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Regulatory risk on Adders-based projects

Government’s committee proposes tariff reduction ...
... and cancels auto-renewals of Adders-based projects.
We expect strong resistance from the private sector

EA is the most exposed, followed by GUNKUL and BCPG

The government's committee on private power purchase issues, yesterday,

resolved to revise legacy renewable power purchase agreements (PPAs) under

the so called ‘adders’ scheme, aiming to reduce national electricity prices.

The committee proposes to cancel the 'perpetual-like' feature whereby solar
and wind projects under the Adder scheme have their contracts auto-
renewed every five years, once their 10-year Adder subsidies expire.

In place of the current auto-renewal mechanism, the committee resolves to
either: 1) Allow a final five-year renewal for projects already beyond 25 years,
or 2) cap contract life at 25 years for those yet to reach 25 years.

In addition to the more defined contract life, the offtake tariff will also be
reduced from around Bt3.5/kWh currently, which adjusts with the Ft revised
every four months. The committee aims to cut the solar tariff to Bt2.16/kWh,
benchmarked against the latest rate approved for the "Community Solar"
projects under the government's "Quick-Big-Win" policy. The reduced rate for
wind projects remains under consideration, but we expect it at Bt3.10/kWh, in
line with the latest bidding round in 2023.

We see sizeable valuation downside for these solar and wind projects, given
both lower tariff rates and shorter contract life. That said, following our
discussions with several affected companies, we foresee strong resistance
from the private sector to these potential contract changes. As such,
implementation could take time before the changes take effect.

We flag the most exposed company being Energy Absolute Pcl (EA TB,
SELL, Bt2.84), as all its renewable projects (278MW solar and 386MW wind)
are under the Adder scheme, followed by Gunkul Engineering Pcl (GUNKUL
TB, BUY, Bt4.68) with 42MW of solar and 85MW of wind projects under the
scheme, representing 21% of its operating capacity. Another name with
sizeable exposure is BCPG Pcl (BCPG TB, BUY, Bt6.95), with 133MW of
solar and 9MW of wind projects under the Adder scheme, 10% of operating
capacity.

We note this regulatory change would also be indirectly negative for Small
Power Producer (SPP) projects. This is since the tariff cut on Adder projects
would reduce the grid's total electricity cost by around Bt0.10-0.15/kWh, i.e.
the Policy Expense component of the electricity cost breakdown (Exhibit 4),
leaving room for the government to cut the tariff further, compressing SPP
margins as they would not benefit from these lower policy costs.

News Update

Ex 1: Our Rating And TP On Utilities Stocks
Rating

Price
Current
(Bt)

BCPG BUY 6.95 10.50
BGRIM BUY 18.60 20.00
BPP SELL 11.50 11.50
CKP BUY 2.46 5.00
EA SELL 2.84 1.50
EGCO BUY 120.00 130.00
GPSC BUY 46.50 48.00
GULF BUY 61.75 75.00
GUNKUL BUY 4.68 2.70
RATCH BUY 34.75 35.00
WHAUP BUY 6.70 6.50

Sources: Bloomberg, ttb wealth estimates

Ex 2: Solar Adders Exposure
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Ex 3: Wind Adders Exposure
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Source: Company data, ttb wealth estimates
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Ex 4: Thailand’s Electricity Price Component

Financial Cost
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4.15
0.20

0.51

0.17

2.23
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4.87%

12.29%

5.78%

4.09%

53.73%

19.25%

Sources: ttb wealth securities
Note: Numbers are as of 2023
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DISCLAIMER

General Disclaimers And Disclosures:

This report is prepared and issued by ttb wealth securities public company limited (ttb wealth) which is owned 99.97% by TMBThanachart Bank Public
Company Limited (TTB) as a resource only for clients of ttb wealth, TMBThanachart Bank Public Company Limited (TTB) and its group companies.
Copyright © ttb wealth securities public company limited. All rights reserved. The report may not be reproduced in whole or in part or delivered to other
persons without our written consent.

This report is prepared by analysts who are employed by the research department of ttb wealth. While the information is from sources believed to be
reliable, neither the information nor the forecasts shall be taken as a representation or warranty for which ttb wealth or TTB or its group companies or any
of their employees incur any responsibility. This report is provided to you for informational purposes only and it is not, and is not to be construed as, an
offer or an invitation to make an offer to sell or buy any securities. Neither ttb wealth, TTB nor its group companies accept any liability whatsoever for any
direct or consequential loss arising from any use of this report or its contents.

The information and opinions contained herein have been compiled or arrived at from sources believed reliable. However, ttb wealth, TTB and its group
companies make no representation or warranty, express or implied, as to their accuracy or completeness. Expressions of opinion herein are subject to
change without notice. The use of any information, forecasts and opinions contained in this report shall be at the sole discretion and risk of the user.

ttbwealth, TTB and its group companies perform and seek to perform business with companies covered in this report. ttb wealth, TTB, its group
companies, their employees and directors may have positions and financial interest in securities mentioned in this report. ttb wealth, TTB or its group
companies may from time to time perform investment banking or other services for, or solicit investment banking or other business from, any entity

mentioned in this report. Therefore, investors should be aware of conflict of interest that may affect the objectivity of this report.

Note: ttb wealth securities public company limited (ttb wealth) acts as an underwriter of “Debentures of MUANGTHAI CAPITAL PUBLIC COMPANY
LIMITED No. 3/2026 (B.E. 2569), therefore investors need to be aware that there could be conflicts of interest in this research.

Note: ttb wealth securities public company limited (ttb wealth) acts as an underwriter of “Debentures of IRPC PUBLIC COMPANY LIMITED No. 1/2026
(B.E. 2569), therefore investors need to be aware that there could be conflicts of interest in this research.

Disclosure of Interest of ttb wealth securities public company limited

Investment Banking Relationship

Within the preceding 12 months, ttbwealth has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of the securities of
the following companies: -
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