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PAKISTAN REFINERY LIMITED




To be the Refinery of first choice for all stakeholders.

PRL is committed to remaining a leader in the oil refining business of
Pakistan by providing value added products that are environmentally
friendly, and by protecting the interest of all stakeholders in a
competitive market through sustainable development and quality
human resources.
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Responsibilities

Pakistan Refinery Limited recognises five areas of responsibility. It is the duty of management
to continuously assess the priorities and discharge these responsibilities on the basis of
that assessment.

Shareholders

To protect their investment and provide an attractive return.

Customers

To win and retain customers by developing and providing products which offer value in
terms of price, quality, safety and environmental impact, the sale of which is supported by
the requisite technological, environmental and commercial expertise.

Employees

To respect the human rights of our employees, to provide them with good and safe working
conditions, competitive terms and conditions of employment.

To promote the development and best use of the talent of our employees; to create an
inclusive work environment where every employee has an equal opportunity to develop
his or her skills and talents.

To encourage the involvement of employees in the planning and direction of their work; to
provide them with channels to report concerns.

We recognise that commercial success depends on the full commitment of all employees.

Those with whom it does business

To seek mutually beneficial relationships with contractors, suppliers and in joint ventures
and to promote the application of these general business principles doing so. The ability
to promote these principles effectively will be an important factor in the decision to enter
into or remain in such relationships.

Society

To conduct business as responsible corporate members of society, to comply with applicable
laws and regulations, to support fundamental human rights in line with the legitimate role
of business, and to give due attention to health, safety, security and environment.
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Health, Safety, Environment and Quality

Pakistan Refinery Limited is committed to the protection of environment and to ensure health
and safety of its employees, customers, contractors and communities where it operates and
practice quality in all its business activities so as to exceed customer expectations.

Pakistan Refinery Limited is also committed to comply with the applicable laws and
requirements and work with the government and other stakeholders. Pakistan Refinery
Limited shall continually improve the effectiveness of health, safety, environment and quality
(HSEQ) management system by achieving its commitments.

Health

Pakistan Refinery Limited seeks to conduct its activities in such a way as to avoid harm
to the health of its employees and others, and to promote the health of its employees as
appropriate.

Safety

Pakistan Refinery Limited works on the principle that all hazards can be prevented through
effective leadership and actively promoting a high standard of safety including process safety.

Environment

Pakistan Refinery Limited prevents pollution through progressive reduction of emissions
and disposal of waste materials that are known to have a negative impact on the environment.

Quality

Pakistan Refinery Limited focuses on customer satisfaction by operating efficiently and by
developing a culture which promotes innovation, error prevention and teamwork. Pakistan
Refinery Limited conducts periodic audits and risk management of its activities, processes and
products for setting and reviewing its objectives and targets to provide assurance to improve
HSEQ system and loss control. Pakistan Refinery Limited encourages its contractors working
on its behalf or on its premises to also apply HSEQ standards.

Integrity

Pakistan Refinery Limited insists on honesty, integrity and fairness in all aspects and expects
the same in its relationships with all those with whom it does business. The direct or indirect
offer, payment, soliciting and acceptance of bribes in any form are unacceptable practices.
Employees must avoid conflicts of interest between their private financial activities and their
part in the conduct of Company business. All business transactions on behalf of Pakistan
Refinery Limited must be reflected accurately and fairly in the accounts of the Company
in accordance with established procedures and subject to audit. Law of the land shall be
respected. In no case the Company is to become a party to the malpractices such as
evasion of duty, cess, taxes etc.



Teamwork

The success of smooth operations of Pakistan Refinery Limited begins and ends with teamwork.
PRL strongly believes in teamwork as a driving force to the path of perfection and believes
that a team-based culture is an essential ingredient in the work of a successful organisation.

It is expected that each team-player will play his / her part for achievement of common goal,
which is sustainable and smooth operations of the Refinery.

This does not mean that the individual is no longer important; however, it does mean that
effective and efficient teamwork goes beyond individual accomplishments.

Excellence

Pakistan Refinery Limited is performance-driven with 288 employees committed to providing
innovative and efficient solutions to achieve its goals. The Company serves diverse industries,
providing quality distilled petroleum products that help move country’s commerce forward
hence cost efficiency, operational excellence and innovativeness are paramount objectives.
Pakistan Refinery Limited strives for excellence through sincere leadership and dynamic
support staff along with using the right management system and processes.

Corporate Social Responsibility

Pakistan Refinery Limited assesses the implications and effects of its decisions and policies
on the components of the society and ensures that their interest is not affected by its actions.

Pakistan Refinery Limited takes a constructive interest in social matters, which may not be
directly related to the business. Opportunities for involvement, for example through community,
educational or donation programmes, will vary depending upon the scope for useful initiatives.
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Chief Financial Officer
Imran Ahmad Mirza

Company Secretary
Shehrzad Aminullah

Auditors
A. F. Ferguson & Co.
Chartered Accountants

Legal Advisor
Orr Dignam & Co.

Registrar & Share
Registration Office

FAMCO Associates (Private) Limited.

8-F, Next to Hotel Faran,
Nursery Block-6, P.E.C.H.S.
Shahra-e-Faisal, Karachi.

Bankers

Askari Bank Limited

Bank Alfalah Limited

Bank AL-Habib Limited

Citi Bank N.A

Faysal Bank Limited

Habib Metropolitan Bank Limited
Habib Bank Limited

JS Bank Limited

MCB Bank Limited

Meezan Bank Limited

National Bank of Pakistan
Standard Chartered Bank (Pakistan) Limited
Summit Bank Limited

United Bank Limited

Registered Office

P.O. Box 4612, Korangi Creek Road,
Karachi-75190

Tel: (92-21) 35122131-40

Fax: (92-21) 35060145, 35091780
www.prl.com.pk

info@prl.com.pk
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»*<% Muhammad Aliuddin Ansari
“Rn Chairman

Mr. Ansari started his career as an Investment Manager at Bank of America in London, and then
worked as CEO Pakistan and later as COO Emerging Europe for Credit Lyonnais Securities Asia
(CLSA). Following this he was CEO AKD Securities and launched Online Trading, Venture Capital
and Private Equity in Pakistan. In 2006 he partnered with an Oil & Gas company to form Dewan
Drilling which he led as its CEO. He was appointed the President & CEO of Engro Corporation in
2012 and was concurrently Chairman of all its subsidiaries; he was responsible for stewarding
Pakistan's first LNG terminal and Thar coal project. He is the sponsor of X-Co Partners and Executive
Chairman of its subsidiary X-Petroleum and serves as a director on the boards of Kashf Foundation,
Pakistan Refinery Limited and is a member of the Advisory boards of Acumen Fund Pakistan and
the Aman Centre for Entrepreneurship Development at the Institute of Business Administration.




Aftab Husain

Managing Director & CEO

Mr. Husain is a Chemical Engineer and MPA from IBA, Karachi. He has a career in oil refining with
over 35 years of diversified experience with PRL having led all Operations, Technical and Commercial
functions in the Refinery. He is considered a refining expert in the oil industry and has also served
as the Refining Specialist for the National Integrated Energy Plan in the Energy Expert Group of
the Economic Advisory Committee, Ministry of Finance. He is the present Chairman of Oil Companies
Advisory Council. He has been associated with different committees and working groups on oil
pricing mechanism, deregulation and refinery issues with the Ministry of Energy (previously Ministry
of Petroleum and Natural Resources), Government of Pakistan.

He had twice served as a member of the Managing Committee of Overseas Investors’ Chamber
of Commerce and Industry (OICCI) and was the Chairman of the Security, Law and Order Sub-
Committee and the Co-Chairperson of Energy Sub-Committee of OICCI. He is also serving as
director of Pakistan Institute of Petroleum and Pak Grease Manufacturing Company (Private) Limited
and a member of Board of Trustees of Karachi Port Trust.

Abdul Jabbar Memon

Director

Mr. Memon holds a Masters Degree in Petroleum Geology from Sindh University, Jamshoro. He
joined Ministry of Petroleum and Natural Resources (how Ministry of Energy) in 1992 and has over
25 years of diversified experience in down stream oil sector. His area of expertise is technical /
operational issues of oil refineries including allocation / prices of local crude / condensate, installation
of new oil refinery projects, etc, as well as policy matters related to down stream oil sector. Presently
he holds the position of Director General (Oil) in the Petroleum Division of the Ministry of Energy.
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Faisal Waheed

Director

Mr. Faisal Waheed is a finance professional with an MBA in Finance from IBA, Karachi and ACMA
from CIMA, UK. He has worked in a variety of roles in FMCG and B2B businesses both locally and
overseas. He began his career as a Management Trainee with Unilever Pakistan in 1999. Later
he was seconded to a regional finance role in Unilever Europe based out of the UK, followed by
a stint at Unilever Head Office, London in the Finance information management space. In 2010 he
joined Engro where he progressed to the role of Chief Financial Officer of Engro EXIMP (Private)
Limited in 2011. In 2014, he joined Shell Pakistan Limited as the Country Finance Director.

Farooq Rahmatullah Khan

Director

Mr. Khan is a law graduate from University of Peshawar. He joined Burmah Shell Oil and Distribution
Company in 1968 and worked in different capacities i.e. chemicals, human resources, marketing,
supply, distribution, retail, etc. Transferred to Shell International London in 1994, he was appointed
as a Manager in the Business Strategy Division and was involved in various portfolios covering
over 140 countries. On his return in 1998, he was appointed as Head of Operations of Shell Pakistan
and was looking after Middle East and South Asia (MESA). In 2001 he was appointed as Chairman
of Shell Companies in Pakistan and Managing Director of Shell Pakistan Limited. He has been a
founding member of Pak Arab Pipeline Company Limited. He retired from Shell Pakistan Limited
on June 30, 2006. He has also served as Director General of Civil Aviation Authority of Pakistan,
Chairman of Oil and Gas Development Company Limited and Chairman of LEADS Pakistan.

He is currently serving as Chairman of the Board of Faysal Bank Limited and had also served as
the Chairman of Pakistan Refinery Limited (PRL). He also serves as Director on Hascol Petroleum
Limited, founding member of Pakistan Human Development Fund, Director on the Board of Society
for Sustainable Development, member of Resource Development Committee of Aga Khan University
Hospital and member of Pakistan Stone Development Company.



, 1 Farrokh K. Captain
~_ Director

Mr. Farrokh K. Captain received both his Bachelors and Masters degrees from the Massachusetts
Institute of Technology where he was a member of the class of 1966. After completing his education,
he joined Arthur D. Little in the USA, and then went on to establish their management consulting
practice in Pakistan. Since 1978 he has led a major US-Pakistan joint venture chemical manufacturing
business in Pakistan, namely Captain-PQ Chemical Industries Limited.

Mr. Captain is a past President of the American Business Council. For more than 20 years he has
devoted most of his time to the field of social work. He is a Trustee of the Layton Rehmatulla
Benevolent Trust, and has served 10 years as the Founder Chairman of the Pakistan Human
Development Fund. He is also Chairman of The I-Care Foundation and The MIT Enterprise Forum
of Pakistan. He is President of the I-Care Fund America, The Doon School Society of Pakistan and
a Board Member of The Acumen Fund and Injaaz Pakistan. He is currently serving his ninth three-
year term as Director of Shell Pakistan Limited.

Jawwad Ahmed Cheema

Director

Mr. Cheema is the CEO and Managing Director of Shell Pakistan Limited. He is also the Vice
President for Shell Business Operations and custodian of Shell Group’s strategy for off-shored
business operations that is delivered through a network of seven business service centers across
the world. He joined Shell in 1997 in Pakistan and worked in the Retail Business for almost eight
years in various specialisations before moving to global roles outside Pakistan.

He has held several senior leadership roles within the Shell Group and prior to this, he was the
Consultancy Manager in the Downstream Strategy and Consultancy team, Customer Experience
Manager, managing Global Operational Excellence for Retail and Retail General Manager in
Indonesia, managing Retail’'s entry into this new market.

He holds a post-graduate degree in Political Science and an MBA from the UK in 1997.
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Muhammad Najam Shamsuddin
Director

Commencing his association with Chevron Pakistan Lubricants (Private) Limited as the Marketing
Manager - Lubricants, Mr. Shamsuddin has consistently held in country and regional positions of
increased significance in marketing and sales. Prior to moving in his current role, he was based
in the US on a special assignment for the Africa, Middle East and Pakistan region. He was appointed
as the Area Business Manager - Pakistan, in January 2014.

Mr. Shamsuddin started his career in advertising, where he spent two and a half year before moving
to the FMCG sector as the Assistant Brand Manager at British American Tobacco. He is a Masters
in Business Administration from Institute of Business Administration, Karachi. He currently serves
on the board of Pakistan Refinery Limited and Chairman of Chevron Pakistan Lubricants (Private)
Limited.

Mumtaz Hasan Khan

Director

Mr. Mumtaz Hasan Khan, Chairman of Hascol Petroleum Limited has over 50 years experience
in the oil industry. He started his working life in Burmah Shell Oil Storage and Distribution Company
in May 1963 and worked there till January 1976, where his last assignment was International Sales
Manager. From February 1976 to July 1980, he served as Managing Director, Pakistan Services
Limited, which was the holding company of four Intercontinental Hotels in Pakistan. In August 1980,
he moved to London to start his own oil trading business and established Hascombe Limited, which
started trading in crude oil and petroleum products.

Hascombe bought crude and products from Middle Eastern sources and sold to major international
trading companies like Shell and EIf. Under his leadership, Hascol Petroleum Limited has been
granted an oil marketing license by the Government of Pakistan and now Hascol has established
a retail network of around 350 Petrol pumps and CNG stations from Karachi to Peshawar. Mr.
Mumtaz Hasan Khan is also the Chairman of Sigma Motors (Sole distributor of Land Rover vehicles
in Pakistan). He is also a Trustee of the Foundation of Museum of Modern Art (FOMMA). Mr.
Mumtaz Hasan Khan was a member of the Expert Energy Group which prepared the Country's first
Integrated Plan in 2009.



Sheikh Imran ul Haque

Director

Mr. Sheikh Imran ul Haque is a magna cum laude Mechanical Engineer graduate with Master of Science in
Industrial Engineering (major in Engineering Administration) both from Syracuse University, New York.

He began his career in 1979 with Niagara Mohawk and worked with Bechtel in the USA in 1981 before joining
Exxon Chemical Pakistan Limited in 1987 after a business development stint in the construction sector of
Iraq and Pakistan. He has held a variety of leadership roles within Engro including Senior Vice President,
General Manager New Venture Division, Market Development Manager, Information Technology Manager
and Mechanical Manager of the then 800KTPA urea fertilizer plant. He was the Chief Executive Officer of
Engro Vopak Terminal Limited (EVTL), Elengy Terminal Pakistan Limited (ETPL), where he spearheaded
and built the first 4.5 MTPA LNG import infrastructure for Pakistan in 10 months.

He has served on the Boards of Inbox Technologies, Avanceon, Engro Energy, Pakistan Steel Mills,
EETL, EVTL and ETPL. He is currently Chairman of Petroleum Institute of Pakistan.

Yacoob Suttar

Director

Mr. Yacoob Suttar is MD and CEO of Asia Petroleum Limited (APL) since February, 2013 and also DMD
Finance and CFO of Pakistan State Oil Company Limited (PSO). He is a Fellow Member of the Institute of
Chartered Accountant of Pakistan (ICAP) and the Institute of Cost and Management Accountant of Pakistan.
He has over 30 years of professional work experience.

He was the President of ICAP for the term 2014-15. Mr. Suttar has been the Council member of ICAP from
2009 to 2017 and was also the Vice President South in 2012-13. He was the Chairman of ICAP Professional
Accountants In Business (PAIB) Committee for 5 years, while also serving on ICAP’s Executive Committee,
Examination Committee and Human Resource Committee. He was also member of PAIB Committee of
International Federation of Accountants (IFAC) where he was Deputy Chairman for the year 2015 and 2016.
He has recently been elected to the board of IFAC for the term 2018-2020.

He commenced his career with A.F. Ferguson & Co. in 1981 where he completed his four year of training.
Later, he spent few years in Saudi Arabia working as Finance Controller of a large Saudi Company. On his
return to Pakistan, Mr. Suttar joined Engro Chemicals Pakistan Limited in 1988 and worked in various positions
with them for over 17 years. Mr. Suttar moved to PSO as Executive Director (Finance & IT) in 2005. In 2013
he was appointed as MD & CEO of APL, a sister concern of PSO. He currently has dual responsibilities as
DMD - Finance / CFO of PSO and MD & CEO of APL. In this role besides Finance, he is also Chairman of
Procurement Committee, HSE Committee, Credit Review Board and CSR Trust in PSO.
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Audit Committee

Members:

Yacoob Suttar - Chairman Committee
Faisal Waheed

Muhammad Aliuddin Ansari
Muhammad Najam Shamsuddin

Terms of reference:

The Audit Committee comprises of four members, from non-executive Directors of the Board all of
whom have sufficient financial management expertise. The Chief Internal Auditor is the Secretary
of the Committee.

The Committee held five meetings during the year and held separate meetings with the Chief
Financial Officer, Chief Internal Auditor and members of Internal Audit Function and External Auditors
represented by the Engagement Partner as required by the Code of Corporate Governance.

The Board has determined the Terms of Reference of the Audit Committee and has provided
adequate resources and authority to enable the Audit Committee to carry out its responsibilities
effectively. The Audit Committee recommends to the Board, the appointment of external auditors,
their removal, audit fees and the provision by the external auditors of any service to the listed
company in addition to audit of its financial statements. The Board gives due consideration to the
recommendations of the Audit Committee in all these matters.

The terms of reference of the Audit Committee also include the following:
(a) determination of appropriate measures to safeguard PRL's assets;

(b) review of quarterly, half-yearly and annual financial statements of PRL, prior to their
approval by the Board of Directors, focusing on:

major judgmental areas;

significant adjustments resulting from the audit;

the going concern assumption;

any changes in accounting policies and practices;

compliance with applicable accounting standards;

compliance with listing regulations and other statutory and regulatory requirements;
and significant related party transactions.

(c) review of preliminary announcements of results prior to publication;

(d) facilitating the external audit and discussion with external auditors of major observations
arising from interim and final audits and any matter that the auditors may wish to highlight
(in the absence of management, where necessary);

(e) review of management letter issued by external auditors and management's response
thereto;




(f)  ensuring coordination between the internal and external auditors of PRL;

(g) review of the scope and extent of internal audit and ensuring that the internal audit function
has adequate resources and is appropriately placed within PRL;

(h) consideration of major findings of internal investigations of activities characterised by fraud,
corruption and abuse of power and management's response thereto;

() ascertaining that the internal control systems including financial and operational controls,
accounting systems for timely and appropriate recording of purchases and sales, receipts
and payments, assets and liabilities and the reporting structure are adequate and effective;

() review of PRL's statement on internal control systems prior to endorsement by the Board
of Directors and internal audit reports;

(k) instituting special projects, value for money studies or other investigations on any matter
specified by the Board of Directors, in consultation with the CEO and to consider remittance
of any matter to the external auditors or to any other external body;

(D  determination of compliance with relevant statutory requirements;

(m) monitoring compliance with the best practices of corporate governance and identification
of significant violations thereof; and

(n) consideration of any other issue or matter as may be assigned by the Board of Directors.

