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Abstract

On April 7, 2021, in the aftermath of the very first of an annual shareholder
meeting of PTT Oil and Retail Business Public Company Limited (“PTTOR”), Mr. Pattra
(hypothetical name), Risk and Planning Division, was asked by the Vice President,
Mr. Nopporn P., to prepare an expansion plan, with which to fulfill the commitments
that the President team had made to the shareholders at the OR annual shareholder
meeting. Since the PTTOR’s IPO on 11 February 2021, this was the first time of the
annual shareholder meeting and it had been a contentious one, with the major
shareholders having expressed concern with the challenges from the COVID-19
pandemic and the Government Policy Responses and Measures toward to COVID-19
on the Company’s performance during the year 2020 and the first quarter of the year
2021. They voiced for immediate and responsive actions by the management team to
improve the Company’s performance and to ensure that the Company would be

resilient and be able to get through the challenges faced during the COVID-19 crisis.

In response to the shareholder meeting, the President had indicated that he
was going to call for the internal meeting with all the Vice Presidents and discuss about
the strategies to cope with the PTTOR’s performance that had been seriously affected
by the COVID-19. At the internal meeting, the President and the Vice Presidents
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had investigated that the major adversity resulted from the intense competition in
the oil business, the global economic recession, and the sharp decline in oil demand
especially on the aviation oil that were affected by the closure of airports,
disoperation of airlines business, and the government responses measures related to

travel restrictions.

By the end of the meeting, the Vice President of Aviation Oil Market has
assigned Mr. Pattra to be responsible for conducting the strategic plan including
management of concentration risk in order to stabilize the company’s financial
performance during the COVID-19 pandemic and projected challenges from
penetration plan to European markets. The Risk and Planning Division finds himself
genuinely content that he has been entrusted with this significant task by the Vice
President. Though he realizes that there is much to be done, and in a relatively short
time frame. He is going to prepare this specific expansion plan and to make a
presentation to the Vice President at the next scheduled meeting by the end of next

week. Therefore, Mr. Pattra determines to get started right away.

Keywords: Multinational corporation; PTTOR; International Expansion;

Geographical diversification
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“.with the current COVID-19 crisis, ever-changing
technological transformation and rapid changes of consumer
behavior, OR is facing a great challenge across all its business
sectors. As a leader of Thailand’s oil and retail businesses, OR is
relentlessly adjusting its portfolio to make greater strides beyond the
conventional oil business by employing its unique “Retailing
Beyond Fuel” business model to better serve customers’ needs in

terms of mobility and future lifestyles .”

Message from the Board of Director, PTTOR’s Annual Report 2020, p.33.

It was during the first annual shareholder meeting of PTT Oil and Retail
Business Public Company Limited (“PTTOR”) on April 7, 2021 since its shares were
publicly traded in the Stock Exchange of Thailand (SET) from February 11, 2021. The
Initial Public Offerings (IPOs) of PTTOR has gained such attention from both
institutional and individual investors that its first day price was closed at 29.25 THB
(from the IPO price of 18.00 THB). Consequently, the price continually rallied up to
36.50 THB a few days later, resulted in a double profit trading. However, during the
past month before the date of its first annual shareholder meeting, the share price
had fallen by 15 percent and closed at 31.75 THB on the day before its significant
meeting. This was a market reflection on much concern regarding the fate of Aviation
Fuel market that had been severely impacted by the policy responses toward the

COVID-19 pandemic since its first discovery in December 2019 in China.

This Teaching case was written by Assoc.Prof. Vesarach Aumeboonsuke, Ph.D., Lecturer of finance
in the International College of the National Institute of Development Administration (Thailand).
Vesarach.a@nida.ac.th. It is intended for the use of instructors who have obtained permission to use the
case study, “Retailing Beyond Fuel: The Teaching Case Study of PTTOR’s Aviation Fuel Market during the
COVID-19 Pandemic.” NIDA Cases and Teaching Notes are developed solely as the basis for class
discussion, and are not intended to serve as endorsements, sources of primary data, or illustrations of
effective or ineffective administrative or managerial practice.  Copyright © 2022 National Institute of
Development Administration and Assoc.Prof. Vesarach Aumeboonsuke, Ph.D.

