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"Rupees"

National Refinery Limited is engaged in the manufacturing of wide range of petroleum products with the objective 
to achieve sustainable productivity, profitability and high standards of safety, occupational health and 
environmental care. This entails human resource development, enhancing value addition, implementing 
conservation measures and growth by up-gradation and addition of newer generation technologies. The Company 
solemnly believes in the application of business ethics as have been embodied in this document.

The credibility, goodwill and repute earned over the years can be maintained through continued conviction in our 
corporate values of honesty, justice, integrity and respect for people. The Company strongly promotes trust, 
openness, teamwork and professionalism in its entire business activities.

The business principles are derived from the above stated corporate values and are applied to all facets of 
business through well-established procedures. These procedures define behavior expected from each employee 
in the discharge of his/her responsibility.

NRL recognizes following obligations, which need to be discharged with best efforts, commitment and efficiency:
- Safeguarding of shareholders' interest and a suitable return on equity.
- Service customers by providing products, which offer value in terms of price, quality, safety and environmental    
   impact.
- Respect human rights, provide congenial working environment, offer competitive terms of employment, develop   
  human resource and be an equal opportunity employer.
- Seek mutually beneficial business relationship with contractors, suppliers and investment partners.

The Company believes that profit is essential for business survival. It is a measure of efficiency and the value that 
the customer places on products and services produced by the Company.

The Company requires honesty and fairness in all aspect of its business and in its relationships with all those with 
whom it does business. The direct or indirect offer, payment, soliciting and accepting of bribe in any form are 
undesirable.

The Company requires all its employees to essentially avoid conflict of interest between private financial activities 
and their professional role in the conduct of Company business.

The Company is fully committed to reliability and accuracy of financial statements and transparency of 
transactions in accordance with established procedures and practices.

The Company does not support any political party or contributes funds to groups having political interests. The 
Company will however, promote its legitimate business interests through trade associations.

The Company, consistent with its commitments to sustainable developments, has a systematic approach to the 
management of health, safety and environment. 

The Company is committed to observe laws of Pakistan and is fully aware of its social responsibility. It would assist 
the community in activities such as education, sports, environment preservation, training programs, skills 
development and employment within the parameters of its commercial objectives.

The Company supports free market system. It seeks to compete fairly and ethically within the framework of 
applicable competition laws in the country. The Company will not stop others from competing freely with it.

In view of the critical importance of its business and impact on national economy, the Company provides all 
relevant information about its activities to legitimate interested parties, subject to any overriding constraints of 
confidentiality and cost.

On Behalf of the Board

31st August, 2008 

Shuaib A. Malik
Deputy Chairman /

Chief Executive Officer
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August 31, 2008
Dr. Ghaith R. Pharaon

Chairman

The unpredictable rise in crude oil prices during the period marked its adverse effects on the 
growing economies of the world. On account of supply concerns, the crude oil price scored the 
highest ever increase to 147 US$ per barrel, putting enormous pressures on developing 
economies. While oil and gas sector targeted higher margins, rising inflation, food shortages 
and expensive fuel reduced the pace of global economic growth. Pakistan was no exception. 
Political transition, security concerns and devaluation of the currency not only significantly 
slowed the economic progress and disturbed the economical equilibrium but also increased the 
operating costs to a great extent.

Your Company maintained its focus on better management and succeeded in adding values 
through product mix optimization. Rising price trends combined with better product mix derived 
record profit of Rs. 3.064 billion in the fuel segment. However, high cost of feedstock and 
adjustments of duties declined the refining margins of lube refineries which resulted in earning 
profit of Rs. 2.941 billion. It is to be noted that due to unfavourable exchange fluctuation your 
company incurred highest ever exchange loss of Rs 1.243 billion on its foreign currency 
transactions relating to crude oil purchases.  

Your Company maintained its corporate responsibility towards environment and the efforts have 
once again been acknowledged by independent financial and environmental assessment 
agencies. The Company maintained its credit rating at the highest level for the 4th successive 
year and also won the Environment Excellence Award from National Forum for Environment and 
Health for the 5th successive year. 

Financial year 2008-09 has brought tough challenges for your Company. Rapidly reducing oil 
prices lead to predictions of inventory losses. A redefined pricing formula for Motor Gasoline, 
reduction of deemed duty on HSD and JP-8 shall add on towards slim refining margins. A 
significant reduction in custom duty on Lube Base Oil will also hurt the profitability of lube 
segment. The impact of devaluing Pakistani rupee will take its own course. Nevertheless, I have 
directed the management to take all possible measures to minimize the impact of these 
challenges and to provide fair return to the shareholders.

Acknowledgement

I extend my appreciation to the dedicated efforts of the Board of Directors, management and 
workers of the Company who combined their efforts to achieve another landmark.

I also expect that the Company shall continue to strive to protect the interests of all stakeholders 
through better management and improved efficiency and all efforts will be made to face the 
challenges that lie ahead. 

May Allah be with you all.
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The director's report for this year has been prepared in compliance with the requirements of 
code and fully describes the salient matters required to be disclosed.

The CEO and CFO duly endorsed the financial statements of the Company before approval 
of the Board.

The directors, CEO and executives do not hold any interest in the shares of the Company 
other than that disclosed in the pattern of shareholding.

The Company has complied with all the corporate and financial reporting requirements of 
Code.

The Board has formed an Audit Committee. It comprises of four members; all of them are 
non-executive directors including the Chairman of the committee.

The meetings of the audit committee were held at least once every quarter prior to approval 
of interim and final results of the Company as required by the Code. The terms of reference 
of the committee have been formed and advised to the committee for compliance.

The Board has set-up an effective internal audit function and that is involved in the Internal 
Audit on full time basis relating to the business and other affairs of the Company.

The statutory auditors of the Company have confirmed that they have been given a 
satisfactory rating under the quality control review program of the Institute of Chartered 
Accountants of Pakistan, that they or any of the partners of the firm, their spouses and minor 
children do not hold shares of the Company and that the firm and all its partners are in 
compliance with International Federation of Accountants (IFAC) guidelines on code of ethics 
as adopted by Institute of Chartered Accountants of Pakistan.

The statutory auditors or the persons associated with them have not been appointed to 
provide other services except in accordance with the listing regulations and the auditors 
have confirmed that they have observed IFAC guidelines in this regard.

We confirm that all other material principles contained in the Code have been complied with.

  On behalf of the Board

Shuaib A. Malik 
Deputy Chairman /

Chief Executive Officer     31st August 2008



Bought-in-materials and services



The Terms of Reference of the Audit Committee
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Note 2008 2007
(Rupees in thousand) 

ASSETS

NON-CURRENT ASSETS

Property, plant and equipment 3 2,601,276 2,343,352 
Intangible assets 4 11,911 18,126 
Deferred taxation 5 164,407 161,118 
Long term investment 6 - -   
Long term loans and deposits 7 79,923 64,390 

2,857,517 2,586,986 
CURRENT ASSETS

Stores, spares and chemicals 8 779,076 802,794 
Stock-in-trade 9 13,288,291 7,687,420 
Trade debts 10 10,173,051 6,130,324 
Loans and advances 11 51,028 19,825 
Deposits and prepayments 12 95,899 43,120 
Accrued interest 30,780 45,246 
Other receivables 13 2,183,257 1,821,036 
Investments 14 3,615,359 962,092 
Tax refunds due from Government - Sales tax 408,221 1,050,564 
Cash and bank balances 15 13,122,136 11,492,152 

43,747,098 30,054,573 

TOTAL ASSETS 46,604,615 32,641,559 

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Share capital 

Authorised 
100,000,000 Ordinary shares of Rs. 10 each 1,000,000 1,000,000

Issued, subscribed and paid-up  16 799,666 666,388

Reserves 17 16,619,379 12,080,001 
17,419,045 12,746,389 

LIABILITIES

NON - CURRENT LIABILITIES
Retirement benefit obligations 18 312,277 236,940 

CURRENT LIABILITIES
Trade and other payables 19 26,662,420 17,669,110 
Provisions 20 298,569 299,148 
Taxation 1,912,304 1,689,972 

28,873,293 19,658,230 

CONTINGENCIES AND COMMITMENTS 21

TOTAL EQUITY AND LIABILITIES 46,604,615 32,641,559 

The annexed notes 1 to 41 form an integral part of these financial statements.

Chief Executive Director
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Profit and Loss Account
Note 2008 2007

(Rupees in thousand) 

Gross sales 22 146,233,271 109,145,970 

Trade discounts, taxes, duties and levies 23 (16,847,455) (17,819,432)

Net sales 129,385,816 91,326,538 

Cost of products sold 24 (118,705,060) (85,062,748)

Gross profit 10,680,756 6,263,790 

Distribution and marketing expenses 25 (889,008) (341,463)

Administrative expenses 26 (376,170) (345,224)

Other operating income 27 1,404,402 992,689 

Other operating expenses 28 (657,019) (453,098)

Operating profit 10,162,961 6,116,694 

Finance cost 29 (1,331,669) (21,994)

Profit before taxation 8,831,292 6,094,700 

Taxation 30 (2,825,860) (1,892,046)

Profit after taxation 6,005,432 4,202,654 

(Rupees) 

Earnings per share 31 75.10 52.55

The annexed notes 1 to 41 form an integral part of these financial statements.

