


Our Vision

To be the premier customer driven, environmental friendly, enterprise in the petroleum and related industries in the region

while contributing towards the prosperity of our nation.

Our Mission

To achieve excellence in petroleum refining, sales and marketing of high quality products through a loyal and efficient dealer
network and by providing total solutions and services exceeding customer expectations, while utilising a high technology base
for growth and development of the enterprise by employee participation and innovation and maintaining high ethical norms in

all its activities with highest concern for health, safety and environment and meet the expectations of the stakeholders.
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About Us

The Ceylon Petroleum Corporation was set up as a State Enterprise under an Act of Parliament No. 28 of 1961 and further amendments to
the Act carried out subsequently. The Corporation’s main objectives are “to carry on business as an importer, exporter, seller, supplier and
distributor of petroleum products, to carry on the business of exploring for, exploiting, producing and refining petroleum products and to carry

on such businesses as may be incidental or conductive to the attainment of these objectives”.

With the intention of conserving foreign exchange, the Corporation built a 38,000-bpd refinery in 1968, whose capacity was subsequently
increased to 50,000-bpd.

In 1969, the Corporation’s lubricating-oil blending plant commenced operations in Kolonnawa. CPC entered the businesses of aviation
refuelling and bunkering in 1971, following further amendments to the CPC Act, and also entered the agricultural-chemicals business in

competition with the private sector.

In line with Government privatisation policies, Ceylon Petroleum Storage Terminals Limited was incorporated in year 2003 to own and operate

the storage and distribution facilities of CPC. The Corporation currently owns one-third of the shares of this Company.

CPC'’s Board of Directors reflects its State ownership. It comprises Government nominees who are professionals from a variety of disciplines.

The Ministry of Finance is also represented on the Board.
In 2007, the Corporation had 2,686 permanent and 245 casual employees.

CPCis the leader in petroleum product manufacture and marketing in Sri Lanka. In 2007, the Corporation’s refinery operated 350 stream days
and processed 1,899,079 metric tons of crude oil. Middle distillate recoveries as a percentage by weight of crude oil intake amounted to 38.7%;

own-use and handling losses amounted to 4.3%.
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Rs. Mn Rs. Mn %
300,000 10,000 5
250,000 8,000 4
200,000 6,000 3
150,000 4,000 2
100,000 2,000 I 1
50,000 0 0 -
03 04 05 06 07 (00 03 04 05 06 07 O 43 04 05 06 07
2007 2006 %
Rs.Mn Rs. Mn Change
Gross Turnover 253,344.38 211,012.85 20.06
Gross Profit 16,640.83 9,535.66 74.51
Profit/(Loss) before Tax 3,984.18 (1,915.03) 308.05
Profit/(Loss) after Tax 2,862.34 (946.22) 402.50
Issued Share Capital 1,000.00 1,000.00 -
Investment 2,500.00 2,500.00 -
Net Current Assets 15,138.46 14,519.33 4.26
Earnings/(Loss) per Share - Rs. - - -
Net Assets per Share - Rs. 12.32 11.87 3.79
Market Value per Share 31st December - Rs. - - -
Net Income/(Loss) to Net Turnover % 0.012 (0.005) 340

Return on Average Net Assets % 0.23 (0.08) 387.50



Chairman & Managing
Director’s Review

Movement of Crude Oil Prices
nternational oil prices continued rising in 2007, starting
from $ 50 per barrel and increasing to $ 90 per barrel.
Factors behind this steady increase included the emergence

of China and India as super commodity consumers, a weaker
US Dollar and its impact on OPEC's pricing strategy, rising
geopolitical risks, the increased frequency of extreme weather
events and its effect on energy demand, and the migration of
new risk capital into commodity markets.

| continue to believe that this upward price trend is influenced
in significant proportion by fundamental factors rather than
speculation, and the Sri Lankan economy has to be adjusted
to accommodate the impact of high oil prices for many years

to come.

Financial Performances
The Corporation recorded a profit of Rs. 2.8 Bn in the financial
year 2007. Efficient operations at the refinery, effective usage
of storage capacity, strategic procurement decisions, timely
adjustment of domestic fuel prices and effective management

of foreign exchange all contributed to this result.

The refinery contributed in a profit of $50 Mn for the year;
however, the discounted rates extended to the Ceylon
Electricity Board, as proposed by the Treasury, offset the
earnings to the tune of Rs. 5.8 Bn. The sale of kerosene at less

than cost created a further revenue loss of Rs. 2.7 Bn.

The mounting debts of the CEB and other Government
agencies is a critical issue to CPC; these debts totalled
Rs. 26.025 Bn as at 31st December 2007. However, these

debts were subsequently settled by intervention of the Treasury.
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A positive factor throughout the year
was the stability in the Rupee value,
which depreciated against the Dollar by
only one per cent when compared to the
previous year. Effective management

of foreign exchange exposure earned an
income of Rs. 933 Mn during the year.

As instructed by the Treasury and the
Central Bank, CPC has limited foreign
exchange outflows to the agreed figure
of $ 1.8 Bn while restructuring its

debt portfolio.

In total, the Corporation made a massive
contribution of Rs. 32 Bn to Government

revenue during the year under review.

Serving the Nation
Arising from our vision, CPC is
committed to contribute towards
the prosperity of our country. In this
connection, | am proud to announce
that the Corporation maintained steady
prices through the last five months of
the year despite an international oil
price increase of 28% over the same
period. In addition to thus protecting
the nation from the greatest oil price
surge in history, the Corporation also
granted a massive discount of Rs. 5.8 Bn
to the Ceylon Electricity Board, thus
helping maintain steady energy prices
for Sri Lankan consumers despite the
Board’s poor payment patterns. As a
Government-owned enterprise, CPC
successfully undertook to provide
uninterrupted fuel supplies to Sri Lanka
Railways and the Armed Forces, helping
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these organisations discharge their
responsibilities to the nation. In addition,
the Corporation continued to supply fuel

island-wide, even in ‘uncleared’ areas.

It is also important to note that CPC is
the only organisation providing energy
for the poor in the form of kerosene. It
is sold at a subsidised price, from which

the revenue loss in 2007 was Rs. 2.7 Bn.

CPC is determined to guarantee the best
possible domestic energy prices while
transferring all internally-generated cost
advantages to the national economy.
Thus we improved our pricing policy
with respect to agrochemicals in order
to protect farmers from the effect of
unusually inflated prices.

As a responsible corporate citizen, CPC is
fully aware of its obligation to minimise
environmental pollution and is concerned
about environmental safety, especially

in terms of the handling and usage of
petroleum products. In line with world
environmental standards, it has developed
plans to modernise the refinery to deliver
products at lower environmental impact,
as well as to produce low-sulphur diesel

and furnace oil.

Strategic Priorities
We have clearly identified our strategic
priorities as the effective and efficient
operation of the refinery, optimum
utilisation of storage facility, the
implementation of efficient procurement

practices and effective risk management.

In order to provide timely and accurate
information to experienced managers
who are well aware of their priorities,
CPC has embarked on an ERP project
in association with Ceylon Petroleum
Storage Terminals Limited (CPSTL),
the project owner. The new ERP system
is planned for operationalisation in
early 2009.

Many meetings and discussions have
been held with the security personnel,
CPC staff, surrounding neighbourhood
and the general public with regard to

securing CPC's assets.

In January 2007, when the international
oil prices were at the lowest for the year,
CPC was able to maximise its stock
position utilising storage capacities

successfully at Muthurajawela Tank Farm.

Our current refinery expansion project

is the most critical element in CPC’s
future sustainability. We are proud to
announce that the Government of Iran
has come forward to help us finance

and implement this project. President
Mahmoud Ahmadinejad of the Islamic
Republic of Iran visited the Sapugaskanda
Refinery on 29th April 2008 to sign a
Memorandum of Understanding and to

lay the foundation stone for the project.

New Markets
CPC has taken initial steps towards
re-entering into the bunkering, lubricant
and domestic LPG markets. Commercial

operations in all these businesses will



commence in 2008. Our intent is to
provide value and generate sufficient
margins to enable us to cross-subsidise

our mainstream customers.

We have also planned to revitalise

our agrochemical business by the
introduction of more farmer friendly
pricing scheme for our products and
opening a number of CPC owned outlets
in the farming areas

New CPC Head Office Building

In the year under review, the Corporation
commenced construction of a new
state-of-the-art Head Office building at
Dematagoda at a cost of Rs. 1.5 Bn. The
project is planned for completion in 2010.

Corporate Governance
In our efforts to enhance corporate
governance, we have empowered our
internal audit function with professionals
and experts in finance and the oil
industry. These experts are currently
working to develop stronger internal
controls and help us increase operational
and financial transparency.

An Audit Committee, which consists of
three Board Members, has been appointed
to bring our corporate governance in par
with global standards.

A new Transfer Committee has also
been set up to look into personnel issues
pertaining to staff transfers and make

appropriate suggestions to management.

Corporate Social Responsibility
Corporate Social Responsibility is
our main focus of attention and all
attempts are made to meet the needs
of the entire nation at the least possible

cost to the consumer.

As mentioned above, fuel supplies are
made even to ‘uncleared areas’ in the
Northern and Eastern Provinces and also
guarantee uninterrupted fuel supplies to

Government institutions at any cost.

We are currently in the planning process
to enter a joint venture with a foreign
technical provider that will convert
garbage polythene to bunkering fuel.
The raw material will be unprocessable
garbage polythene which is a serious
environmental threat. The project is
proposed to commence in 2009.

Looking Ahead to 2008

As mentioned previously, we eagerly
look forward to the implementation

of the refinery expansion project.

We are also in the process of preparing a
10-year plan in line with the national
budget strategy.

