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Abstract— Financial Analysis is a very useful technique to analyze the financial stability and sustainability of a firm in the long 
run. The fuel and energy sector are very major sector which contributes towards the economy of a country. The growth and de-
velopment in fuel and energy sector means that other related sectors such as manufacturing, trading and services sector are also 
doing well. The study provides the insights about the financial performance of five companies of Pakistan energy and fuel sector 
which are major contributors towards economy. These companies include Hubco Hub Power Plant, Kohinoor Energy Limited, 
Kot Addu Power Company, Pak Arab Refinery and Pakistan State Oil. The financial analysis of these selected companies is 
made through different ratio analysis to analyze their profitability, efficiency and liquidity. The results shows the real insights 
about the real performance of these selected company that how well they are performing in their industry and what financial 
risks and associated with these companies. The financial analysis is followed by a brief conclusion and recommendations for 
improvement for better performance of fuel and energy sector in Pakistan. 
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1. INTRODUCTION 
The Fuel and Energy sector always have a great importance in 
the economy of every country. In Pakistan, Fuel and Energy 
sector not only contributes towards the economic develop-
ment but also act as driver for other industries like manufac-
turing sector, services sector and trading sector. The demand 
of Fuel and Energy sector has risen tremendously in the last 
few years due to increase in population. The increase in de-
mand results in shortfall and energy crisis in many areas of 
Pakistan. Still there is a need to manage the fuel and energy 
resources in a more efficient way to fulfill the needs of the 
consumers and betterment of economy (S Akhtar, 2012). 
The research is aimed to provide insights about the financial 
analysis of fuel and energy sector of Pakistan. For this purpose 
five companies were selected which are the major contributors 
in their respective industry. The financial information of these 
companies was taken from their financial statements which 
are available on company’s website. The ratio analysis tech-
nique is used to analyze the profitability, efficiency and liquid-
ity of above mentioned companies for the year 2014 to 2018 (T 
Afza, 2013). The results after making the analysis show that 
these companies are performing well in terms of profitability, 
financial management and growth. They have sufficient funds 
available to manage their operational and financing needs. 
Still there are areas of improvement that are highlighted in the 
conclusion part. The recommendations part provided some 
suitable suggestions for the betterment of their financial effi-
ciency, financial risk management and improving return on 
investment (Z Maroof, 2017). 
1.1 Research Aim & Objectives: 
 
The research aim is to make a financial analysis of fuel and 
energy sector in Pakistan for the year 2014-2018.  

 
The research objectives are  

• To make a financial analysis of fuel and energy 
sector in Pakistan 

• To check the financial ratio of fuel and energy 
sector companies and their financial perfor-
mance. 

• To understand the financial performance, effi-
ciency and liquidity of fuel and energy sector 
firms with the help of ratio analysis.  

1.2 Research Questions: 
Is the performance of fuel and energy sector in Pakistan is up 
to the mark? 
Is the fuel and energy sector in Pakistan is performing well in 
terms of profitability and growth as compared to previous 
years? 
Is the fuel and energy sector is contributing towards better-
ment of economy of Pakistan? 
 

2. LITERATURE REVIEW 
The literature review section starts with overview of fuel and 
energy sector of Pakistan and its major contribution towards 
the economy of Pakistan. The later part includes the overview 
of companies, their existence and financial performance in 
industry. Further there is a detail from the previous literature 
about the same topic i.e. a comprehensive financial analysis of 
fuel and energy sector in Pakistan.  
2.1 An Overview of Fuel and Energy Sector in Pa-

