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K-Electric Limited
NEPRA approved KEL's Generation Tariff

The National Electric Power Regulatory Authority (NEPRA) has approved K-Electric’s (KEL) generation tariff for its power plants. To recall, on Dec 01,
2022 KEL filed tariff petition, for its generation plants for the period commencing from Jul 01, 2023 till remaining licensed useful lives of respective
plants.
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Brief Takeaways

The key takeaways from tariff decision are as follows:

= Return on Equity: NEPRA has authorized a 14% USD-based return on equity (RoE) for KEL’s power plants, earlier it was 15%.

= Tariff Control Period: Most of KEL’s plants have a 7-year tariff control period, except for BQPS-IIl, which has an 11-year control period aligned
with debt servicing.

= Operating Mode: The tariff operates on a "Take or Pay" model for all power plants, with KE handling the fuel arrangements.

= Debt-to-Equity Ratio: NEPRA has maintained the 70:30 ratio for plants.

= Savings Sharing Mechanism: A savings-sharing model has been implemented, where 60% of fuel and O&M cost savings are allocated to
consumers. However, for BQPS-I, only 50% of fuel savings are shared with consumers.

= Tax and Additional Charges: NEPRA has approved KEL's request for the tax on foreign lender interest payments as a pass-through cost.

= Black Start charges: The authority mentioned that the decision on Black Start and Startup charges will be made separately, after a third-party
evaluation.

= Must Run Status: KEL has a "Take or Pay" agreement for the supply of RLNG from Pakistan LNG Limited (PLL), which is set to expire in Dec’25.
KEL requested the regulatory authority to grant "must-run" status for the plant and allow the associated costs to be passed through. However, the
authority has decided not to give the ‘must run’ status to RLNG plants under the current arrangement.

= Earning Impact: Based on generation tariff we estimate the earnings to arrive at PKR 0.52/share which is adjusted for additional short-term
borrowings cost and T&D losses (assuming 15.0% T&D and 11.7% benchmark). Also, total earnings would also dependent on the distribution tariff

which is yet to be approved by the NEPRA.
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Exhibit: KEL's Tariff Summary - Levelized

BQPS-I BQPS-II KCCPP KTGEPS SGEPS BQPS-III

Fuel FO RLNG RLNG RLNG RLNG RLNG
Net Capacity MW 693.08 494.53 220.83 92.05 92.73 899.60
Energy Purchase Price PKR/KWh 34.43 31.38 32.17 53.18 35.57 21.07
Fuel Cost Component - 34.10 30.69 30.40 50.75 33.69 20.67
Variable O&M (Local) - 0.19 0.06 0.08 0.08 0.64 0.04
Variable O&M (Foreign) - 0.13 0.63 1.69 2.35 1.23 0.35
Capacity Purchase Price - 2.19 3.23 3.52 3.53 2.47 2.97
Fixed O&M (Local) - 0.59 0.21 0.46 0.46 0.79 0.33
Fixed O&M (Foreign) - 0.20 0.25 0.26 0.27 - 0.11
Insurance - 0.01 0.06 0.06 0.06 0.04 0.11
Cost of Working Capital - 0.54 0.50 0.54 0.54 0.26 0.49
RokRB e 0.42 1.71 1.61 1.61 1.02 1.25
Costof Debt - 0.27 1.08 1.01 1.01 0.63 1.22
Cost of EQuity - 0.15 0.62 0.60 0.60 0.39 0.02
Depreciaton - 0.43 0.50 0.58 0.58 0.36 -
Plant Factor 60% 60% 60% 60% 60% 90%
Capacity Purchase Price @ Plant Factor 3.66 5.38 5.86 5.88 4.12 3.30
Total Tariff e 38.08 36.76 38.03 59.06 39.69 24.37

Source (s): NEPRA, AHL Research

23 October 2024
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Analyst Certification and Disclaimer

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 Jun 2025 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 +15% from last closing of market price(s)

HOLD Upside* of subject security(ies) is between -15% and +15% from last closing of market
price(s)

SELL Upside* of subject security(ies) is less than -15% 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 Discount Model (DDM)

Ll Sum of the Parts (SoTP)

] Justified Price to Book (JPTB)

Ll Reserved Base Valuation (RBV)

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

= Interest Rate Risk

= Exchange Rate (Currency) Risk

Disclaimer: 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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