
  
 

Important Notice 
This Summary Information (“Summary Information”) has been prepared by Citigroup Global Markets Limited (“Citigroup”) from 
materials and information supplied by the Privatisation Commission (“PC”), part of the Government of Pakistan (“GOP”) and the 
National Refinery Limited (“NRL” or “Company”), pursuant to Citigroup’s engagement by the PC on behalf of the GOP as its 
financial adviser in connection with the possible sale of its shareholding in the Company along with management control.  This 
Summary Information is being delivered to a limited number of parties who may be interested in acquiring the Company (each a 
“Bidder” and collectively, “Bidders”). 

While the information contained herein is believed to be accurate, Citigroup has not conducted any investigation with respect to such 
information, and each of Citigroup, PC, GOP and NRL, expressly disclaims any and all liability for representations, expressed or 
implied, contained in, or for omissions from, this memorandum or any other written or oral communication transmitted to any Bidder 
in the course of its evaluation of NRL.  Only those particular representations and warranties that may be made by the PC in a 
definitive written purchase agreement, when and if one is executed, and subject to such limitations and restrictions as may be specified 
in such purchase agreement, shall have any legal effect. 

Except where otherwise indicated, this Summary Information speaks as of the date hereof.  Neither the delivery of this Summary 
Information nor the consummation of a transaction shall, under any circumstances, create any implication that there has been no 
change in the affairs of NRL since the date hereof.  In furnishing this summary memorandum, none of PC, GOP, NRL or Citigroup 
undertakes any obligation to update any of the information contained herein. 

The Summary Information does not purport to contain all information that may be required to evaluate the transaction contemplated 
and Bidders should conduct their own investigation and analysis of the business, data and property described herein. 

The Summary Information does not constitute an offer or invitation for the sale or purchase of shares, assets or business described 
herein and shall not form the basis of any contract. 

The PC and Citigroup reserve the right to negotiate with one or more prospective purchasers at any time and to enter into a definitive 
agreement for the sale of the issued share capital, assets or business described herein without prior notice to other prospective 
purchasers.  The PC and Citigroup also reserve the right, without advance notice, to change the procedure for the sale of the issued 
share capital, assets or business as described herein or to terminate negotiations at any time prior to the entry into of any binding 
contract for the purchase of the issued share capital, assets or business as described herein. 

Citigroup is acting for the PC and no one else in connection with the sale of the issued share capital, assets or business described 
herein and will not be responsible to any other person other than the PC for providing the protections afforded to clients of Citigroup 
or for providing advice in relation to such sale. 

Enquiries 
All communications or enquiries related to NRL may be directed to: 

 
Abdul Hafiz Mirza 
Director General (B&U) 
Privatisation Commission 
5-A EAC Building Constitution Avenue 
Islamabad, Pakistan. 
Tel: +92 51 920 3881 
Fax: +92 51 921 1692 
info@privatisation.gov.pk 

 Shahid Akbar  
Consultant 
Privatisation Commission 
5-A EAC Building Constitution Avenue 
Islamabad, Pakistan. 
Tel: +92 51 920 5358 
Fax: +92 51 920 3076 
shahid@privatisation.gov.pk 

 
Naveed Kamal  
Regional Head, Corporate Finance & Investment Banking 
Citigroup UAE 
6th Floor, Al Wasl Building, PO Box 749, 
Dubai, UAE 
Tel: +9714 311 4393 
Fax: +9714 324 3280 
naveed.kamal@citigroup.com 

 Salik Ahmed  
Head of Pakistan Corporate Finance & Investment Banking 
Citigroup Pakistan 
AWT Plaza, I.I. Chundrigar Road, 
Karachi, Pakistan. 
Tel: +92 21 263 8356 
Fax: +92 21 263 8288 
salik.ahmed@citigroup.com 

 
José Garza 
Director 
Citigroup Global Markets Limited 
Citigroup Centre,33 Canada Square 
Canary Wharf, London E



 

 

