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Company Update

Pakistan Oilfields Ltd.
Oil & Gas Exploration Companies

Recommendation HOLD

Target Price 428.6

Last Closing 386.5

Upside 10%
Market Data

Bloomberg Tkr. POL PA
Shares (mn) 236.5

Market Cap (PKRbn | USDmn) 91.4 872.5

Exchange KSE 100
Price Info. 90D 180D 365D

Abs. Return 12.3 48.3 28.5

Low 347.5 256.3 189.7

High 408.7 408.7 408.7

Key Company Financials

Period End: Jun

PKRbn FY15A FY16A FY17F FY18F
Total Revenue 30.9 24.8 30.2 33.8
Net Income 8.5 7.2 9.8 12.0
EPS (PKR) 35.8 30.6 41.3 50.7
DPS (PKR) 40.0 35.0 40.0 47.0
Total Assets 55.4 55.7 59.4 63.5
Total Equity 324 30.2 30.5 31.3
Key Financial Ratios

ROE (%) 26% 24% 32% 38%
P/E (X) 10.8 12.6 9.4 7.6
P/B (x) 2.8 3.0 3.0 2.9
DY (%) 10.3 9.1 10.3 12.2

Relative Price Performance & Shareholding
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About the Company

The Company is incorporated in Pakistan as a public limited
company. The Company is principally engaged in exploration,
drilling and production of crude oil and gas. The Company is a
subsidiary of the Attock Oil Company Limited, UK and its
ultimate parent is Bay View International Group, S.A.

Pakistan Oilfields Limited
Oil Price Slump Hits Bottom Line in
FY16

®  Pakistan Qilfields Limited (POL) posted a decline of 14%YoY in
earnings to PKR 7.2bn (EPS PKR 30.58) in FY16 as compared
to PKR 8.5bn (EPS PKR 35.76) in same period last year.

®  We have revised upwards our earnings estimates for FY17E
and FY18 to PKR 41/share and PKR 50/share incorporating full
year financial statements. We base our incremental earnings
on a) lower exploration expense, b) higher production potential
from Makori Deep 1, ¢) production uplift expected from
development and appraisal well from Tal block

®  We have rolled forward our target price for POL to Jun-17 from
earlier Dec-16. We maintain “HOLD” call with target price of
PKR 429/share, offering +10% upside from its last closing.

Earnings down by 14%YoY in FY16 (EPS PKR 30.58)

Pakistan Oilfields Limited (POL) posted a decline of 14%YoY in
earnings to PKR 7.2bn (EPS PKR 30.58) in FY16 as compared to
PKR 8.5bn (EPS PKR 35.76) in same period last year. This is largely
on the back of 44%YoY drop in oil prices to USD 40.7/bbl along with
+2%YoY higher operational costs at Tal Block.

Higher gas price pushes earnings up by +28%YoY in 4QFY16
For 4QFY16, earnings augmented by +28%YoY to PKR 1.4bn (EPS
PKR 5.89) owing to a) incremental gas price for Mamikhel, Maramzai
and Makori East priced under Petroleum Policy 2009 and 2012
(PPQ9 and PP12), and b) higher oil and gas production by +8%YoY
and +7%Yo0Y respectively, owing to incremental production from Tal
Block. Along with the result, POL also announced cash dividend of
PKR 20/share taking FY16 cumulative dividends to PKR 35/share.

Source: Bloomberg, KSE 100 & IGI Research
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Exhibit: POL Production

4QFY16 4QFY15 YoY FY16 FY15 YoY
Oil 583,975 540,934 8% 2,281,950 2,299,513 -1%
Gas 6,697 6,264 7% 27,415 25,959 6%
LPG 14,098 12,966 9% 54,310 49,020 11%
Solvent 6,921 4,484 54% 25,663 19,247 33%
Sulphur 176 117 50% 636 642 -1%

Source: |Gl Research and Company Financials
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Higher gas price for Maramzai, Makori East and Mamikhel

In accordance with Supplemental Agreement signed with Government for conversion to PP12, POL received retrospective
incremental income to the tune of PKR 648mn (PKR 2.7/share) from Maramzai, Mamikhel and Makori East in respect of
higher gas price applicable from 1% Jul-15 to 31* Dec-15. As per our estimates, gas price for Mamikhel (PP07) and
Maramzai/Makori East (PP09) has elevated by USD 0.12/mmbtu and USD 0.83/mmbtu respectively, at oil price of USD
45/bbl. Mardankhel will also be priced under PP12 which is predicted to come online by Oct-16.

Oil and LPG revenues plunge as prices drop, while gas revenues rise on the back of incremental price

Oil revenues plummeted by 41%YoY in FY16, due to 44%YoY decline in Arab Light prices and 1%YoY drop in production.
Realized oil price stood at USD 40.6/bbl as compared to USD 69.8/bbl in the same period last year. Gas revenue increased
by +24%Yo0Y in FY16 on the back of a) +6%Y0Y rise in production (mainly from Maramzai and Markori East), and b) higher
gas price for Maramzai, Mamikhel and Makori East under PP09 and PP12 and incremental income for the period 1% Jul-15
to 31% Dec-15. However, LPG revenues plunged by 19%YoY due to 11% drop in LPG price in FY16.