It is very likely that fuel oil market in
Sri Lanka will be much competitive

in the coming year. However, with
our committed and experienced
management team, with clear market
leadership and a knowledgeable and

experienced workforce, there is every

reason to believe that the coming year
too will be yet another outstanding year
for CPC.
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W\—M
Ashantha L.F. De Mel

Chairman & Managing Director
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Board of Directors
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A.L.F. de Mel

Mr. Ashantha de Mel gained world renown
representing Sri Lanka in international
cricket. He is also a professional bridge
player, and has represented his country

internationally at this game as well.

Before he assumed duties as Chairman

at Ceylon Petroleum Storage Terminals
Limited in June 2006, he served as General
Manager at industrial plants belonging

to the Hoodvian Group, a business
conglomerate based in the south of

Sri Lanka, and subsequently as Managing
Director of Asia Couture, a subsidiary of

Asia Capital.

Mr. de Mel is currently Chairman of the
National Selection Committee of the
Sri Lanka Cricket Board.

S. Rajakaruna

MBA (Cranfield) UK, MCIM (UK)
Mr. Rajakaruna worked for over 30 years at
the London Offices of Citibank, taking on
various roles relating to corporate banking,
risk management, finance and marketing
with customers in Scandinavia, the UK and
Europe. He has also undertaken various
assignments covering audit, product
management and treasury activities
relating to Citibank portfolios in the US,
South Africa and Asia. He joined Bank
of Ceylon as Chief Financial Officer in
August 2006 with a mandate to manage
all financial aspects and strategic issues
impacting the Bank. He was appointed
to the Board of the Ceylon Petroleum
Corporation in May 2007.

M.D. Wijegoonawardane
FIFS (UK), MCIM

An accountant by profession and a member
of the Chartered Institute of Management,
Mr. Wijegoonawardane has been a Director
of the Ceylon Petroleum Corporation and of
Ceylon Petroleum Storage Terminals Limited
from April 2004. Between 1975 and 1990,
he occupied key positions in accounting
and financial management in a number of
Government Corporations and companies
under the Ministries of Industries, Agriculture,
Food and Defence. Moving thereafter to
the private sector, he held key general
management and corporate affairs positions
in leading private sector companies. He holds
a postgraduate diploma in international
trade law and practices relating to shipping,
aviation, international contracts and logistics
(University of Colombo).

K. Wijetunge
Mrs. Wijetunge is a senior officer of
the Sri Lanka Administrative Service
and currently functions as Additional
Secretary to the Ministry of Petroleum
and Petroleum Resources Development.
She is a science graduate with a Master’s
degree in public administration and was
a recipient of the prestigious Hubert H.
Humphrey Fellowship, funded by US State
Department, under which she followed
a year-long professional enrichment
programme in the United States. She
has held a number of senior managerial
positions in key Ministries including
Labour and Employment, Women'’s Affairs,
Economic Reforms, Science and Technology
and Media and Information and has
represented Sri Lanka in several important
international forums.

Mrs. Wijetunge has served on the boards of
management of several public enterprises
and academic institutions, among them

the Development Lotteries Board, Open
University of Sri Lanka and National Institute
of Library and Information Science. She has
published a number of papers under different
themes and authored the book Women and
Human Rights, published in 1999.

She was appointed to the Board of the Ceylon
Petroleum Corporation in February 2006.

Capt. Nihal Keppetipola
A Master Mariner, Capt. Keppetipola is
President of the Sri Lanka Branch of the
Nautical Institute, an international body
headquartered in UK and Additional Managing
Director of the Sri Lanka Ports Authority.

Capt. Keppetipola was appointed to the
Board of the Ceylon Petroleum Corporation
in July 2007.

D.C. Gooneratne

CIMA (UK, Associate)
Mr. Gooneratne worked for a period of
three years as head of finance and audit at
Citibank, Colombo, and thereafter joined
the Development Finance Corporation of
Ceylon, which later became DFCC Bank. He
has served as a consultant to the Ministry
of Environment and Natural Resources and
was a member of the Council of the Central
Environment Authority. He was a recipient
of a Presidential Award for Excellence in
2005 for the wildlife sector.

He is currently a Director of Lanka Cement
Limited. He was appointed to the Board

of the Ceylon Petroleum Corporation in
February 2006.
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Corporate Management Team

1. Mr. B.C. Jayawardene - Refinery Manager
2. Mr. Lalith Karunaratne - Deputy General Manager (Finance)

3. Mr. S.K. Cyril - Deputy General Manager (Administration)
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Senior Management Team

1 2 3 4 5
6 7 8 9 10
1 12 13 14 15
16 17 18 19

1. Ms. Geetha Fonseka - Chief Legal Officer 2. Mr. Sunil Gamage - Operations Manager (Aviation) 3. Mr. Nihal Goonasekera - Head of Secretariat
4. Mr. Justin Silva - Marketing Manager (Retail) 5. Mr. A.R. Abel - Manager (Marketing & Business Development)

6. Mr. Hemantha Samarawickrama - Manager (Engineering & Premises) 7. Mr. Sarath Kottahachchy - Commercial Manager

8. Mrs. H. Seneviratne - Manager (Supplies) 9. Mr. Samantha Vithana - Personnel Manager 10. Mr. Sarath Perera - Internal Audit Manager

11. Mr. A. Lambiyas - Manager (Agro Chemicals) 12. Mr. K.S.K. Ettipola - Deputy Refinery Manager (Electrical)

13. Mr. Neil Jayasekera - Deputy Refinery Manager (Maintenance & Projects) 14. Mr. Nihal Fernando - Deputy Refinery Manager (Technical Services)
15. Mr. E.M. Piyasena - Deputy Refinery Manager (Manufacturing Operations) 16. Mr. A. Abeywardena - Manager (Economics & Scheduling)

17. Mrs. R.T.A. Dabare - Finance Manager 18. Maj. M.R.S.P. Samarasinghe - Manager (Security)

19. Mr. Wasantha Abeysekera - Deputy Operations Manager (Sapugaskanda Terminal)
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Business
Review

Crude Distillery Unit

Industry Overview
2007 was a volatile year for the oil
industry. In spite of this, CPC performed
well, recording a profit of Rs. 2.8 Bn.

The year saw sharp increases in
international oil prices. This was due
largely to continuing geopolitical
tensions and supply uncertainties.
Refining margins were unpredictable but
improved throughout the year. Global

refining capacity remained tight.

Worldwide, oil demand increased by
1.2% to 85.7 Mn bpd, up from 84.7 Mn
bpd in 2006. This worldwide increase in
energy demand was due in part to the
burgeoning economies of China and
India, which are entering a more energy-
intensive phase of their development,
and partly to the natural consequences
of a growing world population.
Increasing demand means that
conventional supplies of oil and gas will
be taxed and greenhouse gas emissions

will continue to rise in the future.

Refinery Operations
The most important strategic initiative
undertaken by the Corporation in 2007
was to convince the Government to
make timely adjustments to domestic
product prices. This enabled CPC to
cover its operating costs through

domestic sales. The initiative was
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undertaken in line with Government
policy following the abolition of the
fuel subsidy in July 2006. As a result,
CPC made a profit of Rs. 2.8 Bn over the
financial year 2006 despite the need to
continue supplying fuel to the Ceylon
Electricity Board at very concessionary
rates in line with Treasury direction, at a
cost to CPC of Rs. 5,858 Mn.

Other moves, too, contributed to make
2007 a successful year for the refinery.
The decision to change the throughput
crude mix to optimise profitability was
very successful. Had all storage tanks been
in usable condition, it would have been
possible to increase profitability even
further by exploiting the procurement

advantages of timely purchase.

Expansion Programme
The CPC refinery currently processes
50,000 barrels of crude oil per day. Once
the expansion programme currently
envisaged is carried out, this throughput
will increase to 100,000 barrels per day,
or some 90% of the country’s refined-
product requirement. Based on current
figures, this would save Sri Lanka some
USS 75 Mn in foreign exchange every
year. Other savings could be effected
through improved value addition at
the present refinery. There is, in fact,

significant potential for this.

The expansion programme will also
make better use of existing resources,
such as the Corporation’s offshore
pipeline and the buoy, storage
infrastructure and water intake, as

well as undeveloped land at the
Sapugaskanda Refinery. Investing in
refinery operations is the Corporation’s
top priority: funds for this have already
been earmarked from the financial and
technical assistance package offered to

Sri Lanka by the Government of Iran.

With improved refining capacity,
profitability would be further increased
if domestic crude oil resources are
discovered and developed under the oil
exploration programme conducted by
Ministry of Petroleum and Petroleum
Resources Development. With the
success of this programme, the refinery
would be able to draw on relatively less-

costly domestic supplies.

CPC’s planned expansion includes
investment in a new, state-of-the-art
head office complex at Dematagoda.
The need for a new head office is
vital: the current location is a rented
property in the centre of the city,
which is not only expensive but also
provides unsatisfactory access to

the Corporation’s storage facilities

at Kolonnawa and Muthurajawela.
Dematagoda is the ideal location from

which to co-ordinate these two facilities.



Muthurajawela Terminal

2007 was a volatile
year for the oil
industry. In spite of
this, CPC performed
well, recording a
profit of Rs. 2.8 Bn.

Also planned is a programme of
modernisation for CPC fuel marts all
over the country, a necessary step in the

face of competitor activity.

The Corporation will also re-enter the
lubricant, LPG and bunkering markets

in 2008. Ceylon Petroleum Storage
Terminals Limited, a profitable subsidiary
company, is expected to invest around
US$ 120 Mn in two major pipeline

projects in the coming year.

Supply - Chain Operations
CPC imports most of its crude oil
requirements from Iran, while refined
products are obtained mainly from India
and Singapore. In 2007, the following

quantities were purchased:

Product Mn Barrels
Crude Oil 14.20
Gas Oil 7.49
Gasolene 1.78
Jet A-1 1.43
Furnace Oil 191

The critical supply issue currently facing
the Corporation concerns access to the
Colombo Harbour for product ships,

slow unloading capacities and inefficient
pipeline networks. Inadequate pipelines
also prevent the Corporation from making
full use of its storage capacity and result

in product losses by way of downgrading.

