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Oil & Gas - Exploration Companies

Mari Petroleum Company Limited (MARI)

ECC allows removal of dividend cap for MARI

= According to newsprint, Economic Coordination Committee (ECC) in its meeting held on 03"-Feb-21 has allowed removal of
dividend distribution cap on Mari Petroleum Company Limited (MARI).

= Removal of cap on dividend distribution would pave way for privatization of GoP’s stake in MARI (18.4% or 24.5mn shares).
Based on last closing price of PKR 1,533.98/share, the amount of GoP’s stake in MARI stands at PKR 38bn or USD 235mn.

= Apart from GoP, Fauji Foundation and Oil & Gas Development Company (OGDC) hold 40% and 20% stake in MARI respectively.

= Tonote, MARI’s Gas Price Agreement (GPA) allowed ROE based dividend distribution mechanism which was to remain in place
till 2024. Under the distribution mechanism, payout was to be calculated at base rate of 30% ROE which would increase by 1% for
every 20mmcfd of incremental production over and above benchmark of 425mmcfd. However, the return was capped which could
not exceed 45%.

=  We expect MARI to post EPS of PKR 226/share in FY21 while increasing to PKR 240/share by FY23. With healthy cash generation
and no cash tied in circular debt, MARI’s FCF yields stand at 14-15%. Furthermore, the Company has PKR 58bn (or PKR 435/share)
in cash and cash equivalents as of Sep-20. Thus we expect, MARI’s payout ratio to increase substantially which as of FY20 stood
at mere 2.7%.

= Based on 50% payout ratio, MARI could distribute cash dividend of PKR 113/share for FY21.
= For OGDC, this would translate in to PKR 15bn (or PKR 0.7/share) based on 20% stake.

= We maintain MARI as our top pick with Dec-21 target price of PKR 1,991/share offering 30% upside from last close. MARI is
currently trading at FY21/22 P/E of 6.8/6.4x.

Exhibit: Privatization proceeds based on VWAP

VWAP PKR/Share GoP Stake in MARI (mn shares) Transaction Value (PKRmn)  Transaction Value (USDmn)*

3M 1,409 24.53 34,563 216
6M 1,392 24.53 34,146 213
oM 1,346 24.53 33,017 206
12m 1,272 24.53 31,202 195

Source: |Gl Research, Bloomberg, * Based on exchange rate of PKR 160
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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 1GI 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. The subject Company (ies) is a client of the IGI Finex Securities Limited and I1GI Finex Securities offers
brokerage services to subject company (ies) on a regular basis, in line with industry practice. 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 price on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)
Sell If target price on aforementioned security(ies) is less than -10%, from its last closing price(s)

Time Horizon: Dec — 2021

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, and credit risks, political and geopolitical
risks. The performance of company (ies) covered herein might unfavorably 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,
Last Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares outstanding by current
trading price. EPS: Earnings per Share. DPS: Dividend per Share. 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.
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