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Energy Sector
CPPA Disburses PKR 142bn to Clear Circular Debt

Pile

up

As per news in circulation, Central Power Purchasing Authority (CPPA) has
disbursed PKR 142bn to IPPs on account of circular debt payment.
Payments have been made to nearly 80 IPPs where coal based IPPs have
received the highest share amounting to PKR 44.7bn followed by PKR
39.5bn payment to RLNG based plants

Out of all the IPPs, HUBC received highest share of PKR 17.9bn or PKR
13.8/share (PKR 11.1bn or PKR 8.6/share adjusted for stake) as payments
were made to all 6 plants. KAPCO received PKR 4.3bn (PKR 4.8/share)
whereas PKGP received PKR 2.5bn (PKR 6.7/share).

We expect some of the listed companies could potentially payout cash
dividend which have lower borrowings on their books. Dividend payout
could be limited for IPPs with higher short term borrowings and lower
cash position in order to prioritize payment of short term borrowings
amid high interest rates.

CPPA Disburses PKR 142bn to IPPs

As per news in circulation, Central Power Purchasing Authority (CPPA) has
disbursed PKR 142bn to IPPs on account of circular debt payment.
Payments have been made to nearly 80 IPPs where coal based IPPs have
received the highest share amounting to PKR 44.7bn followed by PKR
39.5bn payment to RLNG based plants. RFO based plants recevied PKR
20.9bn while gas based plants received PKR 13.5bn.

Exhibit: Source wise payment received
Source Amount PKRmn
Coal 44,684
Gas 13,500
RLNG 39,450
RFO 20,900
Nuclear 11,419
Hydel 3,701
Wind 2,901
Solar 643
Bagasse 545
Others 4,250
Total 141,993

Source: CPPA, |Gl Research
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Payments made to cash starved IPPs amid historic high circular
debt position

The total circular debt as of May-23 stood at PKR 2,646bn as circular debt
pilup during 11TMFY23 was reported at PKR 394bn. The payment of PKR
142bn to IPPs have been made at a time when new SBA with IMF has
been signed where IMF has emphasized on reforms in energy sector. To
recall, Government made total of PKR 385bn payments to IPPs falling
under Power Policy (PP) 1994 and 2022 last year.

HUBC received highest share owing to higher capacity

Out of all the IPPs, HUBC received highest share of PKR 17.9bn or PKR
13.8/share (PKR 11.1bn or PKR 8.6/share adjusted for stake) as payments
were made to all 6 plants. KAPCO received PKR 4.3bn (PKR 4.8/share)
whereas PKGP received PKR 2.5bn (PKR 6.7/share). NPL and LPL received
PKR 2.0bn each translating into PKR 5.6/share and PKR 5.3/share
respectively. NCPL received PKR 1.6bn (PKR 4.4/share).

Exhibit: Payment Received by HUBC
Amount PKR mn
HUBC 17,853
Hub 2,000
Narowal 2,500
Laraib 125
CPHGC 9210
Thar Energy (TEL) 2,716
THAL Nova (TNTPL) 1,302

Exhibit: Payments made to listed IPPs

Amount Received Shares Amount Received Balance sheet position (PKR/share)*
Company (PKRmn) (mn) (PKR/share) Cash ST borrowing Payables
HUBC 17,853 1,297 13.8 10.8 254 50.3
KAPCO 4,250 880 48 63.5 37.1 10.5
PKGP 2,500 372 6.7 15.9 0.0 1.3
SPWL 2,250 386 5.8 5.9 22.0 2.3
NPL 2,000 354 5.6 11.2 35 2.0
LPL 2,000 380 53 10.6 9.8 1.2
NCPL 1,600 367 4.4 8.1 13.8 3.1
EPQL 1,000 324 3.1 5.0 18.8 18.2
KOHE 800 169 47 3.1 16.4 1.1
LUCK 5,500 313 17.6
ENGRO 4,310 576 3.7

Source: CPPA, IGI Research, * As of Mar-23
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Disbursement of payments may translate in to cash dividends
We expect some of the listed companies could potentially payout cash
dividend which have lower borrowings on their books. Dividend payout
could be limited for IPPs with higher short term borrowings and lower
cash position in order to prioritize payment of short term borrowings

amid high interest rates.

