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Abstract

At present, the financial incentives using feed-in premium or adder for
investment in electricity production from hydropower is quite low and is limited to the
project with installed capacity less than 200 kW. In this study, the feed-in tariff (FIT)
scheme was proposed to be used as a financial incentive for hydropower instead of
adder. The proposed tariff was classified into different levels depending on installed
capacities, hydropower schemes, and types of connectivity to the electricity grid. Two
methods were applied to calculate the tariff. In the first method, the tariff was
calculated from the marginal capacity cost and the marginal operating and maintenance
cost in two scenarios, i.e. with and without the marginal energy cost, which in this case
was the water cost, at the internal rate of return (IRR) at 11%, 12%, 13%, and 14%. In
the first method, the avoided cost and the carbon emission cost were calculated and
considered as the social benefits. The cost of other gas emission was negligible
comparing to the cost of carbon emission. In the second method, the tariff calculation
was based on the total number of avoided cost and carbon emission cost. This amount
was later added to the electricity cost.

The findings showed that the first feed-in tariff scheme should be used
since the FIT from the second method was quite high especially for the hydropower
projects with installed capacity greater than 400 kW, which would be the burden costs
for the electricity users. In addition, it was recommended that FIT which yielded 12%
rate of return and with the water cost should be selected since the payback period was
not over eight years. When comparing the calculated amount with the overall electricity
rate and the adder from wind and solar power, the amount of FIT in the first scheme
was lower than any of the adder from wind and solar power, except for cases that had
their power production capacities less than 400 kW when the IRR was at 12% and above.

In brief, FIT should be set not to exceed 10.39 baht per kWh, 6.58 baht per
kWh and 4.46 baht per kWh for the plants that do not exceed 400 kW, between 400 kW
to 2000 kW, and more than 2000 kW to 8000 kW, respectively. This should be done by
avoiding the promotion fee in the first session. However, the investment of hydropower
that does not exceed 400 kW should be encouraged, especially within a local
administrative organization. The investors should also pay water fee to the community
so as to conserve the water and prevent the risk of the project. The proposed FIT is
more or less equal to the present electricity rate plus the adder for solar power (10.44

baht per kwh), and slightly higher than that of wind power (8.44 baht per kwWh).
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