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Dissemination Date Long Term Rating Short Term Rating Outlook Action Rating Watch

09-Jun-2021 A- A2 Stable Maintain YES

09-Jun-2020 A- A2 Stable Maintain YES

10-Dec-2019 A- A2 Stable Maintain -

10-Jun-2019 A- A2 Stable Maintain -

Rating Rationale and Key Rating Drivers

The ratings are reflective of the resilient business profile of Pakistan Refinery Limited (PRL) emanating from its sustainable
operational history and its strategic importance in the domestic context. PRL's core business remains exposed to the vicissitudes
in international crude oil and products prices, which in turn, steer the Gross Refining Margins (GRMs) of the company. PRL’s
margins, specifically impacted, due to non-installation of DHDS Unit needed to produce Euro-II compliant Diesel. The
country’s refinery sector has been going through significant challenges for an extended period, majorly pertaining to up-
gradation of the refining complexes. In order to cater the issues, Working Group constituted by the Government, comprising of
the Government officials and representative of refineries, had finalized a draft Refining Policy which envisages certain fiscal and
tariff concessions to the refining sector which are likely to improve financial condition of the refineries enabling up-gradation of
plants. However the final approval of the Refinery Policy and its actual financial impact is yet to be seen. During the period
under review economic activities stabilized after COVID’s second wave, which results in improved oil demand along with
pricing implications minimizing pressures on refining margins. Also the company through improvement in PoL prices and
cutting down operating costs reported a net profit of PKR 536mln in Mar21 quarter against a loss of PKR 5,086mln in SPLY,
taking the total net profit for 9MFY21 to ~PKR 621mln (9MFY20: -6,770mln). The economic conditions are expected to show
an uptick trend, going forward, as global prices move towards a stabilized trajectory and demand takes a gradual uptick, on
account COVID vaccination drive initiated worldwide. However, uncertainty still prevails as to the timeliness of complete
restoration and recovery of losses that the Industry has absorbed. Financial risk profile is exhibiting to be in a manageable
position as the company’s leveraging has improved due to injection of equity through issuance of 315mln right shares (i.e. PKR
3.15bln), subscribed by PSO. However maintaining a moderate leveraging structure will remain critical for the ratings. Pakistan
State Oil (PSO) holds a majority ownership share (64.0%) in PRL, as at End-9MFY21. The purpose of the investment is
backward integration which allows PSO a more assured source of supply. Strategic oversight and financial strength of the parent
company and resultant benefits in value chain mechanics, is considered positive for PRL.

The ratings are dependent upon the company's aptness to cope up with the adversities impacting its risk profile. Improved
performance indicators, including reversal of equity losses and sanguine financial discipline, are imperative to the ratings.
Meanwhile, the ratings are placed under “Watch” to reflect the need to oversee the risk profile of the company, going forward.
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The Pakistan Credit Rating Agency Limited

Refineries
Profile

Legal Structure  Pakistan Refinery Limited ("PRL") is a Public Limited Company, incorporated in 1960. It is listed on the Pakistan Stock Exchange 
Background  The plant came into operation, in October 1959. The designed capacity of the refinery was to process one million tons of crude oil annually. Additional 
capacity was added, subsequently, in October 1962. PRL, since inception, has been one of the principal producers and suppliers of petroleum products in the market. 
Operations  PRL, a hydroskimming refinery, is designed to process imported and local crude oil to meet the strategic and domestic fuel requirements of the country. 
Major products of the company comprise; LPG, Motor Gasoline, Kerosene, Jet Fuel (JP-I & JP-8), HSD, Furnace Oil, and Naphtha. The customers of the refinery include 
all the major oil marketing companies, operating in the country. PRL's refinery is situated at Korangi, while it has a tank terminal to store products, at the Keamari 
Terminal. In addition to these facilities, there is a network of pipelines connecting the refinery and the terminal to different supply points. 

Ownership

Ownership Structure  PRL is majority owned by Pakistan State Oil (PSO). PSO recently acquired further shareholding, previously held by Shell Petroleum and Chevron 
Global Energy, increasing its ownership share to 64%. 
Stability  The business has been governed and administered by entities, which have a distinguished name in the oil sector. Thus, the stability factor is considered strong. 
Business Acumen  PRL's sponsors have strong business skills, which has helped the company to achieve sustainable success over a considerable period of time. Sponsors, 
particularly now with PSO on board, have industry-specific working knowledge and strategic thinking capability. 
Financial Strength  The company's sponsors have the ability and willingness to support the entity on a continuing basis, and in times of crisis. The sovereign support of 
the government in the shape of PSO, has further enhanced this notion. 