Chief Executive Director

for the year ended June 30, 2008
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Cash Flow Statement
Note 2008 2007

(Rupees in thousand) 
CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations 32 7,770,085 7,194,231 

Income tax paid (2,606,817) (2,151,576)

Long term loans and deposits - net (15,533) (2,456)

Gratuity paid (1,508) (2,548)

Pension fund contribution (3,205) (28,840)

Finance cost paid (259) (10,393)

Net cash from operating activities 5,142,763 4,998,418 

CASH FLOWS FROM INVESTING ACTIVITIES  

Purchase of property, plant and equipment (497,682) (253,134)

Purchase of intangible asset - (18,644)

Proceeds on disposal of property, plant and equipment 3,492 1,660 

Investments made (2,443,293) (950,000)

Interest received on balances with banks 749,055 783,229 

Net cash used in investing activities (2,188,428) (436,889)

CASH FLOWS FROM FINANCING ACTIVITIES

Dividend paid (1,326,308) (830,502)

Net increase in cash and cash equivalents 1,628,027 3,731,027 

Cash and cash equivalents at beginning of the year 11,492,152 7,761,060 

Exchange gain on foreign currency bank accounts 1,957 65 

Cash and cash equivalents at end of the year 15 13,122,136 11,492,152 

The annexed notes 1 to 41 form an integral part of these financial statements.

Chief Executive Director

for the year ended June 30, 2008
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Statement of Changes in Equity
for the year ended June 30, 2008

SHARE
CAPITAL CAPITAL RESERVES REVENUE RESERVES Special Total 
Issued, Capital Exchange Reserve for General Unappropriated reserve

subscribed compensation equalisation  issue of reserve  profit 
and paid-up reserve  reserve  bonus shares 

(Rupees in thousand)

Balance as at July 1, 2006 666,388 10,142 4,117 -   3,651,700 1,868,359 3,176,014 9,376,720 

Final dividend for the year 
ended June 30, 2006 
- Rs. 12.5 per share -   -   -   -   -   (832,985) -   (832,985)

Transfer to general reserve -   -   -   -   1,035,300 (1,035,300) -   -   

Profit for the year -   -   -   -   -   4,202,654 -   4,202,654 

Transfer to special reserve -   -   -   -   -   (492,162) 492,162 -   

Balance as at June 30, 2007 666,388 10,142 4,117 -   4,687,000 3,710,566 3,668,176 12,746,389 

Final dividend for the year 
ended June 30, 2007 
- Rs. 20 per share - -   - - -   (1,332,776) -   (1,332,776)

Transfer to general reserve -   -   -   - 2,244,400 (2,244,400) -   -   

Transfer to reserve for issue
of bonus shares -   -   -   133,278 -   (133,278) -  -   

Issue of 1 bonus share for
every 5 shares held 133,278 -   -   (133,278) -   -   -   -   

Profit for the year -   -   -   -   -   6,005,432 -   6,005,432

Transfer to special reserve -   -   -   -   -   (2,949,521) 2,949,521 -   

Balance as at June 30, 2008 799,666 10,142 4,117 -   6,931,400 3,056,023 6,617,697 17,419,045

The annexed notes 1 to 41 form an integral part of these financial statements.

Chief Executive Director
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Notes to the Financial Statements

1. LEGAL STATUS AND OPERATIONS 

National Refinery Limited was incorporated in Pakistan on August 19, 1963 as a public limited
company and its shares are listed on the Karachi, Lahore and Islamabad Stock Exchanges in
Pakistan. The registered office of the Company is situated at  7-B, Korangi Industrial Area, Karachi,
Pakistan. 

The Company is engaged in the manufacturing, production and sale of large range of petroleum
products. The refinery complex of the Company comprises of three refineries, consisting of two lube
refineries, commissioned in 1966 and 1985, and a fuel refinery added to the complex in 1977.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

These financial statements have been prepared in accordance with approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as are
notified under the Companies Ordinance, 1984, provisions of and directives issued under the
Companies Ordinance, 1984. In case requirements differ, the provisions or directives of the
Companies Ordinance, 1984 shall prevail.

The preparation of financial statements in conformity with approved accounting standards requires
the use of certain critical accounting estimates. It also requires management to exercise its
judgement in the process of applying the Company's accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where assumptions and estimates are significant
to the financial statements are; provision for income tax and provision for post employment benefits.

The Company recognises provision for income tax based on best current estimates. However, where
the final tax outcome is different from the amounts that were initially recorded, such differences will
impact the income tax provision in the period in which such determination is made.

Significant estimates relating to post employment benefits are disclosed in note 18.

Estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

Management believes that the change in outcome of estimates would not have a material effect on
the amounts disclosed in the financial statements.

No critical judgement has been used in applying the accounting policies.

Amendments to published standards and new interpretations effective in 2008

IAS 1 (Amendment) - 'Presentation of Financial Statements - Capital Disclosures', is mandatory for
the Company's accounting periods beginning on or after January 1, 2007. It introduces capital
disclosure requirements regarding how the entity manages its capital. Adoption of this amendment
only impacts the format and extent of disclosures as presented in note 35.2 to the financial
statements.

Standards, interpretations and amendments to published approved accounting standards
that are considered relevant, but not yet effective

Following IAS, amendment to IAS, IFRS and IFRIC interpretation have been issued by the IASB and
are likely to affect future financial statements, although none is expected to have a material impact
on the results or the financial position of the Company.

for the year ended June 30, 2008



i. IAS 1 - 'Presentation of Financial Statements' was issued in September 2007 and will be 
effective for the periods beginning from or after January 1, 2009. The amendments to the
standard requires various disclosures and presentation of transactions with owners in
statement of changes in equity and with non-owners in the Comprehensive Income
Statement.

ii. IAS 23 (Amendment) - 'Borrowing Cost' effective for the periods beginning from or after
January 1, 2009, requires an entity to capitalise borrowing costs directly attributable to the 
acquisition, construction or production of a qualifying asset as part of cost of that asset.

iii. IFRS 8 - ‘Operating segments ‘effective for the periods beginning from or after January 1, 
2009. IFRS 8 replaces IAS 14 and aligns segment reporting with the requirements of the 
US standard SFAS 131, ‘Disclosures about segments of an enterprise and related 
information’. The new standard requires a ‘management approach’, under which segment 
information is presented on the same basis as that used for internal reporting purposes. 

iv. IFRIC 14 'IAS 19 - The limit on a defined benefit asset, minimum funding requirements and
their interaction' was issued in July 2007 and will be effective for the periods beginning from
or after 1st January 2009. This interpretation provides general guidance on the amount of 
a pension surplus that may be recognised as an asset.

Interpretations to published approved accounting standards that are not yet effective and are
not considered relevant

i. IFRS 3 (Revised) -  'Business combinations'  Effective from January 1, 2010

ii. IFRIC 11 - 'IFRS 2 - 'Group and treasury   
share transactions' " Effective from January 1, 2008

iii. IFRIC 12 - 'Service Concession Agreements' Effective from January 1, 2008

iv. IFRIC 13 - 'Customer Loyalty Programmes' Effective from July 1, 2008

2.2 Overall Valuation Policy

These financial statements have been prepared under the historical cost convention except as
otherwise disclosed in the respective accounting policies notes. 

2.3 Property, plant and equipment 

These are stated at cost less accumulated depreciation and impairment, if any, except capital work-
in-progress, which is stated at cost.

Capital work-in-progress consists of expenditure incurred and advances made in respect of tangible
and intangible assets in the course of their construction and installation. Transfers are made to
relevant fixed assets category as and when assets are available for use.

Depreciation is charged to income using the straight-line method whereby the cost of an asset is
written off over its estimated useful life at the rates stated in note 3.1 to the financial statements.
Depreciation on additions is charged from the month in which the asset is put to use and on
disposals up to the month immediately preceding the disposal. Assets’ residual values and useful
lives are reviewed, and adjusted if appropriate, at each balance sheet date.

The carrying value of operating assets are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable. If any such indication exists
and where the carrying values exceed the estimated recoverable amount, the assets are written
down to their recoverable amount.

44national refinery limited

Notes to the Financial Statements
for the year ended June 30, 2008
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Notes to the Financial Statements
for the year ended June 30, 2008

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and
improvements are capitalised and the assets so replaced, if any, are retired.

Gains and losses on disposal or retirement of assets are recognised in income currently.

2.4 Intangible assets

An intangible asset is recognised if it is probable that future economic benefits attributable to the
asset will flow to the Company and that the cost of such asset can be measured reliably. 

Costs that are directly associated with identifiable software and have probable economic benefits
exceeding the cost beyond one year, are recognised as intangible asset. Direct costs include the
purchase cost of software, implementation cost and related overhead cost. 

Expenditure which enhances or extends the performance of computer software beyond its original
specification and useful life is recognised as a capital improvement and added to the cost of the
software.

Intangible assets are amortised using the straight-line method over a period of three years or license
period, whichever is shorter.

2.5 Investments

The Company determines the appropriate classification of its investment at the time of purchase. 

Investment in securities which are intended to be held for an undefined period of time are classified
as available for sale. These are initially measured at fair value including the transaction costs.
Subsequent measurement of investments whose fair value can be reliably measured is stated at fair
value with gains or losses taken to equity.

