Item # 3 Business                                                                                                                                   Glow Energy Public Company Limited

 
3.1 
History

Glow Energy Public Company Limited (or “Glow Energy Plc.” or “the Company”), together with its subsidiaries, is one of the largest private electricity generators and provider of industrial utilities in Thailand, with operations in Thailand and The Lao People’s Democratic Republic  (or “Lao PDR”). We operate Independent Power Producers (or “IPP”) and cogeneration facilities, most of which operate as Small Power Producers (or “SPP”) under Thailand’s SPP program. Our core business is to produce and supply electricity to the Electricity Generating Authority of Thailand (or “EGAT”), and to produce and supply electricity, steam, processed water and chilled water to industrial customers in the Map Ta Phut Industrial Estate (or the “MIE”), other industrial estates in the immediate vicinity of the MIE (together, the “MIE Area”), and Siam Eastern Industrial Park (or “SEIP”) in Pluak Daeng, Rayong.

Glow Energy Plc. was incorporated as “The Cogeneration Public Company Limited” (or “The Cogeneration Plc.”) in October 1993. SUEZ Tractebel S.A., currently subsidiary of GDF SUEZ S.A. (GDF SUEZ S.A. and its subsidiary collectively referred to as “GDF SUEZ”), acquired its initial interest in Glow Company Limited. (or “Glow Co., Ltd.”) in September 1997 and in Glow Energy Plc. in November 2000, after which the latter was de-listed. In December 2004, the Company’s majority shareholders adjusted their internal shareholding structure by acquiring shares of Glow Co., Ltd. Under the new structure, Glow IPP Company Limited (or “Glow IPP”), Glow SPP 1 Company Limited (or “Glow SPP1”) and Glow Demin Water Company Limited (or “Glow Demin”) became the Company’s subsidiaries. 

In 2007, we formed two holding companies and one operating company: Glow IPP 2 Holding Company Limited (or “Glow IPP 2 Holding”), Glow IPP 3 Company Limited (or “Glow IPP 3”), and GHECO-One Company Limited (or “GHECO-One”). Glow IPP 2 Holding and Glow IPP 3 are holding companies. GHECO-One is an operating company. The principal business of these companies is the development and operation of power generation projects in Thailand. 

In September 2008, GHECO-One signed a long-term power purchase agreement with EGAT and started construction of a 660 MW coal fired project located in MIE. Glow Group owns a 65 percent stake in this project; Hemaraj Land and Development Public Company Limited. (or “Hemaraj”) owns the remaining 35 percent stake. 


  
In May 2009, Glow Co., Ltd acquired a 49 percent stake in Houay Ho Thai Company Limited (or “HHTC”) and a 55 percent stake in Houay Ho Power Company Limited (or “HHPC”) from GDF SUEZ. HHTC is a holding company with a 25 percent stake in HHPC. Therefore, we effectively hold a 67.25 percent stake in HHPC. HHPC owns and operates a 152 MW hydro power plant in Attapeu province, Lao PDR.

In July 2011, the Company acquired 100 percent stake in Thai National Power Company Limited (or “TNP”) from International Power Plc. (or “IPR”), our current major shareholder at that time, which    later became 100 percent owned by GDF SUEZ. TNP holds 100 percent stake in 2 subsidiaries; Thai National Power 2 Company Limited (or “TNP 2”) and Rayong National Power Company Limited (or “RNP”). TNP, TNP 2, and RNP recently changed their names to Glow SPP 11 Company Limited (or “Glow SPP 11”), Glow SPP 12 Company Limited (or “Glow SPP 12”), and Glow SPP 13 Company Limited (or “Glow SPP 13”) respectively in December 2011. Glow SPP 11, Glow SPP 12, and Glow SPP 13 operate gas-fired cogeneration facilities generating and supplying electricity to EGAT under SPP scheme and electricity and chilled water to industrial customers in SEIP (located in Pluak Daeng, Rayong).
In the fiscal year ending 31 December 2012, the Company and its subsidiaries generated incomes totaling THB 59,072.8 million divided as follows: electricity generation totaling THB 49,632.2million; steam supply totaling THB 7,160.8 million; industrial water supply totaling THB 410.8 million; and other incomes totaling THB 2,530.4million. The net profit as of 31 December 2012 was THB 5,559.6 million, with total assets totaling THB 129,618.9million, total liabilities totaling THB 86,671.3 million, and total shareholders’ equity totaling THB 42,947.6 million.