kistan 
The fuel and energy sector of Pakistan has shown a growth 
rate of approximately 5.4% in the fiscal year 2017-2018 accord-
ing to economic survey of Pakistan. The Major contributors 
towards growth are government policies, flexibility in pricing 
and role of regulatory authorities. Similarly the two major do-
nors of providing funds to the economy, i.e. World Bank and 
IMF (International Monetary Fund), have also recognized the 
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positive growth and performance in due to restructuring of 
economy due to CPEC. The CPEC, in fact, is creating lot of 
opportunities especially in oil, gas, fuel and energy sector and 
will become a game changer for Pakistan economy (Anwar, 
2016). 
The oil and gas imports graph has also risen in the recent 
years. For example since 2014 to 2018, the imports of oil and 
gas with an increase of 3.6% per annum. The rise in the de-
mand results in more important especially from Middle East 
and Saudi Arabia (GD Valasai, 2017). Another reason is the 
flat production of oil by national companies and lacks of refin-
ery capacity and related resources.   Similarly, the natural gas 
resources also need to export, which indeed, is a burden for 
the economy in terms of huge payment due to high exchange 
of dollar. The demand of electricity has also increase due to 
increase in population, urban culture and demand for manu-
facturing sector. The research from economic department of 
Pakistan, also estimate that almost 50% more growth is re-
quired to manage the overall short fall of the energy (I Liaqat, 
2017). 
 
2.2 Overview of Selected Companies 
There are five companies selected which act as representative 
of fuel and energy sector representatives. These five compa-
nies from fuel and energy sector represent the capital struc-
ture, assets, liabilities and profitability factors such as net in-
come, earning per share and dividends. The brief introduction 
of these companies is given in the following paragraph.   
Hubco Hub Power Company is an independent power gener-
ation company located in Lasbela, Balochistan. The company 
was established in 1994, and is now producing 1,292 Mega 
Watt of energy and act as major contributor in energy sector of 
Pakistan. The company is listed in all theree stock exchanges 
of Pakistan and has very strong financial position due to 
strong management and regulatory framework of financial 
management (SA Qureshi, 2018). 
Kohinoor Energy Limited is an independent private sector 
energy company which was incorporated in April 1994. The 
basic objective of the company is to generate the power for the 
betterment of economy of Pakistan. The company is a joint 
venture with Saigol Group of Companies which is a well 
known multi-industrial group in Pakistan, and Toyota Corpo-
ration, which is industrial consortium from Japan. The power 
generation capacity of Kohinoor energy Limited is 132 Mega 
Watt (Mallick, 2016). 
Kot Addu Power Company is located in Muzaffarabad, Paki-
stan and was incorporated in 1996. The company has a capaci-
ty to produce electricity of 1600 MW. Company was listed in 
all three stock exchanges and comes under the management 
and regulation of Water and Power Development Authority 
(WAPDA). 
Pak Arab Refinery Corporation established due to the joint 
venture of Pakistani Government and Emirate of Abu Dhabi 
in the field of fuel sector in 1974. Since its inception, company 
has grown itself as a fully integrated energy company in Paki-
stan corporate sector. Pak Arab Refinery Corporation has a 
network of pipelines starting from Karachi to Machike, Distt. 
Sheikhupura covering almost 2000 KM. The company has a 