Another issue arises from the isolation
of the Muthurajawela storage facility.
In order to optimise capacity utilisation,
the new tank farm at Muthurajawela
needs to be connected with Kolonnawa
and the Port of Colombo. This project
will also reduce the risk of shortages
and environmental threats arising from

damages to the old pipeline system.

Agrochemical Sales
CPC began distributing and marketing
agricultural chemicals some three decades
ago. The Corporation’s motive in doing
so was not profit but a desire to facilitate

improvements in farming methods.

The Corporation’s Agrochemical Sales
Unit currently markets six insecticides,
five weedicides and four fungicides
island-wide using several distribution
channels. Ceypetco Glyphosate
weedicide performed particularly well
this year; there is increasing demand for

this product.

In accordance with the Api Wavamu
Rata Nagamu national agricultural
programme launched by the
Government, CPC plans to establish
several new sales outlets in agricultural
districts of the island, beginning with
outlets at Ampara and Polonnaruwa.
These outlets will issue products to

farmers at wholesale prices, reducing
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Katunayake Aviation Section

Orugodawatta Tank Plant

costs for the farming community. A new
sales outlet in Kandy, which opened in
2006, is now successfully carrying out

marketing activities there.

In 2007, CPC reduced prices on all

its agrochemical products in order to
support the farming community.

These discounted prices had corollary
effects on competitors’ product pricing,
which has resulted in CPC becoming a

market stabiliser.

Training sessions and workshops on
promoting agrochemical products
among the farming community were held
during the year for the Corporation’s
field staff. CPC also targets educational
efforts at the farmers themselves,

with the aim of encouraging them

to purchase the Corporation’s own

agrochemical products.

It is planned to obtain ISO approval for
the Corporation’s Agrochemical Plant

during the coming year.

Aviation Fuel Sales
CPC'’s Aviation Sales Unit markets
and supplies fuel to international and
domestic flights and also to military air
bases in Sri Lanka. With over thirty years’
experience in aviation fuel sales, the
Corporation has built a solid reputation

as a reliable supplier.
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In the year under review, major aviation-
fuel operations were carried out at the
Katunayake and Ratmalana airports and
military installations. However,

the country’s political problems
prevented CPC from handling operational
activities at domestic airports and
military air bases in the North and East.
At present, these activities are being
conducted by the Sri Lanka Air Force (SLAF).
CPC continues to supply fuel, train SLAF
staff and maintain the quality of products
and equipment at airports in the North

and East.

Aviation fuel sales accounted for

9% of CPC’s overall sales in the year
under review. Sales volumes remained
constant, with zero variance between
2006 and 2007. The Corporation made
profits of Rs. 585 Mn from aviation sales
in 2007.

Aviation-fuel handling in Sri Lanka is
currently carried out under a technical-
service agreement with Chevron Global
Aviation, Dubai. CPC’s Aviation unit
follows Chevron Global Standards; its
operations are in line with the highest

international standards.

Diesel
This product category generated the
largest sales volume in the year under
review, constituting 43% of CPC'’s

overall sales. In all, 1,719.73 Mn litres of

diesel were sold in 2007 as compared
to 1,578.37 Mn in 2006. Sales thus rose
by 9%. This increase, which follows

a dip in sales volumes in 2005 and
2006, can be attributed to low rainfall
in 2007, which markedly reduced the
hydroelectric generating capacity on

which the national grid partly relies.

However, since diesel prices are
subsidised, these high sales actually made

a loss of Rs. 1,974 Mn for the Corporation.

Despite the subsidy, it was necessary to
raise domestic diesel prices from

Rs. 60/- to Rs. 75/- per litre over the
course of 2007 in order to cover the
increase in import prices. Diesel prices in
Sri Lanka during 2007 were lower than
in India, Bhutan or the Maldives, though
higher than in Bangladesh and Pakistan.

The breakdown of diesel sales according
to district remained consistent with
previous years. Sales volume was
significantly higher in Colombo than

in any other district, with Gampaha,
Kurunegala, Kandy and Kalutara all

performing well.

Petrol
CPC'’s petrol sales trends saw a 4%
increase between 2006 and 2007. 502
Mn litres of petrol were sold in the year
under review, thus accounting for 12%

of CPC’s overall sales by volume. As CPC



LPG Filling Operation

makes a profit of Rs. 6.75 per litre of
petrol, the overall profit generated by

petrol sales was Rs. 3.39 Bn.

Colombo predictably saw the highest
sales volume of petrol, with 141,943,762
litres sold in 2007, while Gampaha fared
well with a total volume of 76,099,330
litres. Notably, there was a marked drop
in the sales volume of petrol in both

Jaffna and Vavuniya.

Petrol prices in Sri Lanka are currently
higher than those in Bhutan, Bangladesh,
Pakistan and the Maldives, though still

considerably lower than in India.

Kerosene

Kerosene constituted 5% of CPC’s

overall volume sales in 2007.

Towards the latter half of the year,
international prices rose considerably,
reaching heights of US$ 116.94 per barrel.
These high world market prices had their

inevitable effect on domestic prices.

Partly due to these price increases, 2007
saw a 14% drop in kerosene sales. The
closure of ground routes to Northern
and Eastern Provinces where kerosene

is used as an alternate source of energy,

also contributed to the decline.

In Colombo, volume sales of kerosene
fell from 50,089,011 litres in 2006 to
34,372,620 in 2007, the lowest in three
years. Vavuniya, conversely, saw a 4 Mn-
litre increase in kerosene sales between
2006 and 2007.

Fuel Oil
Fuel oil sales accounted for 25% of CPC'’s
overall sales in 2007. The Corporation
sold 1,039 Mn litres of fuel oil compared
to 960 Mn litres in 2006, an 8% increase.
This growth in sales was due in part to
low rainfall in 2007, which led to greater

use of generators.

Other Fuel-Related Products

Sales of other fuel-related products -
namely furnace oil and naphtha - made
up 6% of CPC’s total sales in the year
under review. Like diesel, these are
subsidised products. Thus, despite the
high sales figure of 194 Mn litres in

2007, the Corporation made a loss of

Rs. 2,156 Mn on furnace oil sales; similarly,
naphtha sales of 123 Mn litres brought
the Corporation a loss of Rs. 1,585 Mn.

Bitumen Filling
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Financial
Review

Results of Operations
CPC achieved a net profit of Rs. 2,862 Mn
compared to the previous year’s loss of
Rs. 946 Mn (restated). This profit was
consequent to improved refining profits,
timely revision of domestic prices and
effective usage of storage facilities
to secure a strategic stock position,
especially at the beginning of the year.
An exchange gain of Rs. 933 Mn (net) also
contributed to improved profitability in
year 2007.
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Results reported in 2007 and comparative figures for 2006 are provided below:

Income Statement

Revenue

Cost of Sales

Gross Profit

Other Operating Income
Selling & Distribution
Administrative Expenses
Finance Charges
Profit/(Loss) for the year
Taxation

Profit/(Loss) after Taxation

Product 2003

Mn Ltrs
Petrol 444.03
Diesel 1,853.80
Kerosene 235.03
Furnace Oil 724.22
Jet A-1 174.45

2007 2006 (Restated)

Rs. Mn Rs. Mn

238,364.361 196,766.550

(221,723.535) (187,230.902)

16,640.826 9,535.658

1,789.244 1,289.835

(10,052.825) (8,290.821)

(1,288.705) (2,068.991)

(3,104.359) (2,380.710)

3,984.181 (1,915.029)

(1,121.844) 968.809

2,862.337 (946.220)

Sales Growth

2004 2005 2006 2007
Mn Ltrs Mn Ltrs Mn Ltrs Mn Ltrs
460.31 438.99 483.01 502.05
1,908.83 1,586.08 1,578.37 1,719.95
218.78 266.60 250.24 214.45
813.93 1,025.96 960.92 1,039.11
214.66 215.91 234.68 251.55



CPC's pricing policy is
to achieve break-even
profitability while
shielding consumers
to the best extent
possible.

Sales Volumes

Product 2007 2006 Increase/
Mn Ltrs Mn Ltrs (Decrease)
Petrol 502.05 483.01 4%
Diesel - Power Plants 42750 242.50 12%
- Transport 1,292.45 1,335.87 (3%)
Kerosene 214.45 250.24 (14%)
Fuel Oil 1,039.11 960.92 81%

Jet A-1 251.55 234.68 -

It was noticed that petrol and diesel

SALES GROWTH ) )
Mn Lirs consumption for transportation had
2,000 increased by four per cent. Rainfall

)

1,500
1,000

500 . =
:>.é=r—<|

03 04 05 06 07

B Petrol M Kerosene W JetA-1
M Diesel Furnace Oil

was the main factor affecting diesel
and furnace consumption. The closure
of the ground route to Jaffna through
Kilinochchi was partly responsible for the

drop in kerosene usage.

Administrative Expenses
An exchange gain of Rs. 743.21 Mn
compared to the exchange loss of
Rs. 1,019.40 Mn in 2006 is the main
reason to show reduced administrative

expenses.
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Pricing Policy
The Government withdrew subsidies
on domestic petroleum processing on
1st July 2006, following which CPC was
obliged to set domestic fuel prices with the
concurrence of the Ministry of Petroleum

and Petroleum Resources Development.

For political reasons, it is difficult

for CPC, a State-owned entity, to

cover the ever increasing cost of
production and distribution by retail
sales. In cognisance of this, CPC has
maintained stable domestic price levels,
even during the second half of 2007,
when oil experienced its highest-ever
international price surge (from 29th
July 2007 to 13th January 2008). In thus
taking CPC the brunt of these increases,
shielding consumers from them, the
Corporation has been forced to absorb

considerable financial loss.

CPC's pricing policy is to achieve
break-even profitability while shielding

consumers to the best extent possible.
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Liquidity
Working-capital management plays a
vital role in the business of refining and

marketing petroleum products.

