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ABSTRACT

The Metropolitan Electricity Authority (MEA) was under the
Metropolitan Electricity.Authority|Act, B.E. 2501 . The Authority took
over the operations of the Bangkok Electric Works, the Ministry of

the Interior and the Gowermment Power Station. Its objectives as stated.

in the~Acttare':

. to acquire an§ supply electric energy;

. to carry out the'business related to electric energy and
other businesses:incidental thereto, or those which are
of interest to the Metropolitan Electricity Authority.

The Authorities service areal/ comprises metropolitan Bangkok and Samut -

prakarn and Nonthburi Provinces.

Since the establishment of the MEA the number of‘customers within
the service area has‘increased éonsiderably, with' the resultant expansion
of the distribution network, In addition to expansion, network upgrading
has occurred in order to provide improved service to customers and ..
increase the systems leffcidncyl ‘and/ reliability. The'se have been financed
by internally generated funds and borrowings and not by budget contri. -°
bytions from the Government. The MEA is in“a sound findpcial situation
and currently, does noérfequire any Governmen%rfunaing;'Herver, to
maintain this position electricity tariffs have to be'perioaically
adjusted and as a result of this the MEA is criticised for seeking to
earn an excessive profit. This profit is therefore seen as the main

factor in the development of tariffs rather than cost recovery.

However, whether profit is the determining factor in setting
the tariffs is doubtful and the objective of this thesis is to establish

the effects of costs on the tariff setting process and to formulate a



financial model for the establishment of electricity tariffs. In order
to meet this objective data was collzacted from the MEA and other exter-
nal sources. This data was also analysed usihg simple, multiple and

stepwise multiple regression analysis as an additional methodology.

The statistical analysis was carried out for the years 2511 to
2526 by preparing correlations for the following
. . the correlation between sélling prices, total cost of

sales and net profit beflore interest;

. the correlation between selling prices, each component
of the cost of sales and net profit before interest;

. the correlation between changes in selling price,
changes'in the componenis of the cost of sales and

changes#in net profit before interest.

The results of this analysis were found to be:

4 for:éhe period 2511 to 2526 the major factor in deter -
mining the tariffs was the total cost of sales, which
accounted for 99.78 % of all tariff rate changes. When
studying the ‘correlation between selling price, each
component of :«costs and net profit before interest; the
the main factor was the purchase of electricity from
the Electricity Generating Authority of Thailand
(EGAT). This accounted for 99.56 % and the remaining
0.24 % consisted of the net profit before interest and

systemscontrel, expenses;

. prior to the oil crisis, during the years 2511 - 2516,
when studying the correlation between tariffs, total
costs and net profit before jdinterest; the main factor
was net profit before interest, which accounted for
84.97 % of all tariff rate changes. But when studying
the correlation between tariffs, each component of the
cost of sales and net profit before interest; the only
factor was the purchase price of power, w;th a corre -

lation of 88.23 % ;

. during the oil crisis (2517 - 2526) the total cost of



sales was the main factor in setting the tariff rates,
giving a 99.92 % correlation. When studying the
correlation between selling prices, each component of

costs and nef profit before interest; the main factor

33

was the purchase of electricity which accounted for
99.87 % of tariff chénges._The other factors wére net
profit before_interest, system control expenses,
administration and general expensés and depr;ciation,
which when added to the equation bring the total to
100.00 % 4

The relationship.studies on changes to tariff rates, cémponents
of the cost of sgles andnet/profit before interest that were made show
that changes in costs arg the major factor in tariff rates changes
rather than changes insnet/profit before interest. Therefore it is
justified to say that the méjor factor thaf effects tariff sgtting is

the cost of sale, especially the< cost of electricity from EGAT.

In the formulation of a financial.model for the establishment
of a tariff for the MEA several models were looked at. Each was cap -
able of forecasting a tariffy but the most suitable model for foreca -

sting present and future circumstances is as follows:

Selling Price Per Unit-= 5;665?49 +/3.061141 (Rprqpése'Price Per Unit)
+ 1.11397 (Net Profit before Interest Per Unit)

. The model-{is able -to forecast a-tariff, that, is closely éligned
to the MEA' s own forecasts. However, there is allimitation within this
model due to the selling price per unit being based on the average -

price of alkl customer cafegories.

In addition to the above considerations the actual tariff rate
set depends on Government policy and the borrowing or commitment of
"loan funds. These factors cannot be incorporated within the model as’

they are external to the MEA, however their effect can be very great.
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