latest refinery in Pakistan with a capacity to refine 10,000 Bar-
rels of fuel of per day (M Mubin, 2017). 
Pakistan State Oil is the nation’s largest energy company en-
gaged in the distribution of multiple types of fuels to cater the 
needs of individuals and industries. The fuels that company 
supplies ranges from Motor Gasoline, High Speed Diesel, Fur-
nance & Jet Fuel and Kerosine Oil, petrochemical and lubri-
cants. The company was established in 1974 with the merger 
of Pakistan National Oil Company and Dawood Petrolium 
Limited as Premium Oil Company Limited. After two year the 
Premium Oil Company and State Oil Company results in the 
formation of Pakistan State Oil in 1976 (M Hasan, 2017).  
2.3 Overview of Previous Studies 
The comprehensive financial analysis of fuel and energy sector 
in Pakistan is a very important topic but there is a very re-
search is conducted on this topic so far. Most of the researches 
studies about finding the relationship between financial lever-
age and financial performance, analyzing the working capital 
approaches and asset management of fuel and energy sector 
firm.  In the following paragraphs, let’s discuss these studies 
in a brief manner: 
According to (A Ghosh, 2018), financial leverage and financial 
performance has a positive relationship. They studied the 
twenty companies from fuel and energy sector of Pakistan and 
financial performance was calculated with the help of ratio 
analysis. The studies revealed that financial risk of fuel and 
energy sector firms increase when the increase their leverage 
that leads the firm towards liquidation or take over. There is a 
general perception that high risk will eventually leads towards 
high return, such as return on investment, net income and 
increase in market share. 
Another research on determinants of capital structure of tex-
tile, chemical, and Fuel & Energy Sector of Pakistan by (R 
Komal, 2015) , shows that those companies which have high 
fixed assets have higher leverage ratios. According to the re-
search, the tangibility has a direct relationship with the debt 
ratio, as the company has a strong financial position, and can 
take huge financing against their tangible assets and achieve 
more growth and profitability. 
Another research made by (Malik, 2015), provides an over-
view and deeper insights about the asset management and 
return on investment of fuel and energy sector of Pakistan. 
The studies show that most of the fuel and energy sector com-
panies have more fixed assets as compared to other organiza-
tions in different industries. The banks and financial institu-
tions offer them a range of financing facilities such as over-
draft, mortgage loans and loan against property, plant and 
equipment. The fuel and energy sector organization can utilize 
these loans to manage their ongoing project as well as for in-
vestment purpose to get suitable return on investment. Their 
research also concludes that fuel and energy sector organiza-
tions should make their investment in diversified portfolio in 
order to gain a better profitability and return on assets. 

3. Significance of Study 
The fuel and energy sector is the major contributor of the 
economy of Pakistan and financial analysis will provide real 
insights how these companies are performing in terms of their 
financial management. The ratio analysis will also provide 

IJSER

http://www.ijser.org/


International Journal of Scientific & Engineering Research Volume 10, Issue 2, February-2019                                                                                                    958 
ISSN 2229-5518  

IJSER © 2019 
http://www.ijser.org 

information about of fuel and energy sector firms as well as 
company’s financial decision making to mitigate the financial 
risk and liabilities. 

4. RESEARCH METHODOLOGY 
The research methodology means the techniques and proce-
dures that a researcher uses to analyze and interpret the in-
formation related to given research. The methodology pro-
vides a framework to the user of research about the quality of 
the information provided in the research and methods to in-
terpret the results. Similar to other researches, methodology of 
financial analysis of fuel and energy sector of Pakistan in-
cludes the sample size, population and data collection meth-
ods. The details of these topics are given in the following 
headings in detail: 
4.1 Sample Size 
There were total five companies selected from fuel and energy 
sector of Pakistan which are Hubco Hub Power Plant, Kohi-
noor Energy Limited, Kot Addu Power Company, Pak Arab 
Refinery and Pakistan State Oil. These five companies act as 
representative of the sector and are major contributors to-
wards economy of Pakistan (M Farooq, 2018). 
 
4.2 Population 
The population of this research is fuel and energy sector com-
panies of Pakistan. 
 
4.3 Data Collection Method 
The data for that particular research is taken from the financial 
statements of the selected companies for the year 2014 to 2018. 
The financial statements of selected firms can be easily down-
loaded from company’s websites. The other sources of re-
search are online books and journals, library, financial maga-
zines and textbooks. 
4.4 Ratio Analysis: 
The ratio analysis provides the insights about various aspects 
of a company’s operating and financial performance in terms 
of profitability, efficiency, liquidity of the selected firms. For 
the financial analysis, these ratios are quite important and 
provide information that how well an organization is perform-
ing in terms of financial management (M Kanwal, 2017). 