To order copies or request permission to reproduce materials, call 02-727-3935 or e-mail address:
XXXX. No part of this publication may be reproduced, stored in a retrieval system, used in a spreadsheet,
or transmitted in any form or by any means — electronic, mechanical, photocopying, recording, or otherwise

- without the permission of the National Institute of Development Administration.
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With only one month after the COVID-19 initiation, it had been spreading
worldwide and been declared as a global pandemic and a public health emergency
of international concern (PHEIC), which was the WHO's highest level of alarm under
international law (World Health Organization, 2020). Amid the COVID-19 impacts, the
global and local (Thai) aviation fuel market had been adversely distressed and in
particular, it caused 90 percent decline in aviation fuel revenue of PTTOR. Perceiving
the situation as apparent evidence that illustrated the risk of market concentration,
management team had been discussing about the plan to manage PTTOR

concentration risk by geographically diversifying into the European market.

The situation has triggered the Vice President to assign task on risk
management plan to the Risk and Planning Division, Mr. Pattra to prepare the report
and the presentation on the alternative response actions that the PTTOR could
exercise. In specific, the task is expected to include concentration risk, country’s
attractiveness and risk analysis, and the international market penetration
opportunities and challenges. The report and presentation are expected to be

delivered during the internal management meeting scheduled in the upcoming week.

PTT Oil and Retail Business Public Company Limited : Overview &

Developmental Highlights
“Retailing beyond fuel - OR uplifts the petrol station
experience to be “more than just a petrol station” for consumers by
engaging a variety of retail business to fulfill every need for every

lifestyle .”

Message from the Board of Director, PTTOR’s Annual Report 2020, p. 23.

PTT Oil and Retail Business Public Company Limited (“PTTOR”) was a PTT
Group flagship company operating the oil and retail businesses in domestic and
international markets radiating from its home base in Bangkok, Thailand to its
neighborhood countries in continental Southeast and East Asia including Lao P.D.R,,
Cambodia, Philippines, Myanmar, Singapore, and China (See Exhibit 1: PTTOR

International Business). Initially, PTTOR was the core business of PTT PLC established on
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December 29, 1978 under the Petroleum Authority of Thailand Act B.E. 2521 (1987)

to operate petroleum and other related businesses with the aim to solve the second

world crisis of petroleum shortages (See Exhibit 2: The 1978 — 2020 Developmental
Highlights of PTT & PTTOR). Later, PTT was corporatized into a public company
limited under the Corporatization Act B.E. 2542 (1999) with registered capital of 20
billion THB. in the Stock Exchange of Thailand on December 6, 2001, while

maintaining the status as a state enterprise under the supervision of the Ministry of

Energy. Over the course of decades, the QOil Business under PTT PLC expanded

rapidly, and continuously created value through business chain ranged from

upstream, intermediate, downstream, to end customers (See Table 1: The Oil

Business in PTT’s Business Value Chain)

Table 1: The Oil and Retail Business in PTT’s Business Value Chain

PTT PLC Upstream Intermediate Downstream End customers
PTT stations,
Crude Oil
Logistics, Qil, LPG, Lube Transportation,
Oil Business Procurement,
Refineries Base Plant Household,
Trading
Lubricant
Exploration and  Gas Separation District Cooling
Gas Chain Industry
Production and Plants System
Natural Gas,
Infrastructure Crude and Gas Transmission Power Plants,
Electricity
Business Petroleum Pipeline NGV
Products
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Table 1: The Oil and Retail Business in PTT’s Business Value Chain (Continue)

PTT PLC Upstream Intermediate

Downstream

End customers

Petrochemical

Petrochemical Olefins and
Intermediate
Chain Aromatics Plants

Plants

Plastic and Bio-

Plastic Resins

End Product,

Export Market

Biodiesel Plants Sustainability
and Ethanol Management/Con
Gasohol
Plants, Asset sultancy,
New Business Coal Mining (E10, E20, E85),
Management Engineering and
Biodiesel (B7)
and Facility Project
Management Management
PTT stations,
Crude Qil
Logistics, QOil, LPG, Lube Transportation,
QOil Business Procurement,
Refineries Base Plant Household,
Trading
Lubricant