Available for sale investments in unlisted securities whose fair value can not be reliably measured
are carried at cost less impairment.

Investment held for trading are stated at fair value through profit or loss.  These are initially measured
at fair value with transaction cost charged to income. Subsequent measurement is at fair value with
changes taken to profit and loss account. In the case of investments in open ended mutual funds,
fair value is determined on the basis of  period end Net Asset Value (NAV) as announced by the
Asset Management Company.

Impairment, if any is charged to profit and loss account.

2.6 Stores, spares and chemicals

Stores, spares and chemicals, except items in transit, are stated at moving average cost. Cost
comprises invoice value and other direct costs. Provision is made for slow moving and obsolete
items wherever necessary.

Items in transit are valued at cost comprising invoice value plus other charges incurred thereon.

2.7 Stock-in-trade

Stock of crude oil is valued at lower of cost, determined on a first-in-first out (FIFO) basis, and net
realisable value. Crude oil in transit is valued at cost comprising invoice value plus other charges
incurred thereon.

Stocks of semi-finished and finished products are valued at lower of cost, determined on a weighted
average basis, and net realisable value. Cost in relation to semi-finished and finished products
represents cost of crude oil and an appropriate portion of manufacturing overheads. 
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Notes to the Financial Statements
for the year ended June 30, 2008

Net realisable value signifies the estimated selling price in the ordinary course of business, less
costs necessarily to be incurred to make the sale.

2.8 Trade debts and other receivables

Trade debts and other receivables are recognised and carried at original invoice amount less a
provision for impairment. A provision for impairment is established when there is objective evidence
that the Company will not be able to collect all amounts due according to the original terms of
receivables. Trade debts and other receivables considered irrecoverable are written-off.

2.9 Cash and cash equivalents

Cash in hand and at banks, short-term bank deposits and short-term running finance, if any, are
carried at cost. Cash and cash equivalents include cash in hand and balances with banks net of
short-term running finance.

2.10 Staff retirement benefits

2.10.1 Defined contribution plan

The Company operates an approved contributory provident fund for all employees. Equal monthly
contributions are made, both by the Company and the employees, to the fund at the rate of 10% per
annum of the basic salary.

2.10.2 Defined benefit plans

The Company operates the following schemes:

i) Funded Pension Scheme for permanent, regular and full time managerial and supervisory staff
of the Company. Contributions are made to the fund on the basis of actuarial valuation and are
charged to income. The most recent valuation of the scheme was carried out as at June 30,
2008, using the ‘Projected Unit Credit Method’. The fund has been established during the year
and the balances from a multi-employer funded pension scheme, known as 'State Petroleum
Refining and Petrochemical Corporation (Private) Limited (PERAC) Managerial and
Supervisory Staff Pension Fund', where the Company was also a contributory, have been
transferred.

ii) Funded gratuity scheme for non-management permanent employees. Provision is made
annually to cover obligations under the scheme, as per actuarial valuation. The most recent
valuation of the scheme was carried out as at June 30, 2008, using the ‘Projected Unit Credit
Method’.

iii) Funded medical scheme for its management employees who are eligible for pension on normal
or early retirement and to their widows on death of employee in service or after retirement if
they are entitled for pension. Provision is made annually to cover obligations under the
scheme, by way of a charge to income, calculated in accordance with the actuarial valuation.
The most recent valuation of the scheme was carried out as at June 30, 2008, using the
‘Projected Unit Credit Method’.

Actuarial gains and losses are recognised as income or expense from the next year when the
cumulative unrecognised actuarial gains or losses for each individual plan exceed 10% of the higher
of (a) the defined benefit obligation and (b) the fair value of plan assets. These gains or losses are
recognised over the expected average remaining working lives of the employees participating in the
plan.

Amounts recognised in the balance sheet represent the present value of defined benefit obligation
as adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, if any,
and as reduced by the fair value of plan assets. Any assets resulting from the calculation is limited
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Notes to the Financial Statements

to the unrecognised actuarial losses and unrecognised past service cost plus the present value of
available refunds and reduction in future contribution to the plan. 

2.11 Compensated absences

The Company provides facility to its employees for accumulating their annual earned leave. Under
the scheme employees are entitled to 30 days annual leave. Unutilised leave can be accumulated
upto a maximum of 2 years. At the time of retirement entire accumulated leave balance is
encashable.   

Provisions are made to cover the obligations under the scheme on the basis of actuarial valuation
and are charged to income. The most recent valuation was carried out as at June 30, 2008 using the
'Projected Unit Credit Method'. The amount recognised in the balance sheet represents the present
value of defined benefit obligation.

2.12 Trade and other payables 

Trade and other payables are carried at the fair value of the consideration to be paid for goods and
services.

2.13 Provisions

Provisions are recognised when the Company has a legal or constructive obligation as a result of a
past event, and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Provisions are reviewed at each balance sheet date and adjusted to reflect the current best
estimates. 

2.14 Taxation

2.14.1 Current 

Provision for current taxation is based on the taxable income for the year, determined in accordance
with the prevailing law for taxation on income, using prevailing tax rates. The charge for current tax
includes tax credits and adjustments for prior years determined during the year or otherwise
considered necessary for such years. 

2.14.2 Deferred

Deferred tax is provided in full, using the liability method, on all temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.

Deferred tax is determined using tax rates that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is realised
or the deferred income tax liability is settled. 

Deferred tax asset is recognised to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilised.    

2.15 Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. Revenue is recognised as follows:

a) Local sales of products delivered through pipelines are recorded when products passes
through pipelines’ flange. Sale of products loaded through gantry is recognised when
products are loaded into tank lorries.

b) Export sales are recorded on the basis of products delivered to tankers. 

for the year ended June 30, 2008



c) Handling and storage income, pipelines charges recovered, scrap sales and rental incomes
are recognised on an accrual basis.

d) Return / Interest on bank deposits and advances to employees are recognised on an
accrual basis.

2.16 Foreign currency transactions and translation

The financial statements are presented in Pakistan Rupees, which is the Company’s functional and
presentation currency.

Transactions in foreign currencies are converted into Pakistan Rupees using the exchange rates
prevailing on the dates of the transactions. All monetary assets and liabilities denominated in foreign
currencies are translated into Pakistan Rupees using the exchange rates prevailing on the balance
sheet date. Exchange differences are taken to income currently.

2.17 Financial assets and liabilities

All financial assets and liabilities are initially measured at cost, which is the fair value of the
consideration given and received respectively. These financial assets and liabilities are subsequently
measured at fair value, amortised cost or cost, as the case may be.

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet
if the Company has a legally enforceable right to set-off the recognised amount and intends either
to settle on a net basis or to realise the asset and settle the liability simultaneously.

2.18 Segment reporting 

The Company’s operating businesses are organised and managed separately according to the
nature of production process for products and services provided, with each segment representing a
strategic business unit.  The fuel segment is primarily a diverse supplier of fuel products and offers
gasoline, diesel oils, kerosene and furnace oil. The lube segment mainly provides different types of
lube base oils, asphalt, wax free oil and other petroleum products for different sectors of the
economy. Intersegment transfers are made at relevant costs to each segment.

2.19 Dividends and appropriation to general reserve 

Dividends and appropriation to general reserves are recognised in the financial statements in the
period in which these are approved.  

3. PROPERTY, PLANT AND EQUIPMENT

Operating assets (note 3.1) 2,031,962 2,106,266 
Capital work-in-progress (note 3.2) 569,314 237,086 

2,601,276 2,343,352

48national refinery limited

Notes to the Financial Statements
for the year ended June 30, 2008

2008 2007
(Rupees in thousand)



3.1 Operating assets

Year ended June 30, 2008

Opening net
book value 50,225 210,982  184,043 724,544 337,723 164,605 249,278 20,047 5,557  4,996 154,266 2,106,266 

Additions including 
transfers (note 3.1.2) -   10,332 6,624 50,346 6,668 22,748 1,431 20,442 670 5,892 40,301 165,454

Disposals
Cost -   -   -   -   -   -   (1,766) (5,471) -   (76) -   (7,313)
Depreciation -   -   -   -   -   -   1,766 4,993 -   -   -   6,759 

- - - -  - - - (478) - (76) -   (554)
Depreciation charge (600) (13,288) (14,800) (89,979) (51,922) (15,269) (24,259) (8,088) (618) (5,804) (14,577) (239,204)
Closing net book value 49,625 208,026 175,867 684,911 292,469 172,084 226,450 31,923 5,609 5,008 179,990 2,031,962 

As at June 30, 2008

Cost 60,035 369,414 339,988 4,138,645 747,293 306,111 920,205 78,088 9,250 42,531 326,295 7,337,855 
Accumulated 

depreciation (10,410) (161,388) (164,121) (3,453,734) (454,824) (134,027) (693,755) (46,165) (3,641) (37,523) (146,305) (5,305,893)
Net book value 49,625 208,026 175,867 684,911 292,469 172,084 226,450 31,923 5,609 5,008 179,990 2,031,962 

Year ended June 30, 2007

Opening net book value 50,825 223,423 116,145 363,898 378,098 56,349 190,971 27,788 6,094 9,575 111,650 1,534,816 

