Research Entity Number - REP-192

INTE RIVAY SN

SECURITIES LTD

Pakistan Cements

12 November 2026

FCCP royalty hearing

Potential relief for Punjab players

At the hearing of the cement royalty case before the Federal Constitutional Court of Pakistan (FCCP), the Additional Attorney
General concluded his arguments and the Court reserved its judgment, which is expected to be announced next week. Should the
FCCP rule against Punjab’s 6% ex-factory price-based methodology, royalty could revert to the previous fixed levy of PKR250/ton
of limestone, reducing the burden from an average of c.PKR1,740/ton of cement. Alternatively, Punjab could adopt KPK's
methodology, which would also mean a lower burden than the current regime.

Implications of hearing

= Punjab’s methodology drives a higher royalty burden: Punjab links royalty to cement’s ex-factory price, translating into
¢.PKR1,740/ton of cement or c.PKR87/bag.

KPK royalty remains lower: KPK producers currently pay PKR385/ton of limestone, equivalent to c.PKR578/ton of cement or
c.PKR29/bag. The rate is subject to 10% annual increases through FY28 and 7.5% thereafter through FY31 but remains below
Punjab’s current burden. This provides KPK players with a structural cost advantage and scope to undercut Punjab producers
by c.PKR40-50/bag.

= Meaningful EPS upside under KPK-equivalent rates: We estimate an average FY27 EPS upside of 18% for the four Punjab-
based players, assuming Punjab adopts the prevailing KPK royalty rate of c.PKR578/ton of cement, based on our FY27 dispatch
estimates.

Higher upside under Punjab’s previous rate: We have also shown the FY27 EPS impact if Punjab reverts to its previous
PKR250/ton of limestone rate.

Historical earnings impact: The table also highlights the per-share benefit that would have accrued over the past two years
had Punjab retained its previous fixed royalty methodology.

Standardization of royalty rates across Punjab and KPK would provide meaningful cost relief for Punjab players. However, the key
risk is that the 6% ex-factory methodology is struck down but replaced with a higher fixed levy on limestone, potentially
limiting or eliminating the expected benefit. Further developments from the courts and Punjab authorities remain key.

Probable one-off reversal

(PKRmn) MLCF* PIOC DGKC FCCL
Post-tax estimated amount for FY26 5,790 2,162 1,557 4,458
Post-tax estimated amount for 1QFY27 1,143 383 469 685
Total amount for reversal 6,933 2,545 2,026 5,143
EPS (PKR/sh) 6.6 11.2 4.6 2.1

Source: Company Accounts, IMS Research
*Consolidated

FY27 impact KPK methodology (PKR385/ton) Old methodology (PKR250/ton)
MLCF* PlOC DGKC FCCL MLCF* PIOC DGKC FCCL
Estimated punjab dispatches (mn tons) 442 2.79 2.82 3.62 442 2.79 2.82 3.62
Post-tax estimated amount (PKRmn) 4114 1,444 1,703 2,160 4,892 1,745 2,008 2,551
EPS (PKR/sh) 3.9 6.4 3.9 0.9 47 7.7 4.6 1.0

Source: IMS Research
*Consolidated
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Ratings Guide* Criteria

Buy Total return expectation of > 15% or expected to outperform the KSE-100 index
Neutral Total return expectation of > -5% or expected to match the return of KSE-100 index
Sell Expected downside of more than 5% or expected to underperform the KSE-100 index

*Based on 12 month horizon unless stated otherwise in the report.

Valuation Methodology: We use multiple valuation methodologies in arriving at a Target Price including, but not limited to, Discounted Cash Flow (DCF), Dividend Discount Model
(DDM) and relative multiples based valuations.

Risks i) Coal price and geopolitical risk, ii) Price war threat, and iii) Higher taxation and regulatory scrutiny.
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Third Party Research

This is third party research. It was prepared by Intermarket Securities Limited (IMS),
with headquarters in Karachi, Pakistan. Intermarket Securities Limited (IMS) is
authorized to engage in securities activities according to its domestic legislation.
Intermarket Securities Limited (IMS) has sole control over the contents of this research
report.

Intermarket Securities Limited (IMS) is the employer of the research analyst(s)
responsible for the content of this report and research analysts preparing this report are
resident outside the U.S. and are not associated persons of any U.S. regulated broker-
dealer. The analyst whose name appears in this research report is not registered or
qualified as a research analyst with the Financial Industry Regulatory Authority ("FINRA")
and, therefore, may not be subject to applicable restrictions under FINRA Rules on
communications with a subject company, public appearances and trading securities
held by a research analyst account.

None of the materials provided in this report may be used, reproduced, or transmitted,
in any form or by any means, electronic or mechanical, including recording or the use of
any information storage and retrieval system, without written permission.

Disclaimers

Investing in any non-U.S. securities or related financial instruments (including ADRs)
discussed in this report may present certain risks. The securities of non-U.S. issuers may
not be registered with, or be subject to the regulations of, the U.S. Securities and
Exchange Commission. Information on such non-U.S. securities or related financial
instruments may be limited. Foreign companies may not be subject to audit and
reporting standards and regulatory requirements comparable to those in effect within
the United States. The value of any investment or income from any securities or related
financial instruments discussed in this report denominated in a currency other than U.S.
dollars is subject to exchange rate fluctuations that may have a positive or adverse
effect on the value of or income from such securities or related financial instruments.

Frontier and Emerging Market laws and regulations governing investments in securities
markets may not be sufficiently developed or may be subject to inconsistent or arbitrary
interpretation or application. Frontier and Emerging Market securities are often not
issued in physical form and registration of ownership may not be subject to a
centralized system. Registration of ownership of certain types of securities may not be
subject to standardized procedures and may even be effected on an ad hoc basis. The
value of investments in Frontier and Emerging Market securities may also be affected by
fluctuations in available currency rates and exchange control regulations. Not all of
these or other risks associated with the relevant company, market or instrument which
are the subject matter of the report are necessarily considered.

Intermarket Securities Limited (IMS) is not registered as a broker-dealer in the United
States and, therefore, is not subject to U.S. rules regarding the preparation of research
reports and the independence of research analysts. This research report is provided for
distribution to “major U.S. institutional investors” and other “U.S. institutional investors”
in reliance on the exemption from registration provided by Rule 15a-6 of the U.S.
Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Distribution outside US

This report is not intended for distribution to the public and may not be reproduced,
redistributed or published, in whole or in part, for any purpose without the written
permission of Tellimer. Tellimer shall accept no liability whatsoever for the actions of
third parties in this respect. This report is for distribution only under such
circumstances as may be permitted by applicable law.

This report may not be used to create any financial instruments or products or any
indices. Neither Tellimer, nor its members, directors, representatives, or employees
accept any liability for any direct or consequential loss or damage arising out of the use
of all or any part of the information herein.

United Kingdom: Distributed by Exotix Partners LLP only to Eligible Counterparties or
Professional Clients (as defined in the FCA Handbook). The information herein does not
apply to, and should not be relied upon by, Retail Clients (as defined in the FCA
Handbook); neither the FCA’s protection rules nor compensation scheme may be
applied.

UAE: Distributed in the Dubai International Financial Centre by Exotix Partners LLP
(Dubai) which is regulated by the Dubai Financial Services Authority ("DFSA"). Material is
intended only for persons who meet the criteria for Professional Clients under the Rules
of the DFSA and no other person should act upon it.
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