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ECC Approves Gas Price Hike Ahead of IMF
Review

=  On October 23th, 2023, the Economic Coordination Committee (ECC)
gave its long-awaited approval for a gas price hike to take effect from
November 1st, 2023. This will be presented to the federal cabinet for final
approval after which OGRA will notify the gas tariff.

* To highlight, fixed charges for protected and non-protected consumers
has also been increased to PKR 400/month and PKR 1,000-2000/month
(depending on slab) from PKR 10/month and PKR 460/month respectively.

= Gas tariff for protected consumers remained unchanged while for non-
protected domestic consumers tariff has been raised by up to 173%. Tariff
for CNG, commerical, non-export, export and fertilizer has gone up by
144%, 136%, 117%, 86% and 14% respectively.

»  Gas charges represent almost 1% of the urban CPI index. With the said
increase in gas prices, we expect overall 0.5% increase in CPI reading. Gas
price hike is also likely to curtail furture buildup in gas circular debt

ECC gives nod for gas tariff hike after much delay

On October 23th, 2023, the Economic Coordination Committee (ECC) gave
its long-awaited approval for a gas price hike to take effect from
November 1st, 2023. The revision in gas prices was suppose to take effect
from 15t-July-23. This will be presented to the federal cabinet for final
approval after which OGRA will notify the gas tariff.

After much delay, the approval comes just a head of the IMF review where
gas price increase was one of the targets which had to be met. Gas price
hike is also likely to curtail furture buildup in gas circular debt.

Fixed Charges: To highlight, fixed charges for protected and non-
protected consumers has also been increased to PKR 400/month and PKR
1,000-2000/month (depending on slab) from PKR 10/month and PKR
460/month respectively.

Domestic - Gas tariff for protected consumers remained unchanged while
for non-protected domestic consumers tariff has been raised by up to
173%

Other Categories - Tariff for CNG, commerical, non-export, export and
fertilizer has gone up by 144%, 136%, 117%, 86% and 14% respectively.
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Exhibit: Revised gas prices approved by ECC

Revised Gas Tariff for Domestic (Residential) consumers

in PKR/mmbtu Existing Revised % Change
Protected*

Up to 0.25 hm3 121 121 0%
Up to 0.50 hm3 150 150 0%
Up to 0.60 hm3 200 200 0%
Up to 0.90 hm3 250 250 0%
Non-Protected**

Up to 0.25 hm3 200 300 50%
Up to 0.6 hm3 300 600 100%
Up to 1.0 hm3 400 1,000 150%
Upto 1.5 hm3 600 1,200 100%
Up to 2.0 hm3 800 1,600 100%
Up to 3.0 hm3 1,100 3,000 173%
Up to 4.0 hm3 2,000 3,500 75%
Above 4.0 hm3 3,100 4,000 29%

Source: MoF, IGI Research, *Protected Category (up to 0.5hm3) to pay fixed charge of PKR
400/ month, ** Non-Protected Category to pay fixed charge of PKR 1,000-2,000/month

Exhibit: Revised gas prices approved by ECC

Revised Gas Tariff for other catergories of consumers

in PKR/mmbtu Existing Revised % Change
Bulk 1,600 2,000 25%
Special Commercial (Roti Tandoors) 697 697 0%
Commercial 1,650 3,900 136%
Power (KE, SNPC, EPQL) 1,050 1,050 0%
Power (Liberty) 2,406 3,890 62%
Fertilizer (Feed - Engro) 200 200 0%
Fertilizer (Feed - FFBL) 510 580 14%
Fertilizer (Fuel) 1,500 1,580 5%
Cement 1,500 4,400 193%
Export (Process) 1,100 2,050 86%
Export (Captive) 1,100 2,050 86%
Non-Export (Process) 1,200 2,600 117%
Non-Export (Captive) 1,200 2,600 117%
CNG 1,805 4,400 144%
Weighted Average 914 1,397 53%

Source: MoF, IGI Research,.

Fertiliser sector likely to pass on incremental gas prices to
consumers, negative impact of revised gas tariff on cement
companies and other with gas-based captive plants

Fertilizer: Gas prices for fertilizer sector has been increased to PKR
580/mmbtu and PKR 1,580/mmbtu from PKR 510/mmbtu and PKR
1,500/mmbtu for feed and fuel gas respectively. Fertilizer sector is likely to
pass over the impact of gas price increase to end consumer. For EFERT,
the impact will be minimal where we estimate the Company to increase
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the price by PKR 100/bag as it is already being charged gas on PP12
pricing for 30% of its feed gas. For FFC which is procuring feed gas from
MARI at PKR 302/mmbtu will likely increase the price by PKR 500/bag.

Cement: Cement sector witnessed highest increase in gas prices by 193%
to PKR 4,400/mmbtu from PKR 1,500mmbtu. Gas is mostly utilized by
cement sector for captive power plants where manufacturers in North are
already on RLNG. Except for LUCK and CHCC, most companies have a
relatively minimal reliance on gas-based captive plants. We expect LUCK
and CHCC are likely to pass over the impact of gas price hike to end
consumer.

Chemical: Under Chemical sector, EPCL and LOTCHEM reply on gas for
their captive power plants. For EPCL gas price has been increased from
PKR 1,200/mmbtu to PKR 2,600/mmbtu. For LOTCHEM, gas prices have
inclined from PKR 1,1700/mmbtu to PKR 2,050/mmbtu. We expect negative
impact on EPCL and LOTCHEM earnings where the Companies would have
to raise PVC and PTA prices respectively to reduce the impact of gas price
increase.

Oil & Gas exploration: E&P sector is likely to benefit from gas price
increase which has been marred by substantial rise in receivables. OGDC
and PPL are most impacted by gas circular debt with receivables of PKR
511bn and PKR 465bn respectively as at Jun-23. As gas revenue
contributes nearly 41% and 62% for OGDC and PPL respectively, the gas
price increase will ease cash flow position for both companies and result
in improved payouts going forward.

Oil & Gas Marketing: Among OMC sector, SNGP, SSGC and PSO remain
most effected by gas circular debt. PSO'’s receivables from SNGP piled up
to PKR 298bn while short term borrowings stood at PKR 423bn as at Jun-
23. PSO receivables have piled up due to RLNG supplied to sui companies.
Going forward, we expect improved recoveries for SNGP and SSGC post
gas price hike and resultantly improve cash position and payouts for both
sui companies and PSO.

Textile: Gas prices for Textile sector have increased to PKR 2,050/mmbtu
from PKR 1,100/mmbtu (up by 86%). Although north based manufacturers
are being provided gas at blended rate, south based manufacturers are
likely to take a higher hit of gas price increase which is likely to negatively
impact earnings.
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Gas price increase to curtail buildup in gas circular debt

Increase in gas prices is likely to curb future buildup in gas circular debt
which has been piling up due to rise in oil prices and PKR depreciation
while the impact was not passed over to end consumer. We expect
positive cash flow impact going forward for OGDC, PPL, SSGC, SNGP and
PSO as a result of gas tariff hike.

Direct Inflation impact to be limited, indirect impact to follow later
Gas charges represent almost 1% of the urban CPI index. With the said
increase in gas prices, we expect overall 0.5% increase in CPl reading.
Furthermore, indirect impact of gas price will likely follow in the coming
months. As a result, we anticipate that the overall average inflation rate
will cross 24% for FY24.

Part of [(3] Financial Services A APackages Group Company
Important Disclosures at the end of this report



IG1

Securities

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 |Gl 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, IGI 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 I1GI 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 I1GI Finex Securities Limited and IGI 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: |G| 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)

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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