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Exhibit: Breakup of Sukuk-Il disbursements

Energy Sector
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National Power Parks Management Company 13.3 funds to the power sector under the Energy Sukuk Il. This Sukuk issue
Huaneng Shandong Ruyi Energy Ltd. 13.2 is government guaranteed, has a 10yr tenure with bi-annual profit
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Liberty Power Tech Limited 20 v/ In the listed space, HUBC’s associate — CPHGC received PKR8.7bn

Nishat Chunian Power Limited 1.6 (4% of total as Energy Payments) while its subsidiary Laraib received
Nishat Power Limited 14 PKR2.0bn (1% of total as EPP). Among HUBC’s RFO based units

Narowal Energy Limited 06 Narowal received only PKR0.6bn (0.3% of total) did not receive any

Atiock Gen Limited 04 disbursement.

Pak Gen Power Limited 0.3

The Hub Power Company Limited 01 Government of Pakistan disburses payment for Energy Sukuk 11

Lalpir Power (Private) Limited 00 As per sources, the Government of Pakistan has disbursed PKR201bn funds to
Saba Power Company (Pvt) Ltd. 00  the power sector under the Energy Sukuk Il. This Sukuk issue is government
Afas Power Limited 04 guaranteed, has a 10yr tenure with bi-annual profit payments (at 6M KIBOR
Gutf Powergen (Pvt) Lt : minus 10bps), and will be subsequently listed on the PSX. The issue followed
Kohinoor Energy Ld. 05 the first Sukuk issue in March 2019 (also PKR200bn).

Total FO plants

PSO - Bulk of the disbursement has gone to CPEC and GOP projects

Laraib Energy Limited 20 Bulk of the disbursement (over 50%) has been made to hydel companies,
Others 5.0  WAPDA and coal power companies. The GoP has followed the merit order
Total Sukuk-Il Disbursements 2009  dispatch list (based on efficiency and cost) where RFO based plants have

received very little payment. The Sukuk 11 was initially expected to be used to
retire the outstanding capacity payments (CPP) of the power companies;
however, +60% of the Sukuk proceeds have been issued for the Energy payments
(EPP) of these plants.

Circular debt has ballooned — Sukuk-11 should help ease cash crunch
Circular debt has touched a high of whopping PKR 1.9-2.0tn whereas closure of
FO plants have already led to delays in Capacity Payments (CPP) of these IPPs,
thus leading to severe liquidity crunch for the entire Energy chain. To further
aggravate the issue, LNG receivables have also piled up to whopping PKR
~87bn. This has led to curtailment of cash payout by most companies. The
Sukuk-11 issuance should serve to benefit the entire energy chain and reduce the
severity of liquidity crunch, but may not lead to meaningful change in payout
policies.

RFO plants have received a very negligible amount

In the listed space, HUBC’s associate — CPHGC received PKR8.7bn (4% of total
as Energy Payments) while its subsidiary Laraib received PKR2.0bn (1% of total
as EPP). Among HUBC’s RFO based units Narowal received only PKRO.6bn
(0.3% of total) did not receive any disbursement, displaying the GOP’s partiality
towards relatively newer, more cost effective plants. Among other listed names,
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KAPCO received a substantial PKR11.7bn (6% of total as EPP), EPQL received
PKR3.0bn while NCPL and NPL received PKR1.4bn and PKR1.6bn respectively.

PKRmn
Company

WAPDA Hydel

FO Based
Liberty Power Tech Limited

Nishat Power Limited
Narowal Energy Limited
Attock Gen Limited
Pak Gen Power Limited

Atlas Power Limited
Gulf Powergen (Pvt) Ltd
Kohinoor Energy Ltd.

PSO
Laraib Energy Limited
Others

Exhibit: Disbursement of Sukuk-Il Payments

Port Qasim Electric Power Company
Central Power Generation Company Ltd

National Power Parks Management Company
Huaneng Shandong Ruyi Energy Ltd.
Quaid-e-azam Thermal Power Limited
National Power Parks Management Company
Kot Addu Power Company Ltd.

China Power Hub Generation company
Engro Powergen Thar (Pvt) Limited

Total of Top 10

Nishat Chunian Power Limited

The Hub Power Company Limited
Lalpir Power (Private) Limited
Saba Power Company (Pvt.) Ltd.

