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PREFACE
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1.
INTRODUCTION


“Attock Refinery Limited” was incorporated in Pakistan as a private limited company on November 8, 1978 and was converted into a public limited company on June 26, 1979.  Attock Refinery Limited is also listed on the three stock exchanges of Pakistan and its shares are traded there.


1.1
MAIN OBJECTS


The company is principally engaged in refining of crude oil.


1.2
FORMATION OF THE COMPANY


Attock Oil Company, incorporated in England, is the holding company of Attock Refinery Limited.

1.3
BOARD OF DIRECTORS


The Board of Directors of the company consists of one Chairman and seven directors.

1.4
SHAREHOLDING:


The capital of the company is divided into shares of Rs. 10/- each and held in the following manner:

	Shareholders


	No.
	Shares held
	%

	Joint Stock Companies
	6
	12,308,327
	54.70

	Investment Companies
	2
	2,097,501
	9.32

	President, Pakistan
	1
	7,875,000
	35.00

	Insurance Companies
	2
	28,319
	0.13

	Individuals
	392
	190,853
	0.85



We can see also the shareholders division in the following pie chart.
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2.
MARKETING AND PRODUCTION


The nameplate refining capacity of the company is 10,065,000 barrels (1.330 million M.Tons) total through put of the refinery during the year.  The company’s refining capacity continued to be under utilized due to non-availability of indigenous crude oil.  The entire indigenous crude production from the Northern Region was processed at the Refinery.  However, to increase the utilization of the refining capacity, the company also received crude oil from the Southern Region.  The total production of the company in comparison with previous year is given below:

	PRODUCTION

(M. Tons in thousand)



	Product


	1998
	1997

	Motor Spirit
	320.0
	280.0

	Gas Oil
	210.0
	198.0

	Kerosene
	98.0
	100.0

	Asphalt
	81.0
	80.9

	Furnace Fuel/others
	370.0
	290.0



[Crude oil consumed this year 1090 (980 in 1997)]
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2.1
SALE



Statement of Sales of the company of past ten years is as 
under:

	
	
	
	
	
	
	
	
	Rs. in 
	million

	1998
	1997


	1996
	1995
	1994
	1993
	1992
	1991
	1990
	1989

	6,582.6


	6,582.6
	5,112.5
	3,834.4
	4,746.2
	5,165.8
	5,179.9
	4,750.7
	3,810.2
	2,884.4
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2.2
UNIT LAY OUT


The company is situated in Morgah, Rawalpindi and its registered office is also there.

2.3
FINANCIAL RESULT


The financial results about the net profit of Attock Refinery’s operations for the year ended June 30, 1998 is resulting in reduced profitability.  The company earned a net profit of Rs. 119.6 million (Rs. 107.9 million in 117) including prior years’ adjustment of Rs. 27.8 million.  This is generally due to decline in the prices of petroleum products that narrowed down the refiner’s margin and resulting in reduced profitability.  The company’s profits from refinery operations were restricted to Rs. 90 million calculated at 40% on paid up capital of Rs. 225 million as per the approved import parity pricing formula.  Under the import parity pricing formula the company is entitled to a minimum of 10% and maximum of 40% return net of tax on its paid up capital in respect of its refinery operations and further allowed to retain surplus profit over 40% as per agreed parameters, for utilization in the development plans for Refinery Upgradation and Expansion.

3
FINANCE & INVESTMENT, 


3.1
PAID UP CAPITAL, 


The company’s paid up capital was increased from Rs. 187.50 million to Rs. 225 million through capitalization of an amount of Rs. 37.5 million, out of the profits of the company by way of issue of fully paid bonus shares to the members of the company in the proportion of one new share for every five shares held.


3.2
DIVIDEND


The company has paid an interim dividend of 10% in May, 1998 and a final dividend at the rate of 10% making a total of 20% for the year 1998.