Human Resources and Remuneration Committee

Members:

Sheikh Imran ul Haque - Chairman Committee
Farooqg Rahmatullah Khan

Farrokh K. Captain

Jawwad Ahmed Cheema

Aftab Husain - Managing Director and CEO

Terms of reference:

HR&RC comprises of four members, including its Chairman, from the non-executive Directors of
the Company. The CEO may be inducted as member of the Committee but not as the Chairman
of Committee. The General Manager Human Resources - Pakistan Refinery Limited will act as the
Secretary of the Committee.

HR&RC has been delegated the role of assisting the Board of Directors in following matters:
recommending human resource management policies to the board;

recommending to the Board the selection, evaluation, compensation (including retirement
benefits) and succession planning of the Managing Director & Chief Executive Officer;

recommending to the Board the selection, evaluation, compensation (including retirement
benefits) of Managing Director & Chief Executive Officer, Chief Financial Officer, Company
Secretary and Chief Internal Auditor;

consideration and approval on recommendations of Managing Director & Chief Executive
Officer on such matters for key management positions who report directly to Managing Director
& Chief Executive Officer.
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Board Technical Committee

Members:
Sheikh Imran ul Haque - Chairman Committee
Aftab Husain - Managing Director and CEO

Terms of reference:

The Board Technical Committee is responsible for removing barriers for realising the upgradation
project for the Company’s project team, institutionalising project execution process and governance
for the upgradation project and endorsement of the investment decisions recommended by the
Project Steering Committee. This committee also reviews and engages with technical managers
for HSEQ matters.

Board Strategic Committee

Members:

Sheikh Imran ul Haque - Chairman Committee
Abdul Jabbar Memon

Farooq Rahmatullah Khan

Farrokh K. Captain

Jawwad Ahmed Cheema

Mumtaz Hasan Khan

Yacoob Suttar

Aftab Husain - Managing Director and CEO

Terms of reference:

The Board Strategic Committee has been set up to assist management in defining and putting up
to the Board of Directors a structured strategic plan that will ensure future sustainability of the
business and deliver sustainable returns to the shareholders.

Board Share Transfer Committee

Members:
Yacoob Suttar - Chairman Committee
Aftab Husain - Managing Director and CEO

Terms of reference:
The Board Share Transfer Committee comprises of two Directors and is set up to approve registration
of transfer of shares received by the Company. The Share Transfer Committee shall assist the
Board of Directors in the following matters:

approve and register transfer / transmission of shares;

sub-divide, consolidate and issue their certificates; and

issue share certificates in place of those which are damaged or in which the pages are completely
exhausted, provided the original certificates are surrendered to the Company.
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Aftab Husain
Managing Director & CEO

Asad Hasan
Deputy Managing Director
(Operations & Engineering)

Imran Ahmad Mirza
Chief Financial Officer

Mohammad Khalid

General Manager
Engineering

Muhammad Ali Mirza

General Manager
Project Advisory

Muhammad Azhar

General Manager
Operations

Muhammad Naman Shah

General Manager
Technology & Inspection

Najam Mahmud

General Manager
Human Resources

Shehrzad Aminullah

General Manager
Commercial & Company Secretary




HSEQ Committee

HSEQ Committee's primary role is to evaluate Health, Safety, Environment and Quality (HSEQ)
performance and risk management in the areas of design, operation and maintenance, based on
the inputs of the HSEQ sub-committees. The committee reviews the HSEQ Management System
for its continuing suitability, adequacy, effectiveness and commitment to continual improvement.
To assist HSEQ Committee, separate sub-committees have been formulated for evaluating HSEQ
matters for operations, oil movement & marine, engineering and support functions.

Inventory Management Committee

Inventory Management Committee is responsible for planning of operational and inventory levels
and crude procurement while considering current and future liquidity forecasts. The Committee also
evaluates product yields and significant matters relating to suppliers, customers and other stakeholders.

Technical & Project Steering Committee

Technical & Project Steering Committee is responsible to facilitate and support the project team
by ensuring adequate involvement in the project by various stakeholders. It also acts in an advisory
capacity regarding major decisions at venture level and scope decisions and provision of assistance
for resolution of resourcing issues.

Tender Board

Tender Board is responsible for ensuring that all procurement activities are conducted in a transparent
and objective manner and the same is duly monitored by the senior management.
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On behalf of the Board of Directors, | am pleased to present the 57th Annual Report of Pakistan
Refinery Limited for the year ended June 30, 2017.

During the year ended June 30, 2017 your refinery reported a Profit after taxation of
Rs. 1,060 million as compared to a Profit after taxation of Rs. 283 million last year, resulting in the
negative equity being reduced to a mere Rs. 396.6 million. This was due to improved refining
margins, stringent inventory management, a stable exchange rate and vigilant control over expenses.
The adverse impact of depressed refining margins coupled with any volatility in Rupee Dollar parity
continues to pose risks to the Company's future profitability.

It is important to note that since March 2013 the Company is adversely affected to the tune of
Rs. 4,265 million, including Rs. 1,072 million during the current year, by the pricing mechanism of
High Speed Diesel (HSD) whereby the refineries are required to deposit the difference between
actual import price and notional ex-refinery price computed in accordance with the Import Parity
Pricing Formula.

In December 2016, the Company fully redeemed the 3 Year Term Finance Certificates (TFC1)
worth Rs. 1,683 million. The Board takes this opportunity to thank all TFC1 holders for their trust
and support during this tenure.

The Refinery did not meet the time line of June 30, 2017 prescribed for the installation of
Diesel Hydro Desulphurisation Unit (DHDS) unit to produce EURO Il compliant HSD and is therefore
exposed to downward revision of HSD pricing due to higher sulphur content. Nonetheless, the
Company has completed work with an international consultant on the Detailed Feasibility Study
which has evaluated different technological variants for upgradation of the Refinery including
installation of DHDS.

After the year ended June 30, 2017 production of Motor Spirit (Petrol) is reduced from 20,000 metric
tons per month to 15,000 metric tons per month due to deactivation of Catalyst of the Isomerisation
Unit. The Company is undertaking measures to address this issue on a priority basis. The Company
has already booked impairment loss of Rs. 274 million on this account in the financial statements
for the year ended June 30, 2017.

Your Refinery remains committed to operational excellence with focus on safe and continuous
operations, protecting environment and ensuring health and safety of its employees, customers
and contractors, while maintaining the integrity of the Refinery equipment. During the year in June
2017, the Company successfully clocked 10 million man-hours without any Lost Time Injury.

While acknowledging the Ministry of Energy and financial institutions for their support and my fellow
directors for their guidance, | would like to thank our valued customers, suppliers, contractors,
shareholders, term finance certificate holders, other stakeholders and committed employees for
their dedication and hard work that resulted in smooth and safe operations of the refinery throughout
the year.

o

Muhammad Aliuddin Ansari
Chairman

Karachi: September 12, 2017
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The Directors of your Company present their Annual Report together with Audited Financial
Statements for the year ended June 30, 2017.

Financial Results

2017 2016

(Rupees in thousand)

Profit after taxation 1,060,278 283,391
Other comprehensive loss (34,265) (100,109)

Total recognised income 1,026,013 183,282

Earnings per share Rs. 3.45 Rs. 0.93

Appropriations:

Transfer to Special Reserves 926,013 83,282

During the year, the Company earned a profit after taxation of Rs. 1,060 million as compared to a
profit after taxation of Rs. 283 million last year. The main reasons for improved profitability during
the current year were improved refining margins, stringent inventory management, stable Rupee-
Dollar parity and vigilant control over expenses.

The Company is continuously burdened by the negative effects of pricing mechanism of High Speed
Diesel (HSD) under which a difference between actual import price and notional ex-refinery price
of HSD is paid by refineries. During the current year, the Company suffered Rs. 1,072 million on
this account only. This adverse pricing mechanism has to date wiped out Rs. 4,265 million since
its introduction in March 2013.

As at June 30, 2017, the Company has accumulated loss of Rs. 4.74 billion (2016: Rs. 4.75 billion)
resulting in net negative equity of Rs. 396.6 million (2016: Rs. 1,330 million) and its current liabilities
exceed its current assets by Rs. 7.36 billion (2016: Rs. 8.05 billion). Further, under the policy
framework for up-gradation and expansion of refinery projects issued by the Ministry of Petroleum
& Natural Resources (now Ministry of Energy) on March 27, 2013, refineries were required to install
Diesel Hydro Desulphurisation Unit (DHDS) by June 30, 2017 to produce EURO Il compliant HSD
and in case of non-compliance, the ex-refinery price of HSD based on Import Parity Price (IPP)
Formula will be downward adjusted / reduced due to higher Sulphur content. The Company did not
meet the aforementioned deadline of setting up DHDS unit and hence will be subjected to downward
adjustment of its HSD pricing in future until the setting up of DHDS unit. These conditions may cast
a significant doubt on the Company's ability to continue as a going concern and the Company
may be unable to realise its assets and discharge its liabilities in the normal course of business.




However, based on factors enumerated below, the Company believes that it will continue as a going
concern and will be able to realise its assets and discharge its liabilities in the normal course of
business:

During the year, the Company earned a profit after taxation of Rs. 1,060 million and its negative
equity has reduced to Rs. 396.6 million (2016: Rs. 1,330 million). The Company further projects
that despite any downward adjustment in HSD pricing in future it will be able to continue
profitable operations next year and this negative equity situation will be overcome.

Profit after taxation (Rs. in mn) Net equity (Rs. in mn)

1,060
397
496 (397)
. 283
- (1,330)
l (1,513)
(1,983)
(864)
1,182
(1.182) (2,367)
(2,729)
(1,616)
2012 2013 2014 2015 2016 2017 2012 2013 2014 2015 2016 2017

Net current assets / liabilities (Rs. in mn) Running finance facilities (Rs. in billion)

(3,692)

9.75

(3,743) 8.75
7.70 8.10

(7,364) 8.10

(6,900) 7.70

(8,046)
(8,769)

2012 2013 2014 2015 2016 2017 2012 2013 2014 2015 2016 2017

The Company has continued to timely discharge its liabilities and there has been no instance
where the payments were delayed due to liquidity problems. Company has sufficient borrowing
lines available from banks to support its operations and to timely discharge its liabilities. Further,
the Company increased its running finance facilities to Rs. 9.75 billion from Rs. 8.75 billion
during the year which demonstrates banks' confidence on Company's credit worthiness.

The Company has completed a feasibility study in which various technological options have
been considered for the refinery up-gradation including the installation of DHDS under the
above policy framework.

Based on the above factors and projected profitability and cash flows, the financial statements have
been prepared on 'Going Concern' basis.

The external auditors of the Company have included a paragraph of emphasis in their audit report
drawing attention to the aforementioned conditions that may affect the Company's ability to continue
as a going concern.
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Dividend

The directors have declared a ‘Nil' dividend for the year ended June 30, 2017 considering the
financial challenges faced by the Company including negative equity. It was considered that
declaration of dividend will further increase the negative equity.

Corporate and Financial Reporting Framework

The financial statements of the Company have been prepared by the management and represent
its state of affairs, the result of its operations, cash flows and changes in equity.

The Company has maintained proper books of accounts as required under the Companies
Ordinance, 1984 (now repealed).

The Company has followed consistent and appropriate accounting policies in the preparation
of the financial statements. Changes in accounting policies, wherever made, have been
adequately disclosed in the financial statements. Accounting estimates are on the basis of
prudent and reasonable judgement.

International Financial Reporting Standards (previously referred to as International Accounting
Standards), as applicable in Pakistan, have been followed in the preparation of the financial
statements and deviation, if any, has been adequately disclosed.

The system of internal controls is sound in design and has been effectively implemented and
monitored regularly.

Credit Rating

During the year, The Pakistan Credit Rating Agency (PACRA) reassessed the credit rating of the
Company and maintained the earlier credit rating i.e. long-term entity rating of A- (Single A minus)
and short-term entity rating of A2 (Single A two). These ratings depict high credit quality and a
low expectation of credit risk i.e. strong capacity for timely payments of financial commitments.

Health, Safety, Environment & Quality (HSEQ)

We are thankful to Allah for achieving 10 million man-hours without any Lost Time Injury (LTI). This
would not have been possible without the active contribution of all employees and our contractors.
Credit is also due to our management for its commitment to HSEQ standards.

The best practices adopted by the Company in the field of Operational Health, Safety & Environment
(OHS&E) have also been acknowledged at the Employers' Federation of Pakistan platform by
ranking the Company at 1st position in their 12th Annual OHS&E Award Ceremony held in July
2017.

Compliance to Regulatory Requirements

All results of effluent and emission tests conducted by Sindh Environmental Protection Agency
(SEPA) nominated independent laboratories met the Sindh Environmental Quality Standards (SEQS)
limits and were duly reported through Self-Monitoring and Reporting Tool (SMART) program to
Pakistan Environmental Protection Agency (PEPA).

Compliance to Third Party Certification

The Company successfully acquired revalidation of ISO 9001, 14001 & OHSAS 18001 certification
without any Non-Conformity Report (NCR) for another year after the recertification audit by an
independent consultant in September 2016.



Environment Day Celebrations

An Environment Day was celebrated to coincide with World Environment Day 2017. This year's
theme was “Connecting people to nature” which implores people to get outdoors and into nature,
to appreciate its beauty and its importance and to take forward the call to protect the Earth that we
share. Tree plantation was carried out in Refinery to demonstrate the Company's corporate level
commitment towards environment.

Training

As part of overall HSEQ management culture, extensive and continuous efforts are being made
to enrich and raise the HSEQ standard of the Contractors' and Company's staff through well-
structured training courses.

Mock Drills

In addition to weekly fire drills, mock drills are executed bi-annually with different fire scenarios
according to the Emergency Response Plan (ERP) to check the effectiveness of emergency
equipment and expertise in emergency mitigation by emergency response staff.

Refinery Management and Operations

The Refinery operations remained smooth and safe throughout the year including a planned
shutdown during 3rd quarter of the current financial year. All key performance indicators were
maintained within the targets. Highest standards of process safety and product quality were
maintained while focus remained on minimizing operating cost.

Turnaround including Platformer Catalyst Regeneration

During the 3rd quarter of current financial year, a 14 day planned shutdown of the Refinery was
carried out, primarily for Platformer Unit catalyst regeneration and Hydrotreater Unit reactor catalyst
skimming operation. Other planned turnaround activities included overhaul, repair works and
maintenance of critical plant piping, heat exchangers, air coolers, crude towers, rotating equipment,
instrumentation and electrical equipment. This activity is required to be carried out periodically to
rectify wear and tear and environmental degradation of critical equipment, which ensures uninterrupted
Refinery operations.

All maintenance activities and restart of Refinery was done in the stipulated timeframe without any
HSEQ related incident.

Reconstruction of Imported Crude Oil Storage Tank at Keamari Terminal

A crude oil storage tank has been reconstructed at Keamari Terminal with enhanced storage capacity
and is equipped with state of the art Aluminum Geodesic Dome Roof (AGDR), which has been
used for the first time in the Company. In order to reduce evaporation losses and to protect
environment, the tank is also equipped with double seal Internal Floating Screen.

N AnnuaL reporT 20717



™3 annuaLrerorT 2017

Business Continuity Planning
a) High Speed Diesel (HSD) Gantry

To facilitate direct upliftment of HSD from Refinery by the Oil Marketing Companies (OMCs),
two loading bays of existing Fuel Oil gantry have been converted into HSD gantry while
maintaining HSEQ standards.

b) JP-1 Gantry

Refinery is connected through integrated pipeline network with Eastern Joint Hydrant Depot
(EJHD) run by OMCs at Jinnah International Airport, Karachi. To augment the smooth supply
of Jet Fuel, a JP-1 gantry with two bays is under construction at a fast pace.

Crude Oil Sales Contract with Abu Dhabi National Oil Company

The second year of the two-year contract for supply of crude oil with Abu Dhabi National Oil Company
(ADNOC) saw the Company importing 28,940 barrels per day under the 29,000 barrels per day
Crude Oil Sales Contract. Under this contract, the Company imports various crude grades from
ADNOC and processes them into different petroleum products. During the year under review, the
Company received around 61% Das crude and 39% Upper Zakum crude from ADNOC. Upon expiry
of the last contract in June 2017 this Contract has been successfully renewed for a further two-year
term till June 30, 2019.

Engineering
Maintenance of Intracity Pipelines

The Company operates and maintains arterial pipeline system between its Korangi Refinery and
Keamari Terminal for uninterrupted transportation of imported crude oil to the Refinery and petroleum
products to OMCs and export customers. These pipelines were laid in the early 1960s along the
Right-of-Way (ROW). With time and expansion and development of Karachi City, a number of
commercial and residential centres have come along the Company's ROW thus creating constant
challenges to operate and maintain these lines.

Pursuing Company policy of safeguarding public life, property and the environment, the Company's
engineering team is on a constant lookout for new methods to minimize impact of a growing city
and disturbance in the vicinity, whilst maintaining these lines. During the year the Company deployed
a very effective maintenance technique / method called Horizontal Directional Drilling (HDD). HDD
enables laying / replacing of long lengths (~400 meters) of large diameter lines underground with
almost no interference or blocking of residential / commercial structures along the ROW. With this
technology, underground lines were installed where previously it was almost impossible to do so,
such as across Malir River bed and Shahrah-e-Faisal.

40 Tons Per Hour (TPH) Steam Boiler

The Refinery has been in operation since the early 1960's. There are three (3) steam boilers, each
with a capacity of 20 TPH. These boilers produce superheated steam at 20 kg / cm2g. In view of
enhanced requirement of steam, the Company has taken a strategic decision to install a new 40
TPH, 20 kg / cm2g steam boiler.

The philosophy is to operate the new boiler at about 75 percent of its rated capacity with the
remaining load shared between two of the three existing boilers. One existing boiler would be on
stand-by. The scope of the current project includes detailed engineering, procurement, construction
and commissioning of the new 40 TPH Boiler. The project is currently in the construction and
erection stage.



4.5 Megawatts (MW) Captive Power Plant Project

Power requirements for the Refinery are currently met through K-Electric feeders. To ensure
uninterrupted power supply and to avoid voltage dips and power failures which not only affect
smooth plant operation but also affect long term plant integrity, the Company has decided to produce
its own power by installing a gas engine based captive power plant, with waste heat recovery boiler,
having a capacity of 4.5 MW.

The plant is designed to operate continuously with uninterrupted power supply to the process plant.
The total cost of the project is approximately Rs. 355 million. The net cost per unit is projected to
be Rs. 6.92 per unit against present cost of Rs. 14.24 per unit. The project is expected to be
commissioned in 3rd quarter of the next financial year.

Refinery Expansion and Upgradation

To comply with the Government of Pakistan's requirement to produce EURO |l compliant HSD, the
Company has completed work with an international consultant on the Detailed Feasibility Study
which has evaluated different technological variants for upgradation of the Refinery including
installation of the Diesel Hydro Desulphurisation Unit (DHDS).

New PRL Website and Revamped IT Infrastructure

A new and dynamic Company website was developed and activated in May 2017. The website was
designed and developed in-house with sophisticated video effects, along with updated product
prices, financial reports and full compliance with the requirements of the Securities and Exchange
Commission of Pakistan including link to 'Jama Punji' and an Urdu version.

IT infrastructure cable revamping work was also completed during the year. The previous network
cabling was laid in 1998. Sophisticated fiber and gigabit speed network cables have been laid
throughout Refinery premises and now Operations Control Room, Workshop Area, Tank Farm,
Weighbridge, Construction Workshop and Loading Gantry have centralized connection with the
main IT Room Data Center.