Glossary of Terms and Units 

AFRA Average Freight Rate Assessment 
ARL Attock Refinery Limited 
B&M Balancing & Modernisation 
bpd barrels per day 
BPL Boscior Pakistan Limited 
bpsd barrels per stream day 
BTX Benzene, Toluene, Xylene 
CAGR Compound Annual Growth Rate 
Caltex  Caltex Oil Pakistan Limited 
Castrol Castrol Limited 
Company National Refinery Limited 
ERP Enterprise Resource Planning software 
FO Furnace Oil / Fuel Oil  
GOP Government of Pakistan 
HOBC High Octane Blend Component 
HSD High Speed Diesel 
HSFO High Sulphur Fuel Oil 
JBO Jute Batching Oil 
JP-1 Aviation Fuel - Commercial Aircraft Grade 
JP-4 Aviation Fuel - Air Force Grade 
Kt Thousands of Metric Tonnes 
LBO Lube Base Oils 
LDO  Light Diesel Oil 
LPG Liquid Petroleum Gas  
LSFO Low Sulphur Fuel Oil 
LTBP London Tanker Brokers’ Panel Limited 
Lubes Lubricants 
MoGas  Motor Gasoline  
m Millions 
Mt Millions of Metric Tonnes 
MW Mega Watts 
NRL National Refinery Limited 
OCAC Oil Companies Advisory Committee 
OGRA Oil & Gas Regulatory Authority  
OMCs Oil Marketing Company(s) 
PARCO Pak Arab Refinery Company  
PC Privatisation Commission 
PNSC Pakistan National Shipping Corporation 
POL Petroleum, Oil & Lubricants  
PRL Pakistan Refinery Limited 
PSO  Pakistan State Oil Company Limited 
Shell Shell Pakistan Limited 
SKO Kerosene Oil 
T Metric Tonnes 
Tpa Metric Tonnes per annum 
VSS Voluntary Separation Scheme 
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Transaction Overview 

As part of the Government of Pakistan’s (“GOP”) continued commitment to privatisation of 
Pakistan’s oil and gas sector, the GOP, through the Privatisation Commission (“PC”), intends to 
sell upto 51% shareholding (33,985,788 ordinary Rs.10 shares) in National Refinery Limited 
(“NRL” or “Company”), together with management control of the Company, to a qualified 
investor.  Citigroup Global Markets Limited has been retained as exclusive Financial Adviser to 
the GOP for the transaction. 

NRL was incorporated in Pakistan on 19 August 1963 as a public limited company.  The refinery 
complex comprises two lube refineries, a fuel refinery and a BTX plant, spread over 263 acres in 
Karachi’s industrial area. 

Presently, the Company is administered through the Ministry of Petroleum and Natural 
Resources, GOP (which exercises control through its shareholding in the State Petroleum and 
Petrochemical Corporation) and managed through the Board of Directors. 

The GOP owns 55.6% directly and indirectly in NRL; under the exemption granted in Section 
(3j) of the Listed Companies (Substantial Acquisition of Voting Shares and Take-overs) 
Ordinance, 2002, the Bidder is not required to make an offer for the remaining 49% 

► 

► The NRL shareholding structure as of May 2004 is presented below: 

PERAC 16.1% NIT 30.5% HBL 2.1%
SLIC 6.7% IDB 15.0%
NBP 1.5% PICIC 10.0%
ICP 0.8% Others 17.3%

PERAC - State Petroleum Refining & Petrochemical Corp. PICIC - Pakistan Industrial Credit and Investment Corp.
NIT - National Investment Trust ICP - Investment Corporation of Pakistan
SLIC - State Life Insurance Corporation HBL - Habib Bank Limited
NBP - National Bank of Pakistan IDB - Islamic Development Bank

NRL                  
Shareholding Structure

Direct Government 
Shareholding (16.1%)

Indirect Government 
Shareholding (39.5%)

Private Sector 
Shareholding  (44.4%)

 

As per GOP policy, PC follows a transparent privatisation process; key steps involved in this 
process are summarised below: 

► 

Invitation of  
Expression of 
Interest (EOI) 

 ► The PC will shortly invite EOI’s through advertisements in newspapers and other 
publications; interested parties would be required to submit their EOI within a 
specified date 

Pre-qualification   ► PC would issue a Request for Statement of Qualification (“RSOQ”); the interested 
parties will be pre-qualified based on the criteria laid down in the RSOQ  

Information 
Memorandum and 
Share Purchase 
Agreement 

 ► Upon pre-qualification the PC and the bidders would enter into a confidentiality 
agreement; the PC would subsequently issue detailed Information Memorandum 
and draft Share Purchase Agreement to the pre-qualified bidders 

Due Diligence   ► The bidders would be given access to the data room to enable them to carry out their 
due diligence  

Bidding & Close  ► 
► 

Bidding procedures will be intimated to qualified bidders 
After bidding, PC would proceed with completing the sale formalities (which would 
include signing of Share Purchase Agreement and the transfer of funds) with the 
successful bidder 
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Key Investment Considerations 

FULL PRODUCT RANGE 

The Company’s crude oil processing capacity is about 2.7 MT/year producing a broad range of 
petroleum, oil and lubricants (“POL”) products. 

