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	-

	Progress on Thailand’s Electricity Supply Industry (ESI) Reform

 

The Government of Thailand has been and will continue to encourage private investor participation in the electricity generation sector, in the form of Independent Power Producers (IPPs), Small Power Producers (SPPs) and Very Small Power Producers (VSPPs). 
To ensure both energy security and sustainable development, Thailand, through the Ministry of Energy, is promoting alternative and new and renewable energy development with a view to reducing dependency on imported oil.  Greater use of domestic energy resources, particularly natural gas and potential renewable energy sources is being explored, and energy efficiency measures are being intensified.

· Power Purchase from Private Sector Producers

One major supportive approach introduced by the Ministry of Energy is the establishment of the additional power purchasing price, or “Adder,” apart from the normal power purchasing rates for power generated from renewable energy by both VSPPs and SPPs.   The provision of adders will be for a period of 7 years as from the Commercial Operation Date.  The amounts of adders vary, depending on the technology used, as the following table.

Energy Type

Adder

Baht/kWh(cent/kWh)

Biomass

Capacity  ≤ 1 MW

0.50  (1.47)

Capacity  > 1 MW

0.30  (0.88)

Biogass

Capacity  ≤ 1 MW

0.50  (1.47)

Capacity  > 1 MW

0.30  (0.88)

Small Hydro

50 kW ≤ Capacity  < 200 kW

0.80  (2.35)

Capacity  <  50 kW

1.50  (4.41)

Municipal Wastes

Anaerobic processor sanitary land fill

2.50  (7.35)

Thermal Process

3.50  (10.29)

Wind Turbine

Capacity  ≤ 50 kW

4.50  (13.24)

Capacity  > 50 kW

3.50  (10.29)

Photovoltaic

8.00  (22.86)

 (Foreign Exchange Rate: 34 THB/USD)

NEPC had a resolution on December 26, 2006, that The Electricity Generating Authority of Thailand (EGAT) increased its purchased electricity from SPPs from 3,200 MW to 4,000 MW. The major constraints are their sites and capacity of transmission system. The total capacity of SPPs, as of June 2010, was 2,092 MW. 

Regarding PDP 2010, renewable energy and cogeneration SPPs and VSPPs were the first priority in future planting up. Power generation from renewable energy in 2010-2022 was in line with the Alternative Energy Development Plan 2008-2022 (the 15 Years AEDP). Thereafter, their energy generation was set to not less than 5% of total energy requirement as predicted by distribution power utilities. The capacity and commissioning schedule of cogeneration SPPs was according to the purchasing progress in 2010-2014 (1,604 MW), the NEPC’s resolution on 24 August 2009 in 2015-2021 (2,000 MW) and the agreed capacity in 2022-2030 (3,400 MW), and the total capacity of cogeneration VSPPs in PDP 2010 was 113 MW.

As of June 2010, the total contract capacity of IPPs was 12,152 MW. The total contract capacity of new IPPs as specified in PDP 2010 was 4,400 MW, consisting of 1x660 MW GHECO-ONE Co., Ltd., 2x800 MW Siam Energy Co., Ltd., 4x135 MW National Power Supply Co., Ltd. and 2x800 MW Power Generation Supply Co., Ltd., commissioning in 2011-2014. 

  
Development in the Thai Energy Sector
· Promotion of Natural Gas Vehicles (NGV)
Utilization of natural gas is being intensified in the transportation sector, which is the largest oil consumption sector.

Current Status as of June 30, 2010:

· Number of Filling Station: 480 

· Number of Vehicle : 187,741 (Gasoline Vehicle @ 138,424, Diesel @ 30,892, OEM 18,425)

· Natural Gas Consumption as of June 2010 =: 181 mmscfd Incentives:

· Provide a financial package for NGV Conversion.

· Import tax exempt for trucks and buses (both CBU and CKD) till the end of 2011. 

· Excise Tax Reduction for NGV OEM Vehicle from 30% to 20%.

· License Plated Tax Reduction.

 
 
· Expansion of Natural Gas Transmission System – Pipeline Master Plan 3
To accommodate the increasing natural gas demand, the existing  natural gas pipeline is being expanded

· Installation of a Compressor Station on PTT Riser Platform (“PRP”), commence delivering gas in 2011 Q4.
· Construction of the 4th onshore gas pipeline system,
(1)  13 kilometer parallel lines connecting LNG terminal to   the existing pipeline system in Rayong province commence delivering gas in mid-2011,

(2)  300 kilometer pipeline, from the LNG terminal in Rayong province to the existing pipeline in Saraburi province, commence delivering gas in 2013.