3.3
BONUS SHARES


An amount of Rs. 45 million out of the profits for the issue of fully paid bonus shares to the members of the company in the proportion of one new shares for every five shares held.


3.4
SHARES PRICE


Based on the net profit for the current year the earning per share was Rs. 4.08 (1997:  Rs. 6.88).

5.
Human Resource


5.1
Organization structure

5.2
The number of employees in the company is as under:

	Executives

	34

	Chief Executive
	1

	Managers
	5

	Assistant Managers
	5

	Executive Officers/Officers
	23

	Workers
	574

	
	

	Grade -1 & 2

General Worker, Gardener, Helper Peon, etc.


	

	Grade 3 & 4

Blacksmiths Jr., Carpenter, Cook, Mechanic Jr., Mason, Welder, Fitter, Despatch Rider, etc.


	

	Grade 5

Blacksmith, Mate, Oil Movement Operative, Switch Board Operator, etc.


	

	Grade 6

Armature Winder, Driver, Plant Attendant, Turbine Operator, Mechanic.


	

	Grade 7 & 8

Assistant Plant Operator, Assistant Foreman, Assistant Supervisor, Surveyor.


	

	Grade 9

Draughts man, Supervisor, Foreman, Plant Operator Incharge, Shift Engineer.


	


	Office Staff:


	

	Grade C-1

Clerk, Typist Jr. etc.


	

	Grade C-2

Patwari, Typist, etc.


	

	Grade C-3

Clerk Sr., Office Assistant, etc.


	

	Grade C-4

Asstt. Supervisor, Stenotypist


	

	Grade C-5

Supervisor, Stenographer


	

	Grade -6

Supervisor Sr., Personal Assistant
	


5.3
During the current year in comparison with the previous year the following amount is incurred on employees:

	
	(Rupees in
	million)

	
	1998


	1997

	Salaries/wages
	25.90
	19.70

	Scholarship Scheme
	0.03
	0.02

	Staff Transport
	7.10
	7.10

	Employees Retirement benefits/

Staff Gratuity
	3.01
	1.80

	Staff Pension Fund
	3.14
	2.80

	Employees Old Age Benefit Sch.
	1.317
	1.21

	Workers Participation Fund
	7.19
	10.09

	Workers Welfare Fund
	2.79
	3.74


5.4
FRINGE BENEFITS/ALLOWANCES


The following fringe benefits/allowances are paid to the workers of the company:

•
Annual increments

•
House Rent allowance

•
Conveyance allowance

•
Cycle Allowance

•
Shift allowance

•
Clothing allowance

•
Blending allowance

•
Messing Allowance

•
Technical Allowance

•
Death Relief

•
Loan

•
Canteen allowance

•
Food allowance for performing shift duties

•
Travelling allowance

•
Good attendance allowance

•
Medical Facilities:

•
Specialized treatment

•
Maternity assistance allowance

•
Uniform

•
Computer allowance for computer section staff

•
Fuel Allowance

•
Accumulation of privilege leave

•
Bonus

6.
LABOUR LAWS COMPLIED WITH BY THE COMPANY.

6.1.
Companies Profits (Workers’ Participation) Act, 1968. (XII of 1968)


To provide for participation of workers in the profit of companies.


The scheme applies to all companies engaged in industrial undertakings which satisfy any one of the following conditions:-

•
No of workers during a year is 50 or more

•
Paid up capital is Rs. 20 lakhs

•
Value of fixed assets is Rs. 40 lakhs


All workers having completion of six month employment shall be eligible to the benefits of the scheme 


Benefits is distributed to workers in proportion to their share in the annual allocation according to the categories prescribed in the law.


Principle amount of value of units will be paid on retirement, leaving employment, death, disability, termination of service, etc.,


Company’s allocation to the Fund at two and a half percent of annual profits before tax.

6.2.
Employees Old-Age Benefits Act, 1976 (XIV of 1976).


Compulsory insurance coverage to the employees.


