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Circular Debt
Resolution on the Cards

= According to sources, the resolution of the circular debt of IPPs with the government is almost
finalized with the following road map for the payment of outstanding receivables;
o 1stInstallment: 33.3% of outstanding amount (breakup will be; 33.3%: Cash and 66.7%:

Floating PIBs) in Jan’21

o 2" |nstallment: 33.3% of outstanding to be paid in Jun’21 (breakup will be; 33.3%: Cash

and 66.7%: Floating PIBs) and,

o Final amount in Dec’21 (breakup will be; 33.3%: Cash and 66.7%: Floating PIBSs)

= Qut of the total outstanding amount of PKR 1.1trn (as at Jun’20), ~ PKR400-450bn pertains to

IPPs.

= We believe this development will ease off the liquidity position of IPPs significantly. For current
receivable and payable position of energy chain companies, kindly see below table and on next

page table summarized impact on listed companies.

Table: Circular Debt Payment Road Map

PKR bn

Cash Floating PIBs Total
1st Installment (Jan’21) 50 100 150
2nd Installment (Jun'21) 50 100 150
Final Installment (Dec’21) 50 100 150
Total 150 300 450

Source (s): AHL Research

Exhibit: Historical Trend of Circular Debt
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Circular Debt
Receivables and Payables Position

Exhibit: Receivables and Payables Position of Listed Energy Chain Companies

PKR mn Receivables Payables Short term Net Net Overdue % of Total Govt. Holdings
y Borrowings Receivables Receivables/Share Receivables Receivables ' g
KAPCO 125,386 21,468 39,750 64,168 72.9 106,831 85.2% 45.7%
NPL 19,620 1,062 5,345 13,213 37.3 14,787 75.4% 0.0%
PKGP 22,327 1,084 9,047 12,196 32.8 14,182 63.5% 0.0%
NCPL 20,770 987 10,293 9,489 25.8 14,260 68.7% 0.0%
KOHE 7,730 38 4,788 2,904 171 6,021 77.9% 6.0%
LPL 20,073 1,034 12,147 6,891 18.1 12,417 61.9% 0.0%
EPQL 13,483 8,791 3,254 1,437 4.4 7,640 56.7% 0.0%
HUBC* 109,043 79,865 38,553 9,376 -7.2 92,104 84.5% 7.0%
OGDC 342,872 66,206 - 276,665 64.3 286,087 83.4% 85.0%
PPL 329,180 116,101 - 213,079 78.3 289,679 88.0% 74.9%
MARI** 32,049 39,711 - (7,662) (57.4) n/a n/a 38.4%
PSO*** 265,959 177,490 42,196 46,273 98.6 156,621 58.9% 43.3%
APL 13,943 29,060 - (15,118) (151.9) 7,689 55.1% 0.0%

Source(s): Company Financials, AHL Research, *Consolidated, **receivables from SSGC, SNGP and CPGC, Payables ex GIDC, ***including PKR 50bn LPS
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Analyst Certification: The research analyst(s) is (are) principally responsible for preparation of this report. The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject security (ies) or sector
(or economy), and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. In addition, we currently do not have
any interest (financial or otherwise) in the subject security (ies). Furthermore, compensation of the Analyst(s) is not determined nor based on any other service(s) that AHL is offering. Analyst(s) are not subject to the supervision or control of any
employee of AHL’s non-research departments, and no personal engaged in providing non-research services have any influence or control over the compensatory evaluation of the Analyst(s).

Equity Research Ratings
Arif Habib Limited (AHL) uses three rating categories, depending upon return form current market price, with Target period as Dec’21 for Target Price. In addition, return excludes all type of taxes. For more details kindly refer the following table;

Rating  Description

BUY Upside* of subject security(ies) is more than +10% from last closing of market price(s)
HOLD  Upside* of subject security(ies) is between -10% and +10% from last closing of market price(s)
SELL  Upside* of subject security(ies) is less than -10% from last closing of market price(s)

Equity Valuation Methodology

AHL Research uses the following valuation technique(s) to arrive at the period end target prices;
Discounted Cash Flow (DCF)

Dividend Discounted Model (DDM)

Sum of the Parts (SoTP)

Justified Price to Book (JPTB)

Reserved Base Valuation (RBV)
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Risks

The following risks may potentially impact our valuations of subject security (ies);
» Market risk

» Interest Rate Risk

» Exchange Rate (Currency) Risk

This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This publication is intended only for distribution to the clients of the
Company who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities. The information contained herein is based upon publicly available data and sources believed to be reliable. While
every care was taken to ensure accuracy and objectivity, AHL does not represent that it is accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and
particular needs of investors. The information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any
prior notice. AHL reserves the right to make modifications and alterations to this statement as may be required from time to time. However, AHL is under no obligation to update or keep the information current. AHL is committed to providing
independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Past performance is not necessarily a guide to future performance. This document is provided for
assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it
deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his or her own advisors to determine the merits and risks
of such investment. AHL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information contained in this report.
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