The following diagram displays our current organizational and ownership structure

as of 31 December 2012:


Note:
1) GDF SUEZ holds its interest in Glow Energy Plc. through its two wholly-owned subsidiaries, GDF SUEZ Energy (Thailand) Co., Ltd., which holds a 44.11 percent in Glow Energy Plc. and GDF SUEZ Energy Asia Turkey and Southern Africa B.V. (or “GDF SUEZ ATSA”), which holds a 25.00 percent in Glow Energy Plc.
2) Glow SPP 11, Glow SPP 12 and Glow SPP 13 are formerly known as TNP, TNP 2 and RNP respectively.
The following timeline is of key events in Glow Energy’s history and development

	October 1993:
	Glow Energy incorporated under the name “The Cogeneration Public Company Limited”. 

	February 1996:
	The Cogeneration Plc. listed on the Stock Exchange of Thailand (or “SET”).

	April 1996:
	The Cogeneration Plc.’s cogeneration plant began initial commercial operation. 

	September 1997:
	GDF SUEZ formed a joint venture with Hemaraj, in which each party shared a 50 percent stake in Glow Co., Ltd.  (Formerly known as H-Power Company Limited). At the time, H-Power owned 100 percent of Glow SPP 1 (formerly known as Industrial Power Company Limited) and 51 percent of Glow IPP (formerly known as Bowin Power Company Limited). 

	February 1998:
	Glow SPP 1’s 124 MW cogeneration plant began commercial operation. 

	March 1999:
	The Glow SPP 2 / Glow SPP 3 hybrid plant began commercial operation. 

	May 1999:
	Glow Co., Ltd. acquired the remaining 49 percent stake in Glow IPP from International Generating Company Limited., increasing its interest to 100 percent. 

	June 2000:
	GDF SUEZ  increased interest in Glow Co., Ltd. to 75 percent. 

	2000-2004:
	GDF SUEZ  progressively increased its interest in Glow Co., Ltd. to 100 percent in a series of transactions involving the indirect sale of a 5 percent stake in Glow IPP to Hemaraj.

	November 2000:
	GDF SUEZ acquired a 62 percent stake in The Cogeneration from Sithe Pacific Holdings Limited. 

	February/March 2001:
	GDF SUEZ increased its shareholding in The Cogeneration to 99 percent by purchasing Banpu’s shares and conducting a tender offer for the remaining outstanding shares. 

	August 2002:
	The Cogeneration’s shares delisted from the SET. 

	January 2003:
	Glow IPP’s 713 MW plant in Hemaraj Chonburi Industrial Estate (or “CIE”), Bowin  began commercial operation. 

	May 2003:
	Company name changed from The Cogeneration Public Company Limited to Glow SPP Public Company Limited.

	December 2004:
	Glow SPP Public Company Limited (or “Glow SPP Plc.”) acquired 100 percent of Glow Co., Ltd. from GDF SUEZ.


	February 2005:
	Company name changed from Glow SPP Plc. to Glow Energy Plc.



	April 2005:
	Glow Energy Plc. listed shares on the SET.



	September 2008
	Signed Power Purchase Agreement with EGAT and started construction of GHECO-One project in October 2008.



	May 2009

November 2010
	Glow Co., Ltd. acquired 49 percent stake in HHTC and 55 percent stake in HHPC from GDF SUEZ S.A. subsidiaries.

Glow Energy’s 115 MWeq coal-fired plant (CFB 3) started commercial operation.


	December 2010
	SUEZ-Tractebel Energy Holding Cooperative U.A. was merged with GDF SUEZ Energy Asia, Turkey and Southern Africa B.V. holding 25 percent in Glow Energy.


	February 2011
	GDF SUEZ merged its Energy International Business with International Power Plc. (or “IPR”). Stake of Glow Energy held by GDF SUEZ is part of the merger. After the combination, GDF SUEZ holds 70 percent of enlarged IPR

	July 2011
	Glow Energy Plc. acquired 100 percent stake in TNP, which holds 100 percent stake in TNP 2 and Glow RNP.



	July 2011
	Glow Energy Plc. entered into Joint Development Agreement with Hemaraj, and established Glow Hemaraj Wind Company  Limited (or “Glow Hemaraj Wind Project”), which the Company holds 49 percent stake, in order to develop a wind farm project in Chaiyaphum province. 



