545 2828 ' -,815.5
: Amount owing from azsociates 7.3 0 0 77.3
Marketable securities 0 11.7 V] 11.7°
Depasils and bank balsn 1,102.8 321 0 1,431.9
Qther assetz (amount recsivabls from
swap counterpartiss) 0 57.2 0 §7.2
28289 2,988.3 Jane £,909.3

page | 232







K]

" NotesTo

THE FINANCIAL STATEMENTS

41  FINANCIAL RISK MANAGEMENT (Cont'd.)
(b) Interest rate risk (Cont’d.)

Balances
Total Non under
interest interest Islamic
sensitive sensitive principles Total
Company RM'niillion RM’million RM’million RM’miillion
2004
Financial assets
Investments 0 211.0 0 211.0
Trade and other receivables 0 2,497.2 365.3 2,862.5
Arnount owing from zubsidiarizs 3,689.7 1,269.8 0 4,959.5
Amount awing from associatss 68.0 0 0 68.0
Marketablz securitizs 0 10.3 (1} 10.3
Depocits d4nd bank balances 2,807.3 73. 89.1 2,969.8
Qther azzelz (amount receivable from
swap counterparties) (1] 819 0 54.9
6,565.0 4,116.6 454.4 11,136.0
2003
- Financial assets .
Investmanis 8] 422.2 1]
Trade and olher recsivalilss 2430 1,519.1 2626
Armcunt aowing rom aubsicliarias 3,873 1,001.3 i
Amcunt owing oM associaies 705 1] 0
Markstable securitisz 0 1.7 0
Depwzitz and bank: balances G197 195.9 0
Other sszets (armount receivablz from
swap counterpartics) 0 £6.% 0 6.8
4550.7 2,557.6 292.8 3,400.9
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41 FINANCIAL RISK MANAGEMENT (Cont'd.)

(c) Credit risk
(i  On balancs shest, commilment and soniingenciss -
Crzdit rish: i3 the rigk thai one parly to a financial instrorasnt will $ail @ discharge an obligation and cause the oihar
parly to incur afinancial losz. The idllowing tablss analyse the Group’s and the Sompany’s financial azzeiz by
industry concentration as at the balance shest date. : :

. . _ Interest
Deposits Trade rzceivable ,
and bank Investment receivables from swap Total Commitment
halanses in unquited and other counter- on-balance and
) (excl. cash) instruments# assets parties shezt  contingencies
Group RM'millicn RM'million RM’millizn RM’millicn RM’'miillion RM’million
2004
Government 0 o0 100.6 0 100.6 0
Financial inztiluiions 3,204.3 38.0 200 66.5 3,421.0 0.2
Business 2.0 46.6 1,660.5 . 0 1,709.1 0
' Indivicluals ' 0 0 1,047.8 0 1,047.8 0
Oihers _ » 0 0 195.4 0 195.4 0
3,296.3 84.6 3,026.5 66.5 6,473.9 0.2
2003 . _
Guavernment 0 0 126.1 0 126.1 0
Financial instituiions Q1.7 1,045.0 ave £2.8 2,0611 0
Eusinsss 4.0 120.0 1,439.0 0 1,61:5.0 0
Individuals ’ 0o . ' 0 1,034.7 0 1,034.7 ]
Others - 0 0 133.0 0 133.0 a
Caze7 1,650 28154 5E.E 49729 0

This amaunt '-:—f-'.-:luc!es_ Fquity ingirumants amaunting o RM22.%9 million (2003 BM359.9 million), nei of
allowance.
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41 FINANCIAL RISK MANAGEMENT (Cont’d.)