Human Resources (HR)

The Company maintained its focus on retaining and developing employees. The strategic approach
is to have smooth operations by ensuring that HR practices result in positive outcomes for key
stakeholders - employees, line managers and customers.

The Company maintains a well-equipped learning centre for in-house customers (employees) and
external service providers (contractors' staff), with focus to provide an efficient and effective training
and learning services. During the year, the Company provided an average Twenty One (21) training
hours per employee in an efficient and cost-effective manner through training in-house courses as
well as by external institutes and service providers. The Company also promoted and inculcated
sessions on Company values, ethics and business practices by providing useful learning sessions.

The Company continues to enjoy a cordial working relationship with the Collective Bargaining Agent
(CBA). Upon the expiry of agreement with CBA in June 2017, negotiations are currently underway
for the new two-year agreement for the period from July 2017 to June 2019.

Corporate Social Responsibility (CSR)
Renovation of Begum Rana Liaquat Government Girls Secondary School, Ibrahim Hyderi Campus

As a testimony to its commitment towards society, in general, and to the people who live in the
close vicinity of the Refinery in particular, a Project was embarked upon by the Company's CSR
Team. The selection was made, keeping in mind, the importance of education for our young girls.
To cater to a larger audience the Project was specifically directed to the first step in a female child's
process of enlightenment, thus, the choice automatically fell upon a derelict Primary School in the
fishing hamlet, Ibrahim Hyderi.
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After the successful renovation of Primary Section of the Begum Rana Liaquat Government Girls
Secondary School during 2015-16, the Company once again embarked on the renovation of the
Secondary Section of the same school as part of our CSR endeavours for 2016-17. The work was
carried out with extra diligence and under the supervision of Company's Civil engineers and
got completed in record time.

Corporate Governance

The Company remains committed to the high standards of corporate governance, conducting its
business in line with the best practices of the Code of Corporate Governance and the Listing
Regulations of the Pakistan Stock Exchange Limited, which specify the roles and responsibilities
of the Board of Directors and Company management. For further details, please refer to the
'‘Statement of Compliance with the Code of Corporate Governance’.

Key Operational and Financial Data

A statement summarizing key operational and financial data for the last six years is presented on page
43 of the report.

Contribution to the National Exchequer and Value Addition

The Company continues to enjoy the status of being one of the major taxpayers of the country.
During the year, the Company contributed Rs. 30.3 billion (2016: Rs. 38.5 billion) to the National
Exchequer in the form of direct and indirect taxes. In addition, the Company brought valuable foreign
exchange of USD 30.0 million (2016: USD 30.1 million) through export of Naphtha, thereby making
its contribution towards reducing burden on the country's balance of payments.

Trading in Company Shares

Directors, Chief Executive Officer, Chief Financial Officer, Chief Internal Auditor, Company Secretary
and their spouses and minor children have not traded in the shares of the Company during the year
under consideration. During the year M/s. Fossil Energy (Private) Limited, where Mr. Saleem Bultt
(a former director) and his spouse have majority shareholding, sold 1,314,400 shares of Pakistan
Refinery Limited electronically at an average rate of Rs. 47.81 per share on July 25, 2016. There
has been no trading in Company's shares by any other employee whose basic salary exceeds the
threshold of Rs. 1.2 million in a year which is the threshold set by the Directors for disclosure in
annual reports.

Chairman's Review Endorsement

The Directors duly endorse the contents of the Chairman's Review.

Elections of Directors

During the year, the term of office of the Board expired and elections were held on May 25, 2017.
Following persons were elected as directors of the Company for a term of three years commencing
June 7, 2017:

Abdul Jabbar Memon

Faisal Waheed

Farooq Rahmatullah Khan
Farrokh K. Captain

Jawwad Ahmed Cheema
Muhammad Aliuddin Ansari
Muhammad Najam Shamsuddin
Mumtaz Hasan Khan

Sheikh Imran ul Haque

Yacoob Suttar



Board of Directors’ Meetings Held During the Year

During the year, six meetings of the Board of Directors were held and the attendance of each
Director is given below:

Name of Director Total No. of Board No. of meetings
meetings* attended

Abdul Jabbar Memon
Babar H. Chaudhary

Faisal Waheed

Faroog Rahmatullah Khan
Farrokh K. Captain
Jawwad Ahmed Cheema
Muhammad Aliuddin Ansari
Muhammad Najam Shamsuddin
Mumtaz Hasan Khan
Saleem Butt

Sheikh Imran ul Haque
Yacoob Suttar

Aftab Husain

DAONOOPAOOODONOOOO OO O
DN O WMNDNOO IO O PO

*Held during the period when concerned Director was on Board.

The Board places on record its appreciation for the valuable services rendered by outgoing directors
Mr. Saleem Butt and Mr. Babar H. Chaudhary.
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Board Committees’ Meetings Held During the Year

Attendance of Directors in respective Board Committee Meetings is given below:

Name of Director Total No. of No. of meetings
Committee meetings* attended

Board Audit Committee

Babar H. Chaudhary 5 4
Faisal Waheed 5 4
Muhammad Aliuddin Ansari 0 0
Muhammad Najam Shamsuddin 5 4
Saleem Butt 5 0
Yacoob Suttar 0 0
Board Human Resource and Remuneration Committee

Farooq Rahmatullah Khan 3 3
Farrokh K. Captain 3 3
Jawwad Ahmed Cheema 0 0
Mumtaz Hasan Khan 2 2
Sheikh Imran ul Haque 3 3
Aftab Husain 3 3
Board Strategic Committee

Abdul Jabbar Memon 5 3
Faroog Rahmatullah Khan 0 0
Farrokh K. Captain 5 5
Jawwad Ahmed Cheema 4 2
Mumtaz Hasan Khan 5 1
Sheikh Imran ul Haque 5 5
Yacoob Suttar 0 0
Aftab Husain 5 5

During the year, no meeting of the Board Technical Committee and Board Share Transfer Committee
was held.

* Held during the period when concerned Director was a Member of the Committee.
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Value of Investment in Post - Employment Benefit Funds

The value of investments of provident, gratuity and pension funds on the basis of unaudited accounts
as at June 30, 2017 was as follows:

(Rupees in thousand)

Provident Fund 473,006
Gratuity Fund - Management Staff 143,131
Gratuity Fund - Non-management Staff 81,964
Pension Fund - Management Staff 1,031,937
Pension Fund - Non-management Staff 71,740

Pattern of Shareholding

The statement of Pattern of Shareholding as at June 30, 2017 is presented on page 49 of the report.

External Auditors

The External Auditors Messrs A.F. Ferguson & Co. Chartered Accountants retire at the conclusion
of the forthcoming Annual General Meeting and being eligible, offer themselves for reappointment.

Acknowledgement

We would like to take this opportunity to place on record our gratitude to shareholders, our strategic
partners and financial institutions for their continuous support to the Company. The Board also
appreciates the Company's dedicated human resource, whose diligence, commitment and hard
work has ensured uninterrupted and safe operations during the year. We are equally thankful to
the Ministry of Energy, Ministry of Finance, Government of Pakistan and other regulatory authorities
for their guidance and continuous support.

On behalf of Board of Directors

A

Muhammad Aliuddin Ansari
Chairman

Karachi: September 12, 2017
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Six Years Summary

Revenue (Rs. in mn) Fixed and intangible assets (Rs. in mn)
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Six Years Summary

2017 2016 2015 2014 2013 2012

Revenue (net) . 69,928.6  64,732.9 91,1747 142,1445 132,114.4 127,174.8
Gross profit / (loss) . 2,510.1 1,989.7 (677.0) (707.9) 1,948.9 29.4
Operating profit / (loss) . 2,034.0 1,390.1 (984.3) (783.0) 1,587.7 135
Profit / (loss) before tax . 1,440.9 486.6 (1,673.0) (856.5) 1,237.6 (896.5)
Profit / (loss) after tax . 1,060.3 283.4 (1,181.7) (863.9) 496.0 (1,615.7)
Earnings before interest, taxes, depreciation

and amortisation . 2,886.5 2,217.4 (609.5) (65.4) 1,771.0 (306.1)

Profit and loss

Balance Sheet

Share Capital . 2,940.0 2,940.0 350.0 350.0 350.0 350.0
Share deposit money - - 2,590.0 - - -

Reserves . (3,336.6) (4,270.4) (4,453.1) (3,079.1) (2,333.2) (2,717.1)
Fixed assets and intangible assets . 12,252.9 12,109.5 12,118.2 7,407.3 5111.4 4,541.2
Net current assets / liabilities . (7,363.5) (8,046.4) (8,768.9) (6,900.1) (3,742.8) (3,692.3)
Long term / deferred liabilities . 1,925.3 2,261.5 2,138.5 824 293.3 171.0
Surplus on revaluation of fixed assets . 3,497.9 3,497.9 3,297.9 3,297.9 3,197.9 3,143.9

Investor Information

Gross profit ratio (0.74) (0.50) 1.48 0.02
Net profit ratio (1.30) (0.61) 0.38 (1.27)
EBITDA margin (0.67) (0.05) 1.34 (0.24)
Cash flow from operations to sales (0.06) 2.42 (5.21) 1.41

Inventory turnover 30.18 26.38 26.37 24.23
Debtor turnover 29.66 24.90 43.54 44.05
Operating cycle (12.14) 4.27 (0.40) (7.61)
Debtor turnover 12.31 14.66 8.38 8.29
Creditor turnover 5.07 7.79 5.21 4.82
Inventory turnover 12.09 13.83 13.84 15.06
Total assets turnover ratio . . 2.96 4.93 4.82 3.72
Fixed assets turnover ratio 7.52 19.19 25.85 28.00

Market value per share at the end of the year . 60.93 161.75 81.41 57.45
Market value per share - high during the year . 195.68 173.35 97.63 81.64
Market value per share - low during the year . 137.28 61.64 56.25 52.21
Breakup value per share without surplus on

revaluation of fixed assets . (43.23) (77.98) (56.66) (67.63)
Breakup value per share including the effect

of surplus on revaluation of fixed assets . 50.99 16.25 34.71 22.19
Earnings / (loss) per share (Restated) . (5.42) (3.96) 2.27 (7.40)

Price earning ratio (Restated) * * 35.81
Cash dividend per share . 2.85
Dividend yield -

Dividend pay out 125.38
Dividend cover (Restated) 4.97

Interest cover ratio . . 0.47) 4.87

Current ratio 0.76:1 0.86:1
Quick ratio / acid test ratio 0.39:1 0.42:1
Cash to current liabilities 0.081:1 -0.297:1

Summary of cash flow statement

Cash flows from operating activities Rs. /mn 4,353.5 (1,071.6) (56.4) 3,4435 (6,886.3)
Cash flows from investing activities Rs. /mn (1,124.6) (519.7) (4,615.7) (2,168.4) (662.0)
Cash flows from financing activities Rs. /mn (5,020.4) 2,941.2 (1,788.9) 8,713.2 (0.0)
Net cash flows during the year Rs. /mn (1,791.5) 1,350.0 (6,461.0) 9,981.57 (7,547.3)

* Not applicable due to loss.
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2017

Sales 725 67.1 94.5 147.4 137.0 131.9 100.0
Cost of sales (71.7) (66.7) (97.7) (151.9) (138.4) (135.2) (100.0)
Gross profit / (loss) 103.8 82.3 (28.0) (29.3) 80.6 1.2 100.0
Distribution cost (116.2)  (103.6) (129.4) (120.1)  (111.1) (97.3)  (100.0)
Administrative expenses (196.9) (160.3) (148.6) (124.7) (152.9) (130.3) (100.0)
Other operating expenses (34.1) (53.9) (1.1) (0.3) (6.5) (0.0 (100.0)
Other income 180.0 205.0 59.7 112.3 60.1 121.2 100.0
Operating profit / (loss) 217.0 148.3 (105.0) (83.5) 169.3 14 100.0
Finance costs (284.8) (428.7) (333.3) (41.0)  (169.0) (434.3) (100.0)
Share of income of associate 123.5 62.0 209.4 156.5 95.9 125.0 100.0
Profit / (loss) before taxation 196.3 66.3 (227.9) (116.7) 168.6 (122.1) 100.0
Taxation (74.6) (39.8) 96.3 (1.5) (145.4)  (141.0)  (100.0)

Profit / (loss) after taxation 473.4 126.5 (527.6) (385.8) 221.5 (721.4) 100.0

(As a percentage of sales)

2017 2016 2015 2014 2013

(In percentages)

Sales 100.0 100.0 100.0 100.0 100.0 100.0
Cost of sales (96.4) (96.9)  (100.7)  (100.5) (98.5) (99.9)
Gross profit / (loss) 3.6 3.1 (0.7) (0.5) 15 0.1
Distribution cost (0.3) (0.3) (0.2) (0.1) (0.1) (0.1)
Administrative expenses (0.5) (0.4) (0.3) (0.2) (0.2) (0.2)
Other operating expenses (0.7) 1.2) (0.0) (0.0) (0.1) (0.0)
Other income 0.8 1.0 0.2 0.2 0.1 0.3
Operating profit / (loss) 2.9 2.2 (1.0) (0.6) 1.2 0.1
Finance costs (0.8) (0.1)
Share of income of associate . 0.0 0.0
Profit / (loss) before taxation . . (1.8) (0.7)
Taxation 0.5 (0.0)

Profit / (loss) after taxation . . (1.3) (0.7)

& Annuacrerort 2017




2017 2016 2015 2014 2013 2012 2011

ASSETS
Non-current assets

Fixed assets and intangible assets 278.0
Investment in associate 129.6
Long-term loans and advances 89.7
Long-term deposits 156.5
Deferred taxation 100.0
Retirement benefit prepayments -

Total non-current assets 285.3
Current assets

Stores, spares and chemicals 144.9 82.9 102.3
Stock-in-trade 67.7 60.9 106.8
Trade debts 44.8 62.4 86.1
Loans and advances 114.7 53.0 121.7
Accrued mark-up - - -

Trade deposits and short-term prepayments 38.1 74.1 28.4
Other receivables 88.6 219.7 5.4
Taxation - payments less provision 3,871.0 3,564.5 1,806.5
Cash and bank balances 9,941.2 39,287.1 31,935.6

Total current assets 65.9 88.0 103.7
Total assets 103.8 123.1 1155
EQUITY AND LIABILITIES

Share capital 840.0 840.0 100.0 100.0 100.0 100.0 100.0
Subscription money against rights issue - - 100.0 - - - -

Accumulated loss (517.3) (518.2) (529.2) (379.9) (298.6) (296.6) (100.0)
Fair value reserve 16.5 75.9 107.3 401.9 393.0 69.6 (100.0)
Exchange equalisation reserve 100.0 100.0 100.0 100.0 100.0 100.0 100.0
General reserve 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Special reserve 100.0 100.0 100.0 100.0 100.0 - -

Total equity (70.0)  (234.6) (266.9) (481.3) (349.8)  (417.5)  (100.0)

SURPLUS ON REVALUATION OF
FIXED ASSETS 111.3 111.3 104.9 104.9 101.7 100.0 100.0

LIABILITIES

Non-current liabilities

Long-term borrowing 100.0 100.0 -
Retirement benefit obligations 2,493.7 2,007.9 2,259.4
Deferred taxation 281.8 - - 325.0
Unearned income 100.0 100.0 - -
Total non-current liabilities 10,315.0 12,116.2 11,457.1 15715
Current liabilities

Trade and other payables 84.3
Term finance certificates -
Short-term borrowings / running finance 456.2
Current portion of long-term borrowing -
Accrued mark-up 172.4
Taxation - provision less payments 100.0
Payable to government - sales tax 196.8
Total current liabilities 115.7
Total liabilities 116.9

Total equity and liabilities 109.7
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(As a percentage of total assets)

ASSETS
Non-current assets

Fixed assets and intangible assets
Investment in associate

Long-term loans and advances
Long-term deposits

Deferred taxation

Retirement benefit prepayments

Total non-current assets
Current assets

Stores, spares and chemicals
Stock-in-trade

Trade debts

Loans and advances

Accrued mark-up

Trade deposits and short-term prepayments
Other receivables

Taxation - payments less provision

Cash and bank balances

Total current assets
Total assets
EQUITY AND LIABILITIES

Share capital

Subscription money against rights issue
Accumulated loss

Fair value reserve

Exchange equalisation reserve

General reserve

Special reserve

Total equity

SURPLUS ON REVALUATION OF
FIXED ASSETS

LIABILITIES

Non-current liabilities

Long-term loan

Retirement benefit obligations
Deferred taxation

Unearned income

Total non-current liabilities

Current liabilities

Trade and other payables

Term finance certificates

Short-term borrowings / running finance
Current portion of long-term borrowing
Accrued mark-up

Payable to government - sales tax
Total current liabilities

Total liabilities

Total equity and liabilities

2015 2014 2013

(In percentages)
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Nwwo
NPk ok

al
N
N}

11.3
(18.3)
0.0
0.0
0.0
5.4

(1.6)

135

11.9

(19.3)
0.0

0.0
0.0
1.9

(5.5)

141
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For the year ended June 30, 2017

2017 % 2016 %
(Rupees in thousand) (Rupees in thousand)

Wealth Generated
Total gross revenue and other income

Brought in materials and services

Wealth distribution to stakeholders

To employees
Salaries, wages and other costs
including retirement benefits

To Government
Income tax, sales tax, excise duty,
development surcharge, WPPF, WWF

To society
Donation to an educational institute

To shareholders
Dividends and bonus

To providers of finance
Financial charges for borrowed funds

To Company
Depreciation, amortisation and
retained profit

103,409,061

(66,169,694)

37,239,367

105,717,229

(62,140,576)

43,576,653

923,305

30,302,671

4,964

90,423

591,471

5,326,533

81.37%

14.30%

815,476

38,522,159

2,285

3,364,702

88.40%

37,239,367

100%

43,576,653




As at June 30, 2017

. No. of Percentage
Shareholder's Category Shareholders No. of Shares Issued Capital

Directors, Chief Executive Officer, and their spouse
and minor children 84,220 0.03

Associated companies, undertakings and
related parties 211,249,500 71.86

NIT and ICP 6,793,475 2.31

Banks, Development Financial Institutions,
Non-Banking Financial Institutions 307,580 0.10

Insurance Companies 12,149,434 4.13
Modarabas and Mutual Funds 245,500 0.08
General Public :

a. Local 7,368 52,117,352 17.73
b. Foreign

Others 109 11,052,939 3.76
Total 7,505 294,000,000 100.00

Shareholder's Category Shall'\(lecr){o?(];ers No. of Shares

Associated Companies, Undertaking and Related Parties

Chevron Global Energy Inc. 2,625,000
Hascol Petroleum Limited 43,249,500
Pakistan State Oil Company Limited 70,875,000
Shell Petroleum Company Limited 94,500,000
Total 211,249,500

Mutual Funds

CDC - Trustee AKD Opportunity Fund 200,500
CDC - Trustee First Capital Mutual Fund 25,000
CDC - Trustee National Investment (Unit) Trust 6,435,544
CDC - Trustee NIT-Equity Market Opportunity Fund 357,931
Total 7,018,975

Directors and their spouse

Farrokh K. Captain 27,720
Faroog Rahmatullah Khan 31,500
Mumtaz Hasan Khan 22,500
Muhammad Aliuddin Ansari 2,500
Total 84,220