Additions including 
transfers (note 3.1.2) -   550 78,941 426,427 10,582 115,173 78,995 1,501 57 1,100 54,657 767,983 

Disposals
Cost -   -   -   -   -   -   -   (3,332) -   -   (362) (3,694)
Depreciation -   -   -   -   -   -   -   2,567 -   -   362 2,929 

- - - - - - - (765)   -   -   - (765)

Depreciation charge (600) (12,991) (11,043) (65,781) (50,957) (6,917) (20,688) (8,477) (594) (5,679) (12,041) (195,768)
Closing net book value 50,225 210,982 184,043 724,544 337,723 164,605 249,278 20,047 5,557 4,996 154,266 2,106,266 

As at July 1, 2007
Cost 60,035 359,082 333,364 4,088,299 740,625 283,363 920,540 63,117 8,580 36,715 285,994 7,179,714 
Accumulated depreciation (9,810) (148,100) (149,321) (3,363,755) (402,902) (118,758) (671,262) (43,070) (3,023) (31,719) (131,728) (5,073,448)
Net book value 50,225 210,982 184,043 724,544 337,723 164,605 249,278 20,047 5,557 4,996 154,266 2,106,266 

Annual Rate of 
Depreciation % 1 5 5 to 8 5 & 7 7 8 6 20 7.5 33.33 5 to 15
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3.1.1 Leasehold land includes land subleased / licensed to the following lessees / licensees:

• Pak-Hy Oils (Private) Limited

• Chevron Pakistan Limited

• Shell Gas LPG (Pakistan) Limited

• Pakistan State Oil Company Limited

• PERAC Research & Development Foundation

• Petroleum Packages Limited

• Anoud Power Generation Limited

• Pakistan Oilfields Limited

• Attock Petroleum Limited 

The carrying value of each of the above is immaterial.

3.1.2 During the year, the following amounts have been transferred from capital work-in-progress (note
3.2) to operating assets (note 3.1):

Buildings on leasehold land 8,205 169 

Oil terminal 4,217 78,157 

Processing plant and storage tanks 4,187 426,427

Power generation plant 6,668 10,509 

Pipelines 22,748 115,173

Water power and other utilities 1,431 78,599

Vehicles 4,266 748 

Office and other equipment 31,068 37,018 

82,790 746,800 
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3.1.3 The details of property, plant and equipment disposed of during the year are as follows:

Cost Accumulated Net Sales Mode of  Particulars of
depreciation book value  proceeds disposal  buyers

Vehicles 956 733   223 442 Company Policy Mr. Shahid Kamal
(Ex-employee)

806 551   255 435 Company Policy Mr. K. M. Ismail
(Ex-employee)

written down value 
below Rs. 50,000 each 3,709 3,709   - 1,317

5,471 4,993   478 2,194 

Computer 76 -   76 70 Insurance Claim National Insurance 
Company Limited

Office and other 
equipments 

written down value 
below Rs. 50,000 each 1,766 1,766   - 1,228 

7,313 6,759   554 3,492 

3.2 Capital work-in-progress

LUBE REVAMP PROJECT Other Advance to Total
Advance Fee and Material Other Project Other

to technical cost related contractors/
contractors studies expenditure suppliers

Balance 
as at July 1, 2007 - - - - 228,591 8,495 237,086

Additions 
during the year 281 1,995 7,626 3 403,505 1,608 415,018

Transfers during the
year (note 3.1.2) - - - - (78,524) (4,266) (82,790)

Balance 
as at June 30, 2008 281 1,995 7,626 3 553,572 5,837 569,314

Balance 
as at July 1, 2006 3,893 88,309 432,195 3,015 222,825 1,698 751,935

Additions 
during the year - 15,167 42,833 - 165,456 8,495 231,951

Transfers during the
year (note 3.1.2) (3,893) (103,476) (475,028) (3,015) (159,690) (1,698) (746,800)

Balance 
as at June 30, 2007 - - - - 228,591 8,495 237,086
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4. INTANGIBLE ASSETS – Computer software 

Net carrying value
Balance at beginning of the year 18,126 10,628 
Additions at cost - 18,644 
Amortisation charge for the year (6,215) (11,146)
Balance at end of the year 11,911 18,126 

Gross carrying value 
Cost 50,525 50,525 
Accumulated amortisation (38,614) (32,399)
Net book value 11,911 18,126 

Amortisation is charged at the rate of 33.33% per annum.

5. DEFERRED TAXATION 

Deferred tax Debit balances in respect of: 
Provisions in respect of
- slow moving and obsolete stores, 

spares and chemicals 173,927 172,922 
- duties and taxes 70,553 71,031 
- retirement benefits 39,826 40,096 
- discount on crude oil purchases 84,258 84,828 
- long term investment, doubtful debts and 

pending litigations 14,022 7,897 
382,586 376,774 

Old outstanding liabilities offered for tax 130,108 138,444 
512,694 515,218 

Deferred tax Credit balances in respect of: 
Accelerated tax depreciation and amortisation (348,287) (354,100)

164,407 161,118 

6. LONG TERM INVESTMENT

Investment in related party (unlisted) 
– available for sale

Anoud Power Generation Limited 10,800 10,800 
[1,080,000 (2007: 1,080,000) Ordinary shares of 
Rs.10 each, Equity held 9.09 percent 
(2007: 9.09 percent)]

Less: Provision for impairment 10,800 10,800 

- -   

for the year ended June 30, 2008
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7. LONG TERM LOANS AND DEPOSITS 

Loans - considered good

Secured (note 7.2)

- Executives 26,461 22,665
- Employees  39,512 39,885 

65,973 62,550 

Less: Recoverable within one year shown under
current assets (note 11)

- Executives 5,968 5,735 
- Employees  6,655 6,626

12,623 12,361 
53,350 50,189

Unsecured (note 7.3)

- Executives 2,779 3,469 
- Employees  883 1,498 

3,662 4,967 
Less: Recoverable within one year shown under
current assets (note 11)

- Executives 673 866 
- Employees  241 272 

914 1,138 
2,748 3,829 

56,098 54,018 
Deposits

- Utilities  7,938 7,938 
- Others 15,887 2,434 

23,825 10,372 

79,923 64,390 

7.1 Reconciliation of carrying amount of loans:

Executives  Employees Total Executives Employees  Total

(Rupees in thousand)

Balance at beginning of the year 26,134 41,383 67,517 24,398 39,875 64,273

Effect of promotions to Executives 2,484 (2,484) - - - -

Disbursements 10,326 10,575 20,901 5,598 14,876 20,474

Repayments (9,704) (9,079) (18,783) (3,862) (13,368) (17,230)

Balance at end of the year 29,240   40,395    69,635 26,134  41,383    67,517
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7.2 The secured loans to executives and employees are for the purchase of motor cars and house
building. These are granted in accordance with the terms of their employment and are recoverable
in monthly installments over a period ranging between 5 to 10 (2007: 5 to 10) years. Certain of these
loans are interest free, whereas others carry interest ranging from 3% to 7% (2007: 3% to 7%) per
annum in case of motor car loans and 5% (2007: 5%) per annum in case of house loans. These
loans are secured against original title documents of respective assets.

7.3 The unsecured loans to executives and employees are either personal loans or given for the
purchase of furniture and motor cycles. These are granted in accordance with the terms of their
employment and are recoverable in monthly installments over a period of 4 to 12 (2007: 4 to 12)
years and are interest free.

8. STORES, SPARES AND CHEMICALS 

In hand
- Stores 230,301 228,436 
- Spares 941,613 959,926 
- Chemicals 86,445 62,503 

1,258,359 1,250,865 
In transit 100,572 124,553 

1,358,931 1,375,418 
Provision for slow moving and obsolete stores, 

spares and chemicals (579,855) (572,624)
779,076 802,794 

9. STOCK-IN-TRADE

Raw materials
- Crude oil and condensate (note 9.1) 8,315,621 4,219,692 
- Naphtha 21,193 24,160 

8,336,814 4,243,852 
Semi finished products 925,522 881,547 
Finished products (note 9.2) 4,025,955 2,562,021 

13,288,291 7,687,420 

9.1 Includes stocks-in-transit amounting to Rs. 4.70 billion (2007: Rs. 611.71 million). 

9.2 Includes stocks held with the following third parties:

- Karachi Bulk Storage & Terminals (Pvt.) Limited - 105,240 
- Pakistan State Oil Company Limited  7,021 94,843 
- Attock Refinery Limited - 20,314 

7,021 220,397

for the year ended June 30, 2008
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2008 2007
(Rupees in thousand) 

10. TRADE DEBTS - unsecured

Considered good
- related party - Attock Petroleum Limited 5,660,998 2,842,486 
- others 4,512,053 3,287,838 

Considered doubtful 21,174 -   
10,194,225 6,130,324 

Provision for doubtful debts (21,174) -   
10,173,051 6,130,324 

11. LOANS AND ADVANCES

Loans - considered good
Current portion of long term loans (note 7)
Secured

- Executives 5,968 5,735 
- Employees 6,655 6,626 

12,623 12,361 
Unsecured

- Executives 673 866 
- Employees 241 272 

914 1,138 

Short term loans to employees - unsecured, 
interest free 448 973 

Advances
- Executives 33 816 
- Employees 894 60 
- Suppliers 36,116 4,477 

37,043 5,353 

51,028 19,825 

12. DEPOSITS AND PREPAYMENTS 

Deposits 
- Margin against letters of credit and guarantees 18,063 7,491 
- Others 559 523 

18,622 8,014 
Prepayments

- Insurance 75,418 10,029 
- Gratuity fund 28 28 
- Workers’ profits participation fund (note 19.5) - 22,646 
- Others 1,831 2,403 

77,277 35,106 

95,899 43,120 
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2008 2007

13. OTHER RECEIVABLES – considered good 

Receivable from related parties:
- Attock Petroleum Limited 1,316 6,842 
- Attock Refinery Limited 6,245 5 
- The Attock Oil Company Limited - 2 

7,561 6,849
Others:

- Pakistan Refinery Limited (note 13.1) 1,185,710 1,463,099 
- Government of Pakistan (note 13.2) 973,622 347,291 
- Claims receivable 1,563 2,378 
- Insurance rebate receivable 7,000 -   
- Others 7,801 1,419 

2,183,257 1,821,036 

13.1 This represents amount due in respect of purchase of crude oil, freight and other charges paid by
the Company on behalf of Pakistan Refinery Limited.