Total FO plants

Total Sukuk-Il Disbursements

Source
Coal
Gas

Hydel
RLNG
Coal
Hydel
RLNG
RLNG/FO
Coal
Coal

RFO
RFO
RFO
RFO
RFO
RFO
RFO
RFO
RFO
RFO
RFO
RFO

Hydel

EPP
10,203
9,971
12,871
8,619
11,956
12,871
11,675
8,705
2,949
89,821

842
823
720
619
375
278
24
9
435
487
4,612
1,920
29,574
125,926

Amount Paid
CPP
12,514
5,243
15,000
449
4,566
200
449

4,331
42,752

1,154
762
678

19
2,713
52
27,959
73,477

Total
22,717
15,214
15,000
13,320
13,185
12,156
13,320
11,675

8,705

7,280

132,573

1,996
1,585
1,398
619
375
278
100
24
9
435
506
7,325
1,972
59,033
200,903

Break-up
EPP CPP
45% 55%
66% 34%

0% 100%

97% 3%
65% 35%
98% 2%
97% 3%

100% 0%
100% 0%
41% 59%
68% 32%

42% 58%
52% 48%
52% 48%
100% 0%
100% 0%
100% 0%
0% 100%
100% 0%
100% 0%
100% 0%

0% 0%
96% 4%
63% 37%

0% 0%
97% 3%

50% 47%
63% 37%

EPP
8%
8%
0%

10%
7%
9%

10%
9%
7%
2%

71%

1%
1%
1%
0%
0%
0%
0%
0%
0%
0%
0%
0%
4%
0%
2%
23%
100%

% of Total

CPP Total

17% 11%
7% 8%

20% 7%
1% 7%
6% 7%
0% 6%
1% 7%
0% 6%
0% 4%
6% 4%

58% 66%

2% 1%
1% 1%
1% 1%
0% 0%
0% 0%
0% 0%
0% 0%
0% 0%
0% 0%
0% 0%
0% 0%
0% 0%
4% 4%
0% 0%
0% 1%

38% 29%
100%  100%

Source: |Gl Research, Industry Sources

Exhibit: Comparison of Sukuk-l and Sukuk-Il disbursements

PKR bn % of total Sukuk-I Allocation % of total Sukuk-II Allocation
PSO 30.0% 60 0.0% -

HUBC 8.5% 17 5.7% 11

KAPCO 10.8% 22 5.8% 12

NCPL 1.6% 3 0.8% 2

NPL 1.7% 3 0.7% 1

LPL 1.3% 3 0.0% 0

PKGP 1.3% 3 0.1% 0

EPQL 1.0% 2 1.5% 3

SPWL 0.8% 2 0.3% 1

KOHE 0.7% 1 0.3% 1
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Accumulation of circular debt has slowed down

Besides the outstanding dues which have piled up to historic highs, the
accumulation of circular debt has slowed down to PKR 12-15bn/month compared
to PKR 20-30bn/month since 2018. The primarily reason behind slowdown in
circular debt was the increase in power tariff in Jun-19 which led to substantial
drop in accumulation. This was further helped by drop in power generation on
RFO which dropped by 55%Y0Y in Jul-Nov 2019.

Issues for the RFO plants are far from over

The Government of Pakistan continues to engage with IPPs over the issue of for
recovery of overpayment and tariff reduction where a new committee has been
formed to take up this case. The government has constituted a sub-committee for
negotiation with IPPs for recovery of a massive PKR5tn overpayment to them and
renegotiating formula of their profits. The body will also negotiate with IPPs with
respect to modalities and mechanism for shifting from take or pay contract terms
to take and pay contract terms.

Current receivables position of companies

As accumulation of circular debt remained high at PKR 20-30bn/month till Sep-
19, the receivables position of IPPs, OMCs, refineries and E&Ps worsened
between Mar-19 to Mar-20 after improving post issuance of PKR 200bn Sukuk
in Jan-19. As a result, total receivables of HUBC, KAPCO, NCPL and NPL from
NTDC, CPPA and WAPDA stand at PKR 235bn while total receivables of PSO
from these IPPs and GENCO stand at PKR 102bn. Whereas total receivables of
OGDC, PPL and MARI from SSGC and SNGP stand at PKR 471bn whereas PKR
44bn and PKR 78bn from Refineries and CPGCL respectively.

Minimal payments to keep liquidity issues at float

Power sector remained under severe cash constraints during FY19/CY18 owing
to substantial rise in receivables. As a result, cash payouts dropped significantly
during FY19/CY18 to below 50% where previously these companies used to
payout close to 90%. Working capital requirement stood in the range of negative
17-21% of turnover for NCPL, NPL, KAPCO, HUBC, LPL, PKGP and SPWL
however for KOHE it was relatively better at 1%.

As a result of minimal EPP payments and negligible CPP payments to FO based
IPPs along with no payment to PSO, cash constraints for PSO and FO based IPPs
(such as HUBC, KAPCO, NCPL, NPL, LPL and PKGP) are likely to remain
where we expect these companies to keep on withholding cash payouts.
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Exhibit: Pakistan Energy Sector Circular Debt for Listed Companies (as at Mar-20)

E&Ps & Refinery: E&Ps are owed
PKR 593bn.