Sources: https://ptt.listedcompany.com/misc/factsheet/20210319-ptt-factsheet-2020.pdf

(Access date: December 9, 2021)

PTT Oil Business operated oil distribution covering petroleum products (fuel

oil and LGP), lubricants, and retail business in Thailand and overseas. There were

three customer segments, which could be categorized into:

1) Commercial Business (B2B) including corporate customers, public sector

NIDA Case Research Journal

(government agencies and state enterprises) and the private organizations who

purchased petroleum products for their internal uses,
2) Supply Sales who were oil sellers or vendors, and

3) Retail Business (B2C) including consumers and gas station operators through
its nationwide network of over 1,300 gas stations. Its retail businesses also covered

Café Amazon, PTT Fit Auto car care service, LPG (cooking gas) retailers, and lubricant
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retailers. By the year 2015, the company operated 8 Petroleum Oil Terminals, 15 LPG
Terminals, and 14 Aviation Fuel Terminals/Stations across Thailand. (See Exhibit 3:
Petroleum Terminals and Aviation Fuel Station Map). PTT Oil and Trading Business
generated the biggest proportion of revenues to PTT PLC. Revenue from oil business

comes from marketing margins of diesel oil, jet oil, and gasoline.

To enhance the potential competitive advantage and flexibility of its Oil and
Retail Business during the wake of intensified market competition, on July 1, 2018,
PTT restructured its organization and transferred all businesses under its Oil Business
Unit, including the shares of related companies, to PTT Oil and Retail Business
Public Company Limited (PTTOR). Since then, PTTOR continued to grow and build
its own accomplishments. 2018 marked a good year for PTTOR business outlook
being the leader in the oil industry due to rise in oil price based on global
economic growth and China’s control of commodities supply (see Exhibit 4:
PTTOR’s market share in the year 2019-2020). During the year 2020, PTTOR
expanded its business into various segments through activities including (1) a
partnership with Flash Incorporation Co., Ltd. (“Flash”) to explore business
opportunities in the mobility and lifestyle ecosystems, where Flash provides express
delivery and integrated e-commerce business under the brand “Flash Express”, (2)
an international expansion of Café Amazon in Vietnam through a joint venture with
Central Group, and (3) an investment in Peaberry Thai Company Limited not only to
support the operation of Café Amazon outlets as this new company will source raw
material, procure equipment, and provide equipment maintenance service to Café
Amazon but also to open up an opportunity to enter the specialty coffee market

through the Pacamara brand.

As of December 31, 2020, PTTOR operated 2,367 gas stations, 3,729 Café
Amazon outlets, 2,118 convenience store (Jiffy and 7-Eleven) outlets in the
domestic and international markets. In addition, retail business also comprised
restaurants where it had bought the right in expanding businesses including Hua
Seng Hong (only dim sum products), Daddy Dough, and Texas Chicken. (See Table
2: Portfolio of the PTT’s Business Value Chain).
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Table 2: Portfolio of the PTTOR’s Business Value Chain

Total Oil Non-Oil International Other

Million THB Business Business Business Business
Revenue 428,804 90.9% 3.9% 4.9% 0.3%
EBITDA 17,619 68.9% 25.5% 4.9% 0.7%