· Installation of a new unit in the existing Compressor Station on the Western pipeline system, expected to be completed in 2013.

Furthermore, two new onshore pipelines will be constructed to accommodate the growth of new SPPs, which are planned for 5,420 MW during 2015-2030 in PDP2010.

(1) 220 kilometer pipeline from Ayuthaya province to Nakornsawan province.

(2) 150 kilometer pipeline from Saraburi province to Nakornratchasima province.
· When the pipelines and the compressors are completed as planned in the Pipeline Master Plan 3 (Revision), the pipeline network capacity will be increased from the current 4.5 Billion cubic feet per day* to cover 7.1 billion cubic feet per day*.
(Remark:*including the Capacity to Chana)

· Plan for LNG Procurement

The plan for LNG procurement from foreign sources has been developed to ensure adequate gas supply in the long term.  The LNG Receiving Terminal will be located on the eastern coast at Map Ta Phut Industrial Estate in Rayong province.  The construction is expected to complete in middle 2011, with initial capacity of around 5 million tons per year.  LNG imports are expected from 2011 onwards.

· Promotion on the Use of Biofuels
In order to cope with the unstable supply of world crude oil and oil price hikes, renewable energy and alternative fuel development have been intensified with a view to reducing dependency on petroleum fuels of the economy.

 

· Gasohol

The Thai government promotes the application of gasohol, which is the mixture of ethanol and gasoline at a ratio of 1:9 (E10).  In order to motivate consumers to switch to use gasohol so as to reduce oil consumption and hence reduced oil import, the government has introduced the pricing measure to reduce retail prices of gasohol.  The price gap between gasoline and gasohol may vary in accordance with the government policy and oil price situations.  The mechanism in use now is the setting of different contribution rates to the Oil Fund and the Energy Conservation Promotion Fund, imposed on each petroleum product.

The demand of gasohol increases from an average of 3.5 million litres per day in 2006 to 6.1* million litres per day in December 2007, an increase of 31.5%* (* preliminary figures).

In order to facilitate and promote the production and distribution of fuel ethanol, the government has approved (on 12 December 2006) the liberalization of the establishment of fuel ethanol production plants and fuel ethanol distribution.  The investment promotion for fuel-ethanol production plants is also given via the Board of Investment of Thailand.

Currently, the ethanol price that oil traders buy from domestic ethanol producers is based on the FOB ethanol price of the Brazil Commodity Exchange, in Sao Paolo, Brazil.

There are 8 domestic ethanol plants in operation, with a total production capacity of 1.05 million litres per day while the actual production is at 0.69 million litres per day.

Oil trader companies and automobile manufacturers have guaranteed the use of gasohol and information about the automobile models that can use gasohol has been publicized.

 

· Biodiesel Development

The distribution volume of biodiesel “B5,” or the blending of biodiesel (B100) at a ratio of 5% with the high-speed diesel (HSD), has sharply increased from 0.12 million litres per day in 2006 to 3.47 million litres per day in December 2007, which is more than 10 folds.  The retail price of B5 is cheaper than HSD at 1.00 Baht (2.94 US cents) per litre (as of December 2007).

In April 2007, with a view to improving the HSD quality, the government approved the voluntary blending of biodiesel (B100) at a maximum rate of 2% by volume (called “B2”).

The sale of B2 will be mandatory nationwide from 1 February 2008 onwards, which is advanced 2 months ahead of the initial schedule.

As of November 2007, there are 8 domestic biodiesel producers, with a total production capacity of 1.5 million litres per day while the actual average production (as at October 2007) was 349,700 litres per day. The Ministry of Agriculture and Cooperatives has been putting efforts to increase the palm plantation areas by 2.5 million rais per year.

(1 rai = 0.16 hectare).

The Ministry of Energy has coordinated with the Bank for Agriculture and Agricultural Cooperatives to speed up loan authorization to farmers.