Governance

Board Structure  PRL has an eleven member board, including the MD & CEO. The board comprises six non-executive , four independent, and one executive member. 
Members’ Profile  Mr. Tariq Karmani, an MBA, is the Chairman of the Board, with more than 30 years of experience in relevant sector. PRL's board comprises highly 
qualified members . It is composed of professionals with considerable foreign and local experience in the oil and gas sector. A few of the board members have an 
engineering background while some are qualified in the domain of finance and arts. Diversification in terms of knowledge and experience is considered good. 
Board Effectiveness  The BoD has constituted four committees to maintain strategic oversight, namely; i) Board Audit Committee ii) Board Human Resource and 
Remuneration Committee iii) Board Project Steering Committee and iv) Board Share Transfer Committee . The TORs of all the committees are formally defined. A strong 
control environment is maintained. 
Financial Transparency  PRL's auditors, A. F. Ferguson & Co Chartered Accountants (ranked as "A" category auditor by SBP), expressed an unqualified opinion on the 
company's financial statements as at End-Jun'20, Company has appointed a new auditor, KPMG Taseer Hadi & Co, who expressed an unqualified opinion on half yearly 
financial statements- End Dec'20 . Because of its listing status, financial transparency of the company is considered strong as it has to comply with the disclosures 
requirements of the regulators. 

Management

Organizational Structure  PRL's organizational architecture encompasses a well-built departmental structure comprising established reporting lines. The departments 
reporting directly to the MD comprise; a) Engineering, b) Refinery Upgrade Project, c) Technology & Inspection, d) Finance, e) Human Resources, f) Security, g) 
Commercial, h) Operations & HSEQ. Internal Audit Department & the Company Secretary report to the MD, indirectly. 
Management Team  Mr. Zahid Mir, the Managing Director and CEO of PRL since August' 19, is a petroleum engineer by profession and has an MBA. He is supported by 
a team of qualified and competent individuals. 
Effectiveness  Historically, PRL's effective management has played a major role in empowering the organization through its progressive results. Management's effective 
decision-making has led to processes becoming more systematic. The robustness of control systems is considered a reflection of strong management. 
MIS  PRL has implemented SAP ERP, since the year 2000. The SAP software is licensed and undergoes regular up-gradation . The modules implemented at PRL 
comprise; Finance, Material Management, HR and Plant Maintenance. PRL's IT infrastructure effectively manages all business operations of the company. 
Control Environment  The existence of the Isomerization Unit has resulted in a production increase of Motor Gasoline (MOGAS), a high margin product. The unit is 
responsible to convert Naphtha into MOGAS. 

Business Risk

Industry Dynamics  Pakistan consumed a total of ~13mln metric tons (MT) of petroleum products (white oil) in 9MFY21 (FY20: ~15mln MT). This decrease is mainly 
seen due to decrease in the consumption of MOGAS and HSD due to country wide lockdowns and restrictions on public transport. Consumption of black oil has been 
decreasing over the years mainly due to decline in the consumption of FO by ~ 33% to ~2.4mln MT (FY19: ~3.5mln MT), as the government of Pakistan plans to 
gradually reduce reliance on oil-based power plants to other power sources i.e. LNG & coal. 
Relative Position  Pakistan’s total Refining Capacity stands at ~20mln MTs per annum (FY20), almost equal to the country’s POL demand. However, capacity utilization 
levels remain low on account of the Sector’s necessity to operate at an optimum level. Demand for Furnace Oil has declined due to the government’s policy of reducing 
reliance on furnace oil for electricity generation 
Revenues  During 9MFY21, Pakistan refmery witnessed the decline of -4.5% and generated a turnover of -PKR 64,804mln in 9MFY21 (FY20: -PKR 90,524mln). This 
decrease is seen mainly due to i) decrease in volumetric sales due to country wide lockdowns and bans on public transport 
Margins  Gross margins of the company have increased in 9MFY21 to -3.8% (FY20: -(4.8%) owing to i) Lower operating cost due to the decrease in the price of raw 
material ii) reduction in inventory losses. Operating margins (FY20: 5.6%) of the company are also increasing owing to a decrease in the operating expenses during the 
period under review. 
Sustainability  The refinery sector has been going through an existential crisis, as a result of the government's demand for environment friendly fuel. The issue of low FO 
offtake has been compounded by the introduction of the IMO 2020, which necessitates the use of low sulphur FO by the marine sector. Due to the substantial investment 
needed for the required upgrades to the refineries, the developments in this regard, have reached an impasse. A slump in demand of petroleum products, due to the 
lockdown in light of Covid-19, has put the industry players under further pressure. Government assistance is imperative, for the sustenance of the sector. 