Public Sector Companies and Corporations 7,595,934
Banks, Development Financial Institutions,

Non-Banking Financial Institutions, Insurance Companies,
Takaful, Modaraba and Pension Funds 12,477,014

Shareholders holding five percent of more voting rights
in the Company

Shell Petroleum Company Limited 94,500,000
Pakistan State Oil Company Limited 70,875,000
Hascol Petroleum Limited 43,249,500
Total 208,624,500
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As at June 30, 2017

Number of Shareholders Shareholdings Number of Shares Held
From To

958 1 100 31,432
1,592 101 500 667,736
1,389 501 1,000 1,309,861
2,324 1,001 5,000 6,307,774

561 5,001 10,000 4,367,303

174 10,001 15,000 2,222,253

123 15,001 20,000 2,263,868

69 20,001 25,000 1,598,659
56 25,001 30,000 1,589,595
27 30,001 35,000 882,767
22 35,001 40,000 838,002
23 40,001 45,000 1,002,078
21 45,001 50,000 1,040,458
14 50,001 55,000 735,459

55,001 60,000 472,261

60,001 65,000 768,339

65,001 70,000 337,376

70,001 75,000 505,257

75,001 80,000 708,046

80,001 85,000 247,000

85,001 90,000 356,050

90,001 95,000 466,500

95,001 100,000 1,998,000
100,001 105,000 102,000
105,001 110,000 974,998
120,000 125,000 365,000
125,001 130,000 257,107
130,001 135,000 398,009
135,001 140,000 279,000
140,001 145,000 141,245
145,001 150,000 590,101
150,001 155,000 454,990
160,000 165,000 325,000
180,001 185,000 366,664
185,001 190,000 187,119
195,001 200,000 1,199,216
200,001 205,000 401,200
210,001 215,000 214,816
230,001 235,000 697,600
245,001 250,000 248,500

H
g1 N

;
9
3
4
5
0
1
9
3
2
3
2
1
4
3
2
2
1
6
2
1
3
1
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As at June 30, 2017

Number of Shareholders Shareholdings Number of Shares Held
From To

1
1
1
1
2
1
2
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

250,001
265,001
270,001
285,001
300,000
305,001
315,000
345,001
355,001
405,001
450,000
505,001
565,001
630,001
715,001
720,001
780,000
1,050,000
2,625,000
2,775,001
2,785,001
3,150,000
3,555,001
4,445,001
4,845,001
6,435,001
7,650,001
14,175,000
43,245,001
56,700,000
94,500,000

255,000
270,000
275,000
290,000
305,000
310,000
320,000
350,000
360,000
410,000
455,000
510,000
570,000
635,000
720,000
725,000
785,000
1,055,000
2,630,000
2,780,000
2,790,000
3,155,000
3,560,000
4,450,000
4,850,000
6,440,000
7,655,000
14,180,000
43,250,000
56,705,000
94,505,000

254,254
268,500
274,802
288,000
600,000
305,500
632,372
349,000
357,931
409,500
450,000
505,928
565,816
634,500
719,000
724,500
780,000
1,050,000
2,625,000
2,779,500
2,789,000
3,150,000
3,559,900
4,445,814
4,849,000
6,435,544
7,653,500
14,175,000
43,249,500
56,700,000
94,500,000

\l
al
o
ol

294,000,000
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Notice is hereby given that the Fifty-Seventh Annual General Meeting of the shareholders of Pakistan
Refinery Limited (“the Company”) will be held at Marriott Hotel, Karachi, on October 26, 2017 at
11:00 a.m. to transact the following business:

A. ORDINARY BUSINESS

1. Toreceive, consider and adopt the Audited Accounts of the Company for the year ended
June 30, 2017 together with the Directors' and Auditors' reports thereon.

To appoint External Auditors for the ensuing year and fix their remuneration. The present
External Auditors, Messrs. A.F. Ferguson & Co., Chartered Accountants, being eligible,
offer themselves for re-appointment.

B. ANY OTHER BUSINESS

3. To consider any other business with the permission of the Chair.

By Order of the Board

Shehrzad Aminullah
Company Secretary

Karachi: October 4, 2017

Notes:

1.

The Individual Members who have not yet submitted photocopy of their valid Computerized
National Identity Card (CNIC) to the Company / Share Registrar, are once again reminded to
send the same at the earliest directly to Company's Share Registrar, M/s. FAMCO Associates
(Private) Limited, 8-F, Next to Hotel Faran, Nursery Block-6, P.E.C.H.S., Shahra-e-Faisal,
Karachi. The Corporate Entities are requested to provide their National Tax Number (NTN).
Please give Folio Number with the copy of CNIC / NTN details. Reference is also made to the
Securities and Exchange Commission of Pakistan (SECP) Notifications SRO 779 (I) dated
August 18, 2011, and SRO 831 (1) 2012 dated July 05, 2012.

Share Transfer Books will be closed from October 20, 2017 to October 26, 2017 (both days
inclusive) when no transfer of shares will be accepted for registration. Transfers in good order,
received at the office of Company's Share Registrar, M/s. FAMCO Associates (Private) Limited,
8-F, Next to Hotel Faran, Nursery Block-6, P.E.C.H.S., Shahra-e-Faisal, Karachi by the close
of the Business on October 19, 2017 will be treated in time for the purposes of proceedings of
the AGM.

All Members / shareholders are entitled to attend and vote at the meeting. A Member may
appoint a proxy who need not be a Member of the Company.




4. Duly completed instrument of proxy, and the other authority under which it is signed, or a
notarially certified copy thereof, must be lodged with the Company Secretary at the Company's
Registered Office (P.O. Box # 4612, Korangi Creek Road, Karachi 75190 Pakistan) at least 48
hours before the time of the meeting.

5. Any change of address of Members should be immediately notified to the Company's Share
Registrar, M/s. FAMCO Associates (Private) Limited, 8-F, Next to Hotel Faran, Nursery Block-
6, P.E.C.H.S., Shahra-e-Faisal, Karachi.

6. CDC Account Holders will further have to follow the under-mentioned guidelines as laid down
by the Securities and Exchange Commission of Pakistan:

A. For Attending the Meeting:

i) In case of individuals, the account holder or sub-account holder and / or the person
whose securities are in group account and their registration details are uploaded as
per the Regulations, shall authenticate his / her identity by showing his / her original
Computerised National Identity Card (CNIC) or original passport at the time of attending
the meeting.

i) In case of corporate entity, the Board of Directors' resolution / power of attorney with
specimen signature of the nominee shall be produced (unless it has been provided
earlier) at the time of the meeting.

B. For Appointing Proxies:

i) In case of individuals, the account holder or sub-account holder and / or the person
whose securities are in group account and their registration details are uploaded as
per the Regulations, shall submit the proxy form accordingly.

i)  The proxy form shall be witnessed by two persons whose names, addresses and CNIC
numbers shall be mentioned on the form.

iii) Attested copies of CNIC or the passport of the beneficial owners and the proxy shall
be furnished with the proxy form.

iv) The proxy shall produce his / her original CNIC or original passport at the time of the
meeting.

V) In case of corporate entity, the Board of Directors' resolution / power of attorney with
specimen signature of the person nominated to represent and vote on behalf of the
corporate entity, shall be submitted along with proxy form to the Company.

7. The Annual report of the Company for the year ended June 30, 2017 has been placed on the
Company's website.
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For the year ended June 30, 2017

This statement is being presented to comply with the Code of Corporate Governance (the
“Code”) contained in Regulation No. 5.19 of the Pakistan Stock Exchange Limited Regulations
for the purpose of establishing a framework of good governance, whereby a listed company
is managed in compliance with the best practices of corporate governance.

The Company has applied the principles contained in the Code in the following manner:

1.

The Company recognizes representation of independent non-executive directors and
directors representing minority interests on its Board of Directors.

Category Names
Independent Director Muhammad Aliuddin Ansari

Managing Director & CEO
(Executive Director) Aftab Husain

Non-Executive Directors Abdul Jabbar Memon
Faisal Waheed
Farooq Rahmatullah Khan
Farrokh K. Captain
Jawwad Ahmed Cheema
Muhammad Najam Shamsuddin
Mumtaz Hasan Khan
Sheikh Imran ul Haque
Yacoob Suttar

The independent director meets the criteria of independence under clause 5.19.1 (b)
of the Code.

The directors have confirmed that none of them is serving as a director on more than
seven listed companies, including this Company.

All the resident directors of the Company are registered as taxpayers and none of
them has defaulted in payment of any loan to a banking company, a Development
Financial Institution or a Non-Banking Financial Institution or, being a member of a
stock exchange, has been declared as a defaulter by that stock exchange.

A casual vacancy was filled up by the Directors within the stipulated time frame under
the Code.

The Board has developed a “Code of Conduct” and has ensured that appropriate
steps have been taken to disseminate it throughout the Company.




10.

11.

12.

13.

14.

15.

16.

17.

The Board has developed a vision / mission statement and overall corporate strategy.
The Board approved significant policies as required by the Code. A complete record
of particulars of significant policies along with the dates on which they were approved
or amended has been maintained.

All the powers of the Board have been duly exercised and decisions on material
transactions, including appointment and determination of remuneration and terms
and conditions of employment of the Chief Executive Officer and non-executive
directors, have been taken by the Board.

The meetings of the Board were presided over by the Chairman and the Board met
at least once in every quarter. Written notices of the Board meetings, along with
agenda and working papers, were circulated at least seven days before the meetings.
The minutes of the meetings were appropriately recorded and circulated.

During the year fresh elections were held on May 25, 2017, due to this no training
programs were held for the directors.

During the year fresh elections were held on May 25, 2017, due to this no annual
evaluation of the Board's performance was carried out.

The Board had approved appointment of the Chief Financial Officer, Company
Secretary and Head of Internal Audit, including their remuneration and terms and
conditions of employment.

The Directors' Report for this year has been prepared in compliance with the
requirements of the Code and fully describes the salient matters required to be
disclosed.

The financial statements of the Company were duly endorsed by Chief Executive
Officer and Chief Financial Officer before approval of the board.

The Directors, Chief Executive Officer 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 the Code.

The Board has formed an Audit Committee. During the year, after election of Directors,
audit committee was reconstituted which comprises of four members, all of whom
are non-executive directors and one of whom is an independent director. Prior to the
newly constituted audit committee, none of the members of the audit committee was
an independent director.

The meetings of the Audit Committee were held at least once every quarter prior to
approval of interim and final results of the Company and as required by the Code.
The terms of reference of the Committee have been formed and advised to the
Committee for compliance.
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18.

19.

20.

21.

22.

23.

24.

25.

26.

The Board has a Human Resource and Remuneration Committee. It comprises five
members, of whom four are non-executive directors including its Chairman.

The Board has set up an effective internal audit function.

The statutory auditors of the Company have confirmed that they have been given a
satisfactory rating under the quality control review program of the ICAP, 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 the
ICAP.

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.

The ‘closed period', prior to the announcement of interim / final results, and business
decisions, which may materially affect the market price of Company's securities, was
determined and intimated to directors, employees and stock exchange.

Material / price sensitive information has been disseminated among all market
participants at once through stock exchange.

The Company has complied with the requirements relating to maintenance of register
of persons having access to inside information by designated senior management
officer in a timely manner and maintained proper record including basis for inclusion
or exclusion of names of persons from the said list.

The Board of Directors have not defined roles and responsibilities of the Chairman
and CEO.

As stated above, we confirm that all other material principles enshrined in the Code
have been complied with, except those disclosed herein.

e

Muhammad Aliuddin Ansari
Chairman

Karachi: September 12, 2017



Review Report to the Members on the
Statement of Compliance with the Code
of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained
in the Code of Corporate Governance (the Code) prepared by the Board of Directors of
Pakistan Refinery Limited for the year ended 30 June 2017 to comply with the Code contained in
regulation No. 5.19 of the Pakistan Stock Exchange Limited where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company.
Our responsibility is to review, to the extent where such compliance can be objectively verified,
whether the Statement of Compliance reflects the status of the Company's compliance with the
provisions of the Code and report if it does not and to highlight any non-compliance with the
requirements of the Code. A review is limited primarily to inquiries of the Company's personnel and
review of various documents prepared by the Company to comply with the Code.

As a part of our audit of financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board of Directors' statement on internal
control covers all risks and controls or to form an opinion on the effectiveness of such internal
controls, the Company's corporate governance procedures and risks.

The Code requires the Company to place before the Audit Committee, and upon recommendation
of the Audit Committee, place before the Board of Directors for their review and approval its related
party transactions distinguishing between transactions carried out on terms equivalent to those that
prevail in arm's length transactions and transactions which are not executed at arm's length price
and recording proper justification for using such alternate pricing mechanism. We are only required
and have ensured compliance of this requirement to the extent of the approval of the related party
transactions by the Board of Directors upon recommendation of the Audit Committee. We have not
carried out any procedures to determine whether the related party transactions were undertaken
at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement
of Compliance does not appropriately reflect the Company's compliance, in all material respects,
with the best practices contained in the Code as applicable to the Company for the year ended
30 June 2017.

Further, we highlight below instances of non-compliance with the requirements of the Code as
reflected in the note reference where these are stated in the Statement of Compliance:

S. No Note Reference Description
(1) 10 No annual evaluation of the Board was carried out.
(ii) 25 Roles and responsibilities of the Chairman and the

CEO have not been defined by the Board.

A. F. Ferguson & Co.
Chartered Accountants

Karachi

Dated: 26 September 2017
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For the year ended June 30, 2017

Auditors’ Report to the Members

Balance Sheet
Profit and Loss Account
Cash Flow Statement

Statement of Changes in Equity

Notes to and forming part of
the Financial Statements
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Auditors' Report To The Members

We have audited the annexed balance sheet of Pakistan Refinery Limited as at 30 June 2017 and the related
profit and loss account, cash flow statement and statement of changes in equity together with the notes
forming part thereof, for the year then ended and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control,
and prepare and present the above said statements in conformity with the approved accounting standards
and the requirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on these
statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards
require that we plan and perform the audit to obtain reasonable assurance about whether the above said
statements are free of any material misstatement. An audit includes examining on a test basis, evidence
supporting the amounts and disclosures in the above said statements. An audit also includes assessing the
accounting policies and significant estimates made by management, as well as, evaluating the overall
presentation of the above said statements. We believe that our audit provides a reasonable basis for our
opinion and, after due verification, we report that:

(a) in our opinion, proper books of account have been kept by the Company as required by
the Companies Ordinance, 1984;

(b) in our opinion;
® the balance sheet and profit and loss account together with the notes thereon have been

drawn up in conformity with the Companies Ordinance, 1984, and are in agreement with
the books of accounts and are further in accordance with accounting policies consistently

applied;
(ii) the expenditure incurred during the year was for the purpose of the Company's business; and
(iii) the business conducted, investments made and the expenditure incurred during the year were

in accordance with the objects of the Company;

(c) in our opinion and to the best of our information and according to the explanations given to us,
the balance sheet, profit and loss account, cash flow statement and statement of changes in equity
together with the notes forming part thereof conform with approved accounting standards as
applicable in Pakistan, and, give the information required by the Companies Ordinance, 1984, in
the manner so required and respectively give a true and fair view of the state of the Company's
affairs as at 30 June 2017 and of the profit, its cash flows and changes in equity for the year then
ended; and

(d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980), was deducted by the Company and deposited in the Central Zakat Fund established under
section 7 of that Ordinance.



We draw attention to note 2.1.2 to the financial statements. As stated in the note, as at 30 June 2017 the
Company has accumulated loss of Rs. 4.74 billion resulting in net negative equity of Rs. 396.6 million. Further,
current liabilities of the Company exceed its current assets by Rs. 7.36 billion. These conditions, indicate the
existence of a material uncertainty which may cast significant doubt about the Company's ability to continue
as a going concern. Our opinion is not modified in respect of this matter.

A.F. Ferguson & Co.
Chartered Accountants
Karachi

Dated: 26 September 2017

Name of the engagement partner: Farrukh Rehman

9 annuaLreport 2017



Q3 annuaLrerorT 2017

Balance Sheet

As at June 30, 2017

ASSETS

Non-current assets
Fixed assets
Intangible assets
Investment in associate
Long-term loans and advances
Long-term deposits
Deferred taxation
Retirement benefit prepayments

Current assets
Stores, spares and chemicals
Stock-in-trade
Trade debts
Loans and advances

Trade deposits and short-term prepayments

Other receivables
Taxation - payments less provision
Cash and bank balances

EQUITY
Share capital
Exchange equalisation reserve
General reserve
Accumulated loss
Special reserve
Fair value reserve

SURPLUS ON REVALUATION OF
FIXED ASSETS

LIABILITIES
Non-current liabilities
Long-term borrowing
Deferred taxation
Retirement benefit obligations
Unearned income

Current liabilities
Trade and other payables
Term finance certificates
Short-term borrowings

Running finance under mark-up arrangements

Current portion of long-term borrowing
Accrued mark-up
Payable to government - sales tax

Contingencies and commitments

Note

-
o~ U AW

10
11
12
13
14

15

16

17

18

19
20

21
22
23
24
18
25
26

27

2017

2016

(Rupees in thousand)

12,246,829 12,100,255
6,080 9,214
84,012 85,432
4,972 5,598
21,198 21,607
- 253,299

26,990 -
12,390,081 12,475,405
367,937 347,029
6,128,132 5,089,534
4,470,649 5,211,050
29,919 62,291
18,250 77,646
1,009,852 95,842
798,200 831,593
712,186 586,791
13,535,125 12,301,776
25,925,206 24,777,181
2,940,000 2,940,000
897 897
1,050 1,050
(4,744,206) (4,753,066)
1,405,313 479,300
300 1,380
(396,646) (1,330,439)
3,497,928 3,497,928
1,600,000 2,000,000

18,709 -
299,921 241,495
6,667 20,000
1,925,297 2,261,495
13,908,222 11,254,006
234,390 1,967,020
4,963,636 5,688,057
358,764 905,685

400,000 -
135,095 39,299
898,520 494,130
20,898,627 20,348,197
22,823,924 22,609,692
25,925,206 24,777,181

The annexed notes 1 to 46 form an integral part of these financial statements.