4.4.1 Profitability Ratios: 
Profitability ratios are used to measure the overall profitability 
of the firms. There are different and various types of profita-
bility ratios but the most famous are Return on Equity and 
Return on Assets. Return of asset determines how much a 
bank earn against one dollar spent against is assets (A 
Mukhtar, 2017). They describe how well an organization is 
utilizing its financial assets and owner’s equity to manage its 
current and long-term liabilities. The following tables show 
the return on assets and return on shareholder’s equity for the 
year 2014 to 2018 of the five selected companies from fuel and 
energy sector of Pakistan (U Qazi, 2018). 
 
Table 1: Return on Assets of fuel and energy sector firms 
  

Details 2014 2015 2016 2017 2018 
Hubco Hub Power 
Plant 

1.8% 1.4% 2.1% 1.7 
% 

1.6% 

Kohinoor Energy 
Limited 

2.2% 1.8% 1.6% 1.3% 1.5% 

Kot Addu Power 
Company 

3.2% 2.9% 3.4% 1.8% 1.9% 

Pak Arab Refinery 
Corporation 

1.1% 1.4% 1.5% 1.8% 1.3% 

Pakistan State Oil 2.2% 3.1% 2.4% 2.6% 1.7% 
 
 
Table 2: Return on Equity of fuel and energy sector firms 
 
Details 2014 2015 2016 2017 2018 
Hubco Hub 
Power Plant 

31.8% 24.4% 26.1% 32.5 
% 

36.2% 

Kohinoor 
Energy Lim-
ited 

28.2% 32.8% 29.6% 36.2% 37.4% 

Kot Addu 
Power 
Company 

21.4% 23.9% 26.8% 28.2 
% 

26.4% 

Pak Arab 
Refinery 
Corporation 

32.4% 35.6% 29.4% 32.5% 36.4% 

Pakistan 
State Oil 

28.6% 31.5% 33.5% 38.4% 41.3% 

 

4.4.2 Liquidity Ratios: 
Liquidity ratios used to measure the organizational perfor-
mance in terms of managing their short term liabilities with its 
current assets. For this purpose current ratio and debt to equi-
ty ratio is used. The current ratio refers to firm’s capability to 
manage its current liabilities with current assets. The debt to 
equity ratio measure understand the company’s leverage to 
financial risk in terms of its liabilities with perspective of 
shareholder’s equity both of these ratios are real indicators of 
financial strength of organizations and draw a clear picture of 
effective financial management of the firm (SR Naqvi, 2018). 
 
Table 3: Current Ratios of fuel and energy sector firms 
 
Details 2014 2015 2016 2017 2018 
Hubco Hub Power 
Plant 

4.1% 3.4% 2.9% 3.3 
% 

1.8% 

Kohinoor Energy 
Limited 

3.1% 3.6% 3.4% 3.8% 2.2% 

Kot Addu Power 
Company 

2.8% 3.2% 3.3% 2.5 
% 

3.6% 

Pak Arab Refinery 
Corporation 

5.2% 4.5% 2.9% 4.3% 4.9% 

Pakistan State Oil 3.4% 2.9% 4.6% 2.2% 4.2% 
 
Table 4: Debt to Equity Ratio of fuel and energy sector firms 
 

Details 2014 2015 2016 2017 2018 
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Hubco Hub 
Power Plant 

224.25% 229.36% 228.34% 223.63 
% 

226.14% 

Kohinoor 
Energy 
Limited 

162.23% 169.52% 169.46% 172.36% 173.23% 

Kot Addu 
Power 
Company 

143.26% 138.36% 139.56% 145.63 
% 

144.89% 

Pak Arab 
Refinery 
Corporation 

221.23% 224.12% 228.63% 232.56% 223.46% 

Pakistan 
State Oil 

216.22% 221.23% 233.89% 231.78% 226.46% 

 

4.4.3 Efficiency Ratios: 
The efficiency ratios indicate about the efficiency of the organ-
ization and effective management of their cash flows, operat-
ing expenses and income and current and long term liabilities. 
In short it provides overall effectiveness of the firm to utilize 
their assets and financial resources in such a manner that they 
can produce optimal returns for the organization. In fuel and 
energy sector, most of the organization do not investment 
much that’s why they are unable the achieve return on in-
vestment and their cash and capital remained unutilized in 
their accounts. The higher value of efficiency means that fi-
nancial resources are utilizing efficient manner (AHMED, 
2017).  
Following are the two major ratios that indicate the efficiency 
of firms in fuel and energy sector of Pakistan: 
 
