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Pakistan International Airlines Corp Ltd

* Extra Ordinary General Meeting of PIAA is scheduled on 20t Apr’24, as per its notice to Exhibit: PIA's balance sheet before and after bifurcation

PSX, where the members of the company are expected to approve corporate

As of Sep'23 (PKR in mn) Before w After w
restructuring/reorganization of the company including the bifurcation/separation of the otal PIA Core Non-core
business into two segments; i) Core Undertaking (PIA), and ii) Non-Core Undertaking i Undertaking _ Undertaking

Property, plant & equipment 100,213 92,622 7,592
(Holdco). ) ; !

. Investment properties 2,933 ! 601 2,332 !

. . . . ¢ , | |
We have released an update regarding the divestment of stake in PIAA on 11" Jan’24. T ——— 4538 | i 4538 |
Please see full report here (Divestment of 51% stake approved by Privatization Long term loan to | 1
AN 3,920 ! - 3,920 !

C ission) subsidiaries 1 1
=ommission). Long term deposits 5,992 ! 5,992 -

* The company shared Scheme of Arrangement with the board of directors on 25t Mar’24 Stores and spares 3.031 3.777 154
where PIA Holding Company Limited (“Holdco”), and the Board of Directors of the PIA have Trade debts 25,950 ! 22,355 3,595 |
decided to enter into an arrangement with Holdco for the corporate restructuring / Sge‘;?ycrﬁzh?:posns’ 10.476 | 16,831 2,644 |
reorganization of the PIA and Holdco. The board of directors approved the Scheme of Cash and bank balances 4,485 4,393 93
Arrangement on 28t Mar’24. Total Assets 171,438 ! 146,571 24,867 !

* The non-core undertaking (hospitality, investments, real estate and others) will be Long term financing 394,762 | 15,637 379,125 |
. . . . Lease liabilities 30,031 | 30,031 -

transformed into the PIA Holding Company Limited (Holdco) by shifting the assets, 1abi ; ;

. . . . o . Employees liabilities 65,987 | 27,269 38,718 |
business, rights, properties, investments, liabilities, benefits, powers, contracts, ) N ; ;

Contingent Liabilities 8,2113 8,211 -
authorizations, obligations, etc. Whereas, PIA will retain the core undertaking (aviation Trade and Other payables 266,607 121,031 145 575
business). Accrued interest 65,194 | 95 65,100 !

* To protect the existing shareholders, their equity holding in PIAA will be void and replaced Total liabilities 830,792 ! 202,274 628,518 |

Net Equity (659,354) ! (55,704) (603,650) !

with fresh shares issued in Holdco as per the same percentage.

. s . . Source (s): Company Accounts, AHL Research
* The notice further states that the rearrangement of assets and liabilities via Scheme will ©) pany

not alter the valuation of shares held by current shareholders of PIA, given all the
company’s assets and liabilities along with subsidiaries will continue to be under the

umbrella of Holdco as a part of the scheme.
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Pakistan International Airlines Corp Ltd

The restructuring of PIA operations is being undertaken to ensure financial stability. To
maintain operations, a hefty capital expenditure will also required in the next 5 years.

The scheme will help the government to restructure PIA and it will operate as a subsidiary
of Holdco.

With this, the Govt. through the privatization process will be able to bring in a strategic

partner, to whom the shareholding of PIA will be sold off.

Scheme of Arrangement Details

Before bifurcation, the total assets were PKR 171bn as of Sep’23. Post split, the Core
Undertaking and Non-Core undertaking total assets will be PKR 147bn and PKR 25bn,
respectively.

Similarly, out of the total liabilities of PKR 831bn as of Sep’23, PKR 629bn shall be parked in
non-core. The remaining total liabilities of PKR 202bn will be allotted to core undertaking.
Currently, net equity of the PIA is PKR -659bn while post scheme of arrangement, the core
undertaking’s net equity will be PKR -56bn, while remaining PKR -604bn will transferred to
Holdco.

It is pertinent to note that after approval by the company on bifurcation, the Scheme will
then be subject to the sanction by the Securities and Exchange Commission of Pakistan

(SECP).
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Analyst Certification: The research analyst(s) is (are) principally responsible for preparation of this report. The views expressed in this research report accurately reflect the personal views of the analyst(s)
about the subject security (ies) or sector (or economy), and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views
expressed by research analyst(s) in this report. In addition, we currently do not have any interest (financial or otherwise) in the subject security (ies). Furthermore, compensation of the Analyst(s) is not
determined nor based on any other service(s) that AHL is offering. Analyst(s) are not subject to the supervision or control of any employee of AHL’s non-research departments, and no personal engaged in
providing non-research services have any influence or control over the compensatory evaluation of the Analyst(s).

Equity Research Ratings

Arif Habib Limited (AHL) uses three rating categories, depending upon return form current market price, with Target period as Dec 2024 for Target Price. In addition, return excludes all type of taxes. For
more details, kindly refer the following table;

Rating Description

BUY Upside of subject security(ies) is more than +15% from last closing of market price(s)

HOLD Upside of subject security(ies) is between -15% and +15% from last closing of market price(s)
SELL Upside of subject security(ies) is less than -15% from last closing of market price(s)

Equity Valuation Methodology

AHL Research uses the following valuation technique(s) to arrive at the period end target prices;
- Discounted Cash Flow (DCF)

- Dividend Discount Model (DDM)

- Sum of the Parts (SoTP)

- Justified Price to Book (JPTB)

. Reserved Base Valuation (RBV)

Risks: The following risks may potentially impact our valuations of subject security (ies);
= Market risk

= Interest Rate Risk

= Exchange Rate (Currency) Risk

Disclaimer: This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This
publication is intended only for distribution to the clients of the Company who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities. The
information contained herein is based upon publicly available data and sources believed to be reliable. While every care was taken to ensure accuracy and objectivity, AHL does not represent that it is
accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors. The information
given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any
prior notice. AHL reserves the right to make modifications and alterations to this statement as may be required from time to time. However, AHL is under no obligation to update or keep the information
current. AHL is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Past performance is
not necessarily a guide to future performance. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved), and should consult his or her own advisors to determine the merits and risks of such investment. AHL or
any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information contained in this report.
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