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Presentation 

 

Operator:  Good morning, and welcome to the EuroSite Power second quarter 2016 earnings conference 

call.  (Operator Instructions).  For your information, the conference is being recorded. 

 

The recording of this conference call will be available for playback approximately one hour after the end 

of the call and will remain available until Thursday, August 18th, 2016.  Individuals may access the 

recording by dialing 877-344-7529 from inside the US, or 855-669-9658 from Canada, or also 412-317-

0088 from outside the US.  Enter the replay conference number, which is 10090418, followed by the 

pound sign. 

 

Now, I would like to introduce Bonnie Brown, EuroSite Power Chief Financial Officer.  Please go ahead. 

 

Bonnie Brown: Thank you.  Good day, and thank you all for joining us on our second quarter 2016 

earnings call.  On the call with me today are Jacques de Saussure, our Chairman of the Board; Elias 

Samaras, our CEO; Paul Hamblyn, our Managing Director; and Ariel Babcock, our Director of Investor 

Relations. 

 

Before we begin, I'd like to read our Safe Harbor statement.  Various remarks that we may make about the 

Company's future expectations, plans and prospects constitute forward-looking statements for purposes of 

the Safe Harbor provisions under the Private Securities Litigation Reform Act of 1995.  We may make 

forward-looking statements about our future financial performance that involve risks and uncertainties.  

These risks and uncertainties could cause our results to differ materially from our current expectations.  

We encourage you to look at the Company's filings with the SEC to get a more complete picture of our 

business, including the risks and uncertainties just mentioned. 

 

Also during this call, we will be referring to certain financial measures not prepared in accordance with 

generally accepted accounting principles, or GAAP.  A reconciliation of the non-GAAP financial 

measures used on this call to the most directly comparable GAAP measures is available in our press 

release and in the tables accompanying that release. 

 

While we may elect to update forward-looking statements at some point in the future, we specifically 

disclaim any obligation to do so, [even] if our estimates change.  And therefore, you should not rely on 

these forward-looking statements as representing our views as of any date subsequent to today. 

 

I now turn it over to Elias Samaras for opening remarks. 

 



Elias Samaras: Thank you, Bonnie.  Welcome, everyone, to our second quarter earnings call.  This is 

Elias Samaras, CEO of the Company. 

 

Before Paul and I take you through our results, I wanted to start by welcoming our new Chairman of the 

Board and fellow Director, Jacques de Saussure.  I'm sure that you will agree that Jacques's expertise in 

both asset and wealth management gained while he was Senior Partner and Chairman of the Pictet Group 

in Geneva offers the Company many, many advantages.  We look forward to growing the Company and 

to his leadership. 

 

I will now ask Jacques to introduce himself and explain the main highlights for EuroSite Power this 

quarter.  Jacques? 

 

Jacques de Saussure: Thank you very much, Elias, for those introduction comments.  And just maybe a 

few words on what I did after my studies in Switzerland at the Ecole Polytechnique Federale, the Swiss 

Federal Institute of Technology.  I then graduated at the Sloan School of Management at MIT.  And 

thereafter, very quickly, started my career at Pictet, where I was full time for the last 36 years, 36.5 years. 

 

The Company, for those who don't know it, is a European leader of wealth management and asset 

management and grew substantially from 300 employees, all the way to 4,000 when I left my full-time 

executive position at the end of last June.  I remain member of the Board of Bank Pictet in Switzerland.  

I'm quite happy to be able to give my time to EuroSite with Elias and Paul. 

 

And now, I would like first to give you the main highlights for the last quarter.  In the last quarter, we had 

first substantial changes to the capital structure of EuroSite Power Company.  First, we raised some new 

capital, $7.25 million, as part of a private placement.  This allowed us to repay the outstanding [$2 

billion] loan altogether.  We could also have the conversion of $2.1 million of our convertible notes, and 

therefore eliminating all but $300,000 of debt from the balance sheet.  As a result of these changes, we 

now have also a strong cash position with $2 million and approximately GBP2 million. 

 

On the operational side, as main highlight, I would like to mention the fact that we've been able to 

maintain our gross margins.  Gross margins excluding depreciation was at 34.4%, just slightly below our 

goal of 35%.  And combined with the first quarter, it gives us a gross margin for the full year to date of 

35.8%.  Revenues also continued to increase, with more systems in operations but also improvements in 

the reliability of our fleet and efficiency. 

 

After these highlights, I would like now to hand over back to Elias. 

 

Elias Samaras: Thank you, Jacques.  Actually listening about Pictet, I hope and I wish EuroSite has 

similar success and we grow to the numbers that you've mentioned. 