Al

Muhammad Aliuddin Ansari
Chairman

f,
71—

Aftab Husain

Managing Director & CEO

d’"’f

Imran Ahmad Mirza
Chief Financial Officer




Profit and Loss Account

For the year ended June 30, 2017

Net sales

Cost of sales

Gross profit

Distribution cost
Administrative expenses
Other operating expenses
Other income

Operating profit

Finance cost - net

Share of income of associate

Profit before taxation

Taxation

Profit after taxation

Other comprehensive income

Items that will not be reclassified to profit or loss:
Remeasurements of staff retirement benefits

Items that may be subsequently reclassified to profit or loss:

Change in fair value of available for sale investments
of associate

Deferred tax relating to fair value change of
available for sale investments of associate
Total comprehensive income

Earnings per share

Note

28
29

30

31

32

33

34

35

36

2017

2016

(Rupees in thousand)

69,928,562 64,732,948
(67,418,422) (62,743,236)
2,510,140 1,989,712
(191,188) (170,473)
(348,828) (283,936)
(493,888) (780,578)
557,772 635,351
2,034,008 1,390,076
(603,728) (908,780)
10,602 5,327
1,440,882 486,623
(380,604) (203,232)
1,060,278 283,391
(34,265) (100,109)
(1,392) (735)

312 165

(1,080) (570)
1,024,933 182,712
Rs. 3.45 Rs. 0.93

The annexed notes 1 to 46 form an integral part of these financial statements.

f,
71—

Aftab Husain

A

Muhammad Aliuddin Ansari
Chairman

Managing Director & CEO

d’*’f

Imran Ahmad Mirza
Chief Financial Officer
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Cash Flow Statement

For the year ended June 30, 2017

Note 2016
(Rupees in thousand)
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations 43 5,064,468 107,352
Mark-up paid (553,680) (1,062,021)
Income tax paid - net (74,891) (96,587)
Contribution to defined benefit retirement plans (83,452) (59,183)
Proceeds from agreement signing fee - 40,000
Decrease / (increase) in long-term loans and advances 626 (1,202)
Decrease / (increase) in long-term deposits 409 (15)
Net cash generated from / (used in) operating activities 4,353,480 (1,071,556)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets (1,222,258) (640,117)
Purchase of intangible assets (379) (10,507)
Proceeds from sale of fixed assets 91 107
Return received on deposits 87,321 120,151
Dividend received 10,630 10,630
Net cash (used in) investing activities (1,124,595) (519,736)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid (90,423) (184)
Proceeds from rights issue - net of issuance costs - 42
Proceeds from foreign currency loans 10,993,774 16,032,496
Repayments of foreign currency loans (14,191,146) (12,935,507)
Redemptions against term finance certificates (1,732,630) (155,600)
Net cash (used in) / generated from financing activities (5,020,425) 2,941,247
Net (decrease) / increase in cash and cash equivalents (1,791,540) 1,349,955
Cash and cash equivalents at the beginning of the year (2,818,894) (4,169,290)
Exchange gains on cash and cash equivalents 220 441
Cash and cash equivalents at the end of the year 44 (4,610,214) (2,818,894)

The annexed notes 1 to 46 form an integral part of these financial statements.

d’*’f

Imran Ahmad Mirza
Chief Financial Officer

Aftab Husain
Managing Director & CEO

A

Muhammad Aliuddin Ansari
Chairman
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Statement of Changes in Equity

For the year ended June 30, 2017

SHARE SUBSCRIPT- CAPITAL REVENUE SPECIAL FAIR VALUE TOTAL
CAPITAL ION MONEY _ RESERVE RESERVES RESERVE RESERVE
AGAINST Exchange General Accumulated  (note 17)
RIGHTS equalisation reserve loss
ISSUE reserve
< (Rupees in thousand) >
Balance as at July 1, 2015 350,000 2,589,958 897 1,050 (4,853,066) 396,018 1,950 (1,513,193)
Subscription money against rights issue - 42 - - - - - 42
Issuance of right shares 2,590,000 (2,590,000) - - - - - -
Profit for the year ended June 30, 2016 - - - - 283,391 - - 283,391
Other comprehensive loss
for the year ended June 30, 2016 - - - - (100,109) - (570) (100,679)
- - - - 183,282 - (570) 182,712
Profit for the year transferred
to special reserve - - - - (83,282) 83,282 - -
Balance as at June 30, 2016 2,940,000 - 897 1,050 (4,753,066) 479,300 1,380  (1,330,439)
Profit for the year ended June 30, 2017 - - - - 1,060,278 - - 1,060,278
Other comprehensive loss
for the year ended June 30, 2017 - - - - (34,265) - (1,080) (35,345)
- - - - 1,026,013 - (1,080) 1,024,933
Final Cash Dividend for the year ended
June 30, 2016 - Rs. 0.31 per share - - - - (91,140) - - (91,140)
Profit for the year transferred
to special reserve - - - - (926,013) 926,013 - -
Balance as at June 30, 2017 2,940,000 - 897 1,050 (4,744,206) 1,405,313 300 (396,646)

The annexed notes 1 to 46 form an integral part of these financial statements.

| b .
Muhammad Aliuddin Ansari Aftab Husain Imran Ahmad Mirza
Chairman Managing Director & CEO Chief Financial Officer
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Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

21

211

21.2

THE COMPANY AND ITS OPERATIONS

Pakistan Refinery Limited was incorporated in Pakistan as a public limited company in May 1960 and
is listed on Pakistan Stock Exchange. The registered office of the Company is at Korangi Creek Road,
Karachi. The Company is engaged in the production and sale of petroleum products.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented.

Basis of preparation

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

During the year, the Government of Pakistan promulgated the Companies Act, 2017 (the "Act") thereby
repealing the Companies Ordinance, 1984 ("Repealed Ordinance") effective from May 30, 2017. The
Act specified certain treatments and additional requirements for financial statements, however, the
Securities and Exchange Commission of Pakistan (SECP) deferred the applicability of the Act on
financial statements for the year ended June 30, 2017 vide its circular no. CLD/CCD/PR(11)/2017
dated July 20, 2017 and required that the financial statements for the year ended June 30, 2017 shall
be prepared under the provisions or directives of the Repealed Ordinance. Accordingly, the provisions
of the Act have not been considered for the preparation of these financial statements.

As at June 30, 2017, the Company has accumulated loss of Rs. 4.74 billion (2016: Rs. 4.75 billion)
resulting in net negative equity of Rs. 396.6 million (2016: Rs. 1,330 million) and its current liabilities
exceed its current assets by Rs. 7.36 billion (2016: Rs. 8.05 billion). Further, under the policy framework
for up-gradation and expansion of refinery projects issued by the Ministry of Petroleum & Natural
Resources on March 27, 2013, refineries were required to install Diesel Hydrodesulphurisation Unit
(DHDS) by June 30, 2017 to produce Euro Il compliant High Speed Diesel (HSD) and in case of
non-compliance, the ex-refinery price of HSD based on Import Parity Price (IPP) formula will be
downward adjusted / reduced due to higher Sulphur content. The Company did not meet the
aforementioned deadline of setting up DHDS unit and hence will be subjected to downward adjustments
of its HSD pricing in future until the setting up of DHDS unit. These conditions may cast a significant
doubt on the Company's ability to continue as a going concern and the Company may be unable to
realise its assets and discharge its liabilities in the normal course of business.

However, despite the above challenges during the year, on account of improved gross refinery margins
the Company earned profit after taxation of Rs. 1.06 billion for the current year. Further, the Company
has increased its running finance facilities from Rs. 8.75 billion to Rs. 9.75 billion to support its liquidity
management. In addition, the Company has completed a feasibility study in which various technological
options have been considered for the refinery up-gradation including the installation of DHDS under
above policy framework.

Based on the projected profitability and cash flows (after considering the effects of future downward
adjustment / reduction in HSD price), the Company believes that the current negative equity / liquidity
situation will be overcome in future. Accordingly, these financial statements have been prepared on
a going concern basis.



Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

2.2

2.3

Critical accounting estimates, judgements and policies

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 judgment or complexity, or areas where assumptions and
estimates are significant to the financial statements are as follows:

i. Taxation

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.

ii. Other areas of significant judgement

Significant estimates relating to property, plant and equipment, deferred taxation and post
employment benefits are disclosed in notes 3, 8 and 19 respectively. Further where applicable,
an estimate of recoverable amount of assets is made for possible impairment on annual basis
or when the indicators exist, considering the associated economic benefits derived / to be
derived by the Company.

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.
Changes in accounting standards, interpretations and pronouncements

(a) Standards, interpretations and amendments to published approved accounting standards
that are effective in the current year and are relevant

Following amendments to existing standards and interpretations have been published and are
mandatory for accounting periods beginning on or after January 1, 2016 and are considered
to be relevant to the Company's operations.

IAS 1, ‘Presentation of financial statements’ aims to improve presentation and disclosure in
financial reports by emphasising the importance of understandability, comparability and clarity
in presentation.

The amendments provide clarification on number of issues, including:

- Materiality - an entity should not aggregate or disaggregate information in a manner that
obscures useful information. Where items are material, sufficient information must be
provided to explain the impact on the financial position or performance.

- Disaggregation and subtotals — line items specified in IAS 1 may need to be disaggregated
where this is relevant to an understanding of the entity’s financial position or performance.
There is also new guidance on the use of subtotals.
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2.4

2.5

- Notes — confirmation that the notes do not need to be presented in a particular order.

- Other Comprehensive Income (OCI) - arising from investments accounted for under
the equity method - the share of the OCI arising from equity - accounted investments is
grouped based on whether the items will or will not subsequently be reclassified to profit
or loss. Each group should then be presented as a single line item in the statement of
comprehensive income.

The change will impact the disclosures of the Company's financial statements.

(b) Standards, interpretations and amendments to published approved accounting standards
that are effective but not relevant

Except as stated above, the new standards, amendments and interpretations that are mandatory
for accounting periods beginning on or after January 1, 2016 are considered not to be relevant
for Company's financial statements and hence have not been detailed here.

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

IAS-7, 'Statement of cashflows' amendments introduce an additional disclosure that will enable
users of financial statements to evaluate changes in liabilities arising from financing activities.
The amendment is part of the IASB’s Disclosure Initiative, which continues to explore how
financial statement disclosure can be improved.

Overall valuation policy

These financial statements have been prepared under the historical cost convention except as otherwise
stated below in the respective accounting policy notes.

Fixed assets

These are initially recognised at cost and are subsequently carried at cost less accumulated depreciation
and impairment losses, if any, except land which is carried at revalued amount less accumulated
depreciation and impairment loss, if any, capital work-in-progress which is stated at cost less accumulated
impairment loss, if any, and major spare parts and stand-by equipments which are stated at cost less
accumulated impairment, if any.

Major spare parts and stand-by equipment qualify for recognition as property, plant and equipment
when an entity expects to use them during more than one year. Transfers are made to relevant
operating assets category as and when such items are available for use.

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
operating assets category as and when assets are available for use.

Depreciation is charged to income by applying the straight-line method whereby the carrying amount
less residual value, if not insignificant, of an asset is depreciated over its estimated remaining useful
life to the Company. Full month's depreciation is charged in the month of acquisition and no depreciation
is charged in the month of disposal.

Assets’ residual values and useful lives are reviewed and adjusted, if expectations significantly differ
from previous estimates, at each balance sheet date.
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2.6

2.7

2.8

29

29.1

29.2

Surplus arising on revaluation of land is recognised as surplus on revaluation of fixed assets. The
accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount
of the asset, and the net amount is restated to the revalued amount.

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

Gains and losses on disposal of property, plant and equipment are included in income currently.
Impairment

The carrying values of 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 and the resulting impairment is charged to profit and loss account.

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 cost of such asset can be measured reliably. Intangibles acquired by
the Company are initially recognised at cost and are carried at cost less accumulated amortisation
and impairment. Costs associated with developing or maintaining computer software programmes are
recognised as an expense when incurred. However, costs that are directly associated with identifiable
and unigue software products controlled by the Company and that have probable economic benefits
exceeding their cost and beyond one year, are recognised as intangible assets.

Amortisation is charged to income by applying the straight-line method whereby the carrying amount
less residual value, if not insignificant, of an asset is amortised over its estimated remaining useful
life to the Company. Full month's amortisation is charged in the month of acquisition and no amortisation
is charged in the month of disposal.

Investment in associate

Investment in associate is accounted for using equity method of accounting. It is initially recognised
at cost. The Company's share in its associate's post-acquisition profits or losses and other comprehensive
income are respectively recognised in the income statement and other comprehensive income. The
cumulative post-acquisition movements are adjusted against the carrying amount of the investment.
When the Company's share of loss in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Company does not recognise further losses, unless
it has incurred obligations or made payments on behalf of the associate.

Taxation
Current

The charge for current taxation is based on taxable income at the relevant rates of taxation after taking
into account tax credits and rebates available, if any.

Deferred

Deferred tax is accounted for, using the liability method, on temporary differences arising between
the tax base of assets and liabilities and their carrying amounts in the financial statements. However,
deferred tax asset is recognised to the extent it is probable that future taxable profits will be available
against which the temporary differences can be utilised.
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2.10

2.11

2.12

2.13

2.14

2.15

2.16

2.17

2.18

Investment tax credits are considered not substantially different from other tax credits. Accordingly
in such situations tax credits are deducted from current tax amount to the extent of tax credit availed
while recognising deferred tax credit for the unused investment tax credit.

Stores, spares and chemicals

These are valued at cost less provision for obsolescence. Cost is determined using weighted average
method except items in transit where cost comprises invoice value plus other charges incurred thereon.

Stock-in-trade

Stock in trade is valued at lower of cost and net realisable value. Cost is determined using
“first-in, first-out” method except crude oil in transit where cost comprises invoice value plus other
charges incurred thereon. Cost in relation to finished products represents cost of crude oil and
appropriate manufacturing overheads. Net realisable value is the estimated selling price in the ordinary
course of business less costs of completion and costs necessarily to be incurred to make the sale.

Trade and other debts

Trade and other debts are recognised at the fair value of consideration to be received against goods
and services and are carried at amortised cost. Provision is made in respect of doubtful debts, if any.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash in hand, balances with banks on current, savings
and deposit accounts, running finance under mark-up arrangements and short-term finance.

Trade and other payables

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

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Subsequently these
are measured at amortised cost using the effective interest method.

Borrowing costs

Borrowing costs are recognised as expense in the period in which these are incurred except where
such costs are directly attributable to the acquisition, construction or production of a qualifying asset
in which case such costs are capitalised as part of the cost of that asset. Borrowing costs include
exchange differences arising from foreign currency borrowings to the extent these are regarded as
an adjustment to borrowing costs. Management exercises judgement when determining which assets
are qualifying assets, taking into account the nature of the asset.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result
of past events; it is probable that an outflow of resources will be required to settle the obligation; and
a reliable estimate of the amount can be made.

Retirement benefits

The Company operates various post-employment schemes, including both defined benefit and defined
contribution plans.
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2.18.1

2.18.2

2.19

2.20

Defined benefit plans

Defined benefit plans define an amount of pension or gratuity that an employee will receive on or
after retirement, usually dependent on one or more factors such as age, years of service and
compensation. A defined benefit plan is a plan that is not a defined contribution plan. The liability
recognised in the balance sheet in respect of defined benefit plans is the present value of the defined
benefit obligation at the end of the reporting period less the fair value of plan assets. The defined
benefit obligation is calculated annually by an independent actuary using the projected unit credit
method. When the calculation results in a potential asset for the Company, the recognised asset is
limited to the present value of economic benefits available in the form of any future refunds from the
plan or reductions in future contributions to the plan.

The present value of the defined benefit obligation is determined by discounting the estimated future
cash outflows using interest rates of high-quality corporate bonds or the market rates on government
bond. These are denominated in the currency in which the benefits will be paid, and that have terms
to maturity approximating to the terms of the related benefit obligation.

The Company operates recognised gratuity and pension funds for all its eligible employees. The latest
actuarial valuations were carried out as at June 30, 2017 using the Projected Unit Credit Method.

The amount arising as a result of remeasurements is recognised in the balance sheet immediately,
with a charge or credit to other comprehensive income in the periods in which they occur.

Past service costs are recognised immediately in income.
Defined contribution plan

The Company operates a recognised provident fund for all its eligible employees. Equal contributions
are made, both by the Company and the employees, to the fund at the rate of 10% of the basic salary.
The Company has no legal or constructive obligations to pay further contributions if the fund does
not hold sufficient assets to pay all employees the benefits relating to employee service in the current
and prior periods. The contributions are recognised as employee benefit expense when they are due.
Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in
the future payments is available.

Foreign currency translation

These financial statements are presented in Pak Rupees (Rupees) which is also the functional
currency of the Company.

Transactions in foreign currencies are converted into Rupees at the rates of exchange prevailing on
the date of the transactions. Monetary assets and liabilities in foreign currencies are translated into
Rupees at rates prevailing at the balance sheet date. Foreign currency gains and losses are recognised
in the profit and loss account. Foreign exchange differences arising from trading transactions are
included in the results of operating activities whereas exchange differences on financing activities
are included in finance cost.

Financial instruments

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.
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2.21

2.22

2.23

2.24

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods
and services in the ordinary course of the Company's activities. The Company recognises revenue
when the amounts of revenue can be reliably measured and it is probable that future economic
benefits will flow to the Company. Accordingly:

(&) Local sales are recognised on the basis of products pumped in oil marketing companies’ tanks.
Sale of products loaded through gantry is recognised when the products are loaded into tank
lorries.

(b)  Export sales are recognised on the basis of products shipped to customers.
(c) Dividend is recognised when the right of receipt is established.
(d) Income on bank deposits is recognised on accrual basis.

(e) Handling income including income from gantry operations, pipeline charges, scrap sales,
insurance commission and rental incomes are recognised on accrual basis.

Government Grants

Government grants related to costs are deferred and recognised in the income statement as a
deduction from the related expense over the period necessary to match them with the costs that these
are intended to compensate.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker. The chief operating decision-maker, who is responsible for allocating
resources and assessing performance of the operating segments, has been identified as the Board
of Directors that makes strategic decisions. The management has determined that the Company has
a single reportable segment as the Board of Directors views the Company’s operations as one
reportable segment.

Dividend

Dividend distribution to the Company's shareholders is recognised as a liability in the Company's
financial statements in the period in which the dividend is approved.

2017 2016

(Rupees in thousand)

FIXED ASSETS

Operating assets - note 3.1 10,789,255 11,352,104
Major spare parts and stand-by

equipments - note 3.2 235,703 170,629
Capital work-in-progress - note 3.3 1,221,871 577,522

12,246,829 12,100,255
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3.1 Operating assets

Freehold Buildings Processing Korangi Keamari  Pipelines Steam Power Water  Equipment Fire Vehicles TOTAL
land plant tank farm  terminal generation  generation, treatment including  fighting and
(note 3.1.1 plant transmission and furniture and other
and note and cooling telecommu automotive
3.1.2) distribution system -nication  equipment
systems
< (Rupees in thousand) >
Net carrying value basis
Year ended June 30, 2017
Opening net book value (NBV) 3,500,000 30,554 6,224,881 738,193 376,570 55,066 7,919 203,511 18,322 111,766 84,151 1,171 11,352,104
Additions (at cost) - 3,104 219,645 214,332 33,981 14,806 5,275 41,726 4,031 25,580 6,219 - 568,699
Disposals (at NBV) - - - *. *. - - - *. (34) - - (34)
Reclassification (at NBV) - 3)  (1,670) (1,736) 158 (309) (51) 754 (106) 3,361 474 (872) -
Impairment charge - note 3.1.4 - - (274,062) - - - - - - - - - (274,062)
Depreciation charge - (7,630) (599,253) (105,681)  (53,084)  (9,967) (2,110)  (25,466)  (4,133) (35,514) (14,315) (299) (857,452)
Closing net book value 3,500,000 26,025 5,569,541 845,108 357,625 59,596 11,033 220,525 18,114 105,159 76,529 - 10,789,255
Gross carrying value basis
At June 30, 2017
Cost or revaluation 3,500,000 131,548 7,963,978 1,387,911 629,606 211,372 61,323 345,130 97,855 519,030 153,004 53,983 15,054,740

Accumulated depreciation

(105,523) (2,120,375)  (542,803) (271,981) (151,776)  (50,290) (124,605) (79,741) (413,871) (76,475) (53,983) (3,991,423)

Accumulated impairment
-note 3.1.4 - - (274,062) - - - - - - - - - (274,062)

Net book value 3,500,000 26,025 5,569,541 845,108 357,625 59,596 11,033 220,525 18,114 105,159 76,529 - 10,789,255

Net carrying value basis

Year ended June 30, 2016

Opening net book value (NBV) 3,300,000 33,742 6,220,293 808,940 429,012 52,502 11,949 193,404 17,020 90,096 68,218 2,342 11,227,518
Additions (at cost) - 4,671 607,928 33,576 - 14,984 - 32,804 5,616 55,291 28,598 - 783,468
Revaluation 200,000 - - - - - - - - - - - 200,000
Disposals (at NBV) - - - - - - - - - * - - -

Depreciation charge

(7.859) (603,340) (104,323) (52,442) (12,420)  (4,030) (22,697)  (4,314) (33,621) (12,665) (1,171) (858,882)

Closing net book value 3,500,000 30,554 6,224,881 738,193 376,570 55,066 7,919 203,511 18,322 111,766 84,151 1,171 11,352,104

Gross carrying value basis

At June 30, 2016

Cost or revaluation 3,500,000 128,721 7,809,913 1,191,340 602,705 196,565 56,064 302,650 94,204 431,418 146,311 54,179 14,514,070

Accumulated depreciation

(98,167) (1,585,032) (453,147) (226,135) (141,499) (48,145) (99,139) (75882) (319,652) (62,160) (53,008) (3,161,966)

Net book value 3,500,000 30,554 6,224,881 738,193 376,570 55,066 7,919 203,511 18,322 111,766 84,151 1,171 11,352,104

Depreciation rate % per annum - 5to0 20 5t033 5t0 20 5t0 20 10 10to 33 5t0 33 10to20 10t033 5t0 33 25

* Assets written off / disposed off having nil net book value.
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3.11

3.1.2

3.1.3

3.14

3.15

The land is freehold to be used for oil refinery by the Company.