13.2 This includes price differential claims amounting to Rs. 935.12 million (2007: Rs. 308.78 million).

14. INVESTMENTS

At fair value through profit or loss

Investment in open ended mutual funds

26,681,542 23,625,247 NAFA Cash Fund 287,544 261,610 
9,472,905 4,510,193 Pakistan Income Fund 487,476 250,045 
1,993,352 1,798,243 Dawood Money Market Fund 220,670 200,435 
4,705,006 447,531 JS Abamco UTP Income Fund 489,659 250,002 
5,922,593 -   Faysal Income & Growth Fund 612,574 -   
5,710,672 -   AMZ Plus Income Fund 633,157 -   
5,547,542 -   United Income & Growth Fund 572,543 -   
1,980,012 -  AKD Income Fund 101,816 -   
1,031,231 -   Askari Income Fund 107,227 -   

994,609 -   KASB Liquid Fund 102,693 -   
3,615,359 962,092 

The fair value of these investments is the Net Asset Value (NAV) as at June 30, 2008 as quoted by
the respective Asset Management Company.
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15. CASH AND BANK BALANCES 

In hand 500 500 

With banks on: 

- current accounts 302,508 19,741 
- savings accounts 3,379,143 4,254,884 
- local currency deposit accounts (note 15.1) 9,422,474 7,201,473 
- foreign currency deposit accounts (note 15.2) 17,511 15,554 

13,121,636 11,491,652 

13,122,136 11,492,152 

15.1 Includes Rs. 2.32 billion (2007: Rs. 2.67 billion) withheld from suppliers and deposited with banks,
as explained in note 19.3.

These carry interest at the rates varying from 11% to 14% (2007: 9% to 12%) per annum.

15.2 Represents amount of US $ 258 thousand (2007: US $ 258 thousand)

16. ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL

59,450,417 59,450,417 Ordinary shares of
Rs. 10 each fully paid in cash 594,504 594,504 

6,469,963 6,469,963 Ordinary shares of
Rs. 10 each issued for 
consideration other than cash 64,700 64,700 

14,046,180 718,420 Ordinary shares of
Rs. 10 each issued as fully 
paid bonus shares 140,462 7,184 

79,966,560 66,638,800 799,666 666,388 
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16.1 Reconciliation of number of ordinary shares outstanding

At the beginning of the year 66,638,800 66,638,800 
Issue of 1 bonus share for every 5 shares held 13,327,760 - 
At the end of the year 79,966,560 66,638,800 

16.2 As at June 30, 2008 and 2007, Attock Oil Group holds 51% equity stake in the Company through the
following companies: 

-  Attock Refinery Limited 19,991,640 16,659,700 
-  Pakistan Oilfields Limited 19,991,640 16,659,700 
-  Attock Petroleum Limited 799,665 666,388

17. RESERVES

Capital reserves
Capital compensation reserve (note 17.1) 10,142 10,142 
Exchange equalisation reserve 4,117 4,117 

14,259 14,259 
Revenue reserves

General reserve 6,931,400 4,687,000 
Unappropriated profit 3,056,023 3,710,566 

9,987,423 8,397,566 

Special reserve (note 17.2) 6,617,697 3,668,176 
16,619,379 12,080,001

17.1 Capital compensation reserve includes net amounts for (a) premature termination of crude oil sales,
bareboat charter-party and technical assistance agreements, (b) design defects and terminated
service agreements and (c) termination of bareboat charter-party and affreightment agreements.

17.2 This represents the reserve created under the directives of Ministry of Petroleum & Natural
Resources. The directive, with effect from July 1, 2002, replaced the formula of guaranteed return
and in lieu thereof provided a new formula. Under the new mechanism the refineries were directed
to transfer to a ‘Special Reserve’, from their profit after taxation attributable to fuel segment an
amount in excess of 50% of paid-up capital, as on July 1, 2002 attributable to fuel segment, to offset
against any future losses or to make investment for expansion or upgradation. The amount
transferred to ‘Special Reserve’ is not available for distribution to the shareholders.  
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18. STAFF RETIREMENT BENEFITS 
The details of staff retirement benefits are as follows: 

2008 2007
Pension Gratuity Medical Pension Gratuity Medical 

Fund Fund Fund Fund Fund Fund 
(Rupees in thousand)

18.1 Reconciliations of obligations

Present value of defined benefit obligations 2,181,529 67,945 553,929 1,961,320 56,823 548,940 
Fair value of plan assets (2,128,896) (82,668) (525,739) (1,997,522) (67,595) (499,257)
Funded status 52,633 (14,723) 28,190 (36,202) (10,772) 49,683 
(Receivable from Gratuity) / Payable to

Pension Fund (10,760) 10,760 - (260) 260 -   
Unrecognised net actuarial gain 197,385 3,935 44,829 218,137 10,484 5,582 
Recognised liability / (asset) 239,258 (28) 73,019 181,675 (28) 55,265 

18.2 Movement in liability / (asset)

Liability / (asset) at beginning of the year 181,675 (28) 55,265 137,972 (28) 37,383 
Charge for the year 60,788 1,508 17,754 72,543 2,548 17,882 
Contribution paid to the fund (3,205) (1,508) - (28,840) (2,548) -   
Liability / (asset) at end of the year 239,258 (28) 73,019 181,675 (28) 55,265 

18.3 Charge for the year

Current service cost 63,820 2,807 13,023 63,923 2,656 12,942 
Interest cost 194,571 5,777 54,715 162,453 4,636 43,965 
Expected return on plan assets (195,932) (6,789) (49,984) (153,833) (4,744) (39,025)
Net actuarial gain recognised

during the year (1,671) (287) - -   -   -   
60,788 1,508 17,754 72,543 2,548 17,882 

18.4 Movement in present value
of defined benefit obligations

Opening balance 1,961,320 56,823 548,940 1,811,027 50,859 488,747 
Service cost 63,820 2,807 13,023 63,923 2,656 12,942 
Interest cost 194,571 5,777 54,715 162,453 4,636 43,965 
Benefits paid (107,134) -   (13,422) (105,946) (40) (15,087)
Transfer from Gratuity / (to Pension) Fund 11,430 (11,430) - 973 (973) -   
Actuarial loss / (gain) 57,522 13,968 (49,327) 28,890 (315) 18,373 
Present value of defined benefit 

obligations at the end of the year 2,181,529 67,945 553,929 1,961,320 56,823 548,940 

18.5 Movement in fair value  of 
plan assets

Opening balance 1,997,522 67,595 499,257 1,758,226 52,110 433,941 
Expected return 195,932 6,789 49,984 153,833 4,744 39,025 
Contributions 3,205 1,508 - 28,840 2,548 -   
Benefits paid (107,134) -   (13,422) (105,946) (40) (15,087)
Actuarial gain / (loss) 38,441 7,706 (10,080) 161,482 9,320 41,378 
Transfer from Gratuity / (to Pension) Fund 930 (930) - 1,087 (1,087) -  
Fair value of plan assets at the end

of the year 2,128,896 82,668 525,739 1,997,522 67,595 499,257 

Actual return on plan assets 234,373 14,495 39,904 315,315 14,064 80,403 

59 annual report 2008

Notes to the Financial Statements
for the year ended June 30, 2008



60national refinery limited

Notes to the Financial Statements

2008 2007 2006 2005 2004
(Rupees in thousand)

18.6 Historical information

PENSION FUND
As at June 30

Present value of defined benefit obligation 2,181,529 1,961,320 1,811,027 1,751,423 947,788 
Fair value of plan assets (2,128,896) (1,997,522) (1,758,226) (1,625,638) (934,542)
Deficit / (Surplus) 52,633 (36,202) 52,801 125,785 13,246 

Experience loss on obligation 57,522 28,890 44,795 223,319 23,579 
Experience gain on plan assets 38,441 161,482   93,238 232,289   25,561   

GRATUITY FUND
As at June 30

Present value of defined benefit obligation 67,945 56,823 50,859 46,087 84,412 
Fair value of plan assets (82,668) (67,595) (52,110) (44,644) (66,875)
Deficit / (Surplus) (14,723) (10,772) (1,251) 1,443 17,537 