 

Well, as always, Paul will take you through the details shortly.  But before that, I would like to say a few 

words about our future strategy, as well as some comments or two about the context of our results. 

 

Many of you probably would remember that we've been working very hard to build on the Four Pillars 

concept that I first told you about last year.  As a reminder, these were -- securing finance for future 

projects, bringing maintenance in-house, arranging a gas procurement solution, and, finally, expanding 

our operations in Europe.  Well, both the in-house maintenance and gas procurement are helping to 

deliver better gross margins already.  And we continue doing this very successfully. 

 

We have begun developing sales opportunities in Europe, of course, taking advantage of our collaboration 

agreement with TEDOM, the Czech Republic company, the manufacturer of CHP.  And in that process, 



we have also begun exploring other opportunities within Europe by looking at a smaller number of 

projects, but larger projects that could provide significant opportunities for our company to enter the 

energy services market as a product developer. 

 

In fact, we are currently working in participating in a very large project in Europe; perhaps, I would say, 

one of the largest in Europe in terms of overall project size.  Our [intended role] is to undertake entirely 

the execution of the energy [plan] of the project.  We are still at the very early stages of our discussions 

and will be happy to update you as soon as we have made some progress and have some results to 

announce to you. 

 

Beyond this, we have also begun work to identify target markets in combination [with] our broader 

strategy plan to grow through acquisition.  In fact, as we talk, we have already made an indicative offer to 

acquire a UK company.  So we will update you perhaps soon regarding the results of this possible 

acquisition. 

 

On another issue worth noting is the effect the value of the pound has had on our business, particularly 

following the UK's decision to leave to EU and the subsequent fall in the pound's value. 

 

Well, while this has enabled us to gain when moving cash from the US to the UK in recent weeks, the 

15% fall in the pound over the past year has depressed [somehow] of our results when quoted in dollars.  

As the business currently operates solely in the UK and to help investors better understand the 

performance of the operation, I'm sure Paul will also talk about financial comparisons in pounds. 

 

With this, I would like to hand over to Paul to give you more details about our operations result.  So [per] 

Paul, please go ahead. 

 

Paul Hamblyn: Yes.  Yes, thank you very much, Elias.  And welcome to everybody that's joined us on the 

call.  As always, I'd just like to start my introduction by just reminding everybody what EuroSite Power 

does here and the solutions that we provide to our customers. 

 

So we offer onsite utility solutions solely in the UK currently.  What this means is that we own and 

operate combined heat and power equipment, sending the electricity, the heat and the hot water on long-

term contracts to our customers. 

 

As a reminder, I'm supported here by a staff of seven, plus one additional consultant, a number of 

installation subcontractors, and one specialist partner currently providing us with some maintenance 

services in connection with the TEDOM equipment that we have within our fleet. 

 

So just moving on, just to pick up one or two of the financial headlines that have already been mentioned, 

and just to put a little bit more information on that.  So as Elias has already hinted, the value of the pound 

has actually impacted some of our results once quoted in dollars.  But at a UK level, our revenue actually 

increased 26% this quarter.  In fact, energy revenues in the same period increased some 28.4% compared 

to the same quarter last year. 

 

This allowed us to increase our combined revenue to just a little over $640,000, compared to some 

$542,000 in the quarter two of 2015.  When posted in dollars, this is an increase of 18%. 

 

Why have we been able to achieve this?  Well, this really reflects the ever-increasing number of operating 

systems within the fleet.  And in fact, the number operating rose to 31 by the end of the second quarter 

[for the four] systems, compared to the number we have in operation a year ago.  And in fact, the 

generation output of the fleet rose from 2,705 kilowatts to a total of 3,178 kilowatts.  As a consequence, 



our energy production increased some 34.4%, to just a little under 9.5 million kilowatt hours for the 

quarter. 

 

As has already been stated, we've also seen some improvements in terms of gross margin.  And gross 

margin overall improved from just 6.3% in quarter two of 2015 to a total of 16.1% in the quarter that's 

just ended.  And when we actually exclude depreciation, we've achieved 34.4% in the quarter, compared 

to 24.1% in the same quarter last year.  Importantly, if you look at the year to date, our actual gross 

margin excluding depreciation is a little over the 35% aim that we had, having achieved 35.8%. 

 

So how have we done that?  Well, one of the main reasons is that we have seen a fall in the underlying 

gas price, which has reduced the cost of the gas going into our fleet.  And in fact, retail spark spreads, 

which is how we measure this, have averaged some 5.77 across the fleet at the end of June.  This is up 

compared to a year ago. 