· Petroleum Concession Bidding

· 19th Petroleum Concession Bidding Round

The Ministry of Energy announced the 19th Petroleum Concession Bidding Round in July 2005.  The bid round was open for one year, i.e. from July 2005 to June 2006.  As at the end of the bidding round, approvals (in batch, starting from January 2006 up to April 2007) have been granted for a total of 16 concessions for 21 exploration blocks: 9 onshore, 9 offshore in the Gulf of Thailand and 3 offshore in Deep Andaman Sea.

· 20th Petroleum Concession Bidding Round

On 23 May 2007, the 20th Bidding Round was announced by the Ministry of Energy, for 65 exploration blocks: 56 onshore blocks and 9 offshore blocks in the Gulf of Thailand.  The bid round is open for one year.

· Promotion of Energy Efficiency

To encourage economical and efficient use of energy, especially in the industrial and household/commercial sectors, various measures have been implemented, for example:

· Energy-saving Labeling No. 5 (highest efficiency level) for 10 electric appliances, i.e. refrigerators, air-conditioners, compact fluorescent lamps, electromagnetic ballast, electric fans, automatic rice cookers, lighting fixture, T5 , electronic ballast  and double-oscillating fan   which is expected to reduce peak demand about 100-150 MW/year. In addition, EGAT’s energy saving target on the Energy-saving Labeling No.5 project is around 500-700 GWh/year during 2010-2015. The reduction in peak demand and energy saving are mainly due to the revision in the target of T5 program.
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· Promoting the use of new thinner tube-T5 (28 W) to replace T8 (36 W), with the targeting of 18.5 million lamps replacement by 2013 for all sectors, is expected to reduce accumulated peak demand about 175 MW. The program target is reduced due to the problems and barriers such as inconvenient retrofit process, program’s incentive removal, limitation of supply (T5) in the market, time consuming process of testing and price difference between T5 and T8. Although there is reduction in both benefit and cost, the program is cost effective.

· Initiate standby power 1 – Watt standard and labeling in potential electric appliance, i.e. television, computer screen, these programs are planned to kick off in Sep.1, 2010. In addition, air-conditioners is planned to launch in 2012. 

· Provision of the Revolving Fund for Energy Conservation Projects, Phase 2 (a low-interest loan scheme to promote energy conservation in buildings and factories).

· Income Tax Exemption – a claim for tax exemption can be made for devices that contribute to energy saving.

· Development of Nuclear Power Generation

In preparation for the increasing energy demand in the country and supporting to the national energy policy on secure and sufficient energy supply without environmental detriment.  Thailand is contemplating on the development of nuclear power generation. Since 2007, the nuclear power generation has been included in Thailand’s Power Development Plan (PDP). According to the current PDP2010, five (5) nuclear power plants of 1,000 MW will be connected to the power system in year 2020, 2021, 2024, 2025, and 2028, respectively. 

In April 2007, the National Energy Policy Council (NEPC) appointed the Nuclear Power Infrastructure Preparation Committee (NPIPC) to prepare nuclear power infrastructure establishment plans (NPIEP) and a nuclear utility plan. With advice and guidance from IAEA experts, the plan was established considering all aspects related to the introduction and implementation on nuclear power program. The NPIEP activities are divided into 4 phases as follows:

Phase 1: Pre-Project Activity Phase – 3 years (2008-2010)

· Set up Nuclear Power Program Development Office (NPPDO)

· Start infrastructure work to accommodate the NPP

· Survey potential sites for NPP construction

· Complete the NPP feasibility study

· Carry out public communication to create knowledge, understanding and public participation

Phase 2: Program Implementation Phase – 3 years (2011–2013)

· Implement NPIEP with milestones

· Establish full Nuclear Regulatory Body (NRB)

· Enact legislation and international protocol

· Select suitable sites for bidding

· Select technology qualified suppliers

· Prepare to call bids

Phase 3: NPP Construction Phase – 6 years (2014-2019)

· Fully implement  NPIEP

· Complete bidding process

· Design and engineering

· Manufacturing

· Construction and installation

· Test runs and inspection

· NPP commissioning license

Phase 4: Start NPP Operation Phase – (from 2020)

· Commercial operation

· Operation and maintenance

· Planning for expansion

· Industrial and technology development  plan

In the end of 2007, the Thai cabinet approved the NPIEP and the budget of 1,345 million baht or 40 million U.S. dollars for the NPIEP implementation in pre-project activity phase during 2008-2010. The Nuclear Power Infrastructure Establishment Coordination Committee (NPIECC) was appointed as a steering committee for this nuclear power project. The following 5 sub-committees have been appointed to assist the NPIECC with the coordination of NPIEP implementation:

1. Sub-committee on legal, regulatory system and international protocols

2. Sub-committee on nuclear power utility planning

3. Sub-committee on industrial and commercial infrastructure, technology development and transfer, and human resources development

4. Sub-committee on nuclear safety and environmental protection

5. Sub-committee on public communication and public participation

In 2011, according to the present plan, the cabinet will make a decision and approval on nuclear power project based on the results of feasibility study and information on infrastructure readiness, utility readiness, and public acceptance.
	 The Power Development Fund

Under the Energy Industry Act (2007), the “Power Development Fund” is set up as a capital to support extensive extension of electricity service provision to various localities; to develop the local communities affected by the operation of a power plant; to promote the use of renewable energy and technologies in the electricity industry operation that have less impact on the environment.

The electricity industry licensees have to deliver contributions to the Fund in accordance with the regulations prescribed by the ERC under the policy framework approved by the NEPC. The OERC shall receive, disburse, keep, manage and administer the money of the Fund separately from its operating budget, in line with the regulations made by the ERC.

 

 

 

 

 

 

 

 

 

 

 

· Natural gas (NGV) is targeted to substitute oil in transportation sector by 14% in 2014.

· At the End of 2009
· Number of Filling Station: 391 

· Number of Vehicle : 162,023 

· Avg.Natural Gas Consumption 
 2009:= 135 mmscfd

· At the End of 2014
· Number of Filling Station: 566 

· Number of Vehicle : 291,540 

· Avg. Natural Gas Consumption 2011 = 306 mmscfd

· Natural gas demand is expected to increase from 3,600 MMSCFD (1,000 btu/scf equivalent) in 2009 to 4,130 MMSCFD in 2010, or an increase of 14.7%. 

· Increasing of natural gas demand in 2011 is expected to be higher than 9%. New resources that will be on stream in 2011 are: 

· LNG-the LNG receiving terminal COD is expected in mid-2011.
· Platong II, a new pipe gas from the Gulf of Thailand-COD in late 2011 at 330 MMscfd
 

 

 

 

 

 

 

· International cooperation has been pursued with regard to biofuel development.

· The specifications of E20 have been developed, with scheduled effective date as from 1 January 2008. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

· Revised target of biodiesel (B100) utilization to be 3.03 M lt/day in 2011.

· Feb 2008: Mandatory B2 nationwide, with the demand of B100 = 1.1 M lt/day.

· 2011: Introduce B5 nationwide.

· R&D on other potential oil plants for biodiesel production, especially jatropha, will be supported.

Increase oil palm plantation. 

 

· Additional measures to promote energy efficiency, e.g. 

· Expansion of energy-saving labeling No.5 to cover all range of daily-used electric appliance, to support consumers the energy consumption information.
· the support for investment and expansion of the mass transit systems.
· Before making the final decision on the nuclear power plant construction, public consultations will be organized and a final approval from the cabinet must be obtained.


	Licensing and Qualification Requirements of Service Providers


	-
	According to the Energy Industry Act (2007), the energy industry operation will have to obtain a license from the ERC.

Existing energy industry operators, prior to the enforcement of this Act, will have to apply for a license under this Act within the time frame specified therein.

The power purchase from IPPs and SPPs is subject to terms drawn up by power purchase agreements and Grid Codes between EGAT and private firms.

 

The government promotes the establishment of SPPs to encourage cogeneration projects and the use of renewable energy in power generation.


	Current IPPs and SPPs continue to sell power under agreements with EGAT.  Private sector participants  are able to bid to produce power under the supervision of a transparent regulatory body.

  

	Foreign Entry


	No changes required.
	None
	No changes required.

	Discriminatory Treatment/

MFN


	Among the objectives of the Energy Industry Act (2007), one is to promote fairness and transparency of the service provision of the energy network systems, without unjust discrimination.

	Among the objectives of the Energy Industry Act (2007), one is to promote fairness and transparency of the service provision of the energy network systems, without unjust discrimination.
	The ERB, to be established under this Act, will regulate the energy industry operation to ensure compliance with the stipulated objectives of the Act.