(e) Fair value

The fair valug o 2 financial instrumsnt is assumsd o be the arnount ai which the instrument could be exchanged or
seiilzd betwsen knowledgsaldle and willing partics in an armn’s lengih ransaciion, other than in forced or liquidaiion sale.
CQuoied marl.zt prices, when availallz, are used as ths measure of fair valuss. However, for a significant pariion of the
Gr-:;up’s and the Cormpzany’s financial instrumsenis, quotzd marlst prices do not erist. For such financial inzgirumenia, Tair
values presenied are ssiimaiss deriviad using the net pressnt valus or othsr valuaiion techniquss. The abovs iechniques
involve unceriainiizs and are significanily affe
charactzrisiice of various finzncial instrumeniz, discount raiss, ssiimaizs of fuiurs cash flows, futurs e~
exparisnce and other Taciois. Changes in azzumpiions could zignificantly affsct these ezlimalzs and th
values.

cied by the assumptions ussd and judgements made regarding risk

wected loss

rezulting fair

1)

The face valusz ior financial azssis @nd liabilitizs with 2 maiurity of lzsz than one yzar are assumsd (o approrimate
their fair values.

()  On balance sheet
Ths carying armcuniz of financial agzeis and liabilitisz of the Group and the Company ai tha' balancs
appro<imaiad thair fair valuee . ’

zel date

coeph as 3at out balow. : -

[

Group Company

Carrying Fair Carrying Fair
amount ' value amount value
RM’million RM’million RM’million RM’million
2004
Financial assets
Long tarm recsivables 0 0 922.7 921.3
Receivablss, depasitz and prepaymsnts 7.3 6.9 0 0

Financial liabilities
Payables 8.5 7.3 ] 0
Borrawings (sxclude Islamic inzstruments

— — and_include shori term portion of

borrowings) 03,1827 24,3585 T 17,1832 “T18,255:2° -
2003
Financial assets
Long tarmn receivables 0 0 az75 9351
_ Recaivabiles, _c!_eiprosits and prepayrients 0 0 0 0

Financial liabilities
Payables 0 0 0 0
Borrowings (exclude lslamic instrumsnts

and include shori termn poriion of

borrowings) 24,960.8 25,020.9 20,113.8 20,406.7
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41

FINANCIAL RISK MANAGEMENT (Cont’d.)

(e)

Fair value

0]

(i)

On balance shest (Jonl’d)

Financial assets

The fair value of long term recsivables iz lower than carrying amount al balance sheet dals az the Sompany gives
its subgidiariss advances al below current markst rabz. The Dirsctors consider the carrying arncunt fully recoverabls
as they Jdoonot intend Lo realize the financial azsetz via exchange wilh another ounisrparty.

Financial liabilities

The fair value of quoted bonds has besn sslimatsd using the respective quoled ofier price. For unquatsd
barrawings with fiwzd intzrest rats, the fair values have besn astimaied by ciscounting the sstimated fuiure cash
flows wzing ths prevailing market rates for similae credit riskz and remaining period 0 maturity. For unquoted
borrowings with floating interzst rate, the carrying valusz ars Jsnerally reasconable estimatss of their fair valuzs.

Far all ather short term on balancs sheel financial insiruments maluring within one year ar are repayskle on
demand, the camying valuss are azsumsd 3 approvimale their fair valuss, '

Off balance sheet

The financial derivative instiuments arz used ic hedge forzign sxchangs and intsrest rals risks associaiad with
certain lang term forgign currency borrawings. The contract notional principal amounis of the Jderivaiive and the

corresponding fair value adjustments ars analyzed as kelow.

Fair valuzs of finarwial derivative instrumeniz are the nl valuss of their futurs sash flowsz and ars arrivad, at
baszd on valuations carried out by the Company’s banbers. Favourable fair valus indicaiez arount receivabls by
the Company if the conirasls are lerminated 23 at 1 August 2004 or vice verza.

