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Pakistan Telecommunication Company Ltd ACJARIF HABIB
Expanding market reach

- Pakistan Telecommunication Company Ltd (PTC) is one of the alpha stocks covered Exhibit: Combined subscriber base and market share post acquisition
in our strategy report 2025.

(mn) = Subscribers Market share (RHS)

+ Our liking for the stock mainly stems from the 1) acquisition of Telenor Pakistan,2)
o T . 80.0 L A0%
reduction in finance cost supported by a declining interest rate environment. and 3) i 36% ! 0
. . L _— . 70.0 - L 35%
potential barging purchase gain with the acquisition of Telenor Pakistan. i ' ’
60.0 ' L 30%
« To recall, PTC has signed a share purchase agreement with Telenor Pakistan B.V. o3 i i ’
. . . . 50.0 ( 25%
to acquire a 100% stake in Telenor Pakistan for an enterprise value of PKR 108bn, _ i i ’
. i . ' 40.0 20%
structured on a cash-free, debt free basis. The acquisition will be financed through 13% i i ’
external debt of USD 400mn. 30.0 i 1%
i . . ) 20.0 ! L10%

- The acquisition will enable PTC to leverage synergies, expand its customer base, : i
o 10.0 : I 5%

and enhance network coverage, positioning itself as a market leader. ! !
- 1 0%
« Telenor Pakistan currently serves 44mn subscribers with a 23% market share, while Ufone Telenor i Combined Entity ’

_______________

PTC’s subsidiary, Ufone, accounts for 26mn subscribers and a 13% market share.

Post-acquisition, the combined entity will cater ~70mn subscribers, representing a
36% market share, effectively matching Jazz's dominant 37% market share. Exhibit: Towers of Ufone and Telenor Pakistan

- In addition, PTC will strengthen its infrastructure footprint, with the combined entity 25 000 Towers ;oo -----------oy
controlling 68% of wholesale IP bandwidth and 43% of domestic leased lines post
merger. Also, the company would have expanded tower portfolio, increasing from 20,000

14,500 towers (PTC + Ufone) to 22,000 towers, including Telenor’s 7,500 towers.

14,500 : |

Significant profitability contribution expected through acquisition 100 i i
- Telenor's O9MCY24A EBITDA is PKR 33.9bn with expectation for CY24 is ~PKR 10,000 7500 i i
45.2bn. Assuming similar profitability in the future, with PKR 10bn annual i i
depreciation and PKR 5.4bn financial charges on USD 400mn loan, annual after tax 5,000 i i
contribution is expected at PKR 18.1bn (EPS: PKR 3.6/share) for PTC. i i

« It is important to note that the aforementioned contribution does not account for - PTC + Ufone Telenor i Combined Entity i

potential synergies and operational efficiencies, which we believe could be
S . . . o S : AHLR h
significant and provide additional upside to profitability.
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Pakistan Telecommunication Company Ltd

Reduced burden, rising rewards

The decline in interest rates will have substantial impact on PTC's profitability

The company has a long-term debt of PKR 134.7bn and short-term borrowings of PKR 46.6bn
based on consolidated Sep’24 financials. The interest expense for 9MCY24 is reported at PKR
38.7bn.

Interest rates have decreased by 900bps, dropping to 13% from their peak of 22%. Similarly, the
6M KIBOR has fallen to 12.24% from 21.49% in Dec’23, reflecting a decline of 925bps.

The cumulative decline of 900bps translates into after-tax savings of PKR 16.3bn (PKR
1.95/share impact) on an annualized basis.

Potential bargain purchase gain for PTC

Under IFRS 3: Business Combinations, a bargain purchase gain arises when the net fair value of
the identifiable assets, liabilities, and contingent liabilities acquired exceeds the consideration
transferred.

PTC has acquired Telenor Pakistan at an enterprise value of PKR 108bn on cash free, debt free
basis.

In a related market transaction, Engro Corporation is in the process of acquiring 10,500 towers
from Deodar Pvt Ltd, a subsidiary of Pakistan Mobile Communications Limited, for an enterprise
value of USD 563mn. This translates to a valuation of approximately USD 53,590/tower.

By applying this reference valuation, Orion Tower, Telenor's tower infrastructure company that
owns ~7,500 towers, could be valued at approximately USD 402mn. This suggests significant
upside potential in terms of the underlying total asset valuation within the transaction.

We believe the company has a strong likelihood of booking a bargain purchase gain upon the
completion of this acquisition. Based on our estimates, this gain could fall in the range of PKR 5.6
— 16.5/share. For workings and assumptions, please refer to the table provided on the right.

ACIARIE HaBiB
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Exhibit: Impact of decline in interest rate on PTC

as of Sep'24 PKR bn

Total Debt* 181.4
Interest rate decline 900bps
Expected decline in finance cost 16.3
Shares (mn) 5,100
EPS impact (PKR) — after tax 1.95

Source (s): Company Financials, AHL Research, *Consolidated

Exhibit: Bargain purchase gain on PTC

Deodar Transaction USD mn 563
No. of towers No. 10,500
Cost per tower UsD 53,590
No. of towers No. 7,500
Cost per tower UsSD 53,590
Valuation USD mn 402

elzer Bargain purchase gain

Valuation 9 p 9

USDmn PKRbn PKR/share
Case-1 100 28.3 5.56
Case-2 200 56.1 11.01
Case-3 300 83.9 16.46

Source (s): AHL Research
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Pakistan Telecommunication Company Ltd ACJARIF HABIB
Financial Highlights

Exhibit: Key Financial Highlights*

PKR mn CY20 Cy21 CYy22 CY23 IMCY24

Net Sales 129,422 137,625 151,577 190,610 160,606
Gross Profit 33,110 34,530 31,443 38,637 37,674
Operating Profit/(Loss) 5,639 5,083 (2,455) 488 1,582
Finance Cost 9,335 12,543 29,728 51,721 38,664
PAT/(LAT) 3,273 2,575 (10,488) (14,147) (15,324)
Shareholder's Equity 86,993 88,105 73,938 58,180 42,956
Total Liabilities 304,374 392,738 566,684 585,418 601,463
Current Assets 149,414 177,557 306,665 259,736 243,910
Non-Current Assets 241,954 303,286 333,956 383,862 400,509
Total Assets 391,368 480,843 640,621 643,598 644,419

Source (s): Company Financial, AHL Research, *Consolidated _

Exhibit: Key Ratios

CY20 Cy21 CYy22 CY23 9IMCY24

Earnings per share PKR 0.64 0.50 (2.06) (2.77) (3.00)
Book value per share PKR 17.06 17.28 14.50 11.41 8.42
Price to Earning* X 14.18 17.23 nm nm nm
Price to Book* X 0.53 0.50 0.42 1.07 1.34

Source (s): Company Financials, AHL Research, *calculated at period end price _
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Analyst Certification and Disclaimer

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 2025 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 0% and +15% from last closing of market price(s)
SELL Upside* of subject security(ies) is less than 0% 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;
Ll Discounted Cash Flow (DCF)

] Dividend Discount Model (DDM)

Ll Sum of the Parts (SoTP)

] Justified Price to Book (JPTB)

Ll 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.