Financial Risk

Working Capital  PRL's working capital requirement emanates from its need to finance its inventory and circular debt, which usually results in net receivable position to 
the company . During 9MFY21, gross working capital days have increased to -71days (FY20: -67days). This is primarily due to an increase in the inventory (9MFY21: -
PKR 14,32lmln, FY20: -PKR 6,05lmln). In order to meet working capital requirements, PRL resorts to short-term borrowings. During 9MFY21, total available financing 
facility is -PKR 9,450mln of which -100% is utilized. 
Coverages  PRL's cash flow generation ability remains a function of its profitability and working capital requirements . During 9MFY21 , coverages of the company have 
slightly shown an escalating trend [Interest coverage: 9MFY21 : -2.4x, FY20: 3.4x) owing to increased profitability which translated into the increased FCFO. 
Nevertheless, amidst inherent volatility in crude oil prices, sustaining a level of coverages for upcoming payments commensurate with the company's ratings remain 
pivotal. Going forward, any accumulation of debt for the upcoming expansion and up-gradation project may impact the coverages . 
Capitalization  PRL has a long-term loan of PKR 2bln (outstanding 600mln) obtained for an up-gradation project (Isomerization). The said loan was repayable in ten 
semiannual payments with a maturity of seven years @ 6MK+0.75bps. The leveraging ratio stood at -90.2%. The company’s leveraging has improved due to injection of 
equity through issuance of 315mln right shares (i.e. PKR 3.15bln), subscribed by PSO. 
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Disclaimer: PACRA has used due care in preparation of this document. Our information has been obtained from sources we consider to be 

reliable but its accuracy or completeness is not guaranteed. PACRA shall owe no liability whatsoever to any loss or damage caused by or resulting 

from any error in such information. Contents of PACRA documents may be used, with due care and in the right context, with credit to PACRA. 

Our reports and ratings constitute opinions, not recommendations to buy or to sell.  
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a)  Broker Entity Rating a)  Basel III Compliant Debt Instrument Rating

b)  Corporate Rating b)  Debt Instrument Rating

c)  Financial Institution Rating c)  Sukuk Rating

d)  Holding Company Rating

e)  Independent Power Producer Rating

f)   Microfinance Institution Rating

An adequate capacity for timely repayment. 

Such capacity is susceptible to adverse 

changes in business, economic, or financial 

Entities

The capacity for timely repayment is more 

susceptible to adverse changes in business, 

economic, or financial conditions. Liquidity 

may not be sufficient.

Surveillance. Surveillance on a publicly disseminated rating opinion is carried out on an ongoing basis till it is formally suspended or withdrawn.  A 

comprehensive surveillance of rating opinion is carried out at least once every six months. However, a rating opinion may be reviewed in the 

intervening period if it is necessitated by any material happening.

Note. This scale is applicable to the following methodology(s): Instruments

g)  Non-Banking Finance Companies 

(NBFCs) Rating

D Obligations are currently in default.

C

*The correlation shown is indicative and, in certain 

cases, may not hold. 

Outlook (Stable, Positive, 

Negative, Developing) Indicates 

the potential and direction of a 

rating over the intermediate term in 

response to trends in economic 

and/or fundamental 

business/financial conditions. It is 

not necessarily a precursor to a 

rating change. ‘Stable’ outlook 

means a rating is not likely to 

change. ‘Positive’ means it may be 

raised. ‘Negative’ means it may be 

lowered. Where the trends have 

conflicting elements, the outlook 

may be described as ‘Developing’.

Rating Watch Alerts to the 

possibility of a rating change 

subsequent to, or, in 

anticipation of some material 

identifiable event with 

indeterminable rating 

implications. But it does not 

mean that a rating change is 

inevitable. A watch should be 

resolved within foreseeable 

future, but may continue if 

underlying circumstances are 

not settled. Rating watch may 

accompany rating outlook of 

the respective opinion. 

