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Bloomberg: HUBC PA Fair Value: PKR 149

Corporate Briefing Session 1HFY24 — Key Takeaways 20 February 2024

* 1HFY24 Result. EPS: PKR 24.95 (+44% Y/Y) | DPS: PKR 9.00 (PKR 21.25 SPLY) )
Total Return Comparison
* New projects started reaping rewards. On a standalone/consol basis, 1HFY24 earnings increased by -

5/44% Y/Y. The decrease in standalone profit is primarily due to higher finance costs resulting from
higher interest rates. However, on a consolidated basis, the increase in earnings was driven by 1) COD 250
of TEL and TNPTL in Oct-22 and Feb-23, respectively, and 2) higher share of profit from associates due 200
to PKR/USD depreciation, partially offset by higher finance costs due to higher interest rates.
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* Power evacuation constraints pushed load factor down. CPHGC'’s load factor remained low, as a result g
of power evacuation constraints from south to north (7% in 1HFY24 vs 22% in 1HFY23), whereas, 50

TEL/LELs load factor remained stable at 88/52% in 1HFY24 (79/43% in 1HFY23).
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* SECMC acquisition. The additional acquisition of 9.5% of SECMC shares from HBL is subject to fs<s3 " 2880 za0=8¢8
obtaining corporate and regulatory approvals. According to management, this acquisition will be ——HUBC ——KSE 100
financed using the company's own sources, although the price cannot be disclosed at this time. .
Source: Zakheera, Optimus Research
* Conversion of HUB base plant. An MOU has been signed with KE for the potential conversion of two
units of RFO-fired base plant to thar coal following PPA expiry in Mar-27. However, significant
regulatory approvals are needed, and the tariff determination process is expected to take 2-2.5 years. Zayan Babar Khan REN: REP-107
Nonetheless, the management believes this plan aligns with the PPA's expiry. zayan.babar@optimus.pk EJama

+9221 3529 6888 x 2315 .
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* Payments to PSO. As per the company, part of the overdue receivables of PKR 53 BN as at Dec-23 on a

standalone basis are being financed through non-payment to PSO. SEE IMPORTANT DISCLOSURES AT THE END OF THE REPORT
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Dividends from CPHGC commenced. CPHGC distributed its inaugural dividend of USD 70 MN in Nov-23, with HUBC receiving its portion of USD
32 MN. However, this dividend was utilized to repay HPHL loans that were obtained for investments in TEL and TNPTL.

True-up status of CPHGC. According to management, the case is still under review by the tribunal, making it difficult to predict how much
longer it will take. However, the company is confident that their applications in the court will be approved in their favor.

First fill dispute. First fill arbitration has been concluded and the decision has been awarded in favor of HUBC, where the next step is the order
of the court. The arbitration amount of PKR 11.5 BN has already been accounted for in the earnings, as the company had a strong case.
However, according to management, there will be a positive cash flow impact.

Dividends from TEL/TNPTL. Providing a timeline is challenging, as the lender’s turnaround time for Chinese differs significantly from what we
are accustomed to here, as per the management’s view.

Overdue trade debts position. Overdue receivables of base plant, NEL, LEL, CPHGC, TEL and TNPTL are ~ PKR 53.0, 8.5, 7.5, 93.0, 10.7 and 10.1
BN respectively as at Dec-23, according to the management.

Future growth. HUBC is actively involved in pursuing the wastewater treatment plant project in SITE, which is currently undergoing a
competitive bidding process led by govt. of Sindh. The company is also exploring opportunities in new sectors of interest, such as renewable
energy, battery energy storage solutions (BESS), as well as EV’s and their associated value chain.
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Earnings Snapshot
PKR MN (Consolidated) 2QFY24 1QFY24 4QFY23 3QFY23 2QFY23 Q/Q Y/Y 1HFY24 1HFY23 Y/Y
Sales 29,913 33,730 32,345 27,231 25,097 -11% 19% 63,643 54,687 16%
Cost of Sales 13,162 16,994 15,284 14,098 12,234  -23% 8% 30,156 32,102 -6%
Gross Profit 16,751 16,736 17,061 13,133 12,863 0% 30% 33,488 22,585 48%
General and Admin Expenses 692 346 394 342 351 100% 97% 1,038 633 64%
Operating Profit 16,059 16,390 16,667 12,791 12,512 2% 28% 32,449 21,952 48%
Finance Costs 6,977 7,069 7,479 4,721 4,788 -1%  46% 14,046 7,124 97%
Other Income 900 281 2,838 (159) 495 221% 82% 1,181 907 30%
Other Operating Expenses 162 150 (437) 75 410 8% -61% 312 441 -29%
Insurance Claim - 38 510 - - -100% n.m 38 - n.m
Share of Associates' Profit 10,565 12,035 14,763 6,476 9,986 -12% 6% 22,600 13,077 73%
Profit Before Tax 20,386 21,525 27,736 14,311 17,795 -5% 15% 41,911 28,372 48%
Taxation 3,203 3,207 2,159 2,034 3,115 0% 3% 6,410 4,218 52%
Profit for the Year 17,183 18,318 25,576 12,277 14,680 -6% 17% 35,501 24,154 47%
Profit to Minority Interest 1,905 1,237 1,669 1,027 1,382 54% 38% 3,141 1,757 79%
Profit to the Company Shareholders 15,278 17,082 23,907 11,249 13,299 -11% 15% 32,360 22,398 44%
EPS 11.78 13.17 18.43 8.67 10.25 24.95 17.27

DPS 4.00 5.00 6.00 2.75 5.75 9.00 21.25

Source: Company Accounts, Optimus Research
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Analyst Certification

The research analyst for this report, Zayan Babar Khan, certifies that: (1) all of the views expressed in this report accurately reflects his personal
views about the subject and (2) no part of any research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst in this report.

Disclaimer

This report has been prepared by Optimus Capital Management (Pvt.) Ltd. [Optimus] and is provided for information purposes only. Under no
circumstances, this is to be used or considered as an offer to sell or solicitation or any offer to buy. While reasonable care has been taken to
ensure that the information contained in this report is not untrue or misleading at the time of its publication, Optimus makes no representation as
to its accuracy or completeness and it should not be relied upon as such. From time to time, Optimus and/or any of its officers or directors may, as
permitted by applicable laws, have a position, or otherwise be interested in any transaction, in any securities directly or indirectly subject of this
report. Optimus as a firm may have business relationships, including investment banking relationships with the companies referred to in this
report. This report is provided only for the information of professional advisers who are expected to make their own investment decisions without
undue reliance on this report and Optimus accepts no responsibility whatsoever for any direct or indirect consequential loss arising from any use
of this report or its contents. At the same time, it should be noted that investments in capital markets are also subject to market risks. This report
may not be reproduced, distributed or published by any recipient for any purpose.



