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Power tariff,
bandwidth
cost cloud
data centres

STAYING COMPETITIVE: Sector should be
given industrial tariff £, says MDCA

N

FARAH ADILLA

KUALA LUMPUR
farah.adilla@mediaprima.com.my

I I NCERTAINTY in powetr tariff
remains a major concern
among players in Malaysia’s

data centre industry this year, as it

accounts for up to 40 per cent of
operation expenditure.

“It will be very difficult for us to
manage our business without a clear
guidance on this policy because en-
ergy cost is the single biggest op-
eration cost of a facility owner that
could be as much as 40 per cent,”
Malaysian Data Centre Alliance
(MDCA) chairman Billy Lee Kok Chi
told Business Times in an email re-
cently.

Most data centre players which
subscribed to Tenaga Nasional
Bhd’s C2 Tariff are paying RM36.50
per kilowatt hour (kWh) during peak
periods, with an additional charge of
RM45.10 per kilowatt (kW) for max-
imum demand per month during
peak periods. )

Before the tariff hike in January 1
2013, the charge was RM38.60.

Lee is also the chief executive of-
ficer of Hitachi Sunway Data Centre
Services Sdn Bhd that owns four ISO
and PCI Data Security Standard-cer-
tified data centres in Cyberjaya,
Kuala Lumpur, Shah Alam and Sun-
way. :

Lee said in order to address the
issue, MDCA has presented the case
to relevant parties with support from
Malaysia Digital Economy Corp
(MDeC) and Performance Manage-
ment And Delivery Unit (Peman-
ndu). »

“As we believe data centre is the

new manufacturer of the digital
economy, the industry should be
given the industrial tariff E which
the manufacturing industry is using
now,” he said. :
Data centres fall under the busi-
ness services National Key Econom-
ic Area of the National Transforma-
tion Programme (NTP), specifically
under the Entry Point Project 3
(EPP3) — Positioning Malaysia as a
World-class Data Centre Hub.
According to the Economic Trans-
formation Programme (ETP)
Roadmap, the data centre industry
will generate about RM24 billion in

incremental gross national income
by 2020 and create more than 13,000
jobs by establishing a world-class
data centre hub in Malaysia.

“Through this EPP, Malaysian da-
ta centres have received assistance
in obtaining various International
Data Centre Organisational Certifi-
cations, with 21 certifications issued
since 2012,” according to ETP’s
Roadmap.

The certifications include the Up-
time Institute Tier III Design Cer-
tification, LEED certification and
ISO 27001: Information security
management system.

MDeC, in a written reply, said data
centres’ power costs are being man-
aged through a combination of fac-
tors.

“Regulators such as the Energy
Commission are working hard to in-
troduce new initiatives, including
the Enhanced Time of Use (ETOU)
and Incentive-Based Regulation

(IBR) Pricing Mechanisms, which
provide greater pricing visibility for
end-users to manage their con-
sumption and thus potentially de-
livering more savings,” said MDeC.

Besides power cost, ETP Business
Services Roadmap has also high-
lighted that there will be a challenge
in bandwidth cost as the local In-
ternet’s bandwidth cost is higher
than other regional hubs, thereby re-
ducing the international competi-
tivenéss of Malaysia’s business ser-
vices companies, such as data cen-
tres and outsourcing services.

“The cost of bandwidth is a critical
enabler of business services and cen-
tral to a number of our EPPs.
Malaysia’s ability to establish itself
as a DC (data centre) hub is heavily
dependent on bandwidth cost,
which is currently twice as high as in
Singapore.

“The cost of bandwidth will also
have a significant impact on the
competitiveness of outsourcing
companies that are central to a num-
ber of our EPPs.

“Efforts to reduce bandwidth costs
will be driven by the initiatives de-
scribed within the Communications
Content and Infrastructure NKEA,”
the ETP Roadmap said.

Nevertheless, MDeC said it was ac-
tively working with Pemandu to sup-
port the industry through various
initiatives in key areas like connec-
tivity, energy and certification.

“Examples include the establish-

‘ment of the Inter Data Centre Net-

work, which provides 10Gbps links
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between participating data centres,
and collaborations with the Univer-
sity of Nottingham to provide energy
-efficiency benchmarking and con-
sultation services.

“Other industry-led initiatives in-
clude the signing of a memorandum
of agreement between MDCA and
the European Data Centre Associ-
ation that will enhance industry ex-
pertise in facility standards and as-
sist in market creation. .

“All these activities help local play-
ers become more competitive
through pursuit of new markets and
improvements in operating costs,”
said MDeC.

Meanwhile, on the claim of market
oversupply in the data centre indus-
try, MDeC said the current utilisation
rate of 70 per cent was on par with
that of other data centre locations,
such as India, Australia and even
parts of Europe and America.

“We don’t think there is a general
oversupply situation,” the lead agen-

cy for the EPP3 said.

In 2014, the data centre industry
recorded a services revenue jump of
53.6 per cent to RM795.5 million, its
highest ever since the inclusion of
the industry under the NTP in 2012.

Last year, however, total data cen-
tre services revenue only grew 4.5
per cent to RM831 million, and
missed its target of RM915 million.