 

Undoubtedly, this has helped to boost our margins.  But the continued fall in retail gas and, in fact, 

electricity prices have had a sort of converse [impact], as the difference between the growth in energy 

production and revenue illustrates. 

 

Just to explain to explain that a bit more -- we saw energy go up, energy production increase by 34%.  But 

actually, the UK revenue only rose by 26%.  As I said, that's really a reflection of the underlying utility 

prices having softened. 

 

Encouragingly, there is increasing evidence that customers have recognized that the fall in utility rates, 

particularly in gas price, are perhaps at an all-time low.  And there are now some signs of customers 

actually locking in those lower gas tariffs for a longer period.  And that will have a long-term benefit to us 

as well, potentially or significantly if the markets begin to rise. 

 

Just to move on now to talk a little bit more about fleet performance -- so at the end of the quarter, our 

operating fleet numbered 31 systems, as said.  Sixteen of those are the Tecogen InVerde product.  We 

now have 11 TEDOM units running, and we have a small number of other equipment also within the 

fleet. 

 

We added one additional system to the fleet during the quarter.  That was at Flitwick Leisure Centre.  And 

that began operating towards the end of April.  Sorry, I mean May. 

 

Fleet capacity, as I've said, has grown.  We've put an extra 473 kilowatts into the fleet since the end of 

June last year.  And overall, this has helped us to achieve that rise in energy production that I talked of 

earlier on. 

 

What's interesting is that I think that actually our energy production could've been a little bit higher.  We 

were hit with one site that unfortunately discovered asbestos.  And that forced the site to actually be 

closed, and we had to switch off our unit for a period of six weeks.  Had we had that running, it is very 

possible that we would've broken the $10 million mark in terms of total energy production. 

 

Overall, the fleet clocked up 36,300 hours during the quarter, a 26% improvement on the same period last 

year, and in fact, an additional 829 hours compared to the previous quarter of this year.  But really, that's 

more a result of the fact that we've added in an additional unit into the fleet. 

 

One of the other things that we measure regularly is the efficiency of the fleet.  And overall, the gross 

efficiency in the second quarter was 77%, compared to 78% in the same period last year.  Although, as I 

reminded everybody last time round that the reason for that very slight fall is the fact that we're adding 



more TEDOM units into the fleet.  And although they have a higher electrical efficiency, their overall 

efficiency is very slightly lower than that of the InVerde's -- the Tecogen product. 

 

Average kilowatt output for the quarter was 97 kilowatts, compared to 88 for the same period last year, 

and again shows the effect of the work that we've been undertaking to improve the output of our fleet and 

its operation. 

 

The other thing we measure, and I often talk about on these calls, is operational availability.  This, as a 

reminder, is the measure of reliability that we have within the fleet, where we compare the total number 

of hours that the units could run to the actual hours that we've seen. 

 

I'm pleased to report that the overall fleet availability for the quarter was 87%, which is a great 

improvement over the 81% that we had and posted in the second quarter of last year.  And actually, if we 

break this down a little bit further, we can see that the Tecogen fleet availability was 82%, which in itself 

is a rise of four percentage points over the same period last year.  And the TEDOM fleet was also up a 

little bit, from 92% availability -- sorry -- to 92% availability from just 91% last year. 

 

I thought I'd also give you an update on a couple of the upgrades that I've mentioned previously.  We have 

been rolling out an electronic ignition system to the Tecogen products.  But actually, despite some early 

signs, this has run into one or two problems.  And we've been working with the manufacturer to actually 

identify those problems and to fix them. 

 

The good news is that they have discovered the issue.  A fix has been designed, and we're now in the 

process of retrofitting that fix to the systems that had already been upgraded.  And we'll now continue to 

roll that upgrade out across the Tecogen fleet moving forwards. 

 

One consequence of that is a delay in the program.  We have intended to get that work finished by the end 

of the third quarter.  But I expect that now it will be closer to the end of the year before we've actually 

completed all that work. 

 

The other upgrade we've been looking at is the trial of an extended oil tank for the Tecogen units.  You 

may remember that I reported last time round that initial tests had proved somewhat inconclusive, with 

the oil samples that we've [been taking] showing no real improvement.  We're now rerunning that trial, 

and at our next earnings call I'll be able to report back in terms of how we're doing. 

 

As some of you may know, the first TEDOM units that we put in were -- fact, the very first one reached 

its second birthday just a few days ago.  And as a consequence of which, that unit and a number of others 

will be coming to the end of their warranty period. 