	September 2011
	Glow Energy’s 382 MWeq gas-fired cogeneration plant (Phase 5) started commercial operation.



	October 2011
	Glow Energy Plc. started construction of 1.55 MW PV solar plant in Asia Industrial Estate (or “AIE”), Banchang, Rayong, with expected  start of commercial operation in 1 August 2012.



	November 2011

	Glow Energy Plc. entered into Joint Development Agreement with Global Green Energy Company Limited (or “Global Green”), in order to develop a wind farm project in Nakorn Ratchasima province.



	December 2011
June2012



	TNP, TNP 2, and RNP changed names to Glow SPP 11, Glow SPP 12, and Glow SPP 13 respectively.
GDF Suez completed buyout of the minority shareholders of IPR.



	August 2012
	GHECO-One’s 660 MW coal-fired IPP plant started commercial operation.



	August 2012
	Glow’s 1.55 MW PV-Solar plant started commercial operation.



	December 2012
	Glow SPP12’s 110 MW gas-fired cogeneration plant started commercial operation.



	
	


Although separate companies within our corporate group own our key operating assets, we maintain a single, coordinated management structure for all of our group’s companies and assets. This allows us to effectively monitor and coordinate our production facilities’ operations. 

GDF SUEZ, one of the leading energy providers in the world, is headquartered in Paris, France with energy-related businesses throughout North America, Latin America, UK-Europe, Australia, Asia and Middle East, Turkey & Africa (META). Our company is part of GDF SUEZ Energy International business unit. 

GDF SUEZ activities are divided into five operational business lines in energy and one in environment: 

· Energy Europe 

· Energy International

· Global Gas & LNG 

· Infrastructures  

· Energy Services 

· SUEZ Environment 

3.2 
Business


3.2.1 
Overview

Glow Energy Plc. and its subsidiaries are one of the largest private electricity generators and providers of industrial utilities in Thailand. We operate Independent Power Producers (“IPP”) and cogeneration facilities, most of which also operate as Small Power Producers (“SPP”) under Thailand’s SPP program. Our core business is to produce and supply electricity to EGAT, and to produce and supply electricity, steam, processed water and chilled water to industrial customers in the MIE, MIE Area and SEIP. 


 
We have operated in Thailand since 1993. Our six principal production facilities are located in the industrial eastern seaboard of Thailand in Rayong and Chonburi Provinces. We also own hydroelectric plant in Lao PDR’s Attapeu Province. As of December 31, 2012, we had a total generating capacity of 3,188 MW of electricity, 1,206 tons per hour of steam, 5,482 cubic meter per hour of processed water and 3,400 refrigerated ton per hour of chilled water.  

Electricity generation and sales are the most important components of our business, accounting for 84.0 percent of total revenues in 2012. The generation and sale of steam is also a significant part of our business, accounting for 12.1 percent of total revenues in 2012. We currently own and operate eight principal production facilities. Their operating characteristics as of December 31, 2012, are:

·  
Glow IPP plant: Located in the Hemaraj Chonburi Industrial Estate (CIE), 713 MW of electrical generating capacity;
·   
Houay Ho hydroelectric IPP plant: Located in Attapeu Province, Lao PDR., 152 MW of electrical generating capacity; 

· 
GHECO-One plant: Located in the Map Ta Put Industrial Estate (MIE), 660 MW of electrical generating capacity.
·  
Glow Energy cogeneration plants (Phase 1&2): Located in the Map Ta Phut Industrial Estate (MIE), 281 MW of electrical generating capacity; 550 tons per hour of steam; and 2,520 cubic meters per hour of processed water;

·  
Glow SPP 1 cogeneration plant: Located in the Hemaraj Eastern Industrial Estate (EIE) 124 MW of electrical generating capacity; 90 tons per hour of steam; and 190 cubic meters per hour of processed water;

·  
Phase 3 cogeneration plants: Located in the Map Ta Phut Industrial Estate (MIE). The complex consists of; 

· Glow SPP 2/ Glow SPP 3 plant: 513 MW of electrical generating capacity; 190 tons per hour of steam; and 150 cubic meters per hour of processed water;

· Glow Energy Phase 4 plant: 77 MW of electrical generating capacity; 137 tons per hour of steam and 2,050 cubic meters per hour of processed water;