Fuel Products  Niche / Value Added Products 

The fuel product spectrum includes Liquefied 
Petroleum Gas (“LPG”), Naphtha, Motor Gasoline 
(“MoGas”), HOBC, Kerosene (“SKO”), Jet Fuels 
(JP-1 & JP-4), High Speed Diesel Oil (“HSD”), 
Light Diesel Oil (“LDO”) as well as Fuel/Furnace 
Oil (“FO”) 

 NRL is uniquely positioned as the only local refinery 
to produce lube base oils (“LBO”) and the single 
largest producer of high quality asphalts 
In addition, the company produces other value added 
petroleum products, speciality oils and waxes 
It also has the only petrochemical plant in Pakistan 
capable of producing Benzene, Toluene and Xylene 
(“BTX”) 

► ► 

► 

► 

Given its wide range of refined products, NRL has the highest Nelson Complexity Index of all 
Pakistani refineries.  The Nelson Complexity Index is a measure of secondary conversion 
capacity in comparison to the primary distillation capacity of any refinery.  It is an indicator of 
not only the investment intensity or cost index of the refinery but also the value addition potential 
of a refinery. 

Together, these products provide the Company a significant competitive advantage, extending 
value added production over and above FO production.  The refinery is configured to maximise 
production of high margin products in order to capitalise on its competitive edge. 

PRODUCT-WISE COMPARISON OF PAKISTANI 
REFINERIES’ PRODUCTION BY MASS– FY03 

 NELSON COMPLEXITY INDEX FOR PAKISTANI 
REFINERIES 
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Source:  Pakistan Petroleum Statistics - 2002-2003, OCAC (BPL did 

not commence commercial production in the period.) 
 Source: Worldwide Refinery Survey 2003, Oil & Gas 

Journal 
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Key Investment Considerations CONTINUED 

ATTRACTIVE MARKET DYNAMICS 

The Company is a leading producer and supplier of POL in a growing, product deficit market. 

POL Consumption 

Pakistan’s per capita POL consumption levels are not only below developed nations, but also 
below levels in many other developing countries in the region.  Therefore, there is significant 
growth potential for the country's POL market over both the medium and long term. 

PER CAPITA CONSUMPTION OF POL 
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Source: BP Statistical Yearbook 2003; GeoHive World Population Data 

Historical consumption patterns confirm this trend, exhibiting annual growth rates of about 3.2% 
over the past decade.  However, in the last two years there has been some tapering of the growth 
in FO due to substitution of gas for FO in the power sector, the largest FO consumer.  Excluding 
FO consumption, Pakistan has maintained a steady growth rate of 2.8% in POL products. 

HISTORICAL CONSUMPTION OF POL PRODUCT 
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Source:  Pakistan Petroleum Statistics, 1990-91 – 2002-03, OCAC 
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Company Overview CONTINUED 

SUPPLIER BASE 

NRL processes Arab Light and local crude oils.  The current source of crude for NRL is outlined 
below: 

 

35,000 bpd of Arab Light through NRL-Aramco contract for supply of 50,000 bpd; the 
remainder is received by PARCO; the one year contract is extendable for another year 

► 

► 

► 

15,000 bpd of Arab Light through PARCO which has a contract of 60,000 bpd with Saudi 
Aramco. 

4,000 bpd of local crude/condensate sourced through British Petroleum and Oil & Gas 
Development Corporation 

CRUDE FREIGHT ARRANGEMENTS 

NRL has a ten year contract, ending October 2012, with the Pakistan National Shipping 
Corporation (“PNSC”), a statutory government organisation.  Freight is decided on the basis of 
previous month’s Average Freight Rate Assessment (“AFRA”) results for LR-1 tankers as 
determined by the London Tanker Brokers’ Panel Limited (“LTBP”) plus a fixed premium of 34 
world scale points. 

CUSTOMER BASE 

The Company sells its complete range of products to all the local oil marketing companies 
including Shell, PSO, Caltex and Total-PARCO.  In addition to the OMCs, it also supplies LBO 
to Askari-Mobil, PARCO and other local blending plants that are registered with the GOP.  The 
Company also exports naphtha to international customers including Mitsubshi Corporation, Japan 
and Shell International. 

 

Regulatory Framework 

GRADUAL DEREGULATION OF OIL & GAS 

The Government is committed to gradual deregulation of the oil and gas sector.  Over the last few 
years, the Government has taken a number of initiatives in this regard. 

The cost-plus/guaranteed return regime on fuel refineries was replaced with an import parity 
pricing mechanism that is more responsive to market factors 

► 

► 

► 

► 

FO and LPG have been deregulated, allowing refineries to fix prices on a competitive basis 

The petroleum industry was allowed to set prices of other fuel products through the Oil 
Companies’ Advisory Committee (“OCAC”) on a fortnightly basis by using a transparent 
pricing mechanism approved by the Government 

The import of HSD was completely deregulated, allowing OMCs to fix the final sale price on 
a cost competitive basis. 
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Regulatory Framework Overview  CONTINUED  

GRADUAL DEREGULATION OF OIL & GAS CONTINUED 

As a result of these changes, gross margins on fuel products have improved and refinery focus 
has shifted from maximising throughput to optimising production.  Consequently, there has been 
a marked improvement in profitability for refineries in Pakistan. 