During the year ended June 30, 2016, the land measuring 200 acres located at Naclass No. 24, Deh
Dih, Tappo Landhi, Taluka Karachi, District Karachi, where the Refinery is situated, was revalued.
The revaluation was carried out by an independent valuer on June 30, 2016 on the basis of present
market value keeping in view that the land is freehold and to be used for oil refinery by the Company
(level 2).

The different levels for determination of fair value hierarchy have been defined in IFRS 13 as follows:
- Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

- Inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices) (level 2); and

- Inputs for the assets or liabilities that are not based on observable market data (i.e. unobservable
inputs e.g. estimated future cash flows) (level 3).

Had there been no revaluation, the net book value of land would have been Rs. 2.07 million.

During the year, the Company has capitalised borrowing costs amounting to Rs. 28.74 million
(June 30, 2016: Rs. 2.18 million). Borrowing costs were capitalised at the current year's weighted
average rate of its general borrowings of 7.75% per annum (June 30, 2016: general borrowings of
9.35% per annum).

Towards the close of the year, the Catalyst of Isomerisation Unit having cost and NBV of
Rs. 450.17 million and Rs. 364.06 million respectively, was impaired due to contamination and
consequently was written down to its recoverable amount of Rs. 90 million, which was determined
by reference to the fair value of platinum used in catalyst less its recovery costs. The main valuation
inputs used were market value of platinum as at June 30, 2017, quantity of platinum to be recovered
and costs of recovery.

Since the estimated quantity of platinum to be recovered and its costs of recovery are based on
"indirectly derived prices", the fair value of the platinum is classified as a level 2 fair value as prescribed
under IFRS 13.

The impairment loss is included in other operating expenses in the profit and loss account.

Details of disposals of operating assets are as follows:

Accumulated Book Sale
depreciation  value proceeds

<— (Rupees in thousand) ———

Description Cost

Items having net book value
not exceeding Rs. 50,000 each:

Processing plant 107 107 - 1
Korangi tank farm 18,200 18,200 - * -
Keamari terminal 7,079 7,079 - * -
Steam generation plant 17 17 - 1
Water treatment and cooling system 379 379 - * -
Equipment including furniture 2,247 2,213 34 89
28,029 27,995 34 91

* The assets were written off during the year.
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3.2

3.21

3.3

3.3.1

2017 2016

(Rupees in thousand)
Major spare parts and stand-by equipment

Gross carrying value

Balance at beginning of the year 188,744 517,263
Additions during the year 148,936 87,202
Transfers made during the year (81,721) (415,721)
Balance at end of the year 255,959 188,744
Provision for impairment - note - 3.2.1 (20,256) (18,115)
Net carrying value 235,703 170,629

During the year net charge of Rs. 2,141 thousand
(2016: Rs. 42 thousand) was recorded.

Capital work-in-progress

Processing plant 279,888 89,998
Korangi tank farm 37,115 174,116
Keamari terminal 204,298 96,405
Pipelines 139,519 21,182
Power generation, transmission and distribution 214,104 491
Water treatment and cooling system 2,088 -
Equipment including furniture - 876
Fire fighting and telecommunication systems 19,626 -
Advances to contractors / suppliers 325,233 194,454
1,221,871 577,522

During the year, the Company has capitalised borrowing costs amounting to Rs. 29.27 million
(June 30, 2016: Rs. 17.35 million). Borrowing costs were capitalised at the current year's weighted
average rate of its general borrowings of 7.75% per annum (June 30, 2016: 9.35% per annum).

(Rupees in thousand)
INTANGIBLE ASSETS - COMPUTER SOFTWARE

Net carrying value basis

Opening net book value (NBV) 9,214 -

Additions (at cost) 379 10,507
Amortisation charge (3,513) (1,293)
Closing net book value 6,080 9,214

Gross carrying value basis

Cost as at the beginning of the year 22,285 11,778
Additions during the year 379 10,507
Cost as at June 30 22,664 22,285
Accumulated amortisation (16,584) (13,071)
Net book value 6,080 9,214

Amortisation is charged at the rate of 33.33% per annum.
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51

52

2017 2016

(Rupees in thousand)

INVESTMENT IN ASSOCIATE

Pak Grease Manufacturing Company (Private)
Limited - 850,401 (2016: 850,401) fully paid
ordinary shares - note 5.1 84,012 85,432

The Company holds 27.26% (2016: 27.26%) share in the associate. The above amount represents
proportionate carrying value of the associate's net assets - refer note 5.2. The associate has share
capital consisting solely of ordinary shares, which are held directly by the Company.

The registered office of the associate is at 6, Oil Installation Area, Keamari, Karachi, Pakistan. The
country of incorporation or registration is also its principal place of business.

The principal activity of the associate is manufacture and sale of petroleum grease products.

2017 2016

(Rupees in thousand)

Opening balance 85,432 91,470
Share of income for the year 10,602 5,327
Change in fair value of available for sale investments (1,392) (735)
Dividend received (10,630) (10,630)

84,012 85,432

Summarised financial information of Company's associate:

Set out below is the summarised financial information for Pak Grease Manufacturing Company (Private)
Limited which is accounted for using the equity method.

Unaudited

2017 2016

(Rupees in thousand)

Revenue 138,843 123,996
Profit from continuing operations 38,883 19,538
Other comprehensive loss (5,107) (2,699)
Total comprehensive income 33,776 16,839
Non-current assets 251,757 201,709
Current assets 82,471 138,202
Non-current liabilities (1,269) (832)
Current liabilities (24,773) (25,682)
Net assets 308,186 313,397
Carrying value 84,012 85,432
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2017 2016

(Rupees in thousand)

6. LONG-TERM LOANS AND ADVANCES
— secured and considered good

To executives - notes 6.1 & 6.2 1,394 799
To other employees - note 6.2 10,131 11,136
11,525 11,935

Recoverable within one year — note 12
- Executives (967) (531)
- Other employees (5,586) (5,806)
(6,553) (6,337)
4,972 5,598

6.1 Reconciliation of carrying amount of
loans to executives:

Opening balance 799 10
Promotion to executive 1,105 -
Disbursements 700 1,266
Recoveries (1,210) 477)
1,394 799

6.2 Loans and advances to all eligible employees are given in accordance with the Company’s policy for
payment of house rent and to defray personal expenditure. These do not carry any interest and are
repayable over a period of two to three years (2016: two to three years).

7. LONG-TERM DEPOSITS

This includes Rs. 11.38 million (2016: Rs. 11.04 million) given to Karachi Port Trust - an associated

undertaking, as interest-free security deposits.
2017 2016

(Rupees in thousand)
8. DEFERRED TAXATION

Debit balances arising in respect of:

- unabsorbed depreciation 797,962 856,599
- unused investment tax credit - 272,327
797,962 1,128,926

Credit balances arising in respect of:

- accelerated tax depreciation (797,962) (856,599)

- investment in associate accounted for
using equity method (18,709) (19,028)
(18,709) 253,299

8.1 Deferred tax debit balances of Rs. 2.3 billion (2016: Rs. 2.97 billion) in respect of unabsorbed depreciation,
tax losses, minimum tax and deductible temporary differences have not been recognised as their
recoverability will be dependent on improved profitability of the Company.
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10.

10.1

10.2

11.

(Rupees in thousand)

STORES, SPARES AND CHEMICALS

Stores 163,838 154,035
Spares 98,932 92,507
Chemicals 130,375 122,426
393,145 368,968

Provision for slow moving stores,
spares and chemicals (25,208) (21,939)
367,937 347,029

During the year net charge amounting to Rs. 3,269 thousand (2016: net reversal of Rs. 678 thousand)
has been recorded.

(Rupees in thousand)
STOCK-IN-TRADE

Raw material

Crude oil [including in transit Rs. 2.76 billion

(2016: Rs. 959.41 million)] 4,993,586 4,155,155
Finished products - note 10.2 1,134,546 934,379
6,128,132 5,089,534

As at June 30, 2017 stock of crude oil has been written down by Rs. Nil (2016: Rs. 31.54 million) and
finished products by Rs. 18.12 million (2016: Rs. 83.76 million) to arrive at their net realisable values.

Includes stocks held with the following third parties for onward sales to customers:

2017 2016

(Rupees in thousand)
Related parties

- Pakistan State Oil Company Limited 7,208 15,506
- Shell Pakistan Limited 40,565 15,707
Others
- Total Parco Marketing Limited 669 -
48,442 31,213

TRADE DEBTS

Considered good

Due from related parties — note 11.1 3,506,249 4,772,507
Others 964,400 438,543
4,470,649 5,211,050

Considered doubtful - others 12,953 -
4,483,602 5,211,050

Less: Provision for doubtful debts (12,953) -
4,470,649 5,211,050
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11.1 These represent receivables from Pakistan State Oil Company Limited, Shell Pakistan Limited and
Hascol Petroleum Limited and are in the normal course of business.

11.2 The age analysis of trade debts past due is as follows:

2017 2016

(Rupees in thousand)

Up to 3 months 411,402 6,596
3 to 6 months 76 268
More than 6 months 128,451 140,773

11.3 The age analysis of trade debts past due from
related parties is as follows:

Up to 3 months 18 250
3 to 6 months 76 268
More than 6 months 5,451 4,857

12. LOANS AND ADVANCES - considered good

Loans and advances recoverable within one year — note 6

- Executives 967 531
- Other employees 5,586 5,806
6,553 6,337

Advances for supplies and services 23,366 55,954
29,919 62,291

12.1 Loans and advances do not carry any interest.

13.  TRADE DEPOSITS AND SHORT-TERM PREPAYMENTS

Trade deposits - note 13.1 [including Rs. 1.17 million

(2016: Rs. 0.07 million) paid to related parties] 7,631 7,559

Short-term prepayments [including Rs. 3.25 million
(2016: Rs. 1.02 million) paid to related parties] 10,619 70,087
18,250 77,646

13.1 Trade deposits do not carry any interest.
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2017 2016

(Rupees in thousand)

14. OTHER RECEIVABLES

Receivable from refinery - note 14.1 979,881 58,860
Workers' Profits Participation Fund - note 14.2 27,225 33,865
Others 2,746 3,117

1,009,852 95,842

14.1 This represents amount due in respect of sharing of
crude oil, freight and other charges.

14.2 WORKERS’ PROFITS PARTICIPATION FUND

Balance at the beginning of year 33,865 -
Allocation for the year - note 32 (77,775) (26,135)
(43,910) (26,135)
Amount paid - net 71,135 60,000
Balance at the end of year 27,225 33,865

15. CASH AND BANK BALANCES

With banks on
- current accounts - note 15.1 11,572 12,948
- mark-up bearing savings accounts - notes 15.2 & 15.3
[including foreign currency account

Rs. 230.73 million (2016: Rs. 230.40 million)] 699,544 572,668
Cash in hand 1,070 1,175
712,186 586,791

15.1 These bank balances are maintained under current accounts and do not carry any interest.

15.2 The rates of mark-up on savings accounts during the year ranged from 3.75% to 5.75% per annum
(2016: 3.85% to 5.75% per annum).

15.3 This includes local and foreign currency balances maintained with Faysal Bank Limited - a related
party of Rs. Nil and Rs. 230.73 million (2016: Rs. 3.22 million and Rs. 230.40 million) respectively.
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2017 2016

(Rupees in thousand)
16. SHARE CAPITAL

Authorised
400,000,000 (2016: 400,000,000)
‘A’ ordinary shares of Rs. 10 each 4,000,000 4,000,000
600,000,000 (2016: 600,000,000)
'B' ordinary shares of Rs. 10 each 6,000,000 6,000,000
10,000,000 10,000,000
Issued, subscribed and paid-up
Ordinary shares of Rs. 10 each
2017 2016
‘A’ ordinary shares
114,400,000 114,400,000 fully paid in cash 1,144,000 1,144,000
‘B’ ordinary shares
150,600,000 150,600,000 fully paid in cash 1,506,000 1,506,000
265,000,000 265,000,000 2,650,000 2,650,000
‘A’ ordinary shares
issued as fully paid
11,600,000 11,600,000 bonus shares 116,000 116,000
‘B’ ordinary shares
issued as fully paid
17,400,000 17,400,000 bonus shares 174,000 174,000
29,000,000 29,000,000 290,000 290,000
294,000,000 294,000,000 2,940,000 2,940,000
16.1 Movement in issued, subscribed and paid-up capital
2017 2016
Opening shares
outstanding
126,000,000 14,000,000 - ‘A’ ordinary shares 1,260,000 140,000
168,000,000 21,000,000 - ‘B’ ordinary shares 1,680,000 210,000
294,000,000 35,000,000 2,940,000 350,000
Right shares issued
- 112,000,000 - ‘A’ ordinary shares - 1,120,000
- 147,000,000 - ‘B’ ordinary shares - 1,470,000
- 259,000,000 - 2,590,000
294,000,000 294,000,000 2,940,000 2,940,000
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16.2

16.3

17.

18.

18.1

As at June 30, 2017 associated undertakings held 43,249,500 ‘A’ ordinary shares and 168,000,000
'‘B' ordinary shares (2016: 44,563,900 'A' ordinary shares and 168,000,000 'B' ordinary shares) of
Rs. 10 each.

During the year ended June 30, 2016, the Company issued 259 million right shares out of the total
size of issue of 280 million rights shares at the rate of Rs. 10 each. 21 million right shares has not
been issued due to the restraining order obtained under Suit No. 931 of 2015 by one of the Class
B shareholder 'Pakistan State Oil Company Limited' against another Class B shareholder 'Chevron
Global Energy Inc. (Chevron)'. The order in the suit interalia directs all the defendants to maintain
status quo in respect of the letters of rights issued to and shares held by Chevron; and restrains
Chevron from creating any third party interest in respect of shares offered to it under the letters of
rights issued to another class B shareholder namely Shell Petroleum Company Limited.

SPECIAL RESERVE

Under directive from the Ministry of Petroleum & Natural Resources (MoPNR), any profit after taxation
above 50% of the paid-up capital as on July 1, 2002 is required to be transferred to a "Special
Reserve" to offset any future losses or to make investment for expansion or upgradation of the
refineries, and is not available for distribution to shareholders. The formula under which deemed duty
was built into the import parity based prices of some of the products, was introduced in order to
enable certain refineries, including the Company, to operate on a self financing basis.

On March 27, 2013, the Government of Pakistan issued a policy framework for up-gradation and
expansion of refinery projects, amended through a letter dated April 25, 2016, which interalia states
that:

- till completion of the projects, refineries will not be allowed to offset losses, if any, for the year
ended June 30, 2013 or subsequent years against the amount of profit above 50% accumulated
or to be accumulated in the Special Reserve Account as per current pricing formula; and

- the refineries are required to install Diesel Hydro Desulphurisation (DHDS) plant by
June 30, 2017. If any refinery fails to install DHDS by June 30, 2017 then the ex-refinery price
of High Speed Diesel (HSD) based on Import Parity Price (IPP) formula will be adjusted / reduced
due to higher sulphur content.

During the year, the Company has completed a feasibility study in which various technological options
have been considered for the Refinery up-gradation including the installation of DHDS unit under
above policy framework.

Based on the above the Company has transferred profit amounting to Rs. 926.01 million for the year
ended June 30, 2017 (June 30, 2016: Rs. 83.28 million) to special reserve.

2017 2016

(Rupees in thousand)
LONG-TERM BORROWING

Syndicated long term loan 2,000,000 2,000,000
Less: Current portion of long-term borrowing (400,000) -
1,600,000 2,000,000

During the year ended June 30, 2015, the Company obtained a syndicated long term loan under
mark-up arrangement through NIB Bank Limited amounting to Rs. 2 billion at a mark-up of 6 month
KIBOR + 1.75% per annum for a tenor of 7 years (including 2 years grace period). The loan is repayable
in 10 semi-annual installments beginning from July 2017 and is secured by way of hypothecation of
present and future stocks-in-trade, trade debts and fixed assets (excluding land).
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19. RETIREMENT BENEFITS

19.1.1 The Company operates recognised funded gratuity and pension schemes (the Schemes) for its
eligible management and non-management employees. Actuarial valuation of these Schemes is
carried out every year and the latest actuarial valuation was carried out as at June 30, 2017.

19.1.2 Assets of these schemes are held in separate trusts (the Funds), which are governed by local
regulations which mainly include Trust Act, 1882; the repealed Companies Ordinance, 1984; Income
Tax Rules, 2002 and the Rules under the trust deeds. Responsibility for governance of the Funds,
including investment decisions and contribution schedules, lies with the Board of Trustees. The
Company appoints the trustees and all trustees are employees of the Company.