· Glow Energy CFB 3 plant: 85 MW of electrical generating capacity; 79 tons per hour of steam;
· Glow Energy Phase 5 plant: 328 MW of electrical generating capacity; 160 tons per hour of steam.
·  
Pluek Daeng cogeneration plants: Located in the Siam Eastern Industrial Park (SEIP), consisting of;
· Glow SPP 11 plant: 120 MW of electrical generating capacity; 2,200 refrigerated tons of chilled water; 

· Glow SPP 13 plant: 23 MW of electrical generating capacity;

· Glow SPP 12 plant: 110 MW of electrical generating capacity; 1,200 refrigerated tons of chilled water.

· Glow Energy Solar plant: Located in Asia Industrial Estate (AIE), 1.55 MW electrical generating capacity by Photovoltaic technology (solar cells). 


In 2012, we had total revenues of Baht 59,072.8 million and a net profit of Baht 5,559.6 million. As of December 31, 2012 we had total assets of Baht 129,626.1 million.
3.2.2 
Expansion and Potential Expansions

 We started the construction of new electricity generating facilities in 2007 and 2008 in order to meet our customers’ increasing demand for electricity and stem in the MIE area. These plants being Glow Energy CFB 3 and Phase 5 were completed in 2010 and 2011 respectively. 

In October 2007, Glow Energy Plc. submitted a proposal to the Ministry of Energy under the IPP Solicitation of 2007-2011 for a new 660 MW coal fired plant to be located in the MIE. It is designed to sell all of its capacity to EGAT under the IPP Program.  In 2008 we obtained the necessary licensing and financing for the project, and signed long term PPA with EGAT. The construction of the facility started in the middle of 2008 and commercial operation started in August 2012.

In April 2009, we submitted a proposal to the Government of Lao PDR. (GOL) to conduct a feasibility study for the development and implementation of a hydroelectric powerplant. The plant is planned to be located in the lower Xepian River in Laos’s Attapeu Province, and to have a net generating capacity of approximately 100 MW. In December 2009, the GOL invited us for negotiations on the terms of a Memorandum of Understanding, under which the GOL would give exclusive rights to HHPC to conduct the feasibility study. If the results are positive, negotiations regarding the terms of a concession for implementation will follow. The MoU was signed in March 2010, granting us exclusivity to conduct and complete the feasibility study. The MoU has been extended and the feasibility study report  was submitted to GOL in 2012. Our tentative plan is for the plant to achieve commercial operation in 2016, if the project is assessed to be feasible.

In July 2011, we acquired from our mother company Glow SPP 12, a cogeneration project under construction. The cost of the Glow SPP 12 project is approximately USD 126 million. It has a net electrical generating capacity of 110 MW, and capability to 1,200 refrigerated tons per hour of chilled water. The construction of the facility started in 2010 and started commercial operations in December 2012.

3.3  
Business strategies

Our vision is to optimize profitability through operational excellence and value-creating growth in Thailand and neighboring countries. We have crafted a business strategy that takes into account four perspectives: commercial, operational, financial and human resources. 

We have balanced our short- and long-term objectives to create a well-defined set of priorities and action plans. For our existing operations, this involves enhancements in utilization, efficiency and reliability of existing generation units and distribution networks. This will assist us in reducing overall costs and improving profit margins. We also place strong emphasis on the timely completion of new facilities within their respective budgetary frameworks, optimizing capital costs, and strengthening internal reporting systems and procedures. We are also focusing additional resources on sustainable growth in the areas of renewable energy. With the assistance of GDF SUEZ, we will continue developing a highly motivated and competent team of Thai managers and workers to support these efforts.  

3.3.1  
Commercial Perspective

From a commercial perspective, we are focused on: (a) growing our core business; (b) proactively managing client relationships; (c) optimizing fuel costs and securing fuel supply; and (d), maintaining and enhancing our local knowledge and relationships.  

(a) 
Pursue growth of our core business
We intend to grow our core business by simultaneously increasing our capacity to meet growing industrial demand for electricity and steam, and by positioning ourselves to compete successfully for opportunities to install new generating capacity in Thailand. 

Our new gas-fired cogeneration units with a net capacity of 382 MWeq in MIE and 110 MW with 1,200 RT of chilled water in Pluak Daenghave been put in operation in September 2011 and December 2012 respectively. 