Table 5: Income to expense ratio of fuel and energy sector 
firms 
 
Details 2014 2015 2016 2017 2018 
Hubco Hub 
Power Plant 

18.4% 16.8% 15.4% 13.6 
% 

16.8% 

Kohinoor 
Energy Lim-
ited 

14.4% 13.6% 12.4% 14.2% 13.2% 

Kot Addu 
Power 
Company 

16.5% 18.4% 17.5% 15.3 
% 

13.4% 

Pak Arab 
Refinery 
Corporation 

18.3% 16.7% 17.3% 16.4% 18.2% 

Pakistan 
State Oil 

17.3% 18.2% 13.6% 16.2% 16.9% 

 
 
Table 6: Asset utilization ratio of fuel and energy sector 
firms 
 
Details 2014 2015 2016 2017 2018 
Hubco Hub 
Power Plant 

25.4% 21.2.% 22.3% 26.4 
% 

24.2% 

Kohinoor 
Energy 

17.4% 15.6% 16.2% 18.3% 19.6% 

Limited 
Kot Addu 
Power 
Company 

23.7% 25.8% 21.6% 22.4 
% 

23.5% 

Pak Arab 
Refinery 
Corporation 

19.5% 18.9% 20.5% 19.6% 21.2% 

Pakistan 
State Oil 

24.2% 22.8% 21.6% 23.8% 25.9% 

 

5 RESEARCH FINDINGS 
 
The ratio analysis is conducted to analyze the financial per-
formance and efficiency of firms belongs to fuel and energy 
sector of Pakistan. The findings revealed that these firms are 
doing well in terms of profitability, efficiency and effective 
utilization of their financial resources. The ratio analysis is a 
very reasonable approach to measure the financial stability of 
the firms and to analyze their financial management, which is 
major reason for the success of an organization. There is in-
crease in profitability and growth of fuel and energy sector 
firms in the year 2014 to 2018, still there is a need to manage 
the gaps of production to match the consumer needs (MS 
Javed, 2016). 
 

6 CONCLUSION 
 
Financial analysis of fuel and energy sector of Pakistan was 
conducted during the research. For this purpose five compa-
nies were selected from this sector and ratio analysis was used 
as measure to analyze the financial performance, stability and 
growth of these firms. The results revealed that firms are per-
forming well and have tendency to grow in the upcoming 
years. Similarly, there is a need to effective utilization of re-
sources to get better return on investment and to meet the re-
quirement of the users. 

7 RECOMMENDATIONS 
On the basis of above conclusion, there are some recommen-
dations against the areas of improvement of fuel and energy 
sector financial performance: 
 

1- The fuel and energy sector firms should in-
crease the production capacity to cater the 
needs of the users. 

2- The companies can make use of their financial 
assets such as capital and fixed assets for fi-
nancing their ongoing and new projects to earn 
more profit and market share. 

3- There should a need of effective fund manag-
ers in fuel and energy sector firm, who can 
make investment in diversified portfolio to 
minimize the risk and gain maximum return on 
investment. 

IJSER

http://www.ijser.org/


International Journal of Scientific & Engineering Research Volume 10, Issue 2, February-2019                                                                                                    960 
ISSN 2229-5518  

IJSER © 2019 
http://www.ijser.org 

4- Most of the organizations in fuel and energy 
sector are utilizing the old machinery and 
equipment that results in the low production 
capacity and huge repair and maintenance ex-
penses. The need of the hour to import latest 
plant and equipments to minimize the cost of 
repair and maintenance and enhance produc-
tion of fuel and energy sector firms in Paki-
stan. 
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