19.1.3 The latest actuarial valuation of the Schemes as at June 30, 2017 was carried out using the Projected
Unit Credit Method, details of which as per the actuarial valuation are as follows:

Pension Schemes Gratuity Schemes
Management Non-Management Management Non-Management
2017 2016 2017 2016 2017 2016 2017 2016

(Rupees in thousand) >

19.14 Balance sheet reconciliation

Present value of defined benefit obligation

at June 30 - note 19.1.5 1,234,935 1,109,017 161,569 127,105 150,225 129,853 = 54,974 40,764
Fair value of plan assets at June 30

-note 19.1.6 (1,031,937) (949,593) (71,740) (56,191) (143,131) (118,696) = (81,964) (75,794)
Amount not recognised as an asset - - - - - - - 35,030
Deficit / (Surplus) 202,998 159,424 = 89,829 70,914 7,094 11,157 | (26,990) -

19.15 Movement in the present value of

defined benefit obligation

Opening balance 1,109,017 892,717 127,105 90,487 129,853 111,362 = 40,764 30,138
Benefits paid by the plan (50,671) (48,386) (1,496) (1,548) (5,110) (5.474) - -

Benefits payable to outgoing member - - - - (330) - - -

Current service cost 40,163 32,347 6,032 4,200 9,411 8,335 2,202 1,734
Interest cost 100,258 93,771 = 11,673 9,678 11,765 11,690 3,749 3,238
Remeasurement on obligation 36,168 138,568 = 18,255 24,288 4,636 3,940 8,259 5,654
Closing balance 1,234,935 1,109,017 161,569 127,105 150,225 129,853 54,974 40,764

19.1.6 Movement in the fair value of

plan assets
Opening balance 949,593 812,049 56,191 40,310 118,696 103,744 = 75,794 66,446
Contributions paid into the plan 58,914 40,537 = 13,407 9,631 11,131 9,015 - -
Benefits paid by the plan (50,671) (48,386) (1,496) (1,548) (5,110) (5.,474) - -
Benefits payable to outgoing members - - - - (330) - - -
Interest income 84,979 84,458 5,099 4,262 10,803 10,929 6,060 7,051
Remeasurement of plan assets (10,878) 60,935  (1,461) 3,536 7,941 482 110 2,297
Closing balance 1,031,937 949,593 = 71,740 56,191 143,131 118,696 = 81,964 75,794

&3 annuaLreport 2017




Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

Pension Schemes Gratuity Schemes
Management Non-Management Management Non-Management
2017 2016 2017 2016 2017 2016 2017 2016
< (Rupees in thousand) >
19.1.7 Expense recognised in profit
and loss account
Current service cost 40,163 32,347 6,032 4,200 9,411 8,335 2,202 1,734
Net interest cost / (income) 15,279 9,313 6,574 5,416 962 761 (2,311) (3,813)
Interest on the effect of asset ceiling - - - - - - 2,311 3,813
Expense recognised in profit
and loss account 55,442 41,660 12,606 9,616 10,373 9,096 2,202 1,734
19.1.8 Remeasurement recognised in Other
Comprehensive Income
Remeasurement of present
value of defined benefit obligation 36,168 138,568 18,255 24,288 4,636 3,940 8,259 5,654
Remeasurement of fair value
of plan assets 10,878 (60,935) 1,461 (3,536) (7,941) (482) (110)  (2,297)

Change in effect of asset ceiling -
excluding interest amount - (37,341) (5,091)

Remeasurements 47,046 77,633 19,716 20,752 (3,305) 3,458 (29,192) (1,734)

19.1.9 Net recognised liability

Net liability at the beginning

of the year 159,424 80,668 70,914 50,177 11,157 7,618 - -
Expense recognised in profit

and loss account 55,442 41,660 12,606 9,616 10,373 9,096 2,202 1,734
Contribution made to the fund

during the year (58,914) (40,537) = (13,407) (9,631) (11,131) (9,015) - -
Remeasurements recognised in

other comprehensive income 47,046 77,633 19,716 20,752 (3,305) 3,458 (29,192) (1,734)
Recognised liability as at June 30 202,998 159,424 89,829 70,914 7,094 11,157 (26,990) -

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

Pension Schemes Gratuity Schemes
Management Non-Management Management Non-Management
2017 2016 2017 2016 2017 2016 2017 2016
Equity securities 0.00% 0.00% 0.00% 0.00% 9.03% 6.64% 0.00% 0.06%
Debt securities 93.23% 94.69% = 82.71% 84.37% 88.00% 64.53% = 95.41%  48.16%
Others 6.77% 5.31%  17.29% 15.63% 2.97% 28.83% 459%  51.78%
19.1.11  Actuarial assumptions
Discount rate at June 30 9.25% 9.00% 9.25% 9.00% 9.25% 9.00% 9.25% 9.00%
Future salary increases
- First year following the valuation 9.25% 9.00% = 23.00% 9.00% 9.25% 9.00% = 23.00% 9.00%
- Second year following the valuation 9.25% 9.00% 6.00% 9.00% 9.25% 9.00% 6.00% 9.00%
- Third year following the valuation 9.25% 9.00% 9.25% 9.00% 9.25% 9.00% 9.25% 9.00%
- Long term increase 9.25% 9.00% 9.25% 9.00% 9.25% 9.00% 9.25% 9.00%
Expected retirement age 60 years 60 years 60years 60 years 60 years 60 years 60years 60 years
Pension increase rate
- First year following the valuation 5.00% 3.00% 5.00% 3.00%
- Long term pension increase rate 3.00% 3.00% 3.00% 3.00%
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19.1.12 Mortality was assumed to be SLIC (2001-05) table.

19.2

The Company ensures that the investment positions are managed under ‘Liability Driven Investment
Approach'’ that has been developed to achieve long term investments that are in line with the
obligations under the retirement benefit scheme. Within this framework, the objective is to match
assets to the retirement benefit obligations by investing in long-term securities with maturities that
match the benefit payments as they fall due. The retirement benefit funds have appointed a third
party advisor who monitors how the duration and the expected yield of the investments are matching
the expected cash outflows arising from the retirement benefit plan obligations. The Company has
not changed the process used to manage its risk from previous periods. The Company does not
use derivatives to manage its risk. Investments are diversified, such that the failure of any single
investment would not have a material impact on the overall level of assets. A large portion of assets
in 2017 consists of government securities and corporate bonds.

The expected return on plan assets has been determined by considering the expected returns
available on the assets underlying the current investment policy. Expected yields on fixed interest
investments are based on gross redemption yields as at balance sheet date.

The Company's contributions to gratuity and pension benefit funds in 2018 is expected to amount
to Rs. 89.27 million.

Sensitivity analysis for actuarial assumptions

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Impact on defined benifit

obligation
Change in Increase in Decrease in
assumption assumption assumption

(Rupees in thousand)

Discount rate at June 30 0.5% (1,517,918) 1,694,049
Future salary increases 0.5% 1,646,592 (1,559,408)
Future pension increases 0.5% 1,442,336 (1,353,982)

The above sensitivity analysis are based on a change in an assumption while holding all other
assumptions constant. In practice, this is unlikely to occur, and changes in some of the assumptions
may be correlated. When calculating the sensitivity of the defined benefit obligation to significant
actuarial assumptions the same method (present value of the defined benefit obligation calculated
with the projected unit credit method at the end of the reporting period) has been applied as when
calculating the gratuity and pension benefit liability recognised within the balance sheet.

The methods and types of assumptions used in preparing the sensitivity analysis did not change
compared to the previous period.
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2017 2016 2015 2014 2013

< (Rupees in thousand) =
19.3 Historical information

Management Pension Fund
Present value of defined

benefit obligation 1,234,935 1,109,017 892,717 655,637 774,621
Fair value of plan assets (1,031,937) (949,593) (812,049) (652,072) (574,568)
Deficit in the plan 202,998 159,424 80,668 3,565 200,053

Experience adjustments
Loss / (gain) on obligation 36,168 138,568 169,305 (194,136) 84,872
Gain / (loss) on plan assets (10,878) 60,935 87,858 4,987 (4,531)

Non-Management Pension Fund
Present value of defined

benefit obligation 161,569 127,105 90,487 77,253 59,357
Fair value of plan assets (71,740) (56,191) (40,310) (29,639) (21,656)
Deficit in the plan 89,829 70,914 50,177 47,614 37,701

Experience adjustments
Loss / (gain) on obligation 18,255 24,288 3,504 9,334 17,979
Gain / (loss) on plan assets (1,461) 3,536 1,369 (51) (182)

Management Gratuity Fund
Present value of defined

benefit obligation 150,225 129,853 111,362 97,049 108,706
Fair value of plan assets (143,131) (118,696) (103,744) (89,205) (74,717)
Deficit in the plan 7,094 11,157 7,618 7,844 33,989

Experience Adjustments
Loss / (gain) on obligation 4,636 3,940 1,818 (21,999) 8,730
Gain / (loss) on plan assets 7,941 482 1,498 4,278 (1,706)

Non-Management Gratuity Fund
Present value of defined

benefit obligation 54,974 40,764 30,138 28,758 19,808
Fair value of plan assets (81,964) (75,794) (66,446) (58,882) (50,713)
Surplus in the plan (26,990) (35,030) (36,308) (30,124) (30,905)

Experience adjustments
(Gain) / loss on obligation 8,259 5,654 (2,194) 5,257 4,663
Gain / (loss) on plan assets 110 2,297 1,742 2,604 (1,821)

19.4 The weighted average duration of the plans are as follows:

No. of years
Management Pension fund 11.16
Non-management Pension fund 13.59
Management Gratuity fund 7.06
Non-management Gratuity fund 9.47

19.5 Figures in this note are based on the latest actuarial valuation carried out as at June 30, 2017.
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20.

21.

21.1

2111

21.2

21.3

21.4

UNEARNED INCOME

This represents agreement signing fee received during the year ended June 30, 2016 in consideration
of signing of supply agreements for continued supply of Liquified Petroleum Gas (LPG) to certain
Oil Marketing Companies which is being amortised over the three years period of the agreement.

2017 2016

(Rupees in thousand)

TRADE AND OTHER PAYABLES

Creditors — note 21.1 8,452,000 7,185,764
Accrued liabilities - notes 21.2 & 21.3 3,641,023 2,465,051
Advances from customers — note 21.1 45,834 38,421
Payable to the Government — note 21.4 519,446 666,979
Surplus price differential payable 1,129,315 829,845
Retention money 38,515 18,605
Workers' Welfare Fund 45,997 9,950
Unclaimed dividend 21,919 21,202
Tax deducted at source 840 4,856
Current portion of unearned income - note 20 13,333 13,333

13,908,222 11,254,006

Related party balances

1,456 6,583

note 21.1.1 14,606 13,885

Creditors
Advances from customers

These include amount payable to / advances from Pakistan State Oil Company Limited and Shell
Pakistan Limited as at June 30, 2017.

This includes differential of regulatory duty levied amounting to Rs. 1.83 billion (June 30, 2016:
Rs. 857.91 million) on import of crude oil consumed in the production and sale of products based
on SROs issued by Government of Pakistan and MoPNR. The Oil and Gas Regulatory Authority
(OGRA) has been advised by MoPNR to establish a recovery mechanism for regulated products
through which refineries are expected to operate on no gain / loss basis on this account.

Included in accrued liabilities is an amount of Rs. 396.1 million (exchange gains of
Rs. 618.95 million net of exchange losses of Rs. 222.85 million) (2016: Rs. 405.42 million) in respect
of foreign currency loans (FC loans) taken by the Company for retirement of LCs of crude oil based
on discussions with Ministry of Finance (MoF). During the year ended June 30, 2016, MoF proposed
a mechanism for calculation of such gains and losses on the FC loans by the oil importing companies
and invited views / comments thereupon. The Company, alongwith other oil importing companies is
currently in discussions with MoF and State Bank of Pakistan (SBP) in this respect for finalisation
of the mechanism.

This includes Government of Pakistan's share in the value of local crude purchased and petroleum
levy on sale of petroleum products. The balance is net of Rs. 259.09 million (2016: Rs. 257.56 million)
receivable from the Government in respect of price differential claims which resulted from restricting
the ex-refinery prices charged by the Company to the oil marketing companies on instructions from
MoPNR.
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22.

22.1

22.2

22.3

23.

23.1

24,

2017 2016

(Rupees in thousand)
TERM FINANCE CERTIFICATES

PRL Taraqgi TFC1 - 'TFC1' - note 22.1 - 1,722,130
PRL Taraqqi TFC2 - 'TFC2' - notes 22.2 & 22.3 234,390 244,890
234,390 1,967,020

During the year, TFC1 was fully redeemed after expiry of tenor of 3 years.

During the year ended June 30, 2014, the Company issued TFC2 to general public and raised money
thereagainst amounting to Rs. 0.54 billion. The profit is payable quarterly at the fixed mark-up rate
of 10.75% from the date of investment by the certificate holder. The certificates are issued for a tenor
of 5 years and are structured to redeem 100% of the principal amount in the 60th month from the
date of issue. The Certificate holder, however, may ask the Company for early redemption at any
time from the date of investment subject to service charges. The issue of these certificates is listed
on Pakistan Stock Exchange.

These certificates are secured by way of hypothecation of stocks and book debts and hypothecation
of fixed assets located in Karachi (excluding any immovable properties).

Pak Oman Investment Company Limited has been appointed as trustee in respect of these certificates.

As at June 30, 2017, staff retirement funds of the Company held 7,500 (2016: 7,500) term finance

certificates of Rs. 10,000 each.
2017 2016

(Rupees in thousand)

SHORT-TERM BORROWINGS - Secured

Short-term finance - note 23.1 4,963,636 2,500,000
Foreign currency loan - 3,188,057
4,963,636 5,688,057

This represents mark-up based short term finance from commercial banks repayable in 34 to 59
(2016: 18 to 22) days from the date of balance sheet at a mark-up ranging from 6.49% to 6.63%
(2016: 6.74% to 6.89%) per annum.

RUNNING FINANCE UNDER MARK-UP ARRANGEMENTS

As at June 30, 2017 available running finance facilities under mark-up arrangements from various
banks amounted to Rs. 9.75 billion (2016: Rs. 8.75 billion). This includes facility of Rs. 1 billion
(2016: Rs. 1 billion) from Faysal Bank Limited - a related party of which amount utilised as at June
30, 2017 amounts to Rs. 348.76 million (2016: Rs. Nil). The utilised running finance amount was
obtained at a mark-up rate of three months KIBOR+0.55% per annum.

These arrangements are secured by way of hypothecation over stock of crude oil and finished products
and trade debts of the Company.

The rates of mark-up range between three months KIBOR+0.55% to one month KIBOR+3% per
annum as at June 30, 2017 (2016: one month KIBOR+0.6% to one month KIBOR+3% per annum).
Purchase prices are payable on demand.
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24.1

25,

25.1

25.2

26.

26.1

27.

27.1

Unutilised credit facilities

Facilities for opening letters of credit as at June 30, 2017 accumulated to Rs. 40.06 billion
(2016: Rs. 29.90 billion) of which the amount remaining unutilised at year end was Rs. 31.78 billion
(2016: Rs. 20.70 billion). This includes facility for opening letters of credit amounting to Rs. 900 million
(2016: Rs. 600 million) from Faysal Bank Limited - a related party.

2017 2016
(Rupees in thousand)

ACCRUED MARK-UP

Mark-up on long term loan 78,323 -
Mark-up on term finance certificates - note 25.1 1,920 14,782
Mark-up on short term loan 32,150 2,881
Running finance under mark-up
arrangements - note 25.2 22,702 13,748
Mark-up on foreign currency loan - 7,888
135,095 39,299

This includes an amount of Rs. 441 thousand (2016: Rs. 2,010 thousand) in respect of term finance
certificates held by the retirement benefit funds of the Company.

This includes an amount of Rs. 10.67 million (2016: Rs. 1.83 million) in respect of accrued mark-up
on running finance obtained from Faysal Bank Limited - a related party.

2017 2016

(Rupees in thousand)

PAYABLE TO GOVERNMENT - SALES TAX

Payable to Government 971,181 566,791
Refundable from Government - note 26.1 (72,661) (72,661)
898,520 494,130

The Federal Government, through S.R.O. 1164(1)/2007 dated November 30, 2007 directed that sales
tax shall be charged at the rate of zero percent on Petroleum Crude Oil. Sales tax refundable from
Government represents the refunds due prior to November 30, 2007.

CONTINGENCIES AND COMMITMENTS

Contingencies

a) Claims against the Company not acknowledged as debt amount to Rs. 4.82 billion
(June 30, 2016: Rs. 4.74 billion). These include Rs. 4.13 billion (June 30, 2016: Rs. 4.11 billion)
on account of late payment surcharge on purchase of crude oil. The Company has raised
similar claims aggregating to Rs. 7.36 billion (June 30, 2016: Rs. 7.36 billion) relating to interest
on late payments against trade receivables from certain Oil Marketing Companies.

b) Bank guarantees of Rs. 53 million (2016: Rs. 54 million) were issued in favour of third parties.
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27.2  Commitments

a) As at June 30, 2017 commitments outstanding for capital expenditure amounted to
Rs. 1.07 billion (2016: Rs. 0.41 hillion).

b) Commitments for rentals under ijarah arrangements amounted to Rs. 26.51 million
(2016: Rs. 32.57 million) payable as follows:

2017 2016

(Rupees in thousand)

Not later than 1 year 10,715 12,521
Later than 1 year but not later than 5 years 15,793 20,048
26,508 32,569
28. NET SALES

Local sales - notes 28.1 & 28.2 99,311,937 101,977,293
Exports 3,541,061 3,110,804
Gross sales 102,852,998 105,088,097

Less:
- Sales tax (19,628,808) (27,054,967)
- Excise duty and development levy (8,911,353) (9,864,869)
- Surplus price differential - note 28.3 (1,263,666) (1,359,128)
- Regulatory Duty - note 28.4 (3,120,609) (2,076,185)
69,928,562 64,732,948

28.1 The Company sells its manufactured products to Oil Marketing Companies (OMCs). Out of these,
three (2016: four) of the Company's customers contributed towards 86.02% (2016: 94.99%) of the
gross revenues during the year amounting to Rs. 88.47 billion (2016: Rs. 99.83 billion) and each
customer individually exceeds 10% of the gross revenues.

28.2  Sales of regulated products are based on prices notified by OGRA which are subject to policy
clarification from the Federal Government. Sales of certain de-regulated products (MS, HOBC, HSD,
LDO and Aviation Fuels) are based on prices set under notifications of the MoPNR.

28.3  This includes price differential amounting to Rs. 1.07 billion (2016: Rs. 1.36 billion) on sale of High
Speed Diesel (HSD) as per the import parity pricing formula determined in the Economic Coordination
Committee's decision dated February 26, 2013. Further, this amount also includes price differential
amounting to Rs. 191.72 million (2016: Rs. Nil) on sale of 90 RON Motor Gasoline, calculated as per
the mechanism notified by MoPNR dated September 5, 2016.

28.4  This represents regulatory duty recovered on sale of products subject to regulatory duty.
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Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

29.

29.1

29.2

30.

2017 2016

(Rupees in thousand)
COST OF SALES

Crude oil and condensate consumed - note 29.1 64,871,398 59,137,434
Salaries and wages 571,652 532,616
Retirement benefits 83,514 65,878
Fuel, power and water 459,493 467,660
Depreciation 770,120 765,556
Stores, spares and chemicals 388,806 302,618
Repairs and maintenance 175,022 175,299
Exchange loss - note 29.2 111,982 280,762
Rent, rates and taxes 37,320 33,748
Insurance 55,300 21,689
Security expenses 32,893 30,327
Staff transport 16,723 14,984
Consultancy 16,685 16,364
Amortisation of intangible assets 3,513 1,293
Subscriptions 11,138 8,988
Rentals under ijarah arrangements 7,410 6,504
Travelling and entertainment 4,231 6,730
Other expenses 1,389 7,169
2,747,191 2,738,185

67,618,589 61,875,619

Opening stock of finished products 934,379 1,801,996
Closing stock of finished products (1,134,546) (934,379)

67,418,422 62,743,236

Cost of crude oil and condensate consumed in respect of non-finalised Crude Oil Sale Agreements
and Condensate Sale Agreements have been recorded in line with notifications of MOPNR.