Contribution made by employers @ 5% per month of employees’ pay.


Old Age Allowance - Minimum @ Rs. 75 per month and increase @ Rs 5/- per year.  Retired and his contribution made for 15 years.


Invalidity Allowance: - as above / minimum 5 years contribution.

6.3.
Employer’s Liability Act, 1938. (Act No. XXVI of 1938)


Provide compulsory safety of workers.  Employers must maintain a good and safe condition at work.

6.4.
The Factories Act, 1934. (XXV of 1934)


The law for regulating labour in factories.


For Health and Safety:

•
Cleanliness - keep work place clean and free from effluvia.

•
Disposal of wastes and effluents - effective arrangement for disposal of wastes and effluents.

•
Ventilation and temperatures.  Effective and suitable provisions for securing and maintaining ventilation and temperatures.

•
Dust and fume - give off any dust or fume or other impurity of such a nature.

•
Artificial humidification - prescribe standards of humidification; regulate the methods used for artificially increasing the humidity of the air, prescribe tests for determining the humidity and adopt methods for securing adequate ventilation and cooling of the air.

•
Overcrowding - No work room in any factory shall be overcrowded to an extent injurious to the health of the workers.

•
Lighting - In workplace and passages shall be provided sufficient and suitable lighting, natural or artificial and emergency lighting at special points.

•
Drinking Water -  Effective arrangements to provide and maintain at suitable points conveniently situated for all workers sufficient supply of drinking water.

•
Latrines and urinals  - Sufficient provision conveniently situated of latrines and urinals.

•
Spittoons.  Provide sufficient number of spittoons at convenient places.

•
Precautions against contagious or infection disease.  Compulsory vaccination and inoculation.

•
An adequate canteen shall be provided for the use of workers.

•
Precautions in case of fire.-  provide such means of escape in case of fire.

•
Fencing of machinery. - Dangerous part of any machinery shall be securely fenced by the safeguards.

•
Observe weekly holiday, compensatory holidays, festival holidays, prescribed daily hours, casual leave and sick leave.

6.5.
The Provincial Employees Social Security Ordinance, 1965


A scheme for establishment of Social Security Institution of social security for providing benefits to certain employees or their dependents in the event of sickness, maternity, employment injury or death and for matter ancillary thereto.


Contribution will be made by employer in respect of every employee and will not deduct any portion of it from the employee’s wages or salary.


Social Security Institute will provide the following benefits to the employees of such employers:

•
Sickness benefits

•
Maternity benefits

•
Death grant

•
Medical care during sickness and maternity.

•
Injury benefits

•
Disablement pension

•
Disablement gratuity

•
Survivor’s pension

•
Death grant in case of death while in receipt of injury benefit or total disablement pension.

•
Medical care in the case of employment injury.

6.6.
Industrial Relations Ordinance, 1969


A law relating to the formation of trade unions, the regulation of relations between employers and workmen and the avoidance and settlement of any differences or disputes arising between them.

6.7.
Workers’ Welfare Fund Ordinance, 1971


A law to provide for the establishment of a Workers’ Welfare Fund for providing residential accommodations and other facilities for workers and for matters connected therewith or incidental thereto.


Under this Ordinance every industrial establishment pays to the Fund, created by Government, a sum of equal to two per cent of so much of its total income every year.


Moneys in the Fund shall be applied to the financing of projects connected with the establishment of housing estates or construction of houses for the workers, other measures for the welfare of workers

7.
RECRUITMENT PROCESS


As per company’s policy the recruitment is made at two levels:

(a)
For Executives

The required educational qualification and experience for executives are vary from post to post.  Minimum qualification for executives in the company is:

•
Bachelor of Engineering

•
Master of Business Administration

•
Chartered Accountant

•
Cost and Management Accountant


Selection Committee consisting of Chief Executive, Manager of HRM and relevant departmental head examine the curriculum vatie of the candidates and take the interviews.  After careful consideration the selection is made and the appointees are given 3 - 6 months orientation and on job training.

