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o The conflict between the GoP and IPPs seems to be on the path of
+92-111-111-721 ext. 123

resolution after IPPs have withdrawn sovereign guarantee encashment
demand, as per media outlets. LPL’s claim was PKR 4.6bn as per books.

¢ Total outstanding of the IPPs have reached PKR 414bn, where IPPs have
failed to recover receivables due to circular debt.

Company Information

o LPL paid Rs2/sh as cash dividend in CY16. If LPL gets receivable after Symbol LPL
budget speech than dividend stream could also increase. LPL dividend Bloomberg LPLPA
outflow was Rs759mn in CY16. We believe even if receivable issue persists [ aa{e=) 20.5
t7h63r112L;L I_(I:an continue di\t/lid.enii streamtianiFr;e 2W;t/h rc])ld payout ;?tio of 52 weeks low-high 19.91-25.15

12%. 'owever, we anticipate payout of Rs2.5/sh or m.ore'a er ' . No. of Shares 379.84 mn
aforementioned development between IPPs & GoP — which is again subject
to future EPS. Market Capitilization (PKR) 7.77 bn

o Nonetheless, we believe understanding between the government and IPPs Beta 0.43
is a positives sign for the power sector. The power generation & distribution Avg. Vol. (12M) 504,904
sector yielded average historical P/E of 9.65x (tabulated PEs of listed EV/sh (PKR) 21.62
entities at KSE100 index), versus KSE100 PE multiple of 12x-13x

(tabulated PEs of KSE100 index companies). Sl SR

e LPL recently shown growth in their 1QCY17 results. The sales have
increased by 37pps resulting in a PAT increase of 30pps.

o Considering the demand of electricity in the country and GoP commitment
to resolve energy crises prior to general elections, LPL may have capacity
to increase its supply. It is currently operating at a capacity utilization of less
than 50% (load factor: 65.6%). The total capacity of the plant is 362MW.

e LPL also has an equity stake in Lalpir Solar (Pvt) Ltd, which is set to start
commercial operation in Mar-18, as per AEDB. The plant has a capacity of
20MW. Along with that, LPL, a Nishat group entity, has investment in Nishat
Energy.

e LPL current debt-to-assets ratio is 47.02% with a reasonable long-term-
debts-to-assets ratio of 3.37%.

Investment in books:

e LPL Solar (Pvt) Limited
o Nishat Energy

CPPA is the sole customer of LPL

LPL is a Nishat Group company

LPL

000' % change 1QCY17 1QCY16
Sales 37% 4,355,872 3,187,209
CoS 40%  (3,804,236) (2,711,405)
GP 16% 551,636 475,804
Expenses 30% (65,567) (50,260)
Other Income 35% 1,585 1,174
oP 14% 487,654 426,718
Finance cost -7% (167,706)  (180,864)
PBT 30% 319,948 245,854
Tax - - -
PAT 30% 319,948 245,854
EPS 30% 0.84 0.65
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‘Research Analyst’ Certification: ‘Research Analyst’ involves in this ‘Research Report’ certifies that:

- ‘Research Analyst’ or any of his close relatives do not have a financial interest in the securities
of the ‘Subject Company’ aggregating more than 1% of the value of the ‘Subject Company’

-Research Analyst or his close relative has neither served as a director/officer in the past 3 years
nor received any compensation from the Subject Company in the previous 12 months

- His compensation will not be related to the recommendations or views given in Research
Report

Distribution of ‘Research Report’

Standard Capital Securities (Pvt.) Ltd. will distribute Research Report to clients in a timely manner
through electronic distribution vide email or through physical distribution such as courier
express. Standard Capital will make all efforts; even so it is possible that not all clients may
receive Research Report at the same time given technical glitches or breakdown/slowdown of
internet during the process of sending emails.

‘Research Entity’ Disclosures

-Standard Capital Securities (Pvt.) Ltd. or any of its officers and directors does not have a
significant financial interest (above 1% of the value of the securities) of the subject company.
-Standard Capital Securities (Pvt.) Ltd. employee including directors, officers or associates has not
served the subject company in preceding 36 months.

-Subject Company is not been a client for Standard Capital Securities (Pvt.) Ltd. during the
publication of Research Report

-Standard Capital Securities (Pvt.) Ltd. has not managed public offering, take over or buyback of
securities for the Subject Company in the past 12 months neither receives any compensation
from the subject company for corporate advisory or underwriting services in the past 12 months.
-Standard Capital Securities (Pvt.) Ltd. hasn’t recently underwritten/or not in the process of
underwriting the securities of an issuer mentioned herein. Standard Capital Securities (Pvt.) Ltd.
hasn’t have provided/providing advisory services to the issuer mentioned herein.

Risk disclosures impeding target price

The Subject Company is exposed to market risks, such as changes in interest rates, exchange
rates, changes in raw material prices. Subject company can also exposed to risk such as
derivative transaction or certain regulatory changes from government authorities.

Rating System
- Standard Capital Securities (Pvt.) Ltd. standardized recommendation structure i.e. positive, Hold
and negative, based on rating system i.e.

- (Target Price, if any/Current Price - 1) > 10% Positive
- (Target Price, if any/Current Price - 1) <-10% Negative
- less than 10% (Target Price, if any/Current Price -1) Hold
- The time duration is the financial reporting period of Subject Company.

Valuation method

Following research techniques adopted to calculate target price/recommendation
- Price to earnings & Price to Book, EV-EBITDA multiple
- Discounted Cash flows or Dividend Discount Model or Enterprise Value
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