Exhibit: POL Revenues Exhibit: POL Realized Price

PKR’'mn 4QFY16 4QFY15 YoY FY16 FY15 YoY FY16 FY15 YoY
Oil 2,601 3,240 -20% 9,652 16,266 -41% Oil (USD/bbl) 40.6 69.8 -42%
Gas 2,509 1,884 33% 9,627 7,760 24% Gas (PKR/mmcf) 360.5 306.9 17%
LPG 1,136 1,081 5% 5,373 6,654 -19%

Solvent 35 36 -1% 186 189 -1%

Sulphur 5 - N/M 10 12 -12%

Total 6,287 6,241 1% 18,530 24,164 -23%

Source: IGI Research and Company Financials

Exhibit: Gross Margins in comparison with Sales and Gross Profit Exhibit: PBT, PAT and Effective Tax Rate
. Sales (PKR'mn) = PBT (PKR'mn)
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Outlook

We have revised upwards our earnings estimates for FY17E and FY18F to PKR 41/share (up by +8%) and PKR 51/share
(up by +20%) based on a) lower exploration expense owing to conservative exploration activity, b) higher production
potential from Makori Deep 1 predicted to come online in May-17, and c¢) production uplift anticipated from development and
appraisal well from Tal block. Mardankhel is forecasted to come online by Oct-16, while Tolanj West 1/Markori Deep
1/Makori East 5 is foreseen to commence production from 4QFY16. As a result, earnings are expected to augment by PKR
8.4/share and PKR 14.6/share in FY17 and FY18, respectively. Incremental gas price for Makori East, Maramzai and
Mamikhel is calculated to add PKR 3.97/share to company’s earning in FY17.

Moreover, the company expects to receive USD 34.39mn or PKR 3.6bn (PKR 15.27/share) for accumulated earnings till
Jun-15 for incremental gas price under Supplemental Agreement signed with Government in respect of Maramzai, Makori
East, Mamikhel (Tal block) and Domial (Ikhlas Block).

Exhibit: EPS and Target Price Sensitivity to Oil Prices

Oil Assumption (USD/bbl) EPS (PKR)
Target Price (PKR)
Scenarios FY17 FY18 FY19 FY17  FY18  FY19 —Jun'l7
Bear 40.0 45.0 45.0 36.9 457 459 402.5
Base 45.0 50.0 50.0 41.2 50.4 50.5 429.1
Bull 50.0 55.0 55.0 454 550 55.0 454.9

Source: IGI Research

Recommendation

We have rolled forward our target price for POL to Jun-17 from earlier Dec-16. We maintain “HOLD” call with target price of
PKR 429/share, offering +10% upside from its last closing. The company is currently trading at a FY17E P/E of 9.4x and
implied oil price of USD 41/bbl, offering a healthy dividend yield of 10.3%.

Exhibit: Financial Highlights

PKRmn 4QFY16 4QFY15 YoY FY16 FY15 YoY
Net Sales 6,287 6,477 -3% 24,848 30,881 -20%
Operating Costs 2,221 2,158 3% 8,872 8,726 2%
Royalty 541 521 4% 2,021 2,610 -23%
Amortization of D&D Cost 461 746 -38% 2,448 3,027 -19%
Gross Profit 2,997 2,992 0% 11,243 16,267 -31%
Exploration Costs 780 1,625 -52% 2,052 4,729 -57%
Finance Cost 185 190 -3% 1,022 987 4%
Other Income 66 204 -67% 1,411 1,563 -10%
PBT 1,976 1,526 29% 8,880 11,489 -23%
PAT 1,394 1,092 28% 7,234 8,459 -14%
EPS (PKR) 5.89 4.62 30.58 35.76

DPS (PKR) 20.00 25.00 35.00 40.00

Source: IGI Research and Company Financials
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies
and the security/securities discussed in this report accurately reflect his or her or their personal views and that he/she has
not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or
views in this report. The analyst(s) is principally responsible for the preparation of this research report and that he/she or
his/her close family/relative does not own 1% or more of a class of common equity securities of the following
company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by IGI Finex Securities Limited and is for
information purposes only. Whilst every effort has been made to ensure that all the information (including any
recommendations or opinions expressed) contained in this document (the information) is not misleading or unreliable, 1GI
Finex Securities Limited makes no representation as to the accuracy or completeness of the information. Neither, IGI Finex
Securities Limited nor any director, officer or employee of IGI Finex Securities Limited shall in any manner be liable or
responsible for any loss that may be occasioned as consequence of a party relying on the information. This document
takes no account of the investment objectives, financial situation and particular needs of investors, who shall seek further
professional advice before making any investment decision. This document and the information may not be reproduced,
distributed or published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by
any person or entity not a client of IGI Finex Securities Limited, else directed for distribution.

Rating system: IGI Finex Securities employs three tier ratings system, depending upon expected total return (return is
defined as capital gain exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System
Buy If target price on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If.target priceon aforementioned security(ies) is in between -10% and 10%, from its last closing
price(s)
Sell If target priceon aforementioned security(ies) is more than -10%, from its last closing price(s)

Time Horizon: Jun - 2017

Valuation Methodology: The analyst(s) has used following valuation methodology to arrive at the target price of the said
security (ies):
(Reserve Based DCF Valuation)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, credit risks,
political and geopolitical risks. The performance of company(ies) covered herein mightunfavorably be affected by multiple
factors including, business, economic, and political conditions. Hence, there is no assurance or guarantee that estimates,
recommendation, opinion, etc. given about the security(ies)/company(ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security
stated by an investment analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing
the best possible outcome for his investment. Market Cap.: Market capitalization is calculated by multiplying a company's
shares outstanding by current trading price. ROE: Return on equity is the amount of net income returned as a percentage
of shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to
Book ratio used to compare a stock's market value to its book value. DY: The dividend yield is dividend per share, divided
by the price per share.

IGI Finex Securities Limited

Research Analyst(s) Jama

Research Identity Number: BRP009 Lol chaanas 0—;5‘#_.,_.
© Copyright 2016 IGI Finex Securities Limited hitp:iferew. Jammagunii. gk
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