(b)
At workers level:

The company was overstaffed, therefore, management decided not to recruit workers for some time.  Also to rightsize the organization, the management in the previous year launched a Voluntarily Separation Scheme for employees.  But the recruitment procedure is adopted at this level in the following manner:

•
Selection is made through Departmental Selection Committee.

•
Applications are invited through press.

•
Relevant qualification and experience are demanded.

•
Careful examination of application and interviews are made of the applicant.

•
After selection on job training or in training Centre. 

8.
DEVELOPMENT


8.1
APPRAISAL - TRAINING


The training and development of Human Resource of the company continued through training programmes for the management staff and workers.  For the purpose the company has also established a Training and Development Centre at Morgha, Rawalpindi.  In-house training courses are also organized here with special emphasis on information technology, safety, quality and maintenance.  To meet the requirement for trained personnel for future needs, the staff members are undergoing special training programmes which will also continue during the current year.  The staff has been encouraged to benefit from the information technology for which the necessary computer facilities have been provided to them.


8.2
INFORMATION TECHNOLOGY


To meet the challenges of the 21st Century the company is vigorously pursuing a policy to provide maximum computerized facilities to its staff and establishing local area network alongwith access to internet facilities.


The company is taking measures to ensure that all its computer applications, operating facilities and hardware systems are free of the millennium bug and year 2000 compliant well before the turn of the century.


The company believes that all its major suppliers and customers and associated companies are taking measures to make their systems year 2000 complaint and it is expected that no major problem shall be encountered on this account in transactions with these companies.

9.
OTHER INCENTIVES FOR EMPLOYEES

In addition to the pay and allowances the employees of the organization are availing the following facilities:

•
Accommodation within the premises of the company.

•
Education for employees’ children.  For this purpose the company has established a Model School.

•
Pick and Drop service for the employees for duty.

•
Fair Price Shop.

•
Atta Shop where Atta is sold at subsidized rate i.e., Rs.12/- per 40/- K.G.

•
Four bonuses in a year

9.1
ELITE CLUB FOR EMPLOYEES


The employees enjoy indoor and outdoor games at company’s cost at the Elite Club for Workers and Morgah Club for management.  The socio-recreational activities at the club develop a better understanding among the staff and is useful for mental and physical health.

10.
COMPENSATION PLAN


10.1
HIGH PERFORMANCE AWARD


The company encourages the workers for safety and high performance.  The employees are adequately paid for keeping their moral high.  Moreover, to create an environment of competition they are given “High Performance Award” in every three months.  This award is given for different departments and level of workers.  The Award Ceremony is attended by all the workers, therefore, it becomes a source of motivation for other workers as well.


10.2
SAFETY AWARD


The company is also giving “Safety Award” to encourage compliance to high standard of Health and Safety.  This award is also distributed in every three months.


11.
UNION MANAGEMENT RELATION


The management continued to have pleasant working relations with the workers and the Collective Bargaining Agent.  In 1997 a new 2-years Labour Agreement was successfully negotiated with the CBA which will expire on June 30, 1999.

12.
WORKING ENVIRONMENT AND HEALTH & SAFETY MEASURES

12.1
HEALTH


Attock Refinery Limited has established a wholly owned subsidiary company namely “Attock Hospital (Pvt) Limited” which has been incorporated to acquire, take over and operate the existing hospital of the company This will provide the medical facilities to the employees of the company and its associated companies, expand the existing base of services to introduce specialized treatment and to provide community services to the residents of adjoining areas.


12.2
SAFETY AND ENVIRONMENTAL 


Safety and environmental protection continues to receive a priority consideration in the management of the company’s operations.  Projects for environmental protection are being accorded due importance.


