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HASCOL: Storage sharing adds to the bag of tricks
Still in relatively nascent stages of finalization with government
approvals and final clear-offs pending, the HPL, TPPL agreement
to share two storage depots are pending vital clear-offs. Two depots
are the underlying assets at play here, Daulatpur (with capacity to
hold 4,000/2,200MT HSD/MOGAS, first phase operational in Sept'15)
and Sahiwal (6,000/3,500MT HSD/MOGAS storage, commissioned
in Oct'17). Both are built on land purchased by HPL (3.75/6 acres
for Daulatpur/Sahiwal) where the current storage exceeds foreseeable
utilization of the facilities over the next three-five years. While
transferring only one-thirds of plant and machinery at these depots,
management has indicated that storage and handling income will
be booked. Our rudimentary calculations suggest that on a monthly
throughput of 3.5x we arrive at potential income of PkR~83mn.
Implication on the sector are wide-ranging, whereas HASCOL
benefits from higher asset utilization, improved efficiency and
leaves the door open to further collaboration with local OMCs,
leveraging its aggressive storage CAPEX. Our DCF based TP of
PkR316/sh offers 14.4% upside, implying an Accumulate stance.
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News and Views

As per latest data, the country managed to produce 11.485mn bales (up
7.49%YoY) during the current season as against 10.685mn bales in last
season.
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Russian Ambassador to Pakistan Alexey Y Dedov said that Russia was
ready to revamp the Pakistan Still Mill (PSM), but the GoP was yet
unclear about its actual plan whether to privatize it or give it on lease
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The ADB has shown interest in mutual cooperation with Pakistan Railways
(PR) to modernise its infrastructure, rolling stock and human resource
management.
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PM Abbasi on Monday urged National Assembly to debate on role and
constitutional limits of the institutions and supremacy of the parliament
to avoid any sort of confrontation that may cause harm to the country.
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HASCOL: Storage sharing adds to the bag of tricks
Still in relatively nascent stages of finalization with government
approvals and final clear-offs pending, the HPL, TPPL agreement to
share two storage depots are pending vital clear-offs. Two depots
are the underlying assets at play here, Daulatpur (with capacity to
hold 4,000/2,200MT HSD/MOGAS, first phase operational in Sept'15)
and Sahiwal (6,000/3,500MT HSD/MOGAS storage, commissioned in
Oct'17). Both are built on land purchased by HPL (3.75/6 acres for
Daulatpur/Sahiwal) where the current storage exceeds foreseeable
utilization of the facilities over the next three-five years. While
transferring only one-thirds of plant and machinery at these depots,
management has indicated that storage and handling income will be
booked. Our rudimentary calculations suggest that on a monthly
throughput of 3.5x we arrive at potential income of PkR~83mn.
Implication on the sector are wide-ranging, whereas HASCOL benefits
from higher asset utilization, improved efficiency and leaves the door
open to further collaboration with local OMCs, leveraging its
aggressive storage CAPEX. Our DCF based TP of PkR316/sh offers
14.4% upside, implying an Accumulate stance.
Leveraging storage locations: Both locations are lucratively positioned
near main highways, the PARCO Refinery (situated in Kot Adu, second
largest in terms of capacity) with access to major cities and on the periphery
of major towns (Nawabshah, Dadu, Khairpur are near Daulatpur is Sindh,
while Sahiwal is near PARCO refinery, south of Faisalabad covering the
Southern Punjab industrial belt). Total faces hurdles in expanding its
storage in the region, where it has a significant foothold in-terms of pumps
that need to be supplied regularly, while OGRA approvals have created
supply bottle-necks for them. In this regard, HPL also uses Total's depot
in Sahala for supplying its pumps in the north.
Potential handling income calculations: Management has indicated as
a part of the deal, HPL will be earnings PkR0.1/ltr in handling fees, while
one-third ownership (33%) in only the plant & machinery of both storages
will be transferred to Total. Based on the same, and incorporating a regular
throughput of 3.5x per month, we arrive at an annual incremental earnings
impact of PkR82.7mn (PkR0.57/sh) constituting ~3% of average earnings
over CY18-20F.