The Ministry of Energy has also awarded us a concession to build and operate a 660 MW coal fired plant under the IPP program. This Plant began commercial operations in August 2012.
In addition to these projects, we are also considering other opportunities to expand our IPP Business in Thailand and Laos. It is also our intention to continue to grow our cogeneration business by seeking new high-value industrial customers while simultaneously growing to meet the demand of existing customers, both in Thailand and South East Asia. 

To achieve this, we will focus on maintaining and enhancing our operations, providing reliable and high-quality services to existing customers, meeting all obligations under the EGAT power purchase agreements, and strengthening our institutional relationships within Thailand (including regulators). It is our belief that this will put us in a favorable position to bid for new electricity generation projects in Thailand and neighboring countries in the future. 
(b)
Proactively manage industrial customer relationships

Our industrial customer base is a key component of our business. The majority of our industrial customers in MIE Area are in the petrochemical industry, which relies upon a stable supply of electricity and steam to avoid start-up costs associated with interruptions that occur during production. Our service reliability sets us apart from our competitors, and has made us the electricity and industrial utility supplier of choice in our markets. In particular, we target steam and high-load electricity customers who value reliability of supply. The majority of our industrial customers in SEIP are producers of automotive and motorcycle parts. With our reliability of supply and services, all factories in SEIP are our customers.

We place a high-degree of importance on strengthening relationships with existing customers, not only by providing them with a reliable supply of electricity and industrial utilities, but also by working closely with them to better understand their needs and enhance the provision of services. To do this, we use a variety of customer service based action plans designed to improve customer satisfaction. These action plans help us to understand each customer’s respective needs, and improve supply reliability, communication, incident handling and problem solving. 

We firmly believe that customer satisfaction is the key to retaining and expanding contracts with existing customers and also acquiring new customers. 

(c)
Optimize our fuel management by reducing fuel cost and ensuring supply availability

Our business is constantly exposed to fluctuations in the price and availability of fuel (and in particular coal). The nature of our business also requires that we have fuel supply arrangements that ensure a sufficient supply of fuel at all times. We also seek to maintain prudent levels of back-up fuel supplies. Both these factors are critical to our ability to operate. 

 As such, we commit significant resources to fuel management. We are perpetually seeking opportunities to enhance our coal procurement arrangements to reduce coal and freight costs, which directly affect our profitability. To do this, we will continue to examine our open positions on fuel costs. In line with our ongoing efforts to protect against fuel price fluctuations, we entered into a hedging agreement with coal suppliers in 2011 for part of the coal to be delivered in 2012, a hedging agreement with coal suppliers in 2012 for part of the coal to be delivered in 2013, and may enter into similar hedging arrangements in the future. In addition, we also have coal supply agreements that have natural hedge to the coal index for Energy Charge under the PPAs with EGAT.
(d)
Maintain and enhance local knowledge and relationships
Our core business is to generate and supply electricity and steam to customers in Thailand, and our business strategies reflect our long-term commitment to the country. In this light, we focus substantial resources on identifying and training key individuals to lead our company into the future. We also place a high priority on strengthening our institutional relationships with EGAT, the government, related government authorities, and regulators.


3.3.2  
Operational perspective
From an operational perspective, our focus is on: (a) maintaining and improving reliability and availability and capacity utilization of generating units and distribution networks; (b) improving fuel consumption efficiency; (c) reducing operating costs; and (d), effectively managing projects under construction.  

(a)
Maintaining and improving reliability, availability and capacity utilization
Our plant capacity utilization can be improved through capacity enhancement measures as well as reducing the number of unplanned outages and days required for scheduled maintenance. We continually seek to improve our performance in all these areas through various measures, such as condition and performance monitoring, preventive and effective maintenance, and the reduction of forced outages through root cause analysis and enhanced operating procedures. 

(b)
Improving fuel consumption efficiency 

As fuel is a major cost item, fuel efficiency is an important driver of our profitability. Our aim is to continually improve operational efficiency by optimizing dispatch, monitoring the performance of critical 
equipment and work processes, optimizing the coal mixing prior to feeding to the boilers as well as energy loss monitoring and mitigation. 
(c)
 Reduce operational costs

It is our aim to minimize operational and maintenance costs without compromising plant reliability or contractual obligations to supply customers. We do this by ensuring the manner and timing at which costs are incurred is transparent and by exercising good judgment with respect to the need for those expenses. We use reliable systems and cost management procedures to ensure prudent cost management. 