The Company is operated after conforming to the safety standards which are continuously reviewed by a Safety Committee and upgraded to cater for the changing requirements.  The safety performance during the previous years was excellent.  The upgradation of fire water network continues in a phased programme and work on installation of LPG deluge system and purchase of material for sprinkler system/fire water network has been completed.  The installation of entire network and sprinkler system has been planned in 1998-99.


To conform to the National Environmental Quality Standards, the Company has upgraded its effluent water treatment system with a total expenditure of over Rs. 17 million during the past few years.  The company is also actively participating in the setting up of a National Cleaner Production Centre in collaboration with UNIDO/UNDP, the Government and other refineries.  The company embarked on a fast track course to have its Quality Control Laboratory ISO 9002 Certified. 


The company is also engaged in refinery optimization project with the assistance of Canadian International Development Agency (CIDA) under the Oil and Gas Sector Programme for Pakistan which entails optimization of refinery operations to reduce energy and operating costs, increase yields and maximize profitability.

13.
SEPARATION OF WORKERS - GRATUITY, PENSION


The company operates:

(a)
approved funded pension scheme for its management staff for which the company makes contribution based on actuarial estimates.  The actuarial valuation is made using the attained age normal method with an expected increase in salary level of 6% per annum alongwith a 8% per annum expected rate of interest and contribution are determined by using a projected benefit valuation basis.  Actuarial valuation is undertaken once in three years or earlier if required and as per the latest valuation as at December 31, 1997, the fair value for the scheme’s assets was Rs. 66.618 million against a past service liability of Rs. 64. 121 million.  Company’s contribution which is adjusted to cover the deficit for past services is charged to income currently.

(b)
Unfunded gratuity scheme for its non-management staff who period of service with the company is 5 years or more.  Provision is made annually based on management estimates which are adjusted periodically to agree with the actuarial estimates made on the basis of unit credit method of valuation.  The annual provision and gratuity payments during the year are charged to income currently.  The actuarial valuation is made periodically and the last valuation was undertaken in 1995.

(c)
Approved contributory provident fund for all employees.

14.
FUTURE PLANS OF THE COMPANY.


Work on the construction and erection of two new plants namely Naphtha Hydrotreating/Reforming Plant and Heavy Crude Unit under the Refinery Upgradation and Expansion Plan is progressing satisfactorily.  Most of the plan, machinery and equipment has already arrived at the site and the construction/erection work is in full swing.  Work on offsite facilities to cater for operational requirements after the commissioning of the new plants is also being completed simultaneously.


Efforts to enhance the utilization of the refining capacity as the availability of crude oil is reducing from the depleting crude oil fields in the northern region of the country.  Based on national economics, the Government permitted transportation of crude oil from southern oilfields for processing at the refinery.  The crude receipts from the southern oilfields are being increased progressively to increase refinery capacity utilization.  


To meet the company’s operational requirements for electricity and cooling, the comp[any has also planned to set up its own co-generation and dry ice plants.


The company is also considering the possibility of enhancing its refining capacity to 50,000 barrels per day by setting up a Pre-flash unit after carrying out a detailed technical and economic feasibility.  The Company is also participating in various projects in collaboration with other international agencies for the refinery optimization, production of environment friendly products and energy conservation.


To conserve the foreign exchange resources of the country, the company is making efforts to meet its requirements for spare parts and other consumable through the local manufacturing facilities.

15.
CONCLUSION


This company has shown excellent performance in the Human Resource Management.  Workers are well paid in comparison with others companies.  The company providing decent pensions for management, decent retirement benefits, basic health-care facilities, as well as apprenticeship schemes and training programmes for new managers.  


The company is overstaffed as compared to staff position in other refineries.  So the management decided not to recruit workers for some time and for right sizing they launched a scheme of “Voluntarily Separation from Service”.


At this stage the workers should involve themselves in work with zeal, devotion and confidence.

Prepared by Raja Nasir Ahmad (H-5280258) & Ejaz Alam Khan (H-5279752)
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