Experience (gain) / loss on obligation 13,968 (315) (329) 15,306 20,387 
Experience gain / (loss) on plan assets 7,706 9,320   1,263   (2,781)  (82)

MEDICAL FUND
As at June 30

Present value of defined benefit obligation 553,929 548,940 488,747 431,233 261,525 
Fair value of plan assets (525,739) (499,257) (433,941) (408,587) -   
Deficit 28,190 49,683 54,806 22,646 261,525 

Experience (gain) / loss on obligation (49,327) 18,373 15,022 17,438 15,646 
Experience gain / (loss) on plan assets (10,080) 41,378   12,927 -      -   

18.7 Major categories / composition of plan assets are as follows:

Pension fund Gratuity fund Medical fund
2008 2007 2008 2007 2008 2007

Debt Instrument 69.07% 67.67% 63.74% 57.84% - 50.07%
Equity 2.02% 2.53% 4.65% 5.57% 4.61% 5.67%
Mixed Funds 26.11% 28.40% 13.06% 17.51% 92.16% 37.83%
Others 2.80% 1.40% 18.55% 19.08% 3.23% 6.43%

for the year ended June 30, 2008



18.8 Principal actuarial assumptions

Pension fund Gratuity fund Medical fund
2008 2007 2008 2007 2008 2007

Rate of discount 12% p.a 10% p.a 12% p.a 10% p.a 12% p.a 9% p.a 
Expected rate of increment of salary /

increase in cost 11% p.a 9% p.a 12% p.a 7% p.a 9% p.a 9% p.a 
Expected rate of increase in pension 5% p.a 5% p.a - -   - -   
Expected rate of return on assets 12% p.a 10% p.a 12% p.a 10% p.a 12% p.a 9% p.a 
Expected retirement age 60 years 60 years 60 years 60 years 60 years 60 years 

18.9 The effects of a 1% movement in the assumed medical cost trend rate are as follows:

Increase  Decrease 

(Rupees in thousands) 

Effect on the aggregate of current service cost and interest cost 13,533 10,389 
Effect on the defined benefit obligation 102,191 78,853 

The average life expectancy in years of a pensioner retiring at age 60 on
the balance sheet date is as follows: 2008 2007

(Years)

Male 16.8 16.8
Female 21.2 21.2
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19. TRADE AND OTHER PAYABLES 

Creditors
Government of Pakistan (note 19.1) 2,627,871 1,735,362 

Other trade creditors: 
- Related parties (note 19.2) 63,822 18,392 

- Others (note 19.3 and 19.4) 22,250,221 14,730,273 

22,314,043 14,748,665 

24,941,914 16,484,027 

Mark-up accrued on:  
- unsecured customs duty - overdue 310,264 310,264 

- secured short-term running finance 46 -   

- late payment to suppliers 86,686 -   

Accrued liabilities 500,013 488,202 

Retention money 15,687 19,388 

Deposits from contractors 19,760 20,109 

Advances from customers 227,273 61,818 

Workers' profits participation fund (note 19.5) 74,291 -   

Workers' welfare fund 289,838 207,791 

Income tax deducted at source 10,362 1,362 

Unclaimed dividend 37,855 31,387 

Excise duty and petroleum development levy 139,219 36,079 

Others 9,212 8,683 
26,662,420 17,669,110 

19.1 This includes Rs. 1.76 billion (2007: Rs. 1.11 billion) representing amount payable in respect of local
crude supplies exceeding the maximum slab rates for calculation of discount to Government of
Pakistan (GoP) as provided in the respective Crude Oil Sale and Purchase Agreements (COSAs).
The Ministry of Petroleum and Natural Resources (MoP & NR) through its directive dated December
17, 2005, instructed the refineries to withhold such payments until the matter is resolved among the
parties to the above agreements. A directive was issued by MoP & NR dated December 4, 2007
requiring the amounts above the maximum slab rates to be equally distributed to the GoP and Oil
Exploration Companies (E&Ps).
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19.2 Amounts due to related parties are as follows:

Attock Petroleum Limited 63,406 18,392 
The Attock Oil Company Limited 416 -   

63,822 18,392 

19.3 As also discussed in 19.1, the balance includes Rs. 1.58 billion (2007: Rs. 1.11 billion)
representing amount payable in respect of local crude supplies exceeding the maximum slab rates
provided in the respective COSAs. Payments of such amounts have again been directed to be
withheld through notification dated March 7, 2008 in case E&Ps do not get the supplement COSAs
signed till May 10, 2008.

Further, an amount of Rs. 739.85 million (2007: Rs. 446.70 million) has been withheld on amounts
of COSAs not finalised under the directives of MoP & NR. The amounts withheld are required to be
kept at 90 days interest bearing accounts to be paid with the principal amount when the matter is
finalised.

19.4 Includes an amount of Rs. 280.91 million (2007: Rs. 280.91 million) on account of invoices raised by
local crude oil suppliers in respect of excess discounts given to the Company for the period 1998-99
to 2000-01 consequent to amendment in Master Crude Oil Sale and Purchase Agreement. As the
benefit of these discounts have been passed on to the Government of Pakistan (GoP), the Company
is of the view that such claim be settled by the GoP directly or the GoP should pay the amount to the
Company for onward settlement with suppliers. The Company is pursuing the matter and is hopeful
that the amount will ultimately be settled by GoP. However, as an abundant caution, liability for the
aforementioned amount has been recognised pending acceptance by GoP for settlement thereof.

19.5 Workers’ profits participation fund 

Balance at beginning of the year (22,646) 6,936 
Allocation for the year (note 28) 474,291 327,354 
Interest on funds utilised in the 

Company’s business (note 29) -   638 
451,645 334,928 

Less: Amount paid to the Trustees of the Fund 377,354 357,574 
Balance at end of the year 74,291 (22,646)

20. PROVISIONS

Duties and taxes (note 20.1) 215,214 215,214 
Others 83,355 83,934 

298,569 299,148

20.1 These represent provisions for: 

Claim by the Government (note 20.1.1) 165,214 165,214 
Sales tax, central excise duty and 

penalties (note 20.1.2) 50,000 50,000 
215,214 215,214 
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20.1.1 This represents amount claimed by the Government of Pakistan (GoP), alleging that the Company
had been allowed excess refund in prior years on account of Import Parity Formula. The Company
has taken up this matter with the GoP and is contesting the same.

20.1.2 This represents provision made by the Company in respect of sales tax, central excise duty and
penalties, aggregating to Rs. 50 million, determined by the Collectorate of Customs, Sales Tax and
Central Excise (Adjudication) in 2004 in respect of goods sold by the Company to one of its customer
without deduction of sales tax and central excise duties.

20.2 Reconciliation of provisions

Balance at the beginning of the year 299,148 320,588 
Reversal due to settlement (579) (21,440)
Balance at the end of the year 298,569 299,148

21. CONTINGENCIES AND COMMITMENTS

21.1 Contingencies

21.1.1 A customer of the Company invoked arbitration proceedings against the Company on account of a
dispute resulting from the alleged contamination of certain cargo sold by the Company. The customer
and the Company have appointed their respective arbitrators with no statement of claim filed to date
by the customer. Accordingly, the amount of claim cannot be determined at present.

21.1.2 The Company had filed an appeal with the CIT(A) for the assessment year 2001-2002 in respect of
various disallowances made by the Assessing Officer, of which Rs. 19.10 million remained
unresolved. CIT(A) decided the case in favour of Company and allowed the said disallowances.
However, the department has filed an appeal in this regard before the ITAT.  

21.1.3 The company has raised claims to certain Oil Marketing Companies (OMCs) in respect of late
payments against sales receivables accumulating to Rs. 245.22 million. However, these have not
been recognised in the financial statements as these have not been acknowledged by the OMCs in
view of their contention that delays in making payments is attributed to their non-receipts from the
Government of Pakistan.

21.1.4 Outstanding counter guarantees at the end of the year amounted to Rs. 108.62 million
(2007: Rs. 104.04 million).

21.1.5 Claims not acknowledged as debt at the end of the year amounted to Rs. 111.55 million (2007: 
Rs. 116.42 million).

21.2 Commitments

21.2.1 Contracts signed in respect of capital expenditure but outstanding at the end of the year are as
follows:

2008 2007
(Rupees in thousand) 

CURRENCY

- Foreign currency (US $ 200 thousand) 13,640 -   
- Pak Rupees 57,146 46,344 

70,786 46,344 

21.2.2 Outstanding letters of credit at the end of the year amounted to Rs. 16.39 billion (2007: Rs. 10.12
billion).
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22. GROSS SALES

Local (note 22.1) 124,753,735 92,926,185 
Export 21,479,536 16,219,785 

146,233,271 109,145,970 

22.1 Includes price differential claims from the Government of Pakistan amounting to Rs. 1.841 billion 
(2007: Rs. 479.57 million).  