PKGP could potentially payout higher portion of payment due to
negligible short term borrowings. KAPCO and NPL could also payout
higher dividend due to healthy cash position. However, cash payouts
maybe limited for SPWL, NCPL, EPQL and KOHE due to significantly higher
short term borrowings. HUBC may payout anywhere between PKR 8-
9/share if it does not utilize the amount for reducing short-term

borrowing and payables.

Cash position for PSO and Sui companies could also improve

As payments are made to RLNG and gas based plants, we expect PSO and
Sui companies (SNGP and SSGC) to also indirectly receive payments via
gas based IPPs. This would inturn improve cash position for these
companies, however, due to significant short term borrowings on PSO's
balance sheet we expect company to prioritize payment of its loan.

Exhibit: Top 15 IPPs amount wise

Company

Amount (PKRmn)

National Power Parks Management Company Private Limited
Huaneng Shandong Ruyi Energy (Pvt) Ltd

China Power Hub Generation company (Pvt.) Ltd

National Power Parks Management Company Private Limited
Karachi Nuclear Power Plant-Unit-2

Port Qasim Electric Power Company (Pvt.) Limited
Quaid-e-Azam Thermal Power (Pvt) Limited

Uch-Il Power (Pvt.) Limited

Lucky Electric Power Company Limited

Engro Powergen Thar (Pvt) Limited

Kot Addu Power Company Ltd.

Thar Coal Block-1 Power Generation Company (Pvt) Limited
Attock Gen Limited

Thar Energy Limited

Atlas Power Limited

13,000
10,004
9,210
9,000
8,751
8,317
7,000
7,000
5,500
4,310
4,250
3,325
2,750
2,716
2,700

Source: CPPA, IGI Research
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the security/ securities
discussed in this report accurately reflect his or her or their personal views and that he/she has not received and will not receive direct or indirect
compensation in exchange for expressing specific recommendations or views in this report. The analyst(s) is principally responsible for the
preparation of this research report and that he/she or his/her close family/relative does not own 1% or more of a class of common equity securities
of the following company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by |Gl Finex Securities Limited and is for information purposes only. Whilst
every effort has been made to ensure that all the information (including any recommendations or opinions expressed) contained in this document
(the information) is not misleading or unreliable, IGI Finex Securities Limited makes no representation as to the accuracy or completeness of the
information. Neither, IGI Finex Securities Limited nor any director, officer or employee of I1GI Finex Securities Limited shall in any manner be liable
or responsible for any loss that may be occasioned as consequence of a party relying on the information. This document takes no account of the
investment objectives, financial situation and particular needs of investors, who shall seek further professional advice before making any
investment decision. The subject Company (ies) is a client of the I1GI Finex Securities Limited and IGI Finex Securities offers brokerage services to
Subject Company (ies) on a regular basis, in line with industry practice. This document and the information may not be reproduced, distributed or
published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by any person or entity not a client of
IGI Finex Securities Limited, else directed for distribution.

Rating system: |G| Finex Securities employs three tier ratings system, depending upon expected total return (return is defined as capital gain
exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System

Buy if target price on aforementioned security (ies) is more than 10%, from its last closing price(s)

Hold if target price on aforementioned security (ies) is in between -10% and 10%, from its last closing price(s)
Sell if target price on aforementioned security (ies) is less than -10%, from its last closing price(s)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and geopolitical
risks. The performance of company (ies) covered herein might unfavorably be affected by multiple factors including, business, economic, and
political conditions. Hence, there is no assurance or guarantee that estimates, recommendation, opinion, etc. given about the security
(ies)/company (ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security stated by an investment
analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing the best possible outcome for his investment, Last
Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares outstanding by current trading
price. EPS: Earnings per Share. DPS: Dividend per Share. ROE: Return on equity is the amount of net income returned as a percentage of
shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to Book ratio used to compare a
stock's market value to its book value. DY: The dividend yield is dividend per share, divided by the price per share.
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