Since 2010 we have entered into long-term parts agreements with the original equipment manufacturers for the supply of gas turbine parts and reconditioning services to Glow IPP and Glow SPP 1 for the next three major inspection of each generating unit (approximately 8-9 years), which helps to reduce costs. In addition we have also obtained commitment from the original equipment manufacturer of the gas turbine of Glow Energy Phase 5 to supply both gas turbine parts and inspection services for approximately next nine years. Our relationship with, and technical support from, GDF SUEZ and the increase in the number of gas turbine units owned within the group enables us to negotiate more effectively with suppliers and to source equipment and parts on competitive terms. 
In 2012, we have entered into another long-term parts and services agreement with IHI to cover the procurement of parts and inspection services scope for the three new gas turbines of Glow SPP12 plant.
(d)
Execute projects effectively 
We are, on an ongoing basis, either constructing new power plants to serve new customers’ demand, implementing projects to enhance performance, and/or constructing new distribution lines to our customers. A dedicated team of employees handles these projects in an organized and prudent manner to avoid delay, poor performance and the financial consequences thereof.

 
3.3.3
Financial Perspective
Maintain and improve our financial position

Our focus on excellence also includes financial management. We actively evaluate opportunities to minimize the weighted average cost of capital by optimizing our capital structure while reducing our exposure to financial risks. We seek to mitigate foreign exchange risks by matching the currency costs and debt service payments with the currency, direct or indirect linkage, of free cash flow. We have a prudent but flexible interest rate risk management system that is supported by the expertise of the GDF SUEZ finance departments, which assists us in determining the amount and timing of fixing interest rates. In addition, we also seek to maximize long term shareholder value by actively monitoring our cash balance in conjunction with our capital expenditure plans.
We also seek to improve our management reporting systems and procedures by enhancing the reliability of these systems, and continually perpetually reviewing and documenting the processes involved therein. To do this, we use GDF SUEZ’s proven methodology of Internal Controls referred to as the Internal Control Management & Efficiency (INCOME) Program. 
The appropriate implementation of the methodology developed for the INCOME Program ensures our Group’s compliance with GDF SUEZ’s, as well as with the laws and regulations of the jurisdictions that GDF SUEZ operates (such as France’s “Loi de Sécurité Financière” (“LSF”), United Kingdom’s Turnbull Report, European Union’s directives on internal control). 
The aforementioned laws and regulations seek to promote corporate responsibility, increase public disclosure, and improve the quality and transparency of financial reporting and auditing. They also make company executives explicitly responsible for establishing, evaluating, and monitoring the effectiveness of the company's internal control structure. (Note: Please refer to the “Internal Control” section for further details on the INCOME Program). 
3.4 
Structure of revenues 

Revenues 
We derive revenue primarily from sales of electricity to EGAT and sales of electricity, steam and clarified,demineralized water and chilled water to industrial users in the MIE Area and SEIP. The following table breaks down our revenues by source for the periods indicated:


[image: image1.emf]2010

(Baht millions) % (Baht millions) % (Baht millions) %

Revenues from Sales of Goods and Rendering of Service

  Electricity

          Sales to EGAT by IPP…………………………………………………… 11,709.2            30.9 11,466.8            27.9 19,345.6          32.7

          Sales to EGAT by SPPs………………………………………………… 8,738.9              23.1 11,270.6            27.4 15,719.4          26.6

          Sales to Industrial Customers…………………………………….. 10,488.1            27.7 11,421.8            27.8 14,567.2          24.7

                    Total……………………………………………………………………. 30,936.2            81.7 34,159.3            83.1 49,632.2          84.0

  Steam………………………………………………………………………………… 4,373.4              11.5 5,826.5              14.2 7,160.8            12.1

  Processed Water………………………………………………………………… 347.4                 0.9 373.2                 0.9 410.8               0.7

                    Total…………………………………………………………………… 35,657.0            94.1 40,359.0            98.2 57,203.8          96.8

  Other Income……………………………………………………………………. 2,221.8              5.9 725.7                 1.8 1,869.0            3.2

                         Total Revenue………………………………………………...