This represents exchange loss incurred due to fluctuation in the value of foreign currency in terms

of local currency.
2017 2016

(Rupees in thousand)
DISTRIBUTION COST

Salaries and wages 56,212 51,090
Retirement benefits 6,585 5,566
Rent, rates and taxes 28,489 25,658
Depreciation 58,841 63,996
Insurance 16,884 6,563
Transportation and handling charges 4,371 3,170
Fuel, power and water 5,590 3,550
Repairs and maintenance 5,499 4,053
Security expenses 3,259 1,735
Staff transport 1,310 1,341
Subscriptions 1,962 1,903
Other expenses 2,186 1,848

191,188 170,473
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Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

2017 2016

(Rupees in thousand)

31. ADMINISTRATIVE EXPENSES

Salaries and wages 152,902 114,080
Retirement benefits 15,872 12,664
Depreciation 28,491 29,330
Insurance 12,551 10,729
Staff transport 6,758 5,641
Rentals under ijarah arrangements 3,355 4,156
Communication 5,726 3,939
Legal and professional charges 14,114 23,033
Travelling and entertainment 4,479 4,951
Auditors' remuneration - note 31.1 4,316 4,622
Security expenses 8,745 7,468
Printing and stationery 4,946 4,499
Subscriptions 4,341 3,417
Repairs and maintenance 11,166 8,042
Directors' fee 5,383 3,961
Computer related and software
maintenance expenses 19,775 17,049
Cleaning and janitorial services 17,546 14,200
Advertising and publicity 2,723 3,314
Training expenses 7,547 2,663
Stamp duty charges 13,734 -
Other expenses 4,358 6,178
348,828 283,936

31.1  Auditors' remuneration

Audit fee 1,740 1,600
Fee for:

- limited review of half yearly financial

information and other certifications 1,097 1,646

- audit of retirement benefit funds 950 235

- review of application system - 300

Out of pocket expenses 529 841

4,316 4,622
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Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

2017 2016

(Rupees in thousand)

32. OTHER OPERATING EXPENSES

Donations - note 32.1 4,964 2,285
Capital work-in-progress written off - 18,661
Impairment loss - note 3.1.4 274,062 -
Provision for doubtful debts 12,953 -
Workers' Profits Participation Fund 77,775 26,135
Workers' Welfare Fund 36,047 9,950
Research cost on refinery upgradation - note 32.2 87,287 125,288
Charge in respect of exchange gains on foreign
currency loans - 597,259
Penalty - note 32.3 800 1,000
493,888 780,578

32.1 None of the donations were made to parties where directors are interested.

32.2 Research cost represents feasibility study carried by the Company in respect of Refinery up-gradation
project including the installation of Diesel Hydrodesulphurisation Unit (DHDS).

32.3 The penalty has been imposed by Board of Revenue, Sindh under the Stamp Act, 1899.

2017 2016

(Rupees in thousand)
33. OTHER INCOME

Income from financial assets

Profit on mark-up based term deposits 13,218 77,407
Profit on savings accounts 74,103 42,744
Others

Rent of equipment and handling charges
[including Rs. 64.58 million (2016: Rs. 63.87 million)

from related parties] 81,946 90,780
Exchange gain - note 33.1 12,311 11,545
Insurance commission 2,601 3,204
Insurance claim 6,727 16,222
Interest on late payments from related party 2,130 2,096
Sale of scrap 3 9,063 I~
Gain (net) on disposal of fixed assets - note 33.2 57 107 8
Liabilities no longer required written back - note 33.3 350,847 373,079 CE\I
Agreement signing fee 13,333 6,667 %
Others - note 33.4 496 2,437 S

557,772 635,351 z
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Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

33.1  This represents exchange gain on foreign currency trade debts incurred due to fluctuation in the value
of foreign currency in terms of local currency.

33.2 This includes loss of Rs. 4 thousand on sale of printer to ex-chairman having net book value of
Rs. 34 thousand.

33.3 This includes net reversal of Rs. 350.85 million representing accrued amount in respect of crude
purchases consequent to finalisation of these amounts by the Company as per the agreement, which
are no more considered payable.

33.4  Others include deductions from suppliers due to non-fulfilment of terms of contracts.

2017 2016

(Rupees in thousand)
34. FINANCE COST - NET

Mark-up on running finance under

mark-up arrangements 53,069 75,164
Mark-up on short term loans 136,049 80,363
Mark-up on term finance certificates 62,114 201,662
Mark-up on foreign currency loans 183,385 341,068
Mark-up on long term loans 156,854 173,777
Exchange loss net - note 34.1 8,492 33,311
Bank charges 3,765 3,435

603,728 908,780

34.1 This represents exchange loss incurred due to fluctuation
in the value of foreign currency in terms of local currency.

35. TAXATION

Current for the year - note 35.1 108,284 -
Deferred 272,320 203,232
380,604 203,232

35.1 This includes tax charge in respect of super tax for the
tax year 2017 amounting to Rs. 50.73 million.

35.2  Relationship between tax income and accounting profit

Accounting profit 1,440,882 486,623

Tax at the applicable tax rate of 31% (2016: 32%) 446,673 155,719

Effect of:

- non-recognition of deferred tax on tax loss

and deductible temporary differences - note 8.1 (421,957) (273,198)

- expenses not deductible for tax purposes 1,787 120,999
~ _ final tax (26,510) (4,714)
< - tax credit 272,327 204,426
= - minimum tax 57,556 -
% - super tax 50,728 -
= 380,604 203,232
=
2
94




Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

2017 2016

(Rupees in thousand)

36. EARNINGS PER SHARE

Profit after taxation attributable to ordinary shareholders 1,060,278 283,391

Weighted average number of ordinary shares
outstanding during the year (in thousand) 307,741 305,221

Basic earnings per share Rs. 3.45 Rs. 0.93

There were no dilutive potential ordinary shares in issue as at June 30, 2017 and 2016.
37. REMUNERATION OF DIRECTORS, CHIEF EXECUTIVE AND EXECUTIVES

The aggregate amounts of remuneration including benefits to Non-executive Directors, Chief Executive
and Executives of the Company are as follows:

2017 2016
Non - Chief  Executives Non - Chief  Executives
Executive Executive Executive  Executive
Directors Directors

- (Rupees in thousand) >

Fees 4,250 - - 2,725 - -
Managerial
remuneration - 18,173 223,480 - 15,885 193,713
Honorarium 1,100 - - 1,200 - -
Bonus - 3,053 59,593 - 5,507 57,984
Retirement benefits - - 71,404 - - 60,197
Housing - - 88,274 - - 73,811
Utilities - - 19,470 - - 16,403
Leave passage = = 32,225 - - 25,172
Club expenses - - 996 - - 876
Others 33 274 75,487 36 15 51,122
33 274 216,452 36 15 167,384
5,383 21,500 570,929 3,961 21,407 479,278
Number of persons *12 1 162 10 1 150

*As at June 30, 2017, the total number of Directors were 10.

As at June 30, 2017, Chief Executive and certain executives are provided with free use of Company
maintained cars and household equipment. In addition, certain executives are provided furnished
accomodation within refinery premises according to their respective terms of employment.
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Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

38. TRANSACTIONS WITH REILATED F&RITES

Relationship Nature of transaction 2017 2016

(Rupees in thousand)

(@) Associated companies Sale of goods - net 63,017,974 53,489,876
Services rendered 64,578 63,867
Purchase of goods 17,986 33,355
Services received 70,549 62,622
Mark-up paid 16,092 25,846
Interest received 2,130 2,097
Dividend paid 65,487 -
Dividend received 10,630 10,630
Bank charges 175 170

(b) Key management personnel  Salaries and other short-term

compensation (excluding employee benefits 120,619 111,239
non-executive directors)

Post-employment benefits 15,515 16,232
(c) Non-executive Directors Fee including honorarium 5,383 3,961
Dividend paid 26 -

(d) Staff retirement benefit funds Payments to staff retirement
benefit funds 142,991 111,928

Mark-up paid on TFC 10,073 6,074

Sale of certain products is transacted at prices fixed by the Oil & Gas Regulatory Authority. Other
transactions with related parties are carried out on commercially negotiated terms.

Status of outstanding balances in respect of related parties as at June 30, 2017 is included in
long-term deposits, trade deposits and short term prepayments, trade debts, stock in trade, trade and
other payables, term finance certificates, running finance under mark-up arrangements and accrued
mark-up. Transactions, status and information relating to staff retirement funds are disclosed in
note 19 and note 39.
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Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

39. PROVIDENT FUND RELATED DISCLOSURE

The following information is based on un-audited financial statements of the Fund as at

June 30, 2017 and June 30, 2016:
2017 2016

(Rupees in thousand)

Size of the fund - total assets 483,498 434,583
Fair value of investments 473,006 417,263
Percentage of investments made 98% 96%

39.1 The cost of above investments amounted to Rs. 409.03 million (2016: Rs. 345.88 million).

39.2  The break-up of fair value of investments is as follows:

2017 2016 2017 2016

(Percentage) (Rupees in thousand)
Government securities 70% 61% 332,850 254,693
Debt securities 4% 4% 17,603 18,070
Equity securities 23% 17% 109,485 72,340
Bank deposits 3% 17% 13,068 72,160

39.3 The investments out of provident fund have been made in accordance with the provision of Section
227 of the repealed Companies Ordinance, 1984 and the rules formulated for this purpose.

39.4  During the year, the Company recognised Rs. 25.35 million (2016: Rs. 22 million) as contribution for
employees’ provident fund.

2017 2016

40. NUMBER OF EMPLOYEES

Number of employees including contractual
employees at the end of year 288 291

Average number of employees including contractual
employees during the year 288 293

41. CAPACITY AND ACTUAL PERFORMANCE

Against the designed nominal annual capacity of 2,133,705 metric tons, the actual throughput during
the year was 1,643,941 metric tons (2016: 1,693,020 metric tons) due to planned platformer catalyst
regeneration shutdown. The company operated the plant considering the level which gives optimal
yield of products.
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Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

42. FINANCIAL INSTRUMENTS

42.1 Financial assets and liabilities

Interest / Mark-up bearing Non-Interest / Mark-up bearing Total
Maturity ~ Maturity — Total Maturity Maturity Total
up to one after one up toone after one

year year year year

< (Rupees in thousand) >

FINANCIAL ASSETS

Loans and advances - - - 6,553 4,972 11,525 11,525
Trade deposits - - - 7,631 21,198 28,829 28,829
Trade debts - - - 4,470,649 - 4,470,649 4,470,649
Other receivables - - - 982,627 - 982,627 982,627
Cash and bank
balances 699,544 - 699,544 12,642 - 12,642 712,186
2017 699,544 - 699,544 5,480,102 26,170 5,506,272 6,205,816
2016 572,668 - 572,668 5,301,046 27,205 5,328,251 5,900,919

FINANCIAL LIABILITIES

Long-term borrowing 400,000 1,600,000 2,000,000 - - - 2,000,000
Trade and other
payables - - - 12,153,457 - 12,153,457 12,153,457
Accrued mark-up - - - 135,095 - 135,095 135,095
Running finance under
mark-up arrangements 358,764 - 358,764 - - - 358,764
Term finance certificates 234,390 - 234,390 - - - 234,390
Short-term borrowings 4,963,636 - 4,963,636 - - - 4,963,636
2017 5,956,790 1,600,000 7,556,790 12,288,552 - 12,288,552 19,845,342
2016 8,560,762 2,000,000 10,560,762 9,729,921 - 9,729,921 20,290,683

42.2  Financial risk management objectives and policies
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.
However, as also mentioned in note - 17, the Company operates under tariff protection formula
whereby profits after tax in excess of 50% of the paid-up capital as of July 1, 2002 are diverted to
special reserve.

The Company has long-term borrowing, short-term borrowing, running finance and term finance
certificates issued to meet its working capital and capital expenditure requirements.
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Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

0] 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. 6.2 billion (2016: Rs. 5.90 billion).

The Company monitors its exposure to credit risk on an ongoing basis at various levels. The Company
believes that it is not exposed to any major credit risk as it operates in an essential products industry
and its customers are organisations with good credit history.

The carrying amounts of financial assets which are neither past due nor impaired are as under:

2017 2016

(Rupees in thousand)

Loans to employees 11,525 11,935
Deposits 28,829 29,166
Trade debts 3,930,720 5,063,413
Other receivables 982,627 61,977
Cash and bank balances 712,186 586,791

5,665,887 5,753,282

(i) Liquidity risk

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

(iii) Foreign exchange risk

Foreign exchange risk arises mainly when receivables and payables exist due to transactions in
foreign currencies primarily with respect to the US Dollar. Financial assets include Rs. 1.54 billion
(2016: Rs. 0.29 billion) and financial liabilities include Rs. 7.57 billion (2016: Rs. 8.98 hillion) which
are subject to foreign currency risk. The Company manages its currency risk by close monitoring of
currency markets. As per State Bank's regulations, the Company can not hedge its currency risk
exposure against procurement of crude oil.

At June 30, 2017, if the Pakistan Rupee had weakened / strengthened by 5% against the foreign
currencies with all other variables held constant, profit after taxation for the year would have been
lower / higher by Rs. 301.28 million (2016: Rs. 434.57 million) respectively, mainly as a result of
foreign exchange losses / gains on translation of foreign currency creditors and receivables.

(iv) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Company is exposed to cash flow interest rate risk
on its running finance arrangements, short-term finance and long term borrowing which is repriced
at a maximum period of 90 days.

As at June 30, 2017, if average LIBOR and KIBOR interest rate on long term borrowing, short term
borrowings, running finance arrangements and cash at bank in savings accounts, had been 100 basis
points higher / lower with all other variables held constant, profit before taxation for the year would
have been higher / lower by Rs. 66.23 million (2016: Rs. 80.21 million) mainly as a result of
higher / lower interest exposure on floating rate borrowing.

(v) 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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CASH GENERATED FROM OPERATIONS
Profit before taxation

Adjustments for non-cash charges and other items:

Depreciation

Amortisation of intangible assets

Impairment loss - note 3.1.4

Share of income of associate

Gain on disposal of fixed assets - net

Capital work-in-progress written off

Profit on deposits

Mark-up expense

Exchange gains on
cash and cash equivalents

Charge / (reversal) of provision for slow moving
stores and spares

Provision for defined benefit retirement plans

Agreement signing fee

Working capital changes - note 43.1

Cash generated from operations

Working capital changes

(Increase) / Decrease in current assets
Stores, spares and chemicals
Stock-in-trade
Trade debts
Loans and advances
Trade deposits and short-term prepayments
Other receivables

Increase / (Decrease) in current liabilities
Trade and other payables
Payable to government - sales tax

CASH AND CASH EQUIVALENTS

Cash and bank balances - note 15

Short-term borrowings - note 23

Running finance under mark-up
arrangements - note 24

Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

2017

2016

(Rupees in thousand)

1,440,882 486,623
857,452 858,882
3,513 1,293
274,062 -
(10,602) (5,327)
(57) (107)
- 18,661
(87,321) (120,151)
591,471 872,034
(220) (441)
5,410 (636)
80,623 62,106
(13,333) (6,667)
1,700,998 1,679,647
1,922,588 (2,058,918)
5,064,468 107,352
(24,177) (135,856)
(1,038,598) 426,586
740,401 1,019,735
32,372 (48,484)
59,396 (42,159)
(914,010) 2,408,782
(1,144,616) 3,628,604
2,662,814 (5,675,208)
404,390 (12,314)
1,922,588 (2,058,918)
712,186 586,791
(4,963,636) (2,500,000)
(358,764) (905,685)
(4,610,214) (2,818,894)




Notes to and forming part of the Financial Statements
For the year ended June 30, 2017

45. EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

The Board of Directors in its meeting held on September 12, 2017 has proposed ‘Nil’ dividend for
the year ended June 30, 2017.

The Government through Finance Act, 2017 has amended Section 5A of the Income Tax Ordinance,
2001 introducing income tax at the rate of 7.5% on accounting profit before tax on every public
company that derives profit for a tax year but does not distribute at least forty percent of its after tax
profits within six months of the end of the tax year through cash or bonus shares.

Subsequent to the year end, the Company along with some other companies has filed a Constitutional
Petition in the Honorable High Court of Sindh against the legality and lawfulness of the above
amendment. In addition, the Company has also approached MoPNR, MoF and the Federal Board
of Revenue explaning the conflict between applicable policy framework laid down by MoPNR as
explained in note 17 to these financial statements and the requirements of the Income Tax Ordinance,
2001 in respect of payment of dividends.

Liability in respect of such income tax, if any is recognised when the prescribed time period for
distribution of dividend expires.

46. DATE OF AUTHORISATION

These financial statements were authorised for issue on September 12, 2017 by the Board of Directors
of the Company.

[, e
i M
Muhammad Aliuddin Ansari Aftab Husain Imran Ahmad Mirza
Chairman Managing Director & CEO Chief Financial Officer
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Form of Proxy
57th Annual General Meeting 2017

I/ We

of being a Member(s)

of Pakistan Refinery Limited holding

ordinary shares hereby appoint

of or failing him / her

of

as my / our proxy in my / our absence to attend and vote for me / us and on my / our behalf
at the Fifty Seventh Annual General Meeting of the Company to be held on October 26, 2017
and at any adjournment thereof.

As witness my / our hand / seal this day of 2017.

Signed by the

In the presence of 1.

Shareholder No.

Signature on Revenue
stamp of appropriate value
(to the extent applicable)

This signature should agree
with the specimen registered
with the Company.

IMPORTANT

Instruments of Proxy will not be considered as valid unless they are deposited or received at
the Company’s Registered Office at Korangi Creek Road, Karachi or Share Registrar’s office not
later than 48 hours before the time of holding the meeting.




The Secretary
Pakistan Refinery Limited
P.O. Box 4612, Korangi Creek Road, Karachi-75190, Pakistan.
Tel: (92-21) 35122131-40, Fax (92-21) 35060145, 35091780
Email: info@prl.com.pk
Website: www.prl.com.pk
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The Secretary
Pakistan Refinery Limited
P.O. Box 4612, Korangi Creek Road, Karachi-75190, Pakistan.
Tel: (92-21) 35122131-40, Fax (92-21) 35060145, 35091780
Email: info@prl.com.pk
Website: www.prl.com.pk



Dividend Mandate

The Companies Act, 2017 requires all listed companies to have the bank account details of their
shareholders for the purpose of dividend payment, if any, to be made through electronic mode
directly instead of receiving them through dividend warrants (crossed as A/c Payee only).

Bank Account Details of Shareholder for Payment of Cash Dividend through electronic mode

| hereby wish to communicate my desire to receive my future dividends directly in my bank account
as detailed below:

Name of shareholder:

Folio number:

Contact number of shareholder:

Bank Account No.:

Title of Account:

Name of Bank:

Bank Branch & full mailing address:

Contact No. of Bank:

It is stated that the above particulars given by me are correct to the best of my knowledge and | shall
keep the Company informed in case of any changes in the said particulars in the future.

Shareholder’s signature Date CNIC / SNIC No.
(copy attached)



The Secretary
Pakistan Refinery Limited
P.O. Box 4612, Korangi Creek Road, Karachi-75190, Pakistan.
Tel: (92-21) 35122131-40, Fax (92-21) 35060145, 35091780
Email: info@prl.com.pk
Website: www.prl.com.pk



PRL
PAKISTAN REFINERY LIMITED

P.O. Box 4612, Korangi Creek Road, Karachi-75190, Pakistan.
Tel: (92-21) 35122131-40, Fax: (92-21) 35060145, 35091780

E-mail: info@prl.com.pk, Website: www.prl.com.pk
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