CPC's stock position and receivables
increased by Rs. 26 Bn, financed by
increased supplier’s credit and the
renegotiation of importing loans. CPC
understands that the country cannot
afford to run out of petroleum product
stocks. The Corporation recognises
and accepts its basic responsibility to
guarantee the energy security of the
country. However, Government debts
to the Corporation have now risen to
a level that seriously threatens CPC'’s
liquidity position and thus its ability to
maintain sufficient product stocks to

maintain energy security.

Institution Outstanding as at
3112.2007

Rs.Bn

Ceylon Electricity Board 20.0
Sri Lanka Railways 1.8
Armed Forces 4.0
Total 25.8

Outstanding as at
3112.2006
Rs. Bn

11.6
0.9
2.4

14.9



In total, debts from the State sector rose

by Rs. 10.9 Bn during the financial year.

We maintain constant dialogue with the
Treasury over this issue; the Treasury

has promised that outstanding from the
Armed Forces and Sri Lanka Railways will
not be allowed to increase before the
end of 2008 and that remittances from
CEB will improve significantly as a result

of recent tariff increases.

More recently, enhanced diplomatic
relations with the Government of Iran
also helped improve CPC’s liquidity
position, when the government of that
country extended supplier credit on
crude oil by another 90 days. This facility
improved our liquidity position by

US$ 450 Mn.

Risk Management
CPC currently purchases between
US$ 150 Mn and US$ 200 Mn monthly,
mainly from the two State banks.
Proceeds from sales are mainly in Rupees,
a fact that exposes the Corporation to
foreign-currency risk. CPC's strategy is
to convert the greatest possible sum of
Rupees into Dollars daily in consultation
with the Central Bank and the Treasury.
In this operation, CPC acts under a
double responsibility, supporting the
Central Bank while using the flexibility of
CPC’s Dollar requirements to manage the

exchange rate.

We track opportunities for Rupee/
Dollar swaps, which have recently
been authorised by the Central Bank.
However, this market is not large

enough to meet our requirements.
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Getting theigg
“Up Whereisgigyi
Belong”...

Hundreds of litres of our aviation fuel...
powering the phenomenal thrust of
jet engines... put countless aircraft,
carrying thousands of passengers...

in the sky.



Ceylon Petroleum Corporation



Sustainability
Report

Corporate Social Responsibility
Ceylon Petroleum Corporation is
committed to guarantee the energy
security of the country and to fulfil the fuel
requirements of every citizen, delivering
the best possible value while doing so.

As part of this commitment, CPC will
shortly undertake a planned upgrade and
expansion of its refinery, saving foreign
exchange on the country’s fuel bill and

passing the benefits on to consumers.

While the Corporation does not undertake
specific projects under the banner of
corporate social responsibility, it delivers

a prime national and social benefit of
universal value. Social responsibility is thus

at the very core of the enterprise.

Distribution of Kerosene at a
subsidised price

Kerosene is the energy source of the
poorest Sri Lankans. CPC meets the
entire national demand for this product,
writing off the massive cost of doing

5o (Rs. 2,558 Mn in FY 2007) against
refinery profits in order to keep kerosene

affordable for this consumer group.

Providing Fuel to the CEB at
fixed prices

In an effort to keep Sri Lankans’
electricity bills as low as possible, the

Corporation agreed in 2007 to provide
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fuel to the Ceylon Electricity Board at
prices fixed in January of that year - a
year that saw oil prices reach an all-time
high. However, thanks to this measure,
the CEB was able to keep electricity
tariffs unchanged in the year 2007, at a
cost of Rs. 5,858 Mn to CPC.

Agro Products

We market agricultural chemicals at
very reasonable prices, acting as a price
stabiliser in this competitive market.
With more agricultural chemicals outlets
opening in the Eastern and North-
Central Provinces soon, CPC is putting
new resources into its objective of
providing farmers with quality products

at very reasonable prices.

Supplier Relations
The Corporation has a dedicated
Procurement Division, which
is responsible for maintaining
uninterrupted fuel supplies to the
nation. Procurement procedures are
conducted according to guidelines set
by the National Procurement Agency.
CPC maintains registers of suppliers and
contractors and bids are sought formally

from registered suppliers.

Public notices and press advertisements
are issued for the supply of required

goods and services. Bids are opened

at a specified time by our authorised
officer in the presence of the bidders’
authorised representatives. A minimum
of three bids are called as part of the
selection procedure and suppliers are
assessed on their financial position,
quoted price and ability to undertake
the contract efficiently. Unsuccessful
bidders are informed that their bids have
been scrutinised and the award made
on the basis of the relative merits of the

offers received.

CPC has maintained good relationships
with suppliers of crude oil and refined
petroleum products over many years.

As aresult, the Corporation is able to
obtain attractive terms and longer credit
periods, both of which help the country

maintain stable exchange rates.

Creating Wealth for the Nation
CPC s a large commercial entity wholly
owned by the Government of Sri Lanka.
Commercial demands and Government
ownership imply a dual responsibility
to operate profitably, so that the
Corporation might be self-sustaining
over the longer term, equitably serving
the interests of the State as well as its
own customers, employees, suppliers,
the general public and the economy

at large.



Product Quality Testing

In 2007, CPC contributed Rs. 31,282 Mn
to the Government in terms of VAT, Excise

Duty, PAL and Turnover Tax.

Rs.Mn
VAT 9,213
Excise Duty 13,766
Turnover Tax 2,294
PAL & Customs Duty 6,009
Income Tax/Deemed Dividends 1,214
Total 32,496

In addition to these direct payments
to the Government, CPC supports the

nation in a variety of other ways:

a. Many employees trained by the
Corporation find work on short
and medium contract terms in the
energy industry overseas, earning

foreign exchange for Sri Lanka;

b. CPC supplies the Government
machine (mainly the Armed Forces
and Railways) irrespective of
settlement of dues on account of
the national importance of these

entities; and

c. CPCalso maintains comparatively
low fuel prices at Bandaranaike
International Airport in order to

attract more airlines to Colombo.

Customer Relations
Good customer relations is the prime
focus of CPC's business strategy. It is the
leading petroleum-product marketing
organisation in Sri Lanka, serving over
2,800 customers. Consistent monitoring
of good customer relations is an essential
requirement; and the only way to stay

abreast of our competitors.

To ensure good customer relationship,
CPC s investing substantially in the
development of information technology.
A well designed programme is already
on the way and nearing completion.

The latest development will facilitate
managers with timely and accurate
information, assisting them in effective
decision making. The system will provide
vital customer information up to date

of the account balances, credit facilities
available which would result in making
the ordering process smooth and

trouble-free.

The Customer Care Unit was set up to
identify, monitor and meet customer
needs with almost priority. Unit staff
meets periodically with petroleum-
product dealers and traders; matters

arising from these meetings are

Main Control Room

immediately attended to. The Sales and
Marketing team visits all filling stations

in the country on a monthly rotation
basis to assist with distribution work.
Meanwhile, the Maintenance Unit works
round the clock to serve the Corporation’s

customers.

Nine Area Offices are located island-wide

to attend to urgent customer issues.
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Pyrolysis
Project

An Important Sustainability
Initiative from CPC

The Energy Potential of
Thermoplastic Waste

As population and consumption
increase, waste disposal has become a
key issue in many countries. Sri Lanka is
no exception. However, what looks like
a problem when viewed from one angle
can be the solution to another problem
when looked at differently. This is the
thinking behind a new sustainability
initiative from CPC in which plastic
waste is made use of to solve another
burning issue - that of providing energy
for a growing economy and population.
With the help of technology sourced
from one of the world’s leading
providers, the Corporation intends to
turn waste into energy through a process

called closed-loop pyrolysis.

Scrap thermoplastic material, including
natural and synthetic rubber, is
traditionally disposed of in landfill. We
now know, however, that this method
of disposal can have bad long-term
environmental consequences. A better

solution is needed.

Pyrolysis - the use of very high
temperatures to change materials - has
been with us since the middle ages. In
the last century, it was used to produce
coke, a domestic solid fuel, and ‘town

gas’ for heating, lighting and cooking.
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More recently, it has gained prominence
as an accepted method for the disposal
of plastic and rubber waste by turning it
into fuel. Historically, commercial
pyrolysis has been a limited technology

because of:

e environmentally unfriendly emissions

from the process

e availability of the easy option -

landfill disposal
e cheap oil

e inadequate technology

Nowadays, sophisticated emissions -
‘scrubbing’ technology has made it
possible for pyrolysis plants to clean their
emissions to a standard superior to that
of incinerators. National environment
agencies are now recognising pyrolysis as
a clean option. It is certainly much cleaner
than disposing of plastics in landfill,
where they remain for decades and even
centuries, undergoing degradation and

damaging the environment.

The recent surge in crude oil prices

has made oil recovery from waste
thermoplastic materials through
pyrolysis commercially realistic (pyrolysis
currently becomes economically
competitive when crude oil rises in price
above US$ 35 a barrel). It also helps save
precious fossil-fuel resources, which the
world is now consuming at the rate of

80 Mn barrels per day.

Previously, pyrolysis technologies were
limited both in terms of the processes
used and in their ability to produce
saleable outputs. These obstacles have
been overcome through innovative
control systems, resulting in improved

performance and yields.

The Problems of Plastic Waste Disposal
in Sri Lanka

For Sri Lanka, with its dense rural and
urban population, waste is a serious
issue. This is especially true of Greater
Colombo, where the disposal system is
neither very sophisticated nor effective;
the city has faced serious waste disposal
problems in the recent past, and
mountains of garbage are sometimes
seen disfiguring parts of the city. Other
towns and cities in the country face
similar problems. Urban and municipal
councils are left with little choice when

it comes to the disposal of solid waste.