Back-of-the-envelope incremental
handling income earnings impact
HSD

MOGAS

Sahiwal

6,000

3500

Daulatpur

4,000

2200

Total
Monthly Throuput (X)

3.5

10000

5700

35,000

19,950

Quantity (Ltrs)

41,825,000

27,112,050

Monthly Income (PkR)

4,182,500.0

2,711,205.0

Annual Income (PkR)

50,190,000.0 32,534,460.0

Income/Sh

0.35

0.22

Source: Co. Report & AKD Research

Outlook: The deal aims to achieve higher utilization levels and generate
additional income from storage facilities not being used by HASCOL, in
the medium term. Keeping in mind HASCOL's current retail expansion
plans, storage facilities of Thalian, Mehmoodkot extension and Kotla Jam
(cumulative storage capacity of 93.5K tons) are expected to be completed
by 1HCY18. Additional benefits include inventory swaps, where product
procured at lower costs (increased flow of Total's supply from PARCO
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refinery) could lead to upsides from inventory translation gains. Additionally,
this could signal the beginning of an industry-level realization of relative
saturation and possible carving up of regional segments throughout the
country. Retail expansions have to be backed by adequate storage and
transport infrastructure, a feat that may be impeded by regulatory approvals,
signifying a first mover advantage for OMCs with diverse storage footprints
and a pipeline of hefty storage CAPEX.
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Disclosure Section
Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any
securities or other financial instrument and is for the personal information of the recipient containing general information only.
AKD Securities Limited (hereinafter referred as AKDS) is not soliciting any action based upon it. This report is not intended to
provide personal investment advice nor does it provide individually tailored investment advice. This report does not take into
account the specific investment objectives, financial situation/financial circumstances and the particular needs of any specific
person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and implementing
investment strategies discussed or recommended in this report and should understand that statements regarding future prospects
may not be realized. AKDS recommends that investors independently evaluate particular investments and strategies and it
encourages investors to seek the advice of a financial advisor.
The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives.
The securities or strategies discussed in this report may not be suitable for all investors, and certain investors may not be eligible
to purchase or participate in some or all of them.
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Reports prepared by AKDS research personnel are based on public information. AKDS makes every effort to use reliable,
report have not been reviewed by and may not reflect information known to professionals in other business areas of AKDS
including investment banking personnel. AKDS has established information barriers between certain business groups maintaining
complete independence of this research report.
This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any
proposed offering of securities or as agent of any issuer of any securities. Neither AKDS, nor any of its affiliates or their research
analysts have any authority whatsoever to make any representation or warranty on behalf of the issuer(s). AKDS Research
Policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by
an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.
We have taken all reasonable care to ensure that the information contained herein is accurate, up to date, and complies with
all prevailing Pakistani legislations. However, no liability can be accepted for any errors or omissions, or for any loss resulting
from the use of the information provided as any data and research material provided ahead of an investment decision are for
information purposes only. We shall not be liable for any errors in the provision of this information, or for any actions taken in
reliance thereon. We reserve the right to amend, alter, or withdraw any of the information contained in these pages at any time
and without notice. No liability is accepted for such changes.
Stock Ratings
Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. A
rating system which uses similar terms such as Buy, Accumulate, Neutral, Reduce and Sell is not equivalent to our rating system.
Investors should carefully read the definitions of all ratings used in each research report. In addition, research reports contain
information carrying the analyst's view and investors should carefully read the entire research report and not infer its contents
from the rating ascribed by the analyst. In any case, ratings or research should not be used or relied upon as investment advice.
An investor's decision to buy, sell or hold a stock should depend on individual circumstances (such as the investors existing
holdings or investment objectives) and other considerations. Please see our table below for ratings definitions which are based
on price returns.

Rating Definitions
Buy

> 20% upside potential

Accumulate

> 5% to < 20% upside potential

Neutral

< 5% to > -5% potential

Reduce

< -5% to > -20% downside potential

Sell

< -20% downside potential
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Analyst Certification of Independence
The analysts hereby certify that their views about the companies and their securities discussed in this report are accurately
expressed and that they have not received and will not receive direct or indirect compensation in exchange for expressing
specific recommendations or views in this report.
The research analysts, strategists or research associates principally having received compensation responsible for the preparation
of this AKDS research report based upon various factors including quality of research, investor client feedback, stock picking,
competitive factors and firm revenues.
Disclosure of Interest Area
AKDS and the authoring analyst do not have any interest in any companies recommended in this research report irrespective
of the fact that AKD Securities Limited may have, within the last three years, served as manager or co-manager of a public
offering of securities for, or currently may make a primary market in issues of, any or all of the entities mentioned in this report
or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to
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the investment concerned or a related investment.
Regional Disclosures (Outside Pakistan)
The information provided in this report and the report itself is not intended for distribution to, or use by, any person or entity in
any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject AKDS
or its affiliates to any registration or licensing requirements within such jurisdiction or country.
Furthermore, all copyrights, patents, intellectual and other property in the information contained in this report are held by AKDS.
No rights of any kind are licensed or assigned or shall otherwise pass to persons accessing this information. You may print
copies of the report or information contained within herein for your own private non-commercial use only, provided that you do
not change any copyright, trade mark or other proprietary notices. All other copying, reproducing, transmitting, distributing or
displaying of material in this report (by any means and in whole or in part) is prohibited.
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