Suspension It is not 

possible to update an 

opinion due to lack 

of requisite 

information. Opinion 

should be resumed in 

foreseeable future. 

However, if this 

does not happen 

within six (6) 

months, the rating 

should be considered 

withdrawn.

Withdrawn A rating is 

withdrawn on a) 

termination of rating 

mandate, b)  the debt 

instrument is 

redeemed, c) the rating 

remains suspended for 

six months, d) the 

entity/issuer defaults., 

or/and e) PACRA finds 

it impractical to surveill 

the opinion due to lack 

of requisite 

information.

Harmonization  A 

change in rating due to 

revision in applicable 

methodology or 

underlying scale. 

Very high credit risk. Substantial credit risk “CCC” Default is a real possibility. 

Capacity for meeting financial commitments is solely reliant upon sustained, favorable 

business or economic developments. “CC” Rating indicates that default of some kind 

appears probable. “C” Ratings signal imminent default.

B+

B

B-

CCC

CC

High credit risk. A limited margin of safety remains against credit risk. Financial 

commitments are currently being met; however, capacity for continued payment is 

contingent upon a sustained, favorable business and economic environment.

BBB 

BBB-

BB+

BB

BB-

High credit quality. Low expectation of credit risk. The capacity for timely payment of 

financial commitments is considered strong. This capacity may, nevertheless, be 

vulnerable to changes in circumstances or in economic conditions. A4

Good credit quality. Currently a low expectation of credit risk. The capacity for timely 

payment of financial commitments is considered adequate, but adverse changes in 

circumstances and in economic conditions are more likely to impair this capacity.

Short-term Rating
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A1

AAA

AA+

AA

Moderate risk. Possibility of credit risk developing. There is a possibility of credit risk 

developing, particularly as a result of adverse economic or business changes over time; 

however, business or financial alternatives may be available to allow financial 

commitments to be met.

AA-

A+

A

A-

BBB+

Very high credit quality. Very low expectation of credit risk. Indicate very strong 

capacity for timely payment of financial commitments. This capacity is not significantly 

vulnerable to foreseeable events.

A2

A satisfactory capacity for timely

repayment. This may be susceptible to

adverse changes in business,

economic, or financial conditions. 

A3

Credit Rating

Credit rating reflects forward-looking opinion on credit worthiness of underlying entity or instrument; more specifically it covers relative ability to honor 

financial obligations. The primary factor being captured on the rating scale is relative likelihood of default. 

Long-term Rating Short-term Rating

Definition Definition

AAA
Highest credit quality. Lowest expectation of credit risk. Indicate exceptionally strong 

capacity for timely payment of financial commitments

The highest capacity for timely repayment.

A1
A strong capacity for timely

repayment. 



Regulatory and Supplementary Disclosure
(Credit Rating Companies Regulations,2016)

Rating Team Statements 
(1) Rating is just an opinion about the creditworthiness of the entity and does not constitute recommendation to buy, hold or sell any security of the
entity rated or to buy, hold or sell the security rated, as the case may be | Chapter III; 14-3-(x)

2) Conflict of Interest
i. The Rating Team or any of their family members have no interest in this rating | Chapter III; 12-2-(j)
ii. PACRA, the analysts involved in the rating process and members of its rating committee, and their family members, do not have any conflict of
interest relating to the rating done by them | Chapter III; 12-2-(e) & (k)
iii. The analyst is not a substantial shareholder of the customer being rated by PACRA [Annexure F; d-(ii)] Explanation: for the purpose of above clause,
the term “family members” shall include only those family members who are dependent on the analyst and members of the rating committee

Restrictions
(3) No director, officer or employee of PACRA communicates the information, acquired by him for use for rating purposes, to any other person except
where required under law to do so. | Chapter III; 10-(5)
(4) PACRA does not disclose or discuss with outside parties or make improper use of the non-public information which has come to its knowledge
during business relationship with the customer | Chapter III; 10-7-(d)
(5) PACRA does not make proposals or recommendations regarding the activities of rated entities that could impact a credit rating of entity subject to
rating | Chapter III; 10-7-(k)