Refineries

MARI PPL 0GDC
178.940 299.040 314.963

Utilities and PSO: SNGP and SSGC
owe PKR 471bn to E&Ps while

SNGP owes PKR 87bn to PSO.
PSO owes PKR 17bn refineries.

*
129.087 l 222.729

CPGCL & KAPCO NCPL
Other IPPs FPLELTS 20.145

Power Distribution Sector: Disco's
including WAPDA, NTDC and
CPPA owe PKR 235bn to IPPs.

* Account available for Sep-19 only, ** Latest accounts not available

Source: |Gl Research, Company Financials
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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 IGI 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 IGI 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 IGI 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: IGI 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.

IGI Finex Securities Limited

Research Analyst(s) D Jama

Research Identity Number: BRP009 B £ Sl s 56 s e
© Copyright 2020 IGI Finex Securities Limited http://www.jammapunji.pk

Part of [G] Financial Services A A Packages Group Company



BRP - 009

1G1

Securities

Contact Details

Research Team
Saad Khan
Abdullah Farhan
Muhammad Saad
Bharat Kishore

Head of Research
Senior Analyst

Research Analyst
Database Officer

Equity Sales
Faisal Jawed Khan
Zaeem Haider Khan
Muhammad Naveed

Head of Equities
Regional Head (North)

Irfan Ali Regional Manager (Faisalabad)
Asif Saleem Branch Manager (RY Khan)
Mehtab Ali Branch Manager (Multan)

Zeeshan Kayani

IGI Finex Securities Limited

Trading Rights Entitlement Certificate (TREC) Holder of
Pakistan Stock Exchange Limited |

Corporate member of Pakistan Mercantile Exchange Limited

Head Office

Suite No 701-713, 7th Floor, The Forum, G-20,
Khayaban-e-Jami Block-09, Clifton, Karachi-75600
UAN: (+92-21) 111-444-001 | (+92-21) 111-234-234
Fax: (+92-21) 35309169, 35301780

Website: www.igisecurities.com.pk

Stock Exchange Office

Room # 134, 3rd Floor, Stock Exchange Building,
Stock Exchange Road, Karachi.

Tel: (+92-21) 32429613-4, 32462651-2

Fax: (+92-21) 32429607

IGI Finex Securities Limited
Research Analyst(s)

Research Identity Number: BRP009
© Copyright 2020 IGI Finex Securities Limited

Branch Manager (Abbottabad)

Tel: (+92-21) 111-234-234 Ext: 810
Tel: (+92-21) 111-234-234 Ext: 912
Tel: (+92-21) 111-234-234 Ext: 816
Tel: (+92-21) 111-234-234 Ext: 974

Tel: (+92-21) 35301779
Tel: (+92-42) 38303559-68
Regional Manager (Islamabad & Upper North)  Tel: (+92-51) 2604861-62
Tel: (+92-41) 2540843-45
Tel: (+92-68) 5871652-56

Tel: (+92-61) 4512003

Tel: (+92-992) 408243-44

saad.khan@igi.com.pk
abdullah.farhan@igi.com.pk
muhammad.saad@igi.com.pk
bharat.kishore@igi.com.pk

faisal.jawed@igi.com.pk
zaeem.haider@igi.com.pk
muhammad.naveed@igi.com.pk
irfan.ali@igi.com.pk
asif.saleem@igi.com.pk
mahtab.ali@igi.com.pk
zeeshan.kayani@igi.com.pk

Lahore Office
Shop # G-009, Ground Floor,
Packages Mall
Tel: (+92-42) 38303560-69
Fax: (+92-42) 38303559

Islamabad Office
Mezzanine Floor, Office 5, 6 & 7, Kashmir Plaza,
Block- B, Jinnah Avenue, Blue Area
Tel: (+92-51) 2604861-2, 2604864, 2273439
Fax: (+92-51) 2273861

Faisalabad Office
Room #: 515-516, 5th Floor, State Life
Building, 2- Liagat Road
Tel: (+92-41) 2540843-45
Fax: (+92-41) 2540815

Rahim Yar Khan Office
Plot # 12, Basement of Khalid Market,
Model Town, Town Hall Road
Tel: (+92-68) 5871652-3
Fax: (+92-68) 5871651

Multan Office
Mezzanine Floor, Abdali Tower,
Abdali Road
Tel: (92-61) 4512003, 4571183

. Jama

Aol L glamo a8l

http://www.jammapunji.pk

Part of lG[ Financial Services

A A Packages Group Company



	Day Break - Sukuk-II Disbursements
	Economy
	ContactDetails