In Colombo, there are two main
collection points for solid waste. One

is at Kolonnawa, the main landfill site
outside Colombo, while the other is in
Colombo itself, at Bloemendhal Road. It
has been estimated that 6,000 tonnes
of thermoplastic waste is disposed of

in these landfills every day, consisting

mostly of:

e post-consumer plastic waste
e scrap tyres and other rubber waste

e coconut husk



Symphony Environmental
Technologies PLC is a world

leader in oxo-biodegradable plastic
technology, developing and supplying
environmentally-responsible d2w®
pro-degradant additives as well as
d2w® oxo-biodegradable plastic film
and rigid packaging products. It has a
diverse and growing customer base in
the UK and distribution agreements
with over 20 other countries
worldwide. Its d2w® products can
already be found in more than

50 countries.

Turning Mass into Energy

The Government and the Ceylon
Petroleum Corporation have now begun
collaboration on a project intended to
convert this mass of waste matter into
energy. For this purpose, the Corporation
has entered into contractual partnership
with a UK company, Symphony
Environmental Technologies PLC,

which will develop a closed-loop
pyrolysis facility to process Colombo’s

thermoplastic waste.

Symphony is an innovative
environmental-plastics technology
company and the world leader in ‘totally
degradable’ plastics. Its expertise in

environmental technology won it a

recent grant and contract from the UK
Government’. Building on its experience
in the field, Symphony is now moving
to develop environmental technologies
linked to plastics and other polymers.
The Company sees - huge opportunity
in the planned project, which will turn
Sri Lanka’s mountains of dirty, unsorted
waste plastics from a national liability

into a valuable energy resource.

Safety and Environmental Issues

Since the planned plant will be in the heart
of Colombo, safety is a prime concern.
This concern has been paramount in all
aspects of plant design. In particular, the

plant will be protected by:

e built-in high-temperature

compensators

e progressive lock-out mechanisms to
achieve fail-safe status and prevent

inherently dangerous restart situations

o high-quality operator training

Advantages of the Pyrolysis Process

e Complete recovery

Mixed plastics

Proven technology

EPA approved

e Continuous feed system

Minimal Environmental Impact,
Maximal Quality

Although most of the output of the plant
will be usable oil, the pyrolysis process
does result in the production of some
waste as well. The plant will minimise
this waste and manage it with minimum
environmental impact. The following

standards will be met at all times:

e stack emissions cleansed to

EPA standards
e no discharges to watercourses
e no solid-residue disposal requirements
o 125% tank farm bunding

o self-generating power supply

For validation as a quality output
meeting the standards of the industry,
the following quality assurance and

control measures will be undertaken:

e random grab sampling of liquid and

solid yields

tank balancing to standardise stocks.

o tank footprint testing prior to shipment

data logging and transfer

Additionally, project objectives include
certification and ongoing compliance
with 1ISO 9000 and ISO 14000 quality

standards.

1

‘UK rubber recovery project wins grant’, PRW.com, http://tinyurl.com/5d2gak
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Benefits to Sri Lanka

The benefits to the nation from this
CPCinitiative may be categorised under
three headings: Environmental, Financial

and Social.

On the Environmental side, the pyrolysis
project will help reduce the ever-
growing mountain of waste that blights
the beautiful landscape of Sri Lanka.
Internationally, Sri Lanka will be able to
publicise this innovation and strengthen
its position in environmental forums.
Another environmental benefit is the

reduced need for landfill sites.

Financially, the revenue both generated
and saved by recycling valuable
resources will benefit both the
Corporation and the national economy.
Even more important, turning waste
into oil by pyrolysis will help reduce oil

imports, saving foreign exchange.

On a Social level, the project will
contribute towards a cleaner and
friendlier environment for the
inhabitants of Colombo. Additionally,
it will employ some 42 people and,
indirectly, generate employment

opportunities for many more.
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Risk
Management

Financial Risks
Foreign Exchange Management
CPC currently purchases approximately
US$ 150-200 Mn monthly, mainly
from the two State banks to settle
suppliers of crude and refined petroleum
products. Its sales proceeds are mainly
in Sri Lanka Rupees. Therefore, the
Corporation is exposed to foreign-
currency risks. To mitigate this risk CPC
has adopted a strategy to convert,on a
daily basis, as many Sri Lanka Rupees as
possible into US Dollars in consultation
with the Central Bank and the Treasury.
In this operational process, CPC acts
with dual responsibility, supporting the
Central Bank while using the flexibility
of CPC’s US-Dollar requirements to help

manage the exchange rate.

The Corporation has been looking into
the opportunities arising from Rupee/
Dollar swaps, which have only recently
been authorised by the Central Bank.
However, the market is not yet large

enough to meet CPC'’s requirements.

Political Risks
Our Kolonnawa and Muthurajawela
installations were bombed on 29th April
2007 by the LTTE. This action highlighted
CPC’s vulnerability to political risks. The
Corporation’s installations at Katunayake
international Airport, Sapugaskanda

and Orugodawatta are all at risk in

this manner; according to reports of
the national security agencies, these

installations carry very high terrorist risks.

Comprehensive insurance cover has
been obtained on the storage, refining
and transportation of oil (by both land

and sea) by the process of public tender.

Despite this coverage, CPC participates
in regular meetings with security
personnel assigned to protect our
installations, along with Senior

Police Officers of the area. Vigilance
Committees have been raised in nearby
villagers and networks set up to educate
the inhabitants on the importance of
alertness and on the procedures and
methodology to follow when they notice

unusual behaviour and incidences.

The Corporation’s pipelines are now
subject to rigorous night patrols, while
the offshore buoy is secured by the Armed
Forces who have been assigned to protect

our installations with its neighbours.

Rehearsals are conducted frequently
to educate employees on the course of
action they should follow if installations

are attacked.
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Pump to Pulgsishs

With a network of 981 filling stations set
over the years, there are more filling stat
per kilometre than ever before... which

distance from ‘pump to pump’ is reducing



Ceylon Petroleum Corporation



Corporate
Governance

As the major supplier of fuel, one

of the key intermediary products of
the Sri Lankan economy, the Ceylon
Petroleum Corporation affects the lives
of all individuals and institutions in the
country. Considering the stakeholder
groups, the Board of Directors believe
in and are committed to the practice of
strong corporate governance, revising
governance practices to maintain the
highest standards in the operation of
the Corporation. The Board believes
that strong corporate governance
helps to discharge its responsibilities
relating to transparency, disclosure and
accountability. Moreover, they are of
the view that strengthening corporate
governance is a continuous process.
This section describes some of the
structures, processes and procedures
of corporate governance at the Ceylon

Petroleum Corporation.

Board of Directors
The Board of Directors comprises seven
members, including the Chairman, all
appointed by the Minister of Petroleum
and Petroleum Resource Development,
in accordance with the Ceylon Petroleum
Corporation Act No. 28 of 1961 and its
amendments. One such Director is a
representative of the Treasury (Ministry
of Finance). All the Directors are Non-
Executive Directors, except the Chairman

who is also the Managing Director.
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Subject to reappointment, the Directors
have initial tenures not exceeding a
period of three years on the Board.

In taking decisions, the Board obtains
relevant information from corporate
management and if required obtains

information from external professionals.

The Board of Directors is responsible
for conducting the business affairs of
the Corporation, while adhering to the
statutory requirements under which
the Corporation is governed. They are
also responsible for granting approval
for annual accounts, the annual budget,
corporate plan and reviewing financial
performance on a regular basis. The
Board oversees the granting of approvals
relating to key appointments, staff
promotions, major capital expenditure,

investment and credit.

Board Meetings
Regular Board Meetings are held monthly,
while special Board Meetings are convened
as and when required. Senior managers

also attend meetings on invitation.

The Board Meetings are conducted on a
formal agenda and Directors are provided
with relevant background information

by the corporate management prior to
meetings. Eleven Board Meetings were held
during the year under review, and there was

full attendance at all of these meetings.

Compliance and Transparency
The Ceylon Petroleum Corporation is
committed to maintaining transparency
in all its dealings. The Corporation
complies with Sri Lanka Accounting
Standards and relevant regulations
to ensure accountability. Strong
internal compliance measures have
been integrated into the Corporation’s
daily operations. In accordance with
the Finance Act and Corporation Act,
Financial Statements are published
annually and tabled in Parliament. Also
in compliance with the Finance Act, the
Auditor General carries out the external

audit of the Corporation.

Audit Committee
The Audit Committee consists of three
members, all of whom are Non-Executive
Directors (including the Chairman of
the Audit Committee). The Committee
operates within clearly defined Terms of
Reference given by Public Finance Circular
No. PF/PE 7, dated 15th March 2000.

During 2007, the Audit Committee was
appointed by the Board of Directors.
Mr. Saliya Rajakaruna (Treasury/
Finance Representative) was appointed
as the Chairman and Mr. Methsiri
Wijegoonawardene and Mr. M.U.M. Ali

Sabry were made members.



The Secretary to the Audit Committee
is the Manager of internal audit. All
key managers may attend the Audit

Committee meetings by invitation.

In order to assure that a sound system

of internal controls is maintained, the
Audit Committee ensures that the
Annual Audit Programme, covering the
Head Office and all operational areas, is
prepared on an annual basis. Internal and
external audit reports are reviewed by the
Audit Committee on a regular basis and
recommendations are made to the Board
of the Corporation on the appropriate
action to be taken on various issues.

Management Committee
The Management Committee sits once
a month to discuss current issues,
especially in relation to functional
areas. The Committee is headed by two
Directors who assist the Chairman of the
Committee. In this Committee, issues
are discussed in detail and decisions
taken are forwarded to the Board of

Directors for final approval.

Financial Disclosure
The Board of Directors is responsible
for presenting Financial Statements
that provide a true and fair view of the
operations of the Corporation. These
statements are prepared in accordance
with the requirements of Sri Lanka
Accounting Standards, the Finance Act

and the Corporations Act.