Conduct of Business 
(6) PACRA fulfills its obligations in a fair, efficient, transparent and ethical manner and renders high standards of services in performing its functions
and obligations; | Chapter III; 11-A-(a)
(7) PACRA uses due care in preparation of this Rating Report. Our information has been obtained from sources we consider to be reliable but its
accuracy or completeness is not guaranteed. PACRA does not, in every instance, independently verifies or validates information received in the rating
process or in preparing this Rating Report.
(8) PACRA prohibits its employees and analysts from soliciting money, gifts or favors from anyone with whom PACRA conducts business | Chapter III;
11-A-(q)
(9) PACRA ensures before commencement of the rating process that an analyst or employee has not had a recent employment or other significant
business or personal relationship with the rated entity that may cause or may be perceived as causing a conflict of interest; | Chapter III; 11-A-(r)
(10) PACRA maintains principal of integrity in seeking rating business | Chapter III; 11-A-(u)
(11) PACRA promptly investigates, in the event of a misconduct or a breach of the policies, procedures and controls, and takes appropriate steps to
rectify any weaknesses to prevent any recurrence along with suitable punitive action against the responsible employee(s) | Chapter III; 11-B-(m)

Independence & Conflict of interest 
(12) PACRA receives compensation from the entity being rated or any third party for the rating services it offers. The receipt of this compensation has
no influence on PACRA´s opinions or other analytical processes. In all instances, PACRA is committed to preserving the objectivity, integrity and
independence of its ratings. Our relationship is governed by two distinct mandates i) rating mandate - signed with the entity being rated or issuer of the
debt instrument, and fee mandate - signed with the payer, which can be different from the entity
(13) PACRA does not provide consultancy/advisory services or other services to any of its customers or to any of its customers’ associated companies
and associated undertakings that is being rated or has been rated by it during the preceding three years unless it has adequate mechanism in place
ensuring that provision of such services does not lead to a conflict of interest situation with its rating activities; | Chapter III; 12-2-(d)
(14) PACRA discloses that no shareholder directly or indirectly holding 10% or more of the share capital of PACRA also holds directly or indirectly
10% or more of the share capital of the entity which is subject to rating or the entity which issued the instrument subject to rating by PACRA; |
Reference Chapter III; 12-2-(f)
(15) PACRA ensures that the rating assigned to an entity or instrument is not be affected by the existence of a business relationship between PACRA and
the entity or any other party, or the non-existence of such a relationship | Chapter III; 12-2-(i)
(16) PACRA ensures that the analysts or any of their family members shall not buy or sell or engage in any transaction in any security which falls in the
analyst’s area of primary analytical responsibility. This clause shall, however, not be applicable on investment in securities through collective
investment schemes. | Chapter III; 12-2-(l)
(17) PACRA has established policies and procedure governing investments and trading in securities by its employees and for monitoring the same to
prevent insider trading, market manipulation or any other market abuse | Chapter III; 11-B-(g)

Monitoring and review 
(18) PACRA monitors all the outstanding ratings continuously and any potential change therein due to any event associated with the issuer, the security
arrangement, the industry etc., is disseminated to the market, immediately and in effective manner, after appropriate consultation with the entity/issuer; |
Chapter III | 18-(a)
(19) PACRA reviews all the outstanding ratings on semi-annual basis or as and when required by any creditor or upon the occurrence of such an event
which requires to do so; | Chapter III | 18-(b)
(20) PACRA initiates immediate review of the outstanding rating upon becoming aware of any information that may reasonably be expected to result in
downgrading of the rating; | Chapter III | 18-(c)
(21) PACRA engages with the issuer and the debt securities trustee, to remain updated on all information pertaining to the rating of the entity/instrument;
| Chapter III | 18-(d)
Probability of Default
(22) PACRA´s Rating Scale reflects the expectation of credit risk. The highest rating has the lowest relative likelihood of default (i.e, probability).
PACRA´s transition studies capture the historical performance behavior of a specific rating notch. Transition behavior of the assigned rating can be
obtained from PACRA´s Transition Study available at our website. (www.pacra.com). However, actual transition of rating may not follow the pattern
observed in the past | Chapter III | 14-(f-VII)
Proprietary Information
(23) All information contained herein is considered proprietary by PACRA. Hence, none of the information in this document can be copied or, otherwise
reproduced, stored or disseminated in whole or in part in any form or by any means whatsoever by any person without PACRA’s prior written consent
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