	Regulation

	In addition, the Energy Regulatory Commission (ERC) has been appointed since February 2008, to oversee and regulate the electricity and natural gas industry.  The Secretary General was appointed in October 2008. The Office of the Energy Regulatory Commission (OERC) has just been established in August 2009. It is now in the process of staffing the office, which will consist of 9 divisions including energy regulation, licensing, and consumer rights protection.    A number of Regional Energy Consumer Committees are to be established.  


	· The Energy Industry Act, B.E. 2550 (2007)

Under the Energy Industry Act, B.E2550(2007), the government, via the Ministry of Energy and the National Energy Policy Council (NEPC), is responsible for the consideration and approval of policy-related matters, such as the energy procurement plans, expansion of energy transmission networks, energy diversification, including the determination of service quality standards.  On the regulatory side, the Energy Regulatory Commission (ERC)  has been established to regulate the energy business operation, pursuant to the policy approved by the government.

The ERC has, inter alia, the following authority and duties:

· Issue the licenses for energy industry operation;

· Establish measures to ensure security and reliability of the power system;

· Provide recommendations to the Minister of Energy on the power development plan, the investment plans of the electricity industry, the natural gas procurement plan and the energy network system expansion plans;

· Inspect the operations of energy industry licensees to ensure efficiency and transparency;

· Issue regulations on Customer service standards and quality, including measures to protect energy consumers against adverse impacts resulting from the energy industry operation;

· Provide comments or recommendations related to the energy industry operation to the Minister of Energy and the cabinet; and

· Promote efficient use of energy and the use of renewable energy and energy that has less adverse impact on the environment.

Further information can be obtained from http://www.eppo.go.th

	· The Ministry of Energy is commissioning the development of the bylaws/regulations/etc. under the Act.
· The ESB, comprising 7 experts, was appointed by the NEPC and endorsed by the Cabinet on 22 January 2008.
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	Chapter 3 (I) : Energy Services  
	· Promotion of Natural Gas Vehicles (NGVs)

The current NGV retail price is set at 8.50 Baht/Kg.

There are now 345 NGV service stations and 152,847 NGV vehicles.   (As of September 9, 2009) 

· The sales volume of NGV is now 139 MMCFD.


	NGV retail price will be cap at 8.5 Baht/Kg until 2008.

NGV service stations will be increased to 535 stations  and the number of NVG vehicles will be increased to 256,600 by the years 2011.

It is expected that the sale volume of NGV will be increased to 350 MMCFD by the year 2011.

Construction of 4th Pipeline is under way. This onshore pipeline system will link from LNG receiving terminal at Rayong to Kang Koi, Sarauri. Additional capacity will be 1,400 MMSCFD and expected to be in operation in 2012.




ENERGY 
 
APEC Economies, by developing and building on the 14 non-binding policy principles endorsed by APEC Energy Ministers at their Sydney meeting in 1996 which are consistent with the vision, objectives and strategic themes of the recently endorsed Future Directions Strategic Plan that will guide their work over the next five years:
 
a.                will facilitate trade and investment in the energy sector by
 
                     i.      responding to the outcomes of a current study on "Strengthening the Operational Aspects of APEC Energy Micro -Economic Reform" that will, inter-alia, inform on barriers to investment in the energy sector and how to remove the barriers.
 
                    ii.      analysing the broad economic impacts of micro-economic reform policies to deregulate energy markets.
 
                  iii.      responding as appropriate to the identification of the barriers (policy, technical, regulatory and legal) to the interconnection of power grids in APEC member economies.
 
                  iv.      actively pursuing the Implementation Strategy and considering the use of Implementation Facilitation Assistance Teams (IFAT) to assist in further reform of the energy markets.
 
                    v.      strengthening policy dialogue among member economies on important issues affecting energy markets.
 
                  vi.      supporting the APEC 21st Century Renewable Energy Development Initiative which seeks to advance the use of renewable energy for sustainable economic development and growth in member economies.
 
                 vii.      encouraging in the longer term a greater strategic input from business through the Energy Working Group Business Network (EBN).
 
b.             will seek to reduce barriers to trade created by differing energy performance test methods and energy performance requirements by supporting the establishment of an APEC Energy Efficiency Test Procedures Coordinator.
 
c.         will strengthen energy security in the region by developing and implementing an energy security initiative with the aim of improving the functioning of energy markets; energy efficiency and conservation; diversification of energy resources; renewable energy development and deployment; and enhance short term preparedness such as oil stocks and surge production of oil; and explore the potential for alternative transport fuels
