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Earning Review
MARI: 1QFY22 EPS clocked in at Rs68.2, up 0.4% YoY

Event
=  MARI Petroleum Limited (MARI) profitability clocked in at Rs68.2/sh, up 0.4% YoY.

Impact

= We attribute rise in profitability to (1) Higher gas flows particularly from MARI HRL and (2) higher Arab Light
prices used for gas pricing.

= Qil prices are up by ~70%YoY during 1QFY22, in particular Arab Light prices used for gas pricing calculation are
up by ~59%YoY. Despite higher Arab Light prices, average well head gas prices are down by ~1.7% YoY due to
dollar devaluation of ~6% YoY.

= OQverall, gas production is up by ~0.1% YoY during 1QFY22 while flows of MARI HRL entitle for incremental
pricing are down by ~4% YoY given lower off-take by Engro Fertilizer plant due to Annual Turnaround of EnVen
plant, as per our calculation.

= Exploration and prospecting expenditure is up by 43% YoY to Rs1.7bn given company’s aggressive plans to add
more reserves besides attaining sustainability of existing flows.

= Finance income of the company decreased ~9% YoY to Rs852mn as company has resumed dividend payment to
its shareholders.

= Company’s other income is Rs18mn during 1QFY22 against loss of Rs507mn in 1QFY21 on the back of better
performance of Seismic, Drilling and Processing Units, in our view.

Outlook

= Enhanced probability due to sustained and prolonged incentive flows post phase-X and laying of gas pipeline
along with commencement of flows to Pak Arab fertilizer makes a strong investment case for the scrip. This
would help company to achieve 5-Yr gas production CAGR of ~7% and thus compels us to have an
"Outperform" stance on the scrip. Commencement of flows of Lower Goru B reservoir to SNGPL along with
hitting reserves in Bannu West and Block-28 would provide further upside to our valuation.

= Planning to enhance production from Goru-B reservoir: Besides maintaining incentive flows with the help of
24km length of pipeline having capacity of 150mmcfd, the same line could be used to offload flows of Mari
Deep and Tipu wells after processing. Currently, preliminary discussions are under way with SNGPL and other
customers for usage of these flows.

= Peripheral exploration may yield significant results: Company has started seismic and exploration activities in
Bannu west and block-28 that has the potential for discoveries equivalent to Sui and Mari. Company has started
drilling in the former on June 06'2021.
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Fig 1: 1QFY22 Financial Highlights

1QFY22 1QFY21 YoY QoQ

Revenue 20,726 20,373 1.7% 17.3%
Royalty 2,640 2,540 3.9% 10.2%
Operating expenses 3,273 3,023 8.3% -25.5%
Exploration and prospecting expenditure 1,749 1,221 43.3% 207.2%
Other charges 788 908 -13.2% 4.8%
Other income 18 (507) na -97.6%
Operating Profit 12,294 12,174 1.0% 18.9%
Finance income 852 938 -9.1% -36.6%
Finance cost 99 225 -55.9% -84.4%
PBT 13,047 12,886 1.2% 18.1%
Tax 3,949 3,820 3.4% 33.6%
PAT 9,099 9,066 0.4% 12.5%
EPS 68.2 68.0
Source: PSX. Foundation Research, October 2021
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