Sources: PTTOR’s Annual Report 2020, p. 23

Table 2 illustrates that most of PTTOR’s revenues (90.9 percent) came from
their oil business. In this business area, PTTOR supplied gasoline, diesel, liquefied
petroleum gas (LPG), lubricants, kerosene, and several other products at over 1,900
PTT Stations operated across Thailand, which were enriched by retail businesses
like a convenience store, a Café Amazon coffee shop, an eatery, or a car care
service under the concept of Living Community which were also operated by
PTTOR. Additionally, PTTOR distributed different oil-based products like fuel or
lubricant to over 2,000 customers including aviation, marine, and industrial
customers, as well as government agencies and they were also offering different
consultations as an Energy Solution Provider. The second source of their revenues
(4.9 percent) was generated in their international business. This business comprised
a network of 337 retail fuel service stations, 5 FIT Auto service stations, 265 Café
Amazon outlets and 95 Jiffy convenience stores across the Philippines, Cambodia
and Laos. The third source of revenues (3.4 percent) was generated with PTTOR’s
non-oil business. This included the previously mentioned retail businesses. In this
area, the company’s network consisted of Café Amazon outlets, the Thailand’s
largest café chain, food and beverage outlets, and convenience stores. In this
context, the Café Amazon outlets offer coffee and other refreshments, bakery
products and light meals, the beverage outlets offer lisht meals and beverages,
under the licensed brands “Texas Chicken”, “Hua Seng Hong Dim Sum” and
“Pearly Tea”. Lastly, under the brands “Jiffy” and “7-Eleven” a variety of food,
beverages and basic goods are offered. Furthermore, PTTOR also provides space
management services, comprising leasing and other services, which allow other
brands and business to operate their business in locations managed by PTTOR.

Due to this business carrying an operating profit margin of nearly 20 percent
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(compared to 1-2 percent for oil sales), PTTOR had been planning to expand this
business area by investing 74 billion THB during the following five years (2022-2026),
which also included buying a 20 percent stake in an organic food restaurant,
Ohkajhu, for 500 million THB and a partnership with a food delivery platform Line
Man Wongnai (Reuters, 2021). This long-term plan also included an overseas
expansion to triple the number of overseas shops in its Cafe Amazon coffee chain to
1,000 by 2025 (Asia.Nikkei, 2021).

After the split from PTT PLC, PTTOR distributes a wide variety of products to
customers in various segments including aviation, marine, industrial customers, and
government agencies. Qil Business became the major contribution to the PTTOR
revenue. Aviation fuel business group expanded to neighboring countries including

Cambodia, Philippines, and Hong Kong.

PTTOR in the Aviation Fuel Industry

PTTOR had been distributing premium aviation fuels since 1975. It had been
the aviation fuel supplier to more than 60 leading commercial airliners worldwide
under strict adherence to the JIG Standards (Joint Inspection Group standards for
aviation fuel quality control and operating procedures). PTTOR replete product
logistics system and its efficiency, whether piped, trucked, shipped or 200-liter
tanked. PTTOR also offers over 60 aviation fueling vehicles, including dispensers,
refuelers, and trailers, covering over 15 domestic airports and over 100 airports in 15

countries via its cooperation with leading local companies.
Aviation Fuel Market in Thailand

Aviation fuel was produced and provided by the oil and gas industry,
which strongly depends on the aviation industry. The top 3 oil and gas companies
that provided aviation fuel in the Thai market were: Exxonmobil, PTTOR, and
Bangchak. PTTOR was leading with an oil market share of 37.23 percent, Exxonmobil
which belongs to Esso had an oil market share of 10.74 percent and Bangchack
had a market share of 10.10 percent (Mordor Intelligence, 2021). The main

customers who consumed aviation fuel were the Airforce, airports, and civil aviation.
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The oil corporations worked with the fuel in service provider BAFS (Bangkok
Aviation Fuel Services) and they supplied Jet A-1 to all airlines that fly out of
Suvarnabhumi, Don Mueang, Samui, Sukhothai, and Trat Airports. The into-plane
service cost was included in the Into-wing Contract when the oil firm formed a fuel

contract with the airline.

Due to the COVID-19 pandemic, the overall market value of the oil and gas
industry had been declined by 39.9 percent (MarketlLine, 2021). As a result of the
decrease, the crude oil prices started to drop and since Thailand’s reserve on crude
oil was also in deficiency, the import of crude oil started to increase (Mordor
Intelligence, 2021). The most affected part of the oil and gas industry was the
aviation fuel, which was due to the impact the covid-19 restrictions on the aviation

industry.

