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NCPL is established as an IPP under the Power Policy, 2002. NCPL was incorporated as a 
public limited company on February 23, 2007 as and is listed on Karachi and Lahore Stock 
Exchanges. NCPL is a subsidiary of Nishat (Chunian) Limited (NCL). The external auditors of 

the company for FY13 & FY14 were A.F. Ferguson & Co., Chartered Accountants  
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Overview of the Institution 

Nishat Chunian Power Limited (NCPL) is an Independent Power Plant (IPP) having gross 
capacity of 200MW under a 25 year Power Purchase Agreement (PPA) with National 
Transmission & Dispatch Company Limited (NTDCL). Government of Pakitsan’s (GoP) 
guarantee on NTDCL payments to the company is a key rating factor. An operations and 
maintenance (O&M) agreement exists between NCPL and Wartsila Pakistan (Pvt.) Limited for a 
period of 5 years from the commencement of operations i.e. July 2010 or 35,000 hours, 
whichever expires first. The O&M agreement is expected to mature by Dec’14/Jan’15 upon 
completion of 35,000 hours of plant operations. Subsequently, the company plans to carryout 
O&M in-house to save related costs. As per management, the company possesses required level 
of in-house skill set to have smooth plant operations. Ability to do so will be tested over time. 

A sizable gap between billing and recovery of electicity has led to accumulation of inter-
corporate debt in the power sector. Meanwhile, cost of generation in Pakistan has remained high 
owing to an expensive fuel mix with oil & gas contributing 64% of the total electricity generated 
and high transmission and distribution losses. A more permanent solution for reduction in the 
inter-corporate debt rests in utilizing a cheaper energy mix. 

As a short-term solution, GoP’s bailout package on reducing inter-corporate debt around the end 
of Jun’13, boded well for the power sector. This also had a positive impact on NCPL as related 
trade debts declined considerably to Rs. 5.8b (end-FY12: Rs. 11.7b) that were impeding the 
company from procuring fuel. Resulantly, capacity utilization improved to 84% (FY13: 75%) 
during 9M14. Trade debts have however increased again to Rs. 9.9b by end-9M14 of which Rs. 
4.2b was overdue. As per PPA, NTDCL makes delayed payment charges to the company at 3M-
KIBOR + 4.5%. The company relies on funding its trade debts by availing commercial lines, 
which increased to Rs. 5.3b (end-FY13: Rs. 4.2m) at end-9M14. Recently, NCPL has been able 
to negotiate mark-up at 1 to 6M-Kibor + 0.4% - 0.5% (previous average was around 3M-Kibor 
+ 2%) along with enhancement in limit in case of working capital lines from commercial banks 
to around Rs. 10b (end-FY13: Rs. 6.3b). Premium differential on short-term borrowings and 
delayed payments from NTDCL generates a positive spread income for the company. 

The revenue of NCPL is driven by two components; Energy Purchase Price (EPP) and Capacity 
Purchase Price (CPP) with CPP being the primary driver of profitability. Total revenues 
(annualized) increased during 9M14 on the back of enhanced electricity generation; reflected in 
higher EPP. Resultantly, with lower proportion of CPP component, gross margin declined to 
17.1% (FY13: 20.1%, FY12: 23.9%). Finance cost (annualized) declined to Rs. 1.8b (FY13: Rs. 
2.4b, FY12: 3.1b) on account of lower average debt levels along with favorable markup 
negotiated on short-term credit lines during 9M14. 

Funds from operations (FFO) was higher at Rs. 3.6b (FY12: 3.0b) during FY13 on the back of 
higher profitability. FFO (annualized) improved further to Rs. 3.9b during 9M14. However, FFO 
to total debt was lower at 0.22x (FY13: 0.28x) on account of higher debt levels. Cash flows, after 
accounting for working capital changes, were under pressure during 9M14 on account of delayed 
payments from NTDCL. Recovery of outstanding dues is considered essentially to ease the 
pressure on liquidity. NCPL employs a high dividend payout ratio, which has been increasing on 
a timeline basis. Given stressed cash flows, the company may need to revisit its dividend policy. 
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Key Financial Trends 

(Rs. billion) FY12 FY13 9M14 

Net Sales* 21.6 25.2 27.5 

Net Profit * 2.0 2.7 2.8 

Equity 6.0 7.3 6.8 

Total Debt 20.8 12.9 17.4 

Gearing (x)   3.5 1.8       2.6 

Debt Leverage (x)   3.8 2.1 2.9 

FFO* 3.0 3.6 3.9 

FFO/Total Debt (x)* 0.14 0.28 0.22 

ROAE (%)* 36.8 41.3 39.5 

ROAA (%)* 7.5 10.7 11.3 

 *Annualized    
    

Category Latest Previous 

   Entity A+/A-2 A+/A-2 
  
 Nov 20,’14         Sept 25,’13
   
Outlook Stable     Stable     
                         Nov 20,’14 Sept 25,’13                                    
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