23. TRADE DISCOUNTS, TAXES, DUTIES AND LEVIES

Trade discounts 761,595 901,239 
Sales tax 13,806,025 11,962,643 
Excise duty 1,496,336 2,053,308 
Petroleum development levy 783,499 2,902,242 

16,847,455 17,819,432 

24. COST OF PRODUCTS SOLD

Opening stock of semi-finished products 881,547 1,131,843 

Crude oil, condensate, naphtha and drums
consumed (note 24.1) 116,916,214 82,694,046 

Stores, spares and chemicals consumed 520,239 375,747 
Salaries, wages and staff benefits (note 24.2) 803,090 651,848 
Staff transport and canteen 58,109 46,690 
Fuel, power and water (note 24.3) 1,274,407 1,020,978 
Rent, rates and taxes 42,192 28,930 
Insurance 69,758 56,989 
Contract services 36,642 34,740 
Repairs and maintenance 184,395 101,374 
Provision for slow moving and obsolete stores,

spares and chemicals 7,231 -   
Depreciation 209,259 170,395 
Amortisation of intangible assets (note 4) 6,215 518 
Health, safety, environment and related cost 4,746 3,712 
Professional charges 4,059 3,187 
Consultancy charges (note 24.4) 64,697 -   
Pipeline charges 3,546 4,339 
Others 8,170 11,530 

120,212,969 85,205,023 

Closing stock of semi-finished products (note 9) (925,522) (881,547)
Cost of products manufactured 120,168,994 85,455,319 

Opening stock of finished products 2,562,021 2,169,450 
Closing stock of finished products (note 9) (4,025,955) (2,562,021)

(1,463,934) (392,571)

118,705,060 85,062,748 
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24.1 Crude oil, condensate, naphtha and drums consumed 

Crude oil, condensate and naphtha
- Opening stock 4,243,852 3,173,902 
- Purchases 120,598,663 83,511,196 
- Closing stock (8,336,814) (4,243,852)

116,505,701 82,441,246 

Drums 410,513 252,800 
116,916,214 82,694,046 

24.2 Includes Rs. 60.85 million (2007: Rs. 69.51 million) and Rs. 22.46 million (2007: Rs. 19.89 million)
in respect of defined benefit and defined contribution plans respectively.

24.3 These include a sum of Rs. 42.12 million (2007: Rs. 44.05 million) being cost incurred under
arrangement for purchase of electricity, identified as lease.

24.4 This represents costs incurred on consultancy in respect of designing and other related studies for
the installation of High Speed Diesel Desulphurisation unit.

25. DISTRIBUTION AND MARKETING EXPENSES 

Salaries and staff benefits (note 25.1) 27,035 19,136 
Stores, spares and chemicals consumed 8,068 3,539 
Commission on local sales 444,230 -   
Commission on export sales 215,786 168,772 
Export expenses 124,482 118,868 
Depreciation 11,802 7,523 
Repairs and maintenance 15,191 11,792 
Postage, telegrams and periodicals 2,649 3,352 
Provision for doubtful debts 21,174 -   
Bad debts 1,973 -   
Technical Fee 1,432 -   
Selling expenses 8,618 6,163 
Others 6,568 2,318 

889,008 341,463 

25.1 Includes Rs. 2.05 million (2007: Rs. 2.04 million) and Rs. 0.76 million (2007: Rs. 0.58 million) in
respect of defined benefit and defined contribution plans respectively.
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26. ADMINISTRATIVE EXPENSES 

Salaries and staff benefits (note 26.1) 226,412 200,837 
Staff transport and canteen 15,132 16,812 
Rent, rates and taxes 6,145 3,188 
Depreciation 18,143 17,850 
Amortisation of intangible assets (note 4) - 10,628 
Legal and professional charges 13,149 9,111 
Printing and stationery 7,136 6,695 
Repairs and maintenance 51,507 46,523 
Telephone and communication 4,610 3,902 
Electricity and power (note 26.2) 14,339 10,484 
Insurance 1,650 1,510 
Training and seminar 1,356 1,252 
Postage, telegrams and periodicals 4,664 2,487 
Others 11,927 13,945 

376,170 345,224 

26.1 Includes Rs. 17.15 million (2007: Rs. 21.42 million) and Rs. 6.33 million (2007: Rs. 6.13 million) in
respect of defined benefit and defined contribution plans respectively.

26.2 These include a sum of Rs. 0.89 million (2007: Rs. 0.87 million) being cost incurred under
arrangement for purchase of electricity, identified as lease.

27. OTHER OPERATING INCOME

Income from financial assets
Return / interest / mark-up on: 

- PLS savings and deposit accounts 734,589 789,711 
- Secured loans to employees and executives 467 472 

Gain on re-measurement of fair value of open ended
mutual fund units 209,974 12,092 

Others

Handling and storage income 198,838 147,842 
Hospitality charges 12,123 13,092 
Provision and liabilities no longer required or 

payable, written back (note 27.1) 221,786 9,531 
Gain on disposal of property, plant and equipment 2,938 895 
Sale of scrap and empties 6,315 3,034 
Pipeline charges recovered 5,811 4,124 
Rental income 4,234 5,624 
License fees - land - 477 
Tender fees 65 29 
Rebate against insurance expense 7,000 -   
Others 262 5,766 

1,404,402 992,689 

27.1 These primarily represent write back of liabilities in respect of provisional pricing of crude oil from
fields whose agreements have been finalised.
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28. OTHER OPERATING EXPENSES

Workers' profits participation fund (note 19.5) 474,291 327,354 
Workers' welfare fund 180,230 124,381 
Donations - 15 
Auditors’ remuneration (note 28.1) 2,498 1,348 

657,019 453,098 

28.1 Auditors’ remuneration

Audit fee 750 300 
Taxation services 854 300 
Fee for review of half yearly financial statements, 

special reports and certifications 561 503 
Out-of-pocket expenses 333 245 

2,498 1,348 

29. FINANCE COST

Mark-up on short term running finance  46 4,738 
Mark-up on late payments to suppliers 86,945 -   
Interest on workers' profits participation

fund (note 19.5) - 638 
Exchange loss 1,242,919 15,440 
Guarantee commission and service charges 932 536 
Bank charges 827 642 

1,331,669 21,994 

30. TAXATION

Current 
- for the year 2,917,200 2,003,100 
- for prior years (88,051) (218,926)

2,829,149 1,784,174 

Deferred (3,289) 107,872 
2,825,860 1,892,046 

30.1 Relationship between tax expense and accounting profit

Accounting profit before taxation 8,831,292 6,094,700 

Tax at the applicable tax rate of 35% (2007: 35%) 3,090,952 2,133,145 
Tax effect of income exempt from tax (73,491) -   
Tax effect of expenses not allowed for tax 6,214 5 
Effect of tax on export sales under Final Tax Regime (109,764) (22,178)
Effect of prior years tax (88,051) (218,926)
Tax expense for the year 2,825,860 1,892,046 
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31. EARNINGS PER SHARE

There is no dilutive effect on the basic earnings per share of the Company, which is based on:

Profit after taxation 6,005,432 4,202,654 

Weighted average number of ordinary shares 
(in thousand) 79,967 79,967 

Earnings per share - basic and diluted (Rupees) 75.10 52.55 

For the purposes of calculating earnings per share, number of ordinary shares outstanding as at
June 30, 2007 has been increased to reflect the bonus shares issued during the year.

32. CASH GENERATED FROM OPERATIONS

Profit before taxation 8,831,292 6,094,700 

Adjustment for non cash charges and other items:

Depreciation and amortisation 245,419 206,914 
Finance cost 86,991 4,738 
Provision for gratuity 1,508 2,548 
Provision for post retirement medical benefits 17,754 17,882 
Provision for pension 60,788 72,543 
Return / interest on bank deposits (734,589) (789,711)
Gain on re-measurement of fair value of open ended

mutual fund units (209,974) (12,092)
Gain on disposal of property, plant and equipment (2,938) (895)
Exchange gain on foreign currency

bank accounts (1,957) (65)
(Increase) / Decrease in working capital (note 32.1) (524,209) 1,597,669 

7,770,085 7,194,231 
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32.1 (Increase) / Decrease in working capital

(Increase) / Decrease in current assets

Stores, spares and chemicals 23,718 (86,085)
Stock-in-trade (5,600,871) (1,212,225)
Trade debts (4,042,727) (787,560)
Loans and advances (31,203) (1,583)
Deposits and short term prepayments (52,779) (33,692)
Other receivables (362,221) (921,835)
Tax refunds due from Government - Sales tax 642,343 (17,689)

(9,423,740) (3,060,669)

Increase / (Decrease) in current liabilities

Trade and other payables 8,900,110 4,679,778 
Provisions (579) (21,440)

(524,209) 1,597,669 

33. UNAVAILED CREDIT FACILITIES

Short term running finance (note 33.1) 1,850,000 1,350,000 

Letters of credit and guarantee 16,638,615 9,049,034 

33.1 Short term running finance

The rates of mark-up on these finance ranges between 9.81% and 14.39%  (2007: 9.4% and 10.8%)
per annum, payable quarterly.

The facilities are secured against joint pari passu charge on the Company’s stocks, receivables and
other current assets. 