Impact of the COVID-19 on the Aviation Market

As the COVID-19 pandemic had globally affected the economy, it had
negatively impacted the travel market, which had also inflicted the aviation industry.
The impact of the pandemic on the aviation industry was shown in the following
table in terms of the decreasing rates of the passengers’ seats globally in 2020
compared to the year 2019. (See Table 3: Decline in Passenger Seats Globally in 2020
compared to 2019).

Table 3: Decline in Passenger Seats Globally in 2020 compared to 2019

Number of Passenger Seats World Asia Pacific
Total -50% -45%
International -55% - 64% -71.9% - 77.5%
Domestic -18% - 23% -12.9% - 16.2%

Sources: State of Thai Aviation Industry 2020, The Civil Aviation Authority of Thailand,
2021, p.3
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As shown in the table, there was a decline of 50 percent of the world’s
passengers’ seats and a decline of 18-23 percent of passengers’ seats for Thailand.
Table 3 illustrates how worldwide and domestic travel restrictions have resulted in
significant cutbacks in the aviation industry. In 2020, there were 64.7 percent fewer
passengers than the previous year, with international passengers falling by 81.7
percent and domestic passengers falling by 44.9 percent. The total number of flights
dropped by 53.1 percent, with international flights falling by 73.9 percent and
domestic flights falling by 33.8 percent. Thailand’s Airfreight was also affected, even
though there have been no restrictions on airfreight transportation. The reason why
there have been declines was that the airfreight transport of Thailand operates with
passenger’s flights instead of freighters (see Table 4: The Statistics of Thailand’s Air
Transport in 2020 compared to 2019).

Table 4: The Statistics of Thailand’s Air Transport in 2020 compared to 2019

Passenger Flight Freight
Air Transport
Million % Number % Ton %
Total 58.25 -64.7% 500,435  -53.1% 954,377 -36.0%

International 16.25 -81.7% 133,940 -73.9% 922,163 -34.7%
Domestic 81.70 -44.9% 366,495  -33.8% 32,214 -58.6%

Source: State of Thai Aviation Industry 2020, The Civil Aviation Authority of Thailand,
2021, p.4

As a result, the demand for aviation fuel has declined the most, for about 54
percent, in comparison to gasoline, which decreased by 11.4 percent, and petrol by
0.2 percent. Furthermore, as illustrated in Figure 1, the Jet fuel prices started to
decline, with the EIA predicting that global oil demand would only return to pre-
pandemic levels in 2022. According to the Thai Energy Policy and Planning Office,
aviation fuel consumption would average 8-11 million gallons per day in 2021, up
from 7.3 million litres per day in 2020. According to Krungsri Research, commercial
demand for jet fuel would progressively increase to 19-20 million litres per day by
2023, the level before the first COVID-19 outbreak (Krungsri, 2021). Moreover, to help
the aviation industry the government has approved a jet fuel tax reduction and in

2020 the prices of jet fuel had reached record lows as seen in Figure 1.
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Figure 1: Decline in Jet Fuel Prices
Sources: Krungsri.com

To sum up, the pandemic had a heavy toll on the aviation industry and the
aviation fuel market. Therefore, the prospects of a recovery for the industry are tied

with the measures of getting the pandemic under control

Impact of the COVID-19 Pandemic on the Aviation Fuel Market

Since 2009 global fuel consumption by commercial airlines was increasing
each year, reaching an all-time high of 95 billion gallons in 2019. The pandemic has
reduced fuel consumption to 52 billion gallons in 2020 and increased to 57 billion
gallons in 2021 (Statista, 2021). As can be seen in Figure 2, there was a slump in
demand for gasoline of more than 50 percent in March 2020, due to the outbreak of
the pandemic. It could also be seen that demand in China has recovered more
quickly than in Europe or the USA. (See Figure 2: Decline of Jet Fuel Sales Volume
During the Year 2020).
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Figure2: Decline of Jet Fuel Sales Volume During the Year 2020
Source: McKinsey.com

The reduction in passenger flights in 2020 by about 75 percent compared to
2019, came from the lockdowns imposed by many countries and the attempt to
contain the virus and the share of global air cargo capacity remained unbalanced
(Statista, 2021). Globally, jet fuel consumption for commercial passenger flights
decreased by 0.7 million barrels per day between February and March 2020, before
increasing to 2.4 million barrels per day between March and April. It recovered by
only 0.1 million barrels per day in May and 0.3 million barrel per day in June
2020 (Daily Energy Insider, 2020).