Table 3 – NRL Throughput & Margin 
           
  2000  2001  2002  2003  2004 

Crude Oil Throughput (bbls million)  21.4  19.7  18.2 
 

19.4  19.6 

Gross Refining Margin ($/bbl)*  1.67  2.60  2.96 
 

3.64  4.46 

* Exchange Rate PKR 60.00/USD applied uniformly  

PRICING MECHANISM 

The pricing mechanism for fuel products is summarised below. 

Table 3 - Product Pricing Mechanism 

 Fuel Products  Fuel Oil 

Import Pricing Formula Fortnightly Arab Gulf Mean FOB 
AFRA adjustment for freight charges 
Marine Insurance 
LC Commission & Bank Charges 
Handling Charges & Wharfage 

 Fortnightly Arab Gulf Mean FOB 
Import Incidentals 

 
Plus 
Deemed Custom Duty & 
Levies 

Custom Duty @ 5% & Levy @ 1% 
Kerosene; LDO; JP-4  

Custom Duty @ 10%  
HSD 

No Duties & Levies 
MoGas, Naphtha & JP-1 

 Levy @ 1% 

 
Source: OCAC 

► 
► 
► 
► 
► 

► 
► 

► 
��

► 
��

► 
��

► 

LBO, BTX & ASPHALT 

The LBO, asphalt, BTX and speciality oils segment operates in a deregulated environment albeit 
with tariff protection on imports.  A summary of tariff rates follows. 

Table 4 – Other Tariffs 

  LBO  Asphalt  Slack 
Wax 

 Carbon 
Oil 

 Benzene  Toluene  Xylene  

Custom 
Duty  

25% + 
Rs. 0.88/litre  25%  20%  20%  10%  10%  5%  

Source: Central Board of Revenue, Pakistan
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Financial Highlights 

INCOME STATEMENT AND BALANCE SHEET EXTRACTS 

FINANCIAL YEAR ENDING JUNE 2000 TO JUNE 2004 

FY00 FY01 FY02 FY03 FY04 FY04
(Pkr m) (USD m)
Net Sales 29,628       34,331    29,762    36,077    40,400    673         
Cost of Sales (28,375)     (33,058)   (28,200)   (33,996)   (37,443)   (624)        

Gross Profit 1,253         1,273      1,562      2,082      2,957      49                     
SG&A (232)          (246)        (282)        (326)        (367)        (6)            
Other Charges (70)            (82)          (108)        (182)        (436)        (7)            
VSS -            -          (156)        -          -          -          

Operating Profit 950            945         1,017      1,574      2,154      36           
Other Income 256            239         307         300         629         10           
Financial Charges (114)          (68)          (30)          (35)          (19)          (0)            

Pre-Tax Income 1,093         1,116      1,293      1,838      2,765      46                     
Taxes (386)          (340)        (512)        (486)        (915)        (15)                    

Net Income 707            776         781         1,352      1,850      31           

Operating Profit 950           945         1,017      1,574      2,154      36           
Depreciation 122           159         149         150         148         2             
EBITDA 1,072        1,104      1,166      1,724      2,302      38           

Assets
Current Assets 12,946       15,071    11,197    10,800    14,914    249         
LT Assets 1,659         1,624      1,607      1,769      1,969      33           

Total Assets 14,605       16,695    12,803    12,569    16,884    281         

Liabilities
Current Liabilities 11,273       12,307    8,251      6,551      11,528    192         
Interest-Bearing Debt 826            1,490      1,215      1,993      260         4             
Other LT Liabilites 119            69           127         128         183         3             
Net Worth 2,387         2,829      3,211      3,896      4,913      82           

Total Liabilites 14,605       16,695    12,803    12,569    16,884    281          
Source: Annual Reports, NRL; Exchange Rate PKR 60.00/USD 

KEY RATIOS & PROFITABILITY ANALYSIS 
KEY RATIOS FY00 to FY04  PROFITABILITY ANALYSIS  

FY00 FY01 FY02 FY03 FY04
Ratio

EBITDA Margin 3.6% 3.2% 3.9% 4.8% 5.7%

NI Margin 2.4% 2.3% 2.6% 3.7% 4.6%

Net Debt/Net Worth 0.29x 0.50x 0.36x 0.38x -0.30x

Net Debt/EBITDA 0.64x 1.27x 1.00x 0.85x -0.63x  
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Source: Annual Reports, NRL  Source: Annual Reports, NRL 
  - Gross refining margin has been calculated as net sales less 

cost of crude oil consumed 
- Direct cost include cost of sales less crude, depreciation and 

amortisation 
- Indirect costs include SG&A less depreciation and other 

charges but excludes VSS 
 