 

As a result, we've been looking carefully at how we maintain these units moving forward.  You may 

remember that currently, we actually use TEDOM's dealer here in the UK to provide service.  But as 

we've seen from the results of bringing maintenance of the Tecogen fleet in-house over the past month, 

there's considerable advantage to actually undertaking this work in-house. 

 

And so we have actually reached a decision to do that for the TEDOM units.  And we have appointed a 

new service technician, who'll be starting at the beginning of September to enable us to provide 

maintenance to all the equipment within our fleet.  As I said, he will be starting in September. 

 

One of the other advantages of that is it will actually allow us to split the country into two regions, north 

and south, which will help to improve response times to problems and also provide us with some 

operational redundancy in terms of things like sickness and holidays. 



 

Moving on now to have a look at the operations, and give you a review of sales as well -- at the end of 

June, the operating systems, as said, totaled some 3,178 kilowatts of installed capacity, with a total 

contract value in pounds of GBP54.2 million. 

 

We secured another order, this time for a 400-kilowatt solution for the Celtic Manor Resort in South 

Wales.  You may have heard of this particular development, for two reasons.  One is it was host to the 

Ryder Cup in 2011, and it also hosted the NATO summit a couple of years ago as well.  Very prestigious 

project, and I'm really pleased that we were able to win that project. 

 

Importantly, that is another system that will be funded using the Societe Generale funding that we put in 

place earlier in the year.  And it's important to note that we actually won this by beating off two much 

larger competitors by coming up with a solution that offered some innovation to the client, by actually 

using two 200-kilowatt units rather than one larger unit. 

 

Design is well underway.  The equipment has been ordered, and construction will begin during October.  

My expectation is that we'll actually have that unit, that system, completed and installed and operating 

before the end of this calendar year.  As a result of this contract, our current backlog is seven systems, 

totaling 1,320 kilowatts of generation; and a total contract value in pounds of GBP16.1 million. 

 

Couple of the observant amongst you may notice that in the last earnings call, I talked about the fact that 

we probably would bring two systems into operation during the second quarter, but in fact we only 

succeeded in bringing one into operation.  The second system -- that's the one that's being installed at 

Basingstoke Sports Centre -- ran into a number of last-minute problems, primarily the result of this being 

a very complex engineering task, this project.  The unit's actually going in the subbasement of a very 

large shopping center.  And it did present one or two problems.  However, we've now largely resolved 

these issues, and I would expect that unit to be operational before the end of this quarter. 

 

In addition, we have another system, the system at Doncaster Dome, that is under construction currently 

as well.  And we expect to have that unit commissioned and operational by the end of the third quarter as 

well. 

 

Moving on to look at sales and marketing in a little bit more detail -- as I said, we obviously sold the 

system for Celtic Manor.  But elsewhere, we've been focusing on extending our pipeline particularly into 

the public sector and bidding for more public works, and those that are notified under what's known as the 

[O2] process, which is a European procurement process. 

 

This does mean that we are competitively tendering a lot of the time.  And there's an awful lot of 

paperwork involved in any public sector work.  But it is providing a steady stream of opportunities into 

our pipeline.  And over the next few months, I would expect some of those to come to fruition. 

 

We've also been targeting heavily the National Health Service here in the UK.  And I've already identified 

over 2,000 kilowatts of opportunities, which we're now busy progressing further with the various trusts 

involved. 

 

Elsewhere, we've continued to pursue the private healthcare operator I've mentioned previously.  And 

we're working closely with Macquarie, as they have a good relationship with our particular customer as 

well.  And there are ongoing discussions. 

 



And beyond that, we're looking at broadening our offer to include things like energy storage, biomass 

boiler solutions, and perhaps other energy-management technologies and products, in order to be able to 

access other, perhaps larger, opportunities in the market. 

 

We've also begun a renewed marketing campaign.  And in fact, I can tell you now that we will be 

attending the exhibition known as the energy event at the National Exhibition Centre in Birmingham on 

the 13th and 14th of September.  And then, any of the listeners who are based in the UK that would like 

to come along and say hello, be very, very pleased to meet you. 

 

Moving, finally, just to look at some of the strategic points -- this was mentioned, one or two, particularly 

Europe.  And I think it was worth just pointing out that we have had initial meetings with TEDOM's 

German dealer.  And those visits proved very successful.  We've identified a couple of small opportunities 

in Germany, and we're working with that partner to try and work those through into full proposals at this 

moment in time.  And we're shortly to meet with TEDOM's Northern Italian dealer.  That will be, 

actually, early in September. 