The third wave of COVID-19 hit Thailand hard, worsening the situation for
airlines as passenger volume fell from 35.5 percent to 27.8 percent, according to the
Civil Aviation Authority of Thailand (CAAT). As Thailand was particularly dependent
on tourism, the country was one of the hardest-hit markets, with seat capacity at 13
percent of pre-pandemic levels (Bloomberg, 2021). The aviation and the tourist
industry also played a major role in Thailand’s economic growth. The jobs and
expenditure generated by airlines and their supply chain, the flows of trade, tourism,
and investment generated by users of all airlines servicing the country, and the city
pair linkages that enable these flows were the three ways that the aviation business
impacts the economy (IATA, 2017). The Thai aviation market had a compound annual
growth of 11.4 percent with an average annual growth rate of international
passengers of 10.8 percent and an average annual growth rate of domestic

passengers of 12.1 percent from 2010 up until 2019 (The Civil Aviation Authority of
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Thailand, 2019). Crude oil prices have fallen from 67.3 USD per barrel late last year
to 23.4 USD per barrel in the first quarter of 2020 due to the oil price war between
the Organization of Petroleum Exporting Countries and Russia and oversupply
(PTTOR, 2021; Reuters, 2020).

Impact of the COVID-19 Pandemic on PTTOR

Due to the sharp drop in oil prices and the decline in demand for
petrochemicals, which has led to heavy losses, PTTOR PCL, Thailand's largest energy
company, planned to cut back its domestic investments by 15 percent and postpone
investments that were not a priority. For the first quarter in 2020, the company
reported a loss of 1.55 billion THB (48.2 million USD). This represented the first loss
in four years, as the same period last year saw a profit of 29.3 billion THB (Reuters,
2020). Also, PTTOR announced that oil and fuel sales fell by 10 percent due to
the mobility restrictions imposed by COVID-19 (Thai Enquirer, 2021). The
refinery's operating profit has decreased by 35.7 billion THB from inventory loss as
a result of the oil price decline. (See Table 5: PTTOR’s Financial Performance
during the year 2019-2020).

Table 5: PTTOR’s Financial Performance during the year 2019-2020

Unit 2019 2020 Variance
Sales Million THB 577,134 428,804 -25.7%
EBITDA Million THB 17,005 17,619 +3.6%
Net Profit Million THB 10,896 8,791 -19.3%
Earnings per Share THB 1.21 0.98 -19.0%
Return on Equity Percent 32.7 22.9 -30.0%
Return on Assets Percent 7.3 5.9 -19.2%
Debt to Equity Times 0.7 1.1 +57.14%
Paid up Share Million Shares 9,000 9,000

Source: PTTOR’s Annual Report 2020, p. 22
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Accordingly, PTTOR planned to reduce the production of jet fuel and
produce diesel fuel as the demand for it has only slightly decreased, and expected
the refinery utilization rate to reach 90 to 100 percent in 2020 (Reuters, 2020). For
2021, PTTOR has reduced its business expansion targets as the third wave outbreak
wreaks havoc on the economy and reduced demand for both the oil and non-oil
sectors. Analysts at KGI Securities estimated OR's oil and fuel sales for the full year
2021 at 22.8 billion litres, down from 24.4 billion litres in the previous year, and
forecast an annual profit of 11.7 billion THB (Thai Enquirer, 2021). Going forward,
PTTOR was laying out a five-year, 180.8-billion-THB investment plan that would
expand its gas business. In addition, 203.5 billion THB of preliminary investments

were flowing into liquefied natural gas and gas-to-power projects (Reuters, 2020).

