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! The government intervenes on electricity tariff

The cabinet approves electricity price cut to Bt3.99/kWh
This is against ERC’s decision to maintain it at Bt4.15
The MoE is assigned to work on cost reduction plans

This eventual cut is in-line with our view

The Prime Minister announced yesterday (1 April 2025) that the cabinet has approved a reduction in the
electricity tariff to Bt3.99/kWh for May-August 2025 round (from Bt4.15/kWh during January-April). This
is in-line with our view that the government would intervene in the tariff setting process, overriding the

Energy Regulatory Commission’s (ERC) earlier decision to maintain the tariff at Bt4.15/kWh, given its
push in bringing electricity prices down to Bt3.70/kWh.

The Prime Minister assigns the Minister of Energy to collaborate with the Energy Regulatory
Commission (ERC) and the Electricity Generating Authority of Thailand (EGAT) to reduce the
country’s electricity generation costs in order to meet the new tariff rate without requiring additional
budgetary support from the government.

The cabinet instructs the team to finalize a potential reform plan within 45 days by focusing on 1)
eliminating or reducing subsidies and perpetual power purchase contracts for renewable projects,
2) reviewing and potentially reducing availability payments (AP) and energy payments (EP) under
long-term Independent Power Producer (IPP) contracts with large-scale conventional power plants,
and 3) amending dispatch restrictions that currently compel EGAT to purchase minimum electricity
volume from some contracted power plants.

Our view: We have been anticipating the government to eventually intervene on electricity prices
given its strong commitment in lowering the tariff to Bt3.70/kWh target. This move thus bolsters our
view that policy risks remain high in Thailand’s power industry, and our negative view on the sector.

We see major small power producer (SPP) operators, B.Grimm Power Pcl (BGRIM TB, SELL,
Bt10.20) and Global Power Synergy Pcl (GPSC TB, SELL, Bt25.75) as the most impacted by this
electricity price reduction. We project their profitability to decline sequentially from 4Q24 through
3Q25F, pressured by falling electricity prices while domestic gas price is increasing.

We still believe that amendment on existing contracts, whether for renewable projects or IPPs, are
difficult to implement as they are legally binding agreements which likely fall outside the authorities
of the ministry. Any perceived default on such contracts could damage the credibility of Thai
government and undermine investor confidence in developments of other major infrastructure
projects in Thailand in the future.

Having said that, this continuing overhang is likely weigh on utilities stocks in the near-term. We
prefer companies with specific growth drivers and limited exposure on domestic power industry, i.e.
BCPG Pcl (BCPG TB, BUY, Bt6.85) on improving performance from US gas power plant and
capacity growth, and Banpu Power Pcl (BPP TB, BUY, Bt6.90) on recovering margins of US gas
power projects and coal power plants in China from a low base last year.
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