37,878.8            100.0 41,084.6            100.0 59,072.8          100.0

Revenues

Year Ended December 31,

2011 2012


3.5 
Competitive strengths 

We believe that our principal competitive strengths are: 

3.5.1 
Critical Scale and Reliability of Operations 


We believe that we have achieved a critical scale of operations in Thailand. Glow IPP has two electrical generators, GHECO-One has 1 electrical generators, our cogeneration facilities in MIE Area and EIE Area have an aggregate of 23 electrical generators and 19 steam generators, and our cogeneration facilities in SEIP have an aggregate of 10 electrical generators. Our size is critical to our competitiveness in MIE Area, as our cogeneration facilities in MIE Area are interconnected to provide a reliable supply of electricity and steam to our industrial customers. Our steam network is of a size that ensures a substantial reduction in the risk of supply interruption and pressure loss in the event that any one or more units fail. 

The interconnection of our facilities provides us with a number of advantages: it enables us to dispatch our lowest-cost generating units and improve the reliability of our electricity and steam supply to customers; it allows us greater flexibility to coordinate and rotate maintenance schedules; and ensures our customers greater flexibility when scheduling maintenance outages and in supplying peak start-up demand. Overall, these factors have together allowed our cogeneration facilities to maintain high reliability rates and reduce operating costs.
The acquisition of Glow SPP 11, Glow SPP 12 and Glow SPP 13 has its upside by creating synergy with existing cogeneration facilities. Both locations are in a prime industrial zone of Thailand and  less than an hour travel between the locations. Having a critical scale of operations and advantage of locations there are various synergies which can be created, such as parts sharing to reduce size of inventory, plant operations and maintenance management sharing and advantage of combined purchasing volume to gain economy of scale.


It is our assertion that our competitors cannot replicate the scale of our cogeneration operations in the near term, limiting their opportunities to grow and giving us a distinct competitive advantage. The scale of our operations also allows us to capitalize on synergies between our various businesses, including but not limited to: the presence of system redundancies that limit the risk of system of failure; the presence of economies of scale that improve profitability; more efficient spare parts management; improved operational expertise; large-scale system automation; highly qualified, trained, and experienced personnel able to carry out tasks and procedures more effectively; and leverage with regard to suppliers. 


Our size and long-term presence in the marketplace also allows us to attract a highly motivated and competent workforce that gives us key market know-how and credibility as a serious player in the Thai energy industry. We operate IPP and cogeneration facilities – most of which operate as SPPs under Thailand’s SPP program –, giving us a major presence in two distinct sectors of the Thai electricity supply market. 


Our business “footprint” in Thailand is diverse, which allows us to attract high-value commercial customers while simultaneously sustaining and increasing cooperation with public sector customers in Thailand. Additionally, our full or near-full ownership and sole operational control of our key assets enables us to control strategic business decisions and react quickly and in a coordinated manner to market developments. We are confident that these factors place us firmly in a position to acquire new business in the future. 
3.5.2  
Strategic location and assets
(a) The MIE Area
In addition to a critical scale of operations, the location and concentration of our assets also provides us with a key competitive advantage. We are the principal private electricity supplier in the MIE, which is the largest and most important industrial estate for petrochemical companies operating in Thailand, and one of the largest industrial utilities suppliers in the MIE Area. 

We operate a centralized utility park that enables us to apply strategic resources in a focused manner reflected in operational strengths. Our presence in the MIE Area provides us with an established business presence in a key commercial area of Thailand. This has generated a number of significant opportunities to develop important business relationships with some of Thailand’s largest companies. 

Our facilities are located centrally within the MIE and are surrounded by several key petrochemical producers. We have a supply infrastructure that connects our facilities to clients via an underground electrical network as well as an above-ground steam pipe network. 

Our assets are also diversified. We operate both gas- and coal-fired generating units; sell to industrial customers as well as to EGAT; sell material amounts of both electricity and steam; and operate IPP, SPP and non- SPP cogeneration facilities. Together, this diversified portfolio of products, customers and plants ensures our long-term competitiveness as a major player in the Thai energy supply market.

(b) The SEIP Area
The SEIP Area is located in industrial estate with high concentration on automobile and motorcycle parts manufacturing. Our advantage is that we are the only private utilities supplier in SEIP Area. We own generating units, power transmission lines and chilled water distribution pipeline. Any expansion of existing industrial users and/ or new clients will likely choose our reliable utility supply.