The NTP annual report last year
said slowdown in global market im-
pacted the confidence of buyers
towards outsourcing their data cen-

tre activities which led to the short-
fall.

“This trend is expected to continue
this year as customers delay their
sourcing decisions due to economic
uncertainty,” the report said.

On the prospects, MDeC said this
year will see the continued imple-
mentation of the Sedenak Iskandar
Data Hub and further initiatives to
mitigate the rising costs of business,
including the enhancement of en-
ergy-efficiency solutions and expan-
sion of the Inter Data Centre Net-
work.

In October last year, Telekom
Malaysia Bhd’s (TM) wholly-owned
VADS Bhd announced that it was

building a RM130 million data centre
in Nusajaya Tech Park to cater to
growing demand for data technology
in the region.

The centre, expected to be com-
pleted in the first quarter of next
year, will house TM Iskandar Inter-
national gateway that will serve as a
regional hub in offering end-to-end
information communications tech-
nology services, cloud services via
digital marketplace as well as high-
speed broadband connectivity to
consumers in Malaysia and the
Asean region.

Besides that, MDeC said the new
subsea cables, such as Bay of Bengal
Gateway and Asia Pacific Gateway,
should also provide more options to
users and offer more competitive
network costs.

However, MDeC said like the

broader Malaysian economy, the da-
ta centre market is not spared from
the economic challenges impacting
the country and the rest of the
world.

Co-location data centres are also
being challenged by the public cloud
giants, such as Amazon Web Services
and Microsoft’s Azure Data Centre.

“As such, the year is expected to
see a continued slowdown in indus-
try growth,” it said.

MDecC said Malaysia needs to con-
tinue to encourage greater invest-
ment in international cables through
ongoing policy changes.

“At this time the international ca-
pacity landing in Malaysia is almost
entirely for domestic demand.

“In order to increase capacity com-
ing into Malaysia, greater amount of
transit traffic has to be taken on,
whereby traffic passes through
Malaysia between the Indian and Pa-
cific oceans.

“By doing so, Malaysia will achieve
the necessary economies of scale for
international capacity, thus dramat-
ically bringing down the cost of
bandwidth and Internet for every-
one,” it said.

Lee said according to an unofficial
poll between MDCA members, the
industry is expecting a 10 per cent
growth in total data centre services
revenue this year.

“We have a mixed view among
MDCA members on future growth
and prospect depending on each in-
dividual business model,” he said.
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Consolidation boosts
industry players
regional prospects

IN JULY 2015, the AIMS Group of
Companies, Southeast Asia’s leading
carrier-neutral data services
provider, announced the acquisition
of Jaring Communications Sdn
Bhd’s data centre and network-re-
lated customer assets.

Under the deal, AIMS also attained
the rights to Jaring’s [Pv4 addresses
and all its existing customers related
to data centre, broadband and ac-
cess, cloud and managed services.

The estimated total value of these
unexpired contracts was more than
RMS50 million.

Its group chief operating officer
Mohammad Azman had said in a
statement then that the acquired da-
ta centre would also leverage its
unique “carrier neutral” position to
ensure smooth service migration for
Jaring’s customers.

Jaring had been placed under lig-
uidation in May last year on High
Court order with KPMG Deal Ad-
visory Sdn Bhd tasked to head the
liquidation with the objective of se-
curing the “best deal” for Jaring and
its creditors.

Azman said the demise of the
country’s first Internet Service
Provider was a reality check on the
unhealthy state of the local data cen-
tre market then.

He said while the price wars might
seem to benefit end-customers, ‘it

was service providers and their cus-
tomers that would suffer in the long
run. “This imbalance caused by
oversupply of space in the Malaysian
data centre industry and depressed
price levels was driving out some of
the players to shut down their op-
erations.” :

However, despite the cut-throat

situation, Azman said with the right
business model, strategic position-
ing and partnerships AIMS Group
would continue to display financial
resilience and was well-positioned
to continue growing its revenue and
market share and expand its local
and regional data centre footprint.

In November 2014, Hitachi Sun-
way Information Systems Sdn Bhd
announced the acquisitions of two
privately-held Malaysian compa-
nies, namely Free Net Business So-
lutions Sdn Bhd and Powerware Sys-
tems Sdn Bhd (PWS), in strategic
investments that positioned the
Japanese-Malaysian joint-venture
company to be the powerhouse play-
er in the region’s data centre sector.

Prior to the deals, Hitachi Sunway
had a data centre business under its
Infrastructure Managed Services di-
vision that offered services and -
management, information technol- .
Ogy outsourcing managed service,
data centre design and building so-
lutions.

Malaysian Data Centre Alliance
chairman Billy Lee Kok Chi says
energy cost — the single biggest op-
eration cost — can be as much as 40
per cent.
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The AIMS Group says the demise of the couutw’s ﬁrst Imeruet Service
Provider was a reality check on the unhealthy state of the local data centre
market then. Pic from www.aims.com.my
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cater to the growing demand for data technology in the region.

An artist’s impression of VADS Bhd’s RM130 million data centre in Nusajaya Tech Park. The centre will
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