Contract or

notional
principal Favourable Unfavourable
N amount  net fair value  net fair value
RM’million RM’'million RM’million
Group
2004 . ]
Intsrest rats swap . . 3,514.2 5.0 {45.9)
Forward slart intersst rale swsp ) 1,380.9 7.2 (63.0)
Crzs currsncy inkerest rals swap 1,148.7 0 {72.5)
Currency swaption interszt rate swap 1,084.0 0 (24.9)
Zers cost collar swap 647.1 0 {26.3)
Currzncy option . £97.6 0 (14.6)
Oro3s QUrrsncy T Soupan Swap 0 0 0

o - 8,672.5 . 12.2 (246.7)
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PURSUANT TO SECTION 169 (15) OF THE COMPANIES ACT, 1965

Wa, Daiut Amar Lo Maoggie and Dale’ Che Fhalik bin Mohamad ok, lwe of ihe Dirsctors of Tenaga Hasional Berhad, do hersby
stats that, in the opinion of the Directors, {he financial slalementz sst out on pages 184 1o 247 zrs drawn up 20 az to give 2
truz and fair visw of the state of sfairz of the Group and of the Company as at 31 August 2004 and of ihe rezuliz and the cash
flows of the Group =nd o the Sompany (or the financial year ended on that daie in accordancs wiih the applicablz approved

accounting standards in Malaysia and ihs provisions of ithe Companizz Act, 1985.

In accordance with a rzzolulion of the Eoard of Direclorz daled 4 Hovember 2004,

A4 f
/L“ o, T0r=22 QUW\QM

DATUK AMAR LEO MOGGIE DATO’ CHE KHALIB BIN MOHAMAD NOH

Chairman Piszident/Chisi E-scutive Oficsr

Statuto I‘)’d @CHaraﬁc‘ﬂ@n

I, Dato' The I',l'uélil:- tin Mohamad [oh, the Direcior peirmarily rezponzikle for ths iinancial management of Tenzga [Hazional Ec—rhé-:l,
do solzminly and zincersly daclare that ths financial statermens set oui on pages 164 Lo 247 are, in my opinion, cormact arel |
mabz this solamn daclaration congcidntiously belisving the zame @ be rug, and by virus of ths provisions of the Statutory
Declaraticns Act, 1960. . - ) .

Q,w\ f
DATO’ CHE KHALIB BIN MQHAMAD NOH

Subscribed and solemnly dzclared By ths abovsnamed Dalo’ Che 17halib bin Mohamad Tlah ai Fualz Lurnpur, Malaysia on
4 Movember 2004 heafors me.

tio: £6, Tinghal Davech
Jalan Putra
50350 KUALA LUMPUR

MOHD RADZI BIN YASIN
Comrmizsioner Far Qaths
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NOTES:-

1.

2.

Any mazmiber entitbed o allend and vaiz al thiz Meziing of ths Company i3 aniiiled Lo 'q:-puml

in his stead. A prosy need not be a mamber of the Company.

Thz instrament appointing @ prosy shall bes in writing undsr the
a powar of attornzy. Whers the instrument Jpr-umung L oramy/n

under itz commeon ssal or under the hand of zny officsr ar atiornsy

Wherz a membsr appoinis two pro-

reprzeenizd by sach prody iz specifisd.

A corporation which i3 a mamber, may by rescdution of ils

thinl's fit 10 act az ite reprezeniativs &t ihe Mesting, in

The instument appoiniing & pro:y/pr
Hezdouariers, 129 Jalan Bangsar, 59

The Company Secretary
Tenaga Nasional Berhad
First Floar, Headquarters
129 Jadan Bangsar
S EO200 Kuala Lumpur

Malaysia

LIBRARY K
000000118763 7 5E% ==

uacvnunn

R

2 with Articlz 107(6) of ths

i

prosy o atlend and vote

hand uf the appointar or of hiz stiorney duly dppunulbd undar
=cuizd by a corporation, it shall be sz
duly eppointed under a powsr of attornay.
2, ihe appointment shall be invalid unlez: the parceniags of the holding to be
3 Dnc-:luu or cthar governing body autharize such person =z it
Company’s Ariiclzz of Azsociation.
oeiss musl be d‘:pr-aitcd al he Cornpany’s Regisiarzd Offics, Tenaga [lasionzl Barhizd
200 Huala Lumr»un not 1ess than {orty-cighi (42) hours belore ihe tims g3t jor the Mesting.

Stamp