The purchase prices are repayable on various dates, latest by March 31, 2009.
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34. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES 

2008 2007

Chief Chief
Executive Executives Executive Executives

(Rupees in thousand)

Managerial remuneration 4,380 115,113 4,151 95,671
Bonus 2,184 38,622 1,290 20,222
Retirement benefits 1,239 27,734 - 24,087
House rent - 43,763 - 38,363
Conveyance 166 7,642 161 6,613
Leave benefits 416 9,668 628 8,000

8,385 242,542 6,230 192,956
Number of person (s) 1 126 1 112

34.1 In  addition to  the above, fee to two non-executive  Directors during the year amounted to Rs. 55 thousand 
(2007: Rs. 80 thousand).

34.2 The Chairman, Chief Executive and some of the executives of the Company are provided with free use of
Company's cars and additionally, executives are also entitled to medical benefits and club subscriptions in
accordance with their terms of service.

35. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

35.1 Financial assets and liabilities

Interest/mark-up bearing Non-interest/mark-up bearing
Maturity Maturity Sub total Maturity Maturity Sub total Total

up to one after one up to one after one
year year year year

(Rupees in thousand)
Financial assets

Loans and 
advances 2,610 14,225 16,835 10,927 41,873 52,800 69,635 

Deposits -   -   -   18,622 23,825 42,447 42,447 
Trade debts 984,236 -   984,236 9,188,815 - 9,188,815 10,173,051 
Accrued interest -   -   -   30,780 -   30,780 30,780 
Other receivables -   -   -   2,183,257 - 2,183,257 2,183,257 
Investments -   -   -   3,615,359 - 3,615,359 3,615,359 
Cash and bank

balances 12,801,617 -   12,801,617 320,519 -   320,519 13,122,136 

2008 13,788,463 14,225 13,802,688 15,368,279 65,698 15,433,977 29,236,665 

2007 11,458,682 11,718 11,470,400 9,020,007 52,672 9,072,679 20,543,079 

Financial liabilities

Trade and other
payables -   -   - 25,921,437 -   25,921,437 25,921,437 

2008 -   -   - 25,921,437 -   25,921,437 25,921,437 

2007 -   -   - 17,398,139 -   17,398,139 17,398,139
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35.2 Financial risk management objectives and policies

(i) Capital Risk Management

The Company's objectives when managing capital are to safeguard the Company's ability to
continue as going concern in order to provide returns for shareholders and benefit for other
stakeholders. The Company manages its capital through adjusting its dividend policy. Further, as
also mentioned in note - 17.2, the company operates under tariff protection formula for fuel
operations whereby profits after tax attributable to fuel segment in excess of 50% of the paid up
capital as of July 1, 2002 attributable to fuel segment are diverted to special reserve.

Taken as a whole, risk arising from the Company's financial instruments is limited as there is no
significant exposure to price and cash flow risk in respect of such instruments. 

(ii) Concentration of credit risk 

Credit risk represents the accounting loss that would be recognised at the reporting date if
counterparties failed to perform as contracted. The financial assets that are subject to credit risk
amounted to Rs. 28.30 billion (2007: Rs.  20.17 billion).

The Company believes that it is not exposed to any major concentration of credit risk as it operates
in an essential products industry and has customers only a few sound organisations.

(iii) Foreign exchange risk 

Foreign currency risk arises mainly when receivables or payables exist due to transactions in foreign
currencies. Financial assets include Rs. 17.51 million (2007: Rs. 15.55 million) and financial liabilities
include Rs. 9.85 billion (2007: Rs. 6.96 billion) which are subject to foreign currency risk. The
Company believes that it is not materially exposed to foreign exchange risk as its product prices are
linked to the currency of its imports.

(iv) Liquidity Risk

The Company manages liquidity risk by maintaining sufficient cash balances and the availability of
financing through banking arrangements.

(v) Market risk

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in
market prices.

The Company is exposed to market risk with respect to its investments in open ended mutual funds.

The Company limits market risk by maintaining a diversified portfolio and by continuous monitoring
of developments in open ended mutual funds. In addition, the Company actively monitors the key
factors that affect the open ended mutual funds.

(vi) Fair values of financial assets and liabilities

The carrying values of all financial assets and liabilities reflected in the financial statements
approximate their fair values.
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36. SEGMENT INFORMATION

The financial information regarding business segments is as follows: 

FUEL LUBE TOTAL
2008 2007 2008 2007 2008 2007

(Rupees in thousand)

Segment Revenue

Sales to external customers

- local, net of discounts, 
taxes, duties and levies 81,459,366 55,648,365 26,446,914 19,458,387 107,906,280 75,106,752 

- export 20,736,974 15,003,224 742,562 1,216,562 21,479,536 16,219,786 
102,196,340 70,651,589 27,189,476 20,674,949 129,385,816 91,326,538 

Inter segment sales 21,190,530 13,356,758 - -   21,190,530 13,356,758 

Elimination of inter segment sales - -   - - (21,190,530)(13,356,758)

Net sales 123,386,870 84,008,347 27,189,476 20,674,949 129,385,816 91,326,538 

Segment results after tax 3,064,106 606,747 2,941,326 3,595,907 6,005,432 4,202,654

Segment assets 30,597,851 19,759,356 13,968,888 11,551,928 44,566,739 31,311,284 

Unallocated assets - -   - -   2,037,876 1,330,275 

Total assets 30,597,851 19,759,356 13,968,888 11,551,928 46,604,615 32,641,559 

Segment liabilities 25,478,331 16,830,895 1,794,935 1,374,302 27,273,266 18,205,197 

Unallocated liabilities -   -   - -   1,912,304 1,689,973 

Total liabilities 25,478,331 16,830,895 1,794,935 1,374,302 29,185,570 19,895,170 

Other Segment Information:

Capital expenditure 9,556 37,462 65,549 613,263 75,105 650,725 

Unallocated capital expenditure - -   - -   90,349 135,902 
9,556 37,462 65,549 613,263 165,454 786,627 

Depreciation and amortisation 90,620 88,926 154,799 117,988 245,419 206,914 

Non-cash expenses
other than depreciation 5,918 5,961 11,836 11,921 17,754 17,882 
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37. TRANSACTIONS WITH RELATED PARTIES

37.1 The following transactions were carried out with related parties during the year:

2008 2007
(Rupees in thousand)

Nature of relationship  Nature of transactions 

Associated companies
Sale of petroleum products 30,601,364 31,799,318 
Rental income 2,183 2,602 
Hospitality charges  12,123 13,092 
License fees - land - 560 
Handling income 78,704 -   
Trade discounts and 

commission on sales 1,421,270 1,023,911 
Reimbursement of expenses 7,284 10,015 

Post employment staff
benefit plans

Contributions 109,604 119,578 
Others

Purchase of electricity 693,180 466,470 
Rental income 408 532 

Key management employees 
compensation

Salaries and other 
employee benefits 20,826 18,082 

Post retirement benefits 2,110 1,054 

37.2 The related party status of outstanding balances as at June 30, 2008 is included in trade debts,
other receivables and trade and other payables respectively.

38. CAPACITY
Annual designed Actual

throughput throughput
2008 2007

(in metric tons)

Fuel section - throughput 
of crude oil 2,710,500 2,733,797 2,801,871

Lube section - throughput
of reduced crude oil 620,486 707,388 705,495
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39. CORRESPONDING FIGURES

Previous year's figures are re-arranged and re-classified wherever necessary for the purpose
of comparison.

Major changes made for better presentation during the year are as follows:

Note Reclassification from Note Reclassificaion to (Rupees in
component component thousand)

13 Other receivables Face of the balance sheet
-Return accrued on balances -accrued interest 45,246
with banks

19 Trade and other payables 19 Trade and other payables
-Mark-up accrued on amounts -Other trade creditors - Others 13,699
withheld from suppliers

25 Distribution and marketing expenses 25 Distribution and marketing expenses
-Others -Stores, spares and chemicals 

consumed 3,539

28 Other expenses 29 Finance cost
-Exchange loss -Exchange loss 15,440

Reclassifications due to directives of MoP & NR in relation to local crude purchases are as 
follows:

Note Reclassification from Note Reclassificaion to (Rupees in
component component thousand)

19 Trade and other payables 19 Trade and other payables
-Other trade creditors - Others - Government of Pakistan 1,100,000

19 Trade and other payables 19 Trade and other payables
-Mark-up accrued -Government of Pakistan 75,660
on amounts withheld -Other trade creditors - Others 75,660
from suppliers 151,320

Reclassification due to finalisation during the year of provisional product specification in relation 
to local condensate purchases.

Note Reclassification from Note Reclassificaion to (Rupees in
component component thousand)

19 Trade and other payables 19 Trade and other Payables
-Government of Pakistan Other trade creditors - Others 2,063,058
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40. EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

40.1 The Board of Directors in its meeting held on August 31, 2008 (i) approved transfer of Rs. 1.46 billion
from unappropriated profit to general reserve; and (ii) proposed a final cash dividend of Rs. 20 per
share for the year ended June 30, 2008 amounting to Rs. 1.60 billion for approval of the members
at the Annual General Meeting to be held on October 20, 2008. These financial statements do not
recognise these appropriations which will be accounted for in the financial statements for the year
ending June 30, 2009.

40.2 Subsequent to the year end, the Government has changed the pricing formula of certain products
including reduction in deemed duty impacting future selling prices of the products.

41. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on August 31, 2008 by the Board of Directors
of the Company.

Chief Executive Director

for the year ended June 30, 2008