The decline in PTTOR’s performance during the year 2019-2020 was
primarily attributed to the sharp decrease in global petroleum product prices, the
continuation of price war between the OPEC and Russia that pulled up global oil
supply simultaneously with an unexpected plummet in ¢lobal demand for
petroleum products due to the COVID-19 pandemic, and the decline in domestic
demand as a result of the government response policies to COVID-19 pandemic in
Thailand including the quarantines, closure orders, curfews, and widespread travel
restrictions. Jet fuel was seriously affected the most by sharp drop in air travels and
international flight restrictions. Moreover, the non-oil business also experienced,
although not as much as the oil business, a slight reduction in sales from
convenience stores (see Table 6: PTTOR’s Sales Growth Categorized by Business

and Table 7: Performance of the Top Four Oil Business Segments).

Table 6: PTTOR’s Sales Growth Categorized by Business

Unit: THB Million 2019 2020 Variance

Total Sales 577,134 428,804 -25.7%
Oil 539,835 396,708 -26.5%
Non-Oil 17,016 16,867 -0.9%
International 33,656 21,361 -36.5%
Other 1,715 1,609 -6.2%

Source: PTTOR’s Annual Report 2020, p. 22
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Table7: Performance of the Top Four Qil Business Segments

Unit: THB Million 2019 2020
Total Volume Sold 27,627 24,400
Diesel 40.2% 46.3%
Gasoline 21.4% 24.7%
Aviation Fuel 15.8% 7.2%
LPG 14.7% 14.0%

Source: PTTOR’s Annual Report 2020, p. 135

Table 7 illustrates the proportion of the total volume sold on the top four
oil business segments. It can be seen that there was a drop in the total volume sold.
However, there was an alteration in the proportion of each oil product. Diesel and
gasoline, the top two oil business segments have gained higher proportion in the
year 2020, compared to their proportion in the year 2019. LPG experienced merely
slicht decline. While Aviation fuel had experience the most adverse impact from the
COVID-19 pandemic as evidenced by the huge loss of its volume sold proportion,
from almost 16% down to only 7% approximately, causing it to fall in the volume
sold proportion from the third rank to the fourth rank (See Exhibit 5: PTTOR’s
Financial Summary during the year 2019-2020).

Based on the empirical evidences and the above information, it could be
concluded that there were several risk factors that PTTOR had experienced during the
unexpected event of the COVID-19 pandemic including the fluctuation in fuel price,
the sharp decline in aviation fuel demand, the travel restrictions, and the
unforeseeable economic recovery that resulted in its disappointing operating and
financial performance during the year 2020. Therefore, it was essential that PTTOR

closely monitored its risk factors and employed an effective risk management practice.

Risk Management of PTTOR

PTTOR established the Enterprise Risk Management Committee (ERMC) to
engage in risk management in order to achieve sustainable growth and to maintain
the confidence of shareholders and all groups of stakeholders. ERMC was responsible

for several key activities including:
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1. providing opinions on and approvals of the company’s annual risk
management plan, ensuring its consistency with strategic directions, business plans,
and key indicators.

2. providing opinions on new investment projects/ large-scale investment
projects that presented significant risks to the company.

3. closely monitoring the company’s risk management during the COVID-19
pandemic and proposing proactive management to prevent the escalation of risks

into issues.

Essentially, an apparent evidence at the current situation
demonstrated that the above three key activities of the ERMC were vital to
PTTOR’s sustainable growth and its prospects for the year 2022.
Consequently, the top management had been preparing for its strategic
plan with the aim to manage its concentration risk by having a risk
diversification in terms of geographic expansion and variety in its business
segments. In specific, the management team had been discussing on the
concentration risk management plan by geographically diversifying into the
European market. Although this long-term expansion plan had been
prolonged on shelf for a length of time, the management was still
indecisive on which country in the European market would be more
opportune for PTTOR’s penetration. This circumstance has prompted the
Vice President to assign task on the concentration risk management plan to
the Risk and Planning Division, Mr. Pattra to develop the report and the
presentation on the alternative response actions that the PTTOR could
exercise. In specific, the task is expected to include the European market
expansion plan, starting with a country screening process, an analysis on
country’s  attractiveness, and the international market penetration
opportunities and challenges. The report and presentation are expected to
be delivered during the internal management meeting scheduled in the

upcoming week.
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A Pertinent Time to Pull Off