Internal Controls
The Board of Directors is responsible for
maintaining a sound system of internal
controls and reviewing its effectiveness.
The system is intended to safeguard the
assets of the Corporation and to ensure
that proper records are maintained
and reliable information is produced.
This responsibility covers all types of
controls, including financial, operational
and compliance controls as well as risk
management. It is vital to state, however,
that any system of internal control can
ensure only reasonable and not absolute
assurance that errors and irregularities
will be presented or detected within a

reasonable period of time.

The Internal Audit Department of
the Corporation is responsible for
ensuring the adequacy of internal
control procedures, and makes regular

recommendations on improvements.

Internal Audit
In order to enhance the objectivity
and performance of the internal audit
function, the Corporation has created
a direct reporting line from the internal
auditors to the Chairman/Managing
Director, the Audit Committee and the
Board of Directors.

The internal audit function has
established its annual risk-based audit

programme for identifying, assessing,

monitoring and managing material
risk-based activities throughout the
Corporation. Under the programme, the
risk management system is reviewed
regularly, in order to fulfil the objectives
stated in the Audit Plan. Financial and
operational risks based on audits and
reviews of compliance and control
procedures as well as assessments of
the effectiveness of all mechanisms
established to improve efficiency of the
Corporation, are all reviewed as part of

the risk management system.

The main focus of the internal audit is to
provide independent assurance on the
overall system of internal controls, risk
management and governance processes
by evaluating the adequacy, integrity
and effectiveness of the internal controls

established by the Corporation.

In its annual audit plan the internal
auditors included plans to carry out
audit investigations relating to stock

losses at terminals and bulk depots.

The Chairman/Managing Director
established the Stock Control Loss Steering
Committee (SCLSC) for identifying,
assessing, monitoring and recommending

stock-related risks and losses.

The SCLSC comprises members
with professional qualifications in

diverse fields such as engineering and
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technology, finance, audit and security.
On the recommendation of the SCLSC,
stock control and loss units were
established during the year with a view
to establishing comprehensive controls
to minimise stock losses and the
various risks associated with petroleum
products, with the aim of designing and
implementing workable strategies to

minimise stock losses.

The Internal Audit Department
undertook 65 audit assignments during
the financial year 2007 covering the
aforementioned areas. In addition,

the department co-ordinated and
updated a follow-up review on external

audit issues.

Relationship with Treasury
The Corporation is closely associated
with the Central Bank and the Treasury
and obtains their advice when managing
Corporation’s treasury operations.
The Corporation also seeks advice
and guidance for major expansion

programmes and borrowings.
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Report of
the Directors

The Directors of the Ceylon Petroleum
Corporation have pleasure in presenting
their Report together with the Audited
Financial Statements for the year ended
31st December 2007. The Draft Financial
Statements were approved by the Board
of Directors at the Board Meeting held on
7th February 2008 and submitted to the
Auditor General on 25th February 2008.
The Audited Financial Statements were

authorised to be issued on 4th April 2008.

The Annual Report and Accounts, together
with the Auditor General's Report will be
submitted to the Minister of Petroleum
and Petroleum Resources Development

together with following documents:

Principal Activities
The principal activities of the
Corporation are importing, refining,
selling and distributing and exploring

petroleum products in Sri Lanka.

Review of Business
The Chairman’s Review on pages 3 to 5
deals with the year’s performance of
the Corporation and on the Sri Lanka

economy.

Systems of Internal Controls
The Board of Directors has instituted
an effective and comprehensive system
of Internal Controls covering financial
operations and risk management
required to carry on the business of
the Corporation in an orderly manner,
safe-guard its assets and secure as far as
possible the accuracy and reliability

of the Corporation’s Records.

Corporate Governance
The main Corporate Governance
practices of the Corporation are given on

pages 36 to 38 of this Report.

Human Resources
The Corporation continued to implement
appropriate Human Resource
Management policies and practices to
enhance employees’ skills, provide them
with new opportunities and to ensure
their optimum contribution towards

implementing objectives.

Risk Management
Specific measures taken by the
Corporation in managing risk are

detailed on page 33 of this Report.

Audit Committee
The Audit Committee consists of three
members all of whom are Non-Executive
Directors including the Chairman of Audit
Committee. The Committee operates
within clearly defined Terms of Reference
(TR) given by the Public Finance Circular
No. PF/PE 7 dated 15th March 2000.

Financial Performance Turnover
The turnover for the year had reached
Rs. 253.344 Bn with a 20% increase in
comparative terms. The total turnover
of the Corporation comprises Domestic
Sales (97%) and Indirect Exports (3%)
for the year. Diesel, Petrol, Kerosene and
Furnace Oil are the major components

of the domestic sales.

The Corporation was responsible for over
74% of the Petrol and 79% of the Diesel

sales in the country.

Profit
The Corporation recorded a tax-free profit
of Rs. 3,984.181 Mn showing a significant
achievement against the reported loss of
Rs. 1,915.029 Mn (restated) in year 2006.
Compared to 2006, profit before tax

shows an increase of 307%.
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The net profit for the year was Rs. 2,862.337 Mn.

The details of our profits are given below:

Revenue
Cost of Sales
Gross Profit

Operating Income

Operating Expenses
Income Tax Expenses

Profit for the year

2007 2006

Rs. Mn Rs. Mn
238,364.36 196,766.56
(221,723.53) (187,230.90)
16,640.83 9,535.66
1,789.24 1,289.84
18,430.07 10,825.49
(14,445.90) (12,740.53)
(1,121.84) 968.81
2,862.33 (946.22)

Other Income
Other Income which mainly consists of
Interest Income on Treasury Bills and
Dividend Income received from CPSTL.
Income on Treasury Bills increased
from Rs. 299114 Mn to Rs. 785.728 Mn

compared to previous year.

Operating Expenses

The total operating expenses increased
from Rs. 12,740.52 Mn to Rs. 14,445.50 Mn,

13% increase.

Capital Expenditure
The total Capital Expenditure for the
year was Rs. 245.912 Mn (Rs. 457.50 Mn
in year 2006).

Donations
During the year, charitable donations
amounting to Rs. 0.551 Mn were made

by the Corporation.
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Contribution to the Government

2007 2006

Rs.Mn Rs.Mn

Value Added Taxes 8,110 11,992
Excise Duty 13,757 13,888
Social Responsibility Levy 149 138

Dealers’ Turnover Tax &

Imports Turnover Taxes 2,314 1,796

PAL 5,429 4,786
Custom Duty 580 286
Income Tax 833 119
Deemed Dividend 381 55
Total 31,553 33,060

Property, Plant & Equipment
Details of Property, Plant & Equipment
of the Corporation and their movements
are given in Note 6 to the Financial

Statements on pages 77 to 78.

Market Value of the Properties
CPC has decided to conduct a survey
to evaluate the Market Value of the
Corporation’s freehold properties during
the year 2008.

Reserves
The total reserves of the Corporation stood
at Rs. 5,541.46 Mn as at 31st December
2007 (2006 - Rs. 5,520.47 Mn).
Movements are given in the Statement of

Changes in Equity on page 67.

Contributed Capital
The total Contributed Capital of the
Corporation as at 31st December 2007
was Rs. 1,000 Mn.

Board of Directors

The Board comprises 7 Directors
including the Chairman. The details of

the Directors are given on pages 6 to 7.

The Directors of the Corporation during

the year under review were:

Mr. Ashantha L.F. De Mel - Chairman
Mr. Methsiri D. Wijegoonawardane

Mr. Saliya Rajakaruna

Mrs. Kanthi Wijetunge

Mr. David Charitha Gooneratne

Mr. M.U.M. Ali Sabry

Capt. Nihal Keppetipola

Mr. S.N.P. Palihena (resigned with effect
from 21st February 2007)



Directors’ Interest in Contracts &
Related Party Transaction

Directors’ interest in the contracts with

the Corporation are referred in Note 21

to the Financial Statements.

Compliance with Laws and
Regulations
The Corporation has not engaged in any
activities contravening the laws and
regulations. All those responsible for
ensuring compliance with the provisions
in various laws and regulations confirm

their compliance to the Board.

Future Developments
The Corporation is planning to re-enter
into Bunkering, Lubricant and LPG
business while making all efforts to
expand the refinery capacity with the
assistance of the Government of the

Islamic Republic of Iran.

Environmental Protection
CPC being the market leader of
petroleum products in the island and the
owner of the only local refinery in the
country is fully aware of its obligation to
minimise environmental pollution. We
are concerned about the environmental
safety in handling and usage of

petroleum products.

A capital project which enables to reduce
sulphur content in diesel to less than
0.5% was commissioned in 2003 in the
refinery and the Corporation restricts its
diesel sales of more than 0.3% sulphur
from 2004 onwards. The sulphur in diesel
is restricted to 0.05% from this date.

Statutory Payments
The Directors, to the best of their
knowledge and belief are satisfied
that all statutory payments due to
the Government and in relation to

employees have been made on time.

Events Occurring after the
Balance Sheet Date

In the opinion of the Directors, no
material event of an unusual nature has
arisen in the interval between the end
of the financial year and the date of this
Report, which could affect substantially
the results of the operation of the
Corporation for the financial year in
respect of which the Report is prepared.
Note 22 to the Financial Statements

carries no such material events.

Going Concern
The Board of Directors has reviewed the
Corporation’s business plan and is satisfied
that the Corporation has adequate
resources to continue its operations in
the foreseeable future. Accordingly, the
Financial Statements are prepared based

on the going concern basis.

Appointment of Auditors
The Auditor General is the Auditor of
the Corporation. He has been appointed
in terms of the provisions in Article 154
of the Constitution of the Democratic

Socialist Republic of Sri Lanka.