 

Beyond that, we've also been exploring potential cooperation with an environmental brokerage based in 

Holland that particularly trades in white certificates that are used to reward energy efficiency projects 

across the EU.  We're at a very early stage in that relationship and in understanding how the white 

certificates work.  But if everything goes well, I anticipate that this may lead to us being able to be 

introduced our concept of onsite utility to a number of multinational chains, such as some of the big hotel 

chains across Europe, over the coming months. 

 

In terms of our acquisition strategy -- we've appointed a specialist consultant to complete a market study.  

In many respects, this is updating the initial market study that was undertaken by American DG back in 

2010 that actually led to the creation of EuroSite Power.  That project will report back its initial findings 

early in September.  And the Board will be looking at that report in order to focus our acquisition strategy 

moving forwards. 

 

We've also identified a preferred advisor to help us with that acquisition activity.  And the formal process 

of identifying and bidding for potential target companies and projects is something that I expect we'll able 

to tell you more about during our next earnings call. 

 

And that sort of brings me to the end of my summary of the operation here in the UK.  And with that, I'd 

like to hand back to Jacques, please. 

 

Jacques de Saussure: Thank you very much, Paul.  And before we go to the Q&A session, I just would 

like to briefly summarize what we've said. 

 

So this quarter saw us maintain the improvement in the gross margin that we initially achieved in the first 

quarter.  We posted a solid rise in both revenue and energy production.  We managed to almost eradicate 

the debt on our balance sheet.  We had continuous operational improvement in terms of fleet availability 

and efficiency.  We have decided the future plan for the maintenance of the TEDOM fleet.  And we 

continue to sell our onsite utilities.  And we have brought one additional system into operation. 

 

We have also started our strategic move into continental Europe.  And we are looking very actively at one 

specific acquisition.  And hopefully there will be more in the future.  And I hope to be able to report this 

type of news in the future on the next quarterly update. 

 

Now, we've come to the end of the formal presentation.  And I would like to hand back to the operator, so 

that we can take potential questions. 



 

Questions and Answers 

 

Operator: (Operator Instructions) Michael Zuk, Oppenheimer. 

 

Michael Zuk: Congratulations on real progress in the quarter and for the six months. 

 

I have a -- I'm a US shareholder, and I have a question regarding listing in Europe.  What would be the 

positives and/or the negatives of listing EuroSite stock in the United Kingdom? 

 

Elias Samaras: Jacques, you may want to take this question? 

 

Jacques de Saussure: Yes.  Well, this company currently has operations essentially in the UK.  And it 

therefore has no activity in the United States at the moment. 

 

What we could potentially expect from the listing in another jurisdiction, a European jurisdiction, will be 

a small or maybe more significant reduction in the overall regulatory costs of complying with a different 

set of reporting requirements.  And second, also we would have a better alignment of the listing place 

with the place where we do business. 

 

Michael Zuk: And would there be any negatives to US shareholders other than currency conversion? 

 

Jacques de Saussure: Well, in terms of currency conversion -- yes, it would be possibly, although I'm not 

sure this is necessary.  We may have to change the reporting currency.  But this is not necessarily 

something which has to be done. 

 

Apart from that, of course the regulatory environment is different, although we have made [no decision], 

and quite a number of many different jurisdictions in Europe, if we decided one day to move to a 

European listing.  But certainly, the change in regulatory requirement is something which would impact 

shareholders.  And it is for shareholders to decide what is better for them.  Also, I don't know whether you 

have a specific view. 

 

Michael Zuk: Would there be any financial advantage in future financings or raising of bank relationships 

by listing in Europe? 

 

Jacques de Saussure: I don't think that this should make a major difference, both in terms of raising new 

equity or financing, actually, I don't think.  But Elias, please correct me if I'm wrong that this was a 

significant element in the negotiations that have been held with the current bank financing that we have 

with Societe Generale and Macquarie. 

 

Elias Samaras: Yes, sir, you're absolutely right, Jacques.  Michael, this is -- already, as you know, the 

Company has signed major contract agreements with Macquarie, the Australian bank; as well as Societe 

Generale.  They're both headquartered in London.  And that will not change if the Company in the future 

is listed in another stock exchange or, for example, in Europe.  So I agree with Jacques that we don't 

expect to have any effect on either equity raise or other kind of financing. 

 

Michael Zuk: Well, I appreciate that.  And congratulations on the real progress.  And I look forward to the 

next quarterly call. 

 

Elias Samaras: Thank you, Michael.  And thank you for participating in this conference call. 

 



Operator: (Operator Instructions).  This concludes our question-and-answer session.  The conference has 

now concluded.  I would like to thank everyone for participating.  You may now disconnect. 

 


