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Power Sector

Circular Debt Payment Agreement Signed

= |n a major development, Government of Pakistan on 24-Sep-2025 signed
loan facility with 18 banks worth PKR 1.225trn to settle overdue payments
related to circular debt stock to Independent Power Producers (IPPs).

= The loan facility will carry mark-up rate of Kibor minus 0.9% which is likely
to bring down cost by 2-5%. PKR 660bn will be utilized to restructure
existing loan of Power Holding Limited (PHL) while remaining PKR 565bn
will be utilized to settle payments to IPPs. The debt servicing of this loan
will be through Debt Service Surcharge (DSS) of PKR 3.23/unit over 6 years.

= PSO is likely to be key beneficiary if payments are made to NPPMCL,
QATPL and Nandipur plants which will ultimately flow through SNGP to
PSO. Moreover, OGDC and PPL are also likely to benefit having outstanding
dues from power sector. Moreover, coal based IPPs are also likely to
receive payments against their outstanding dues which is likely to benefit
LUCK, HUBC, FFC, THALL and ENGROH.

Government Signs Financing Agreement with Banks

In a major development, Government of Pakistan on 24-Sep-2025 signed
loan facility with 18 banks worth PKR 1.225trn to settle overdue payments
related to circular debt stock to Independent Power Producers (IPPs). This
will likely reduce the circular debt stock from PKR 1.614trn to PKR
0.339trn.

Exhibit: Total Power Sector Circular Debt

PKRbn
IPPs 908
PHL Loan 660
GENCOs 93
Total Power Sector Stock 1,661
Financing
Repay PHL Loans 660
Payments to IPPs 565
Total under agreement 1,225
Remaining through Subsidy 436
Total Power Sector Stock 1,661

Source: IMF, IGI Research

Loan facility to be utilized to settle IPP overdue

The loan facility will carry mark-up rate of Kibor minus 0.9% which is likely
to bring down cost by 2-5%. PKR 660bn will be utilized to restructure
existing loan of Power Holding Limited (PHL) while remaining PKR 565bn
will be utilized to settle payments to IPPs. The debt servicing of this loan
will be through Debt Service Surcharge (DSS) of PKR 3.23/unit over 6
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years, which is already levied in electricity bills. The loan will be repaid in
24 equal quarterly installments. To note, this approach does not impose
any additional burden on government or electricity consumers. The
Government has 30 days to request disbursements from the date of
signing of these agreements followed by 3 month window to drawdown
the funds.

LPS waiver clarity awaited

We await further clarity on the Late Payment Surcharge (LPS) on CPEC IPPs
as that was one of the issues raised by Chinese IPPs. Although Prime
Minister’s recent visit to China concluded successfully however there was
no update on whether agreement was reached on waiver of LPS.

Agreement to improve cash position within IPP and energy chain
This arrangement is likely to alleviate liquidity pressure on power sector
and improve cash position. Although clarity is awaited on specific
distribution of funds, however, it is likely that payments will be made to
coal, gas and LNG based plants among others. Thus, PSO is likely to be
key beneficiary if payments are made to NPPMCL, QATPL and Nandipur
plants which will ultimately flow through SNGP to PSO. Moreover, OGDC
and PPL are also likely to benefit having outstanding dues from power
sector. Moreover, coal based IPPs are also likely to receive payments
against their outstanding dues which is likely to benefit LUCK, HUBC, FFC,
THALL and ENGROH.

Exhibit: Energy Sector Receivables Company-wise

PKRbn Period Receivables Gas overdue Power Sector PKR/share
PSO Mar-25 454.35 278.10 68.16 145.19
SNGP Jun-24 283.18 28.81 108.76 171.48
0OGDC Mar-25 619.91 500.01 58.62 13.63
PPL Mar-25 591.55 571.63 5.14 1.89

Source: Company Financials, IGl Research

Exhibit: Power Sector Receivables Company-wise

PKRbn Plant Period Power Sector Stake Adjusted PKR/share
HUBC Jun-25 76.00 35.76 27.57
CPHGC 53.00 24.38 18.79
TEL 12.00 7.20 5.55
TNPTL 11.00 4.18 3.22
LUCK LEPCL Jun-25 15.51 15.51 10.59
FFC TEL Dec-24 12.00 3.60 2.53
ENGROH EPTL Dec-24 40.44 20.22 16.79
THALL TNPTL Dec-24 11.00 2.86 35.30

Source: Company Financials, |Gl Research
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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. All Research Analysts are receiving fixed pay and reporting directly to Head of Research
who reports to CEO.

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)

Valuation Methodology: To arrive at Target Prices, |Gl Finex Securities uses different valuation methodologies including
- Discounted Cash Flow (DCF)
- Reserve Based DCF
- Dividend Discount Model (DDM)
- Justified Price to Book
- Residual Income (RI)
- Relative Valuation (Price to Earning, Price to Sales, Price to Book)

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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