For and on behalf of the Board of

Directors

W\—M
Ashantha L.F. De Mel
Chairman

30th September 2008

Colombo, Sri Lanka
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Report of the Auditor General

Sea @ | LP/D/CPC/FA/0T ]
My Ne Your Mo . f

The Chairman

Ceylon Petroleum Corporation

REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL
STATEMENT OF THE CEYLON PETROLEUM CORPORATION
FOR THE YEAR ENDED 31ST DECEMBER 2007 IN TERMS OF
SECTION 14 (2) (C) OF THE FINANCE ACT NO. 38 OF 1971

The audit of Financial Statements of the Ceylon Petroleum
Corporation (CPC) for the year ended 31st December

2007 was carried out under my direction in pursuance

of provisions in Article 154 (1) of the Constitution of

the Democratic Socialist Republic of Sri Lanka read in
conjunction with Section 13 (1) of the Finance Act No. 38
of 1971. In carrying out this audit, | was assisted by a firm

of Chartered Accountants in public practice. My comments
and observations, which | consider should be published with
the Annual Report of the Corporation in terms of Section 14
(2) (c) of the Finance Act, appear in this report. A detailed
report in terms of 13 (7) (a) of the Finance Act was issued to

the Chairman of the Corporation on st September 2008.

1.2 Responsibility of the Management for the
Financial Statements

Management is responsible for the preparation and fair
presentation of these Financial Statements in accordance with
Sri Lanka Accounting Standards. This responsibility includes;
designing, implementing and maintaining internal control
relevent to the preparation and fair presentation of Financial

Statements that are free from material misstatements,

ED&IDIESD ecISmedsIne
HRNBA T  HONMD NHD  HaDsonbaenin
AUDITOR GENERAL’S DEPARTMENT

Lo
a?; 32 September 2008

whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting

estimates that are reasonable in the circumstances.

1.3  Scope of Audit and Basis for Opinion

My responsibility is to express an opinion on these Financial
Statements based on my audit. Audit opinion, comments and
findings in this report are based on review of the Financial
Statements presented to audit and substantive tests of
samples of transactions. The scope and extent of such review
and tests were such as to enable as wide an audit coverage as
possible within the limitations of staff, other resources and
time available to me. The audit was carried out in accordance
with Sri Lanka Auditing Standards to obtain reasonable
assurance as to whether the Financial Statements are free
from material misstatements. The audit includes the
examination on a test basis of evidence supporting the
amounts and disclosures in Financial Statements and
assessment of accounting principles used and significant
estimates made by the management in the preparation

of Financial Statements as well as evaluating their overall
presentation. | have obtained sufficient information and
explanations which to the best of my knowledge and belief
were necessary for the purpose of my audit. | therefore believe
that my audit provides a reasonable basis for my opinion.
Sub-sections (3) and (4) of the Section 13 of the Finance

Act No. 38 of 1971 give discretionary powers to the Auditor

General to determine the scope and extent of the audit.

Rewed DSes, BpiGT 1 bt
eme® 07, § G0 Golagity 07 Gauttens
£SO ooeeskd gotned

G it udoy Bleu
Telephone } 2691151 Fax No.
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Income Statements

238,364.361
(221,723.535)
16,640.826

1,789.244
(10,052.825)
(1,288.705)
(3,104.359)
3,984181

(1121.844)

2,862.337
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Balance Sheet

4,374.649
2,500.000
46.876
5,087.803
689.623

12,698.951

40,193.145
34,236.898
10,744.471

85,174.514
97,873.465

1,000.000
4,992.686
25.696
523.079
7,026.349

13,567.810

541.367
13,728.234

14,269.601

66,508.923
3,145.667
381.464
70,036.054

97,873.465
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Statements of Changes in Equity
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Cash Flow Statements

3,984.181

323.622
(198.335)
(437.500)
(954.070)

20.991
27.408
(4.309)

3,104.359

6.250
48.999
(9.216)

(13,321.526)

(13,098.772)

23,813.340
3,305.423

(3,104.359)
(21.981)
(142140)

(249.305)
23.723
437500
954,070
1,165.988

(2123108)
12,083.497
12,926.064

608)

12,926.064
(304.959)

9,960.389

12,083.497

10,744.471

10,744.471
,696.332
(735.943)

9,960.389

3
12,621105
(537.
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Accounting Policies
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Notes to the Financial Statements

474.673 43,967.826
27.380 2,611.795
1,713.540 113,737174
6.410 467.764
214.451 12,459.330
1,039.112 43,941.105
141.382 5,675.573
0.217 51.021
251.549 16,253.594
93.924 5,914.513

245,079.695

129.523 8,264.684 75.276

8,264.684

253,344,379
(14,980.018)

238,364.361
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Notes to the Financial Statements

112,949.719 (102,238.408)  10,711.311
112,949.719 (102,238.408)  10,711.311

65,236.585 (64,451.613) 784.972
65,236.585 (64,451.613) 784.972

24,569.477 (22,776.566) 1,792.911
24,569.477 (22,776.566) 1,792.911

35,608.580  (32,256.948)  3,351.632
35,608.580  (32,256.948)  3,351.632

238,364.361 (221,723.535) 16,640.826

785.728
168.342
437500
77100
169.157
95.284
11.730
44.403

1,789.244

2,954.092

150.267

3,104.359
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Notes to the Financial Statements

106.669
797.684

1.333
0.071
1.500
323.622
48.995
0.551

821.616
11370

832.786

289.058

1121.844

3,973.611
434.404
(1,702.506)
2,705.509
905.989
(1,264.024)

2,347.474

504.520

317.096

821.616

821.616

11170
832.786
381.464
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Notes to the Financial Statements

(978.681)
289.058

(689.623)

989.460

989.460

(1,679.083)
(689.623)
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Notes to the Financial Statements
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4,335.056
39.593

4,374.649

2,500.000

2,500.000

50.500
(14.250)

36.250




Notes to the Financial Statements

31,843.653 -
1,960.160 4,342.894
14.066 24.735

15.325 -

75.218 -
328.476 720174

34,236.898 5,087.803

14,580.380
908168
23,611.624
1,368.797
(275.824)
25,612.765

40,193.145

9,204.471
1,540.000

10,744.471
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Notes to the Financial Statements

117.820
750.000
132180

1,000.000

4,992.686

4,992.686

502.088
20.991

523.079

21.981
48.999

526.510
14.857

541.367
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Notes to the Financial Statements

949.492

8,492.270

4,285.570

13,727.332
0.902

13,728.234

3,073.732
6,145.465
4,508135

13,727.332

61,368.627

1,515.475
1,140.945
2,483.876

66,508.923

3,097.528
48139

3,145.667
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Notes to the Financial Statements
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1,429.796
149.007
185.882

48.499

1,813184

857
929
900

2,686

26.7590
6.5290
21950
1.830
2.2800




Notes to the Financial Statements

154.938

4.046

1,205.674
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Notes to the Financial Statements
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1,336.572
1,609.852
25,808.036
2,136.596
5,687.536
12.355
30.200
3,298.290
0.496

0.443
8.000
4.533
3132
3166
1.828
5714
1.857
44.607
6.901
2.651
3.677
7.231
7674
0.430

73.690
40.909
109.998
14.537
4148
1189
7943
0.267
23.542

13.076




Notes to the Financial Statements

25.422
0.535
289.645
125.603
6.291
587.877
373.962

106.069

10.678

36.572

0.443
42.097

5.776

37.892

0.443

2.670

0.396
0.608

14,419.629
596.158
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Notes to the Financial Statements

902.874
381.464
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Statement of Value Added

88

2007 2006

Rs. Mn Rs. Mn
Turnover 253,344.00 211,012.00
Bought in Material & Services (215,331.00) (182,065.00)
Value Added 38,013.00 28,947.00
Applied in the following way
To Pay Employees
Wages & Fringe Benefits 1,765.00 1,511.00
To Pay Providers of Capital
Interest on Loans 3,104.00 2,463.00
To Provide Maintenance and Expansion of Assets
Depreciation 324.00 339.00
Retained Profit/(Loss) 2,481.00 (1,776.00)
To Pay Government
Taxes, Duties, Stamp Duty and Contribution to the General Treasury 30,339.00 26,410.00
Value Added 38,013.00 28,947.00

Distribution of Value Added
%
100

80
60
40
20

ol mll_| mll ||

(20)

06 07

E To Pay Employees
H To Pay Providers of Capital

To Provide Maintenance and
Expansion of Assets

To Pay Government
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Ten Year Summary

