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Sector Update

Monthly Power Generation Mix (Apr-16) - Gwh

Source Apr-16 Apr-15 YoY Mar-16 MoM
Hydel 2,386 1,473 62% 1,855 29%
RFO 2,251 2,880 -22% 1,992 13%
Gas 2,524 1,964 28% 2,231 13%
HSD 13 371 -97% 12 9%
Others 640 653 -2% 645 -1%
Total 7,814 7,342 6% 6,735 16%
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Power Generation & Distribution
Generation up by +6%YoY in Apr-16

®  Power generation through RFO for the month of Feb-16 witnessed
a +22%YoY/7%MoM slump, which in our view is primarily due to
71%YoY/87%YoY lower generation from KAPCO block 1/block 2.

® As per Nepra, power cost on RFO is up by +5%MoM to PKR
5.38/Kwh which is still lower than PKR 5.74/Kwh for gas.

®  We expect generation on gas to increase due to higher availability
of LNG going forward. RFO based generation is also foreseen to
pick up due to seasonal demand and lower cost. Hydel based
power is anticipated to improve from May-16 onwards attributed to
better availability of water during monsoon season.

Generation picks up by +6%YoY in Apr-16

As per latest data available at NEPRA, overall power generation
during the month of Apr-16 augmented by+6.0%YoY/+16.0%MoM to
7,814Gwh. Generation on Gas/Hydel surged by
+62%YoY/+28%Y0Y, while production on RFO plunged by 22%YoY.

FO: Lower Generation from KAPCO and Hub Narowal

Power generation through RFO in Apr-16 witnessed a 22%YoY
slump (up by +13%MoM), which is primarily due to 19%YoY/56%YoY
lower generation from KAPCO block 1/block 2 as the production on
gas has increased due to LNG availability. Furthermore, lower
production from Hub Narowal, Liberty Power and Lalpir resulted in
overall decline in RFO based power generation.

LNG — Supply Revives Gas Based Power Plants

Gas based power generation surged by +28%YoY/13%MoM in Apr-
16 owing to production increase of 3.61xYoY from KAPCO block 1,
54%YoY from Liberty, 35%YoY from Rousch and 9%YoY from Uch
power.

Cost of generation through FO up by +5%MoM

As per Nepra, power cost on RFO is up by +5%MoM to PKR
5.38/Kwh which is still lower than PKR 5.74/Kwh for gas. However,
with international RFO (180cst bunker fuel) averaging around USD
221/Mton for May-16 (USD 186/Mton in Apr-16), we expect
generation cost on RFO to increase marginally in May-16.
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Exhibit: Cost of generation on FO and Gas (According to Data
released by NEPRA)

Exhibit: FO Prices (PKR/Mton) and Fuel Cost of FO-PKR/Kwh
(According to Data released by NEPRA)

——FO (PKR/Kwh)

Gas (PKR/Kwh)

——FO Prices (PKR/Mton)

Fuel Cost of FO (PKR/Kwh) - RHS

12.0 62,000 12.0
- 11.0
100 +\ /\ 50,000 7
\f \ \ - 100
8.0 38,000 - 90
\—\ \Q | 80
6.0 /\/\/“ % — 26,000 ‘\_\\/_’, 0
- 6.0
4.0
14,000 \ = co
20 T T T T T T T T T T T T T T T 1 2,000 | BN B B S B B B e S B B B R B S B B B R B S R R R R 40
908 BYY 8B eY 08 gg Qg 208889888888 289gg
Source: IGl Research, NEPRA
Generation up by +4%YoY in 10MFY16
Overall power generation was up by+4%YoY to 80,382Gwh in 10MFY16, where a) gas based power went up by
+36%Y0Y to 23,283Gwh owing to availability of LNG, b) RFO based generation plunged by 9%YoY to 24,133Gwh and, c¢)
generation through Hydel leaped up by +7%YoY to 26,948Gwh.
Outlook
We expect generation on gas to increase due to higher availability of LNG going forward. RFO based generation is also
foreseen to pick up due to seasonal demand and lower cost. As highlighted in the media reports, PSO has imported
record levels of HSFO and LSFO to meet the demand in May/June-16. Hydel based power is anticipated to improve from
May-16 onwards attributed to better availability of water during monsoon season.
Exhibit: Power Generation Mix (Apr-16)
Gwh Apr-16  Apr-15 YoY Mar-16 MoM 10MFY16 10MFY15 YoY
Hydel 2,386 1,473 62% 1,855 29% 26,948 25,212 7%
RFO 2,251 2,880 -22% 1,992 13% 24,133 26,417 -9%
Gas 2,524 1,964 28% 2,231  13% 23,283 17,135 36%
HSD 13 371 -97% 12 9% 1,207 2,675 -55%
Others 640 653 -2% 645 -1% 4,810 6,075 -21%
Total 7,814 7,342 6% 6,735 16% 80,382 77,515 4%
Source: IGI Research, NEPRA
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Analyst Certification

The analyst® hereby certify that the views about the company/companies and the security/securities discussed in this report are
accurately expressed 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 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

This document has been 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 IGl 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. This document and the information may not be reproduced, distributed or
published by any recipient for any purpose.

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

Hold If return on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)

Sell If return on aforementioned security(ies) is more than -10%, from its last closing price(s)
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