With an ongoing burden from the shareholders’ expectation toward PTTOR
operating and financial performance for the upcoming year, the president had made
unequivocal when he appointed Mr. Pattra to formulate the scheme of work on the
international market expansion plan and conduct an investigation on the country risk
analysis and attractiveness, and the anticipating opportunities and challenges. the
analysis was an urging priority since the concentration risk utterly contributed to
PTTOR’s operating and financial performance during the year 2020. If the expansion
was to be successful, the longer time it was deferred, the higher opportunity cost
from concentration risk that PTTOR had to bear with. Mr. Pattra had to propose an
optimum country based on his analysis on country screening and country’s
attractiveness, together with the anticipated opportunities and challenges before the

upcoming Board Meeting on April 14, 2021.

Addendum of Exhibits

Exhibit 1: PTTOR International Business

PTT (LAO) Co.,LTD., Lao P.D.R. Website : www.pttlao.com

PTT (Cambodia) Limited, Cambodia. Website : www.pttcambodia.com

PTT Philippines Corporation, Makati City, Philippines. Website : www.pttphilippines.com
Brighter Energy Company Limited, Myanmar. Email : info@brighterpttor.com

PTTOR Singapore Private Limited, Singapore. Website : www.cafeamazon.sg

PTTOR International Holdings (Singapore), Singapore. Email : interholdco _sg@pttor.com
PTTOR CHINA (Shanghai) Company Limited, Shanghai, the People Republic of China

FST Aviation Services Limited, Hong Kong International Airport Lantau, Hong Kong
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Exhibit 2: The 1978 — 2020 Developmental Highlights of PTT & PTTOR
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Exhibit 3: Petroleum Terminals and Aviation Fuel Station Map
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Exhibit 4: PTTOR’s Market Share in the year 2019-2020

Market Share 2019 Market Share 2020
1.5%:1% 4.0% =9,1.5% 3.6%
1 8.‘41 1.7{‘01 2%

23% oW
4.7% &\;

@. 413% 42.3%

Source: Department of Energy Business, Ministry of Enargy
Total product (FO-EGAT excludad)
Exhibit 5: PTTOR’s Financial Summary during the year 2019-2020
Financial Summary 60’2
2019/2020 3Q20/4Q20
REVEIRIE 5‘ Avg. oil sale prices & volume sold i E 4 Avg. oll sale prices & volume sold
-25.7% | CVS saw a drop in demand +4,4% | — F&B outlet expansion -
429, ' Non Oil outlet expansion 490 Tnbervokine soudi(The Philppines

O volume sold ( JET AL )
i 4 Ol margin/liter (0.89 to 0.97 )

i ™ F&B outlet expansion

' oil margin/iiter (1.21 to 1.04)

-8.0% | 4

-2.8% i
2.8% I F&B outlet expansion
'

_ Net OPEX
o

+3.6% |4 - TFRS #16 leases -11.9% | Gross margin
- Cost savings 5 OB |
- n M

iati —_— ' EBITDA
-19.3% ' Depreciation & amortization . .'

Loss from derivatives a2

’ t Depreciation & amortization _‘

Additional sources: More figures and tables are available from
https://investor.pttor.com/en/downloads/one-report,
https://investor.pttor.com/en/stock-info/historical-price
https://or.listedcompany.com/misc/presentation/20210225-or-am-fy2020-02.pdf,
https://www.pttor.com/en/about/business/business_or/International-Business
International Business (pttor.com),
https://www.pttplc.com/en/About/About-Ptt/Background.aspx,

PTT Public Company Limited: Our History (pttplc.com),Hofstede Insights website
(https://www.hofstede-insights.com/country-comparison/),
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