DOMESTIC SALES OF BULK PRODUCTS

Rupees Mn 1998 1999 2000 2001 2002* 2003 2004 2005 2006 2007
(A) VALUE
Petrol 13,307.446 13,884.371  14,614769  16,258.637  18,514.426  22,461.268  28,761366 28,633.662 36,677.342 46,579.620
Auto Diesel 18,316.722  21,074.774 35,674.876 48,472.452 52,668.931 52,084.773  74,520.990 78104.774  92,474.646  113,737174
Super Diesel 890.295 924.466 1,342.637 1,904.453 1,902.580 1,698.721 1,711.525 725.285 349.805 467.764
Kerosene 3,161.806  3,259.600 4,432.654 5,512.753 5,938.386 5,683.438 7,775135 11,430.279  13,209.914  12,459.330
Furnace Oil 4,002.849  4,002.276 6,932.905 11,836.009 15,126.837  16,238.837 20135.716  30,165.885  36,421.645  43,941105
Total 39,679118 43145487  62,997.841  83,984.304 94151160  98,167.037 132,904.732 149,059.885 179133.352 217,184.993
(B) QUANTITY - Thousand Metric Tons
Petrol 204.400 212.900 224.400 249.500 286100 337.900 350.300 334100 367.600 382100
Auto Diesel 1187100  1,376.800 1,683.800 1,624.900 1,728.300 1,523.000 1,583.300 1,330100 1,335.300 1,449.700
Super Diesel 38.500 40.000 46.700 49.000 46.900 39.500 31.600 11.700 4.700 5.400
Kerosene 235.900 243.300 229100 227.800 228.800 184.600 171.800 178.000 196.600 168.500
Furnace Oil 556.000 557500 736.700 748.800 757.600 648.300 771.700 972.800 911100 985.200
Total 2221900  2,430.500 2,920.700 2,900.000 3,047.700 2,733.300 2,908.700 2,826.700 2,815.300  2,990.900
(C) RETAIL SELLING PRICES IN PETROLEUM PRODUCTS
(Colombo Spot Price in Rs. Per Litre as at 31st December)
Super Petrol 50.000 50.000 50.000 50.000 49.000 53.000 70.000 80.000 95.000 92.000
Auto Diesel 13.200 13.200 24.500 26.500 30.000 32.000 44.000 50.000 92.000 60.000
Super Diesel 18.500 18.500 29.800 31.800 35.300 37300 49.300 55.300 65.300 65.300
Kerosene 10.400 10.400 18.400 17.400 24.000 25.500 25.500 30.500 48.000 48.000
Furnace Oil
- 1000 Sec 7.200 7.200 14.600 16.500 21.200 23.200 24.700 31.400 44.400 44.400
- 1500 Sec 6.800 6.800 14.000 15.800 20.700 22.300 24.300 30.300 43300 43.300
- 3000 Sec 6.200 6.200 12.400 14100 18.900 20.700 22.000 28.000 41.000 41.000
INCOME & EXPENDITURE
Gross Income
Less: Taxes** 39,275.000 44,499.000  63,159.000 74,351.000  80,114.000 85,900.000 121,540.000 161,852.000 196,767.000 238.364
Income from
Investment 300.000 300.000 181.000 120.000 1,118.000 162.000 - - - -
Cost of Sales 28,456.000 41,196.000 70,688.000  62,734.000  67211.000  75,471.000 106,750.000 144,501.000 187,231.000 221,724.000
Margin 10,818.000  3,303.000 (7,529.000) 11,617.000  12,903.000  10,429.000  14,789.000 17,350.000 9,536.000 16,641.000
Extraordinary ltem - - - - 2,530.000 - - - - -
Working & Establishment
Expenses including
Interest 3,430.000  3,634.000 8,714.000  10,178.000 6,765.000 5,715.000  10,344.000 7,510.000 7,621.000  12,657.000
Kerosene Subsidy
and Other Levies
paid to the Treasury ~ 500.000 500.000 - - - - - - - -
Profit/(Loss)
Before Tax 7189.000 (531.000) (16,062.000)  1,559.000 9,786.000 4,874.000  4,445.000  9,840.000  (1,915.000) 3,984.000

*  Retail prices revised monthly as per Formulae from February 2002
** Taxes comprise Provincial, TT, Excise Duty & SRL
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Ten Year Summary

Rupees Mn 1998 1999 2000 2001 2002* 2003 2004 2005 2006 2007
CAPITAL STRUCTURE

Capital Employed

Capital 1,000.000  1,000.000 1,000.000 1,000.000 1,000.000 1,000.000 1,000.000 1,000.000 1,000.000 1,000.000
Reserves 384.900 (174.800) (16,221.800) (15,039.400)  (8,589100) (2,253.800) 1,984.100 11,673.400 10,065.900 12,567.800
L/T Liabilities 1,218.400  2,454.400 3,012.700 4,787.000  6,644.600 8,476.500 7699.900  19,113.400  16,705.200  13,728.200
Gratuity Provision 367.000 408.400 462.200 482.800 424.900 556.800 700.400 377.400 514.300 541.400
Total 2,970.300 3,688.000 (11,746.900) (8,769.600) (519.600) 7,779.500  11,384.400  32,164.200 28,285.500  27,837.400
Represented

Fixed Assets, Including

Work-in-Progress  3,169.300  4,988.500 5,905.400 7630.200  10,844.700  4,504.400 4,450.700 4512700  4,460.900  4,374.600
Investment 359.200 323.700 316.200 338.700 57.800 2,173.800 2,176.100 2,535.600 2,553100 2,546.900
Net Current Assets (558.200) (1,624.200) (17,968.500) (16,738.500) (11,422.100) (1,101.300) 4,757.600 25,115.900 21,271.500 20,915.900
Total 2,970.300 3,688.000 (11,746.900)  (8,769.600) (519.600) 7,779.500  11,384.400 32164200 28,285.500  27,837.400
SUMMARISED CASH FLOW STATEMENT

Cash Flow from

Operating 7,454.040 (460.520) (13,920.000) 4,495.757 7,310.655 4,874194 4,444.837 9,839.809 (1,915.029) 3,984.181
Extraordinary Item (23.080) - - - 2,529.832 - - - - -
Adjustment for

Items not Involving

Movement of Cash 342.270 492.788 537928 604.449 529.412 988.365 776.807 841.682 1,431.845 1,928.200
Operating Profit/(Loss)

before Working

Capital Changes 7,773.220 32268 (13,382.072) 5100.206  10,369.899 5,862.559 5,221.644 10,681.491 (483184) 5,912.381
Changes in

Working Capital
(Increase)/Decrease

in Inventories 425640 (2173.410) (3,367729)  1,845314  (3,099.970) 1,844.676  (5]157.403) (4,066.365) (9,184.440) (13,321.526)
(Increase)/Decrease

in Trade and Other

Receivables (1,530.880) (518115) (197.361)  (2143.290) 711.285 (384.386) 789.614  (3,434.619) (2,852.640) (13,098.772)
Increase/(Decrease)

in Trade and Other

Payables (5303.010)  6,927.961 22,289.402  (3,215.520)  (4,571.558)  (1,792170) 2,862133 (1,838.767)  11,099.326 23,813.340
Less: Gratuity/Tax

and Interest Paid ~ (861.850) (3,361.053)  (2,264.633)  (3,250.230)  (2,788.440) (617.268)  (880.768)  (2,072717)  (5,613107) (3,268.480)
Cash Generated from

Operating Activities 503125 907.591 3,077.607 (1,663.520) 621.216 4,913.411 2,835.220 (730.977)  (7,034.045) 36.943
Cash Used in Investing

Activities (1146770) (1,871573)  (1,217353)  (2,173.473)  (1,899.240) (3,421.404) 246165 317.925 662.033 1165988
Cash from/(used in)

Financing Activities  1,029.230 1,236.055 715.698 1,797.652 2,069.996 1,880.885 1,050.684  13,020.883 (2,478143) (3,326.039)
Net (Decrease)/Increase

in Cash & Cash

Equivalents 385.585 272.073 2,575.952  (2,039.347) 791.972 3,372.892 4132.069  12,607.831 (8,850155)  (2,123.108)
Cash & Cash Equivalents

at beginning of

the year (1165.380)  (779.796) (507.723)  2,068.229 28.888 820.860 4193.752 8,325.821 20,933.652 12,083.497
Cash & Cash

Equivalents at

end of the year (779.796) (507.723)  2,068.229 28.888 820.860 4]193.752 8,325.821 20,938.652  12,083.497  9,960.389
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Ten Year Summary

Rupees Mn 1998 1999 2000 2001 2002* 2003 2004 2005 2006 2007
FOREIGN EXCHANGE EARNINGS & PAYMENTS

Aviation Fuel Sales

Foreign Airlines - US$ Mn 26.200 24.500 40.900 31100 32.400 48300 57.000 77.420 84.540 -
Direct Exports - US$ Mn  17.400 17.200 27.600 16.500 13100 - 7.000 - 23.090 75.280
Total - US$ Mn 43.600 41.700 68.500 47.600 45.500 48.300 64.000 77.420 107.630 75.280
Rupee Equivalent

Rs.Mn 2615100  3,017.400 5,345.900 3,561.500 3,977700  3,500.800 6,458.500 7159.010 8,714.050  8,264.680
Import Cost
Crude Oil - US$ Mn 270.000 260.300 489100 353.900 408.000 431.000 597.000 747200 1,028.500 1,023.000
Refined Prod. - US$ Mn 176.400 173.500 303.500 304.000 286.000 300.000 464.000 653.000 761.300 996.000
Total - US$ Mn 446.400 433.800 792.600 657.900 694.000 731.000 1,061.000 1,400.200 1,789.800 2,019.000
Avg. Crude (C & F) Price

US$/Bb1 13.470 19.390 28.270 24.670 25.000 29.290 37.380 52140 65.070 71.970
Avg. Exch.

Rate - US$ 1=Rs. 65.700 71170 77270 89.620 96.340 96.420 101.900 100.530 103.960 111.490
OTHER MANAGEMENT INFORMATION
TRADING RESULTS
Revenue 46,635.200 51,516.400  75,865.800 95,103188 105,001.924 111,389.486 135,351.978 174,554.979 211,012.846 253,344.379
Profit/(Loss) After

Taxation 5,451.500 (572.300) (16,062.100) 1169.310 9,786.088 4,874194 3,907.862 7,710.890 (946.220)  2,862.337
ASSETS EMPLOYED
Property, Plant &

Equipment 1,601.800  3,370.600 5,905.500 7,630.244 10,844.721 4,504.432 4,450.672 4,512.748 4,460.920 4,374.649
Net Current Assets (675.600) (1,624.200) (17,968.500) (16,738.531) (12,165.676)  (6,785125)  (2,728.739)  17763.403  14,519.333  15,138.460
Total 926.200 1,746.400 (12,063100)  (9,108.287)  (1,320.955)  (2,280.693) 1,721.933 22,276151  18,980.253 19,513.109
FUNDS EMPLOYED
Capital 1,000.000  1,000.000 1,000.000 1,000.000 1,000.000 1,000.000 1,000.000 1,000.000 1,000.000 1,000.000
Reserves 384.900 (174.800) (16,221.800) (15,039.418)  (8,588.861)  (2,253.785) 1984126  11,673.455 10,065.946  12,557.400
Total 1,384.900 825.200  (15,221.800) (14,039.418) (7,588.861) (1,253.785) 2,984126 12,673.455 11,065.946  13,557.400
Capital Expenditure ~ 1,567.400  (2,196130)  (1,408.973) (2,306.025)  (4,001.341) (5,266.000)  (255.000) (78.000)  (255.000)  (242.680)
EMPLOYEES EARNINGS
Wages 1164.600 1,271.600 1,538.