3.5.3 
Established track record as a reliable supplier focusing on customer satisfaction

Having operated in Thailand since 1993, we have an established reputation as a reliable provider of electricity and steam. Reliability of supply is particularly important to our industrial customers, especially in the petrochemical industry. As such, we focus on developing and constantly improving our supply reliability to differentiate ourselves from our competitors. For example, our generating park in the MIE Area is centralized and interconnected. We also have a dedicated transmission network. Our reliability of supply to industrial customers is further enhanced through the implementation of critical redundancies and underground cabling for electricity customers. 

We also pride ourselves on providing a high level of customer service to clients, as we see customer satisfaction as a key driver to retaining and increasing business with existing clients, as well as 
acquiring new clients. We believe our track record of solid performance, particularly with industrial customers in the MIE Area and SEIP, has strengthened our reputation.

That our core business is the generation and supply of electricity and steam helps differentiate us from our competitors, many of whom have a broader scale of operations and lack our specialization. This allows us to focus management resources on business development and operational excellence in a manner that our competitors cannot, while simultaneously capitalizing on support from IPR and GDF SUEZ, which is also principally engaged in the supply and production of electricity and industrial utilities.  
3.5.4 
Relationship with GDF SUEZ 
As a subsidiary of GDF SUEZ, a worldwide group whose expertise spans most major areas of the global electricity and gas industries, we have access to their critical experience and technical know-how. This allows us to capitalize on, and benefit from, group-wide relationships. 

We have formalized certain aspects of this relationship in a Support Service Agreement that Glow Group signed with a wholly-owned subsidiary of GDF SUEZ which, among other benefits, provides us with access to control, operational and project consulting support from GDF SUEZ. We have also signed a separate agreement with GDF SUEZ in which it has agreed not to compete directly with us in Thailand’s electricity generation sector. 

As GDF SUEZ’s sole vehicle for investment in the electricity generation business in Thailand, we believe that we will continue to benefit from this relationship going forward, under the terms of these agreements and otherwise. 

3.5.5  
Stability of revenues and cash flows
For MIE Area, most of our electricity and steam sales are made under long-term sales contracts with durations of approximately 15 years for industrial customers, and between 21 to 25 years for sales to EGAT. Although we had some contracts with industrial customers with original term have already expired or due to expire over the next few years, we have been able to extend majority of those agreements for additional 10-15 years term. Thus, only about 5 percent of our current MWeq sold to industrial customers in MIE Area will expire between 2013 and 2014. For the electricity and chilled water supply contracts with industrial customers in SEIP, approximately two third of our contracted capacity has the term that will be ended in 2016 and the rest of the contracted capacity has term that will be ended in 2023. 

The EGAT power purchase agreements expire between 2017 and 2037 for SPPs and in 2028 for Glow IPP. The EGAT power purchase agreement with GHECO-One will be expired in 2037. This provides our business, as a whole, an element of stability and predictability that affords us some level of insulation from competition. 
In addition and as previously noted, most of our industrial customers are in the petrochemical industry and, due to the nature of petrochemical production processes, have relatively high load factors and stable levels of demand. 
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		Revenues

				Year Ended December 31,

				2010				2011				2012

				(Baht millions)		%		(Baht millions)		%		(Baht millions)		%

		Revenues from Sales of Goods and Rendering of Service

		  Electricity

		          Sales to EGAT by IPP……………………………………………………		11,709.2		30.9		11,466.8		27.9		19,345.6		32.7

		          Sales to EGAT by SPPs…………………………………………………		8,738.9		23.1		11,270.6		27.4		15,719.4		26.6

		          Sales to Industrial Customers……………………………………..		10,488.1		27.7		11,421.8		27.8		14,567.2		24.7

		                    Total…………………………………………………………………….		30,936.2		81.7		34,159.3		83.1		49,632.2		84.0



		  Steam…………………………………………………………………………………		4,373.4		11.5		5,826.5		14.2		7,160.8		12.1

		  Processed Water…………………………………………………………………		347.4		0.9		373.2		0.9		410.8		0.7

		                    Total……………………………………………………………………		35,657.0		94.1		40,359.0		98.2		57,203.8		96.8



		  Other Income…………………………………………………………………….		2,221.8		5.9		725.7		1.8		1,869.0		3.2



		                         Total Revenue………………………………………………...		37,878.8		100.0		41,084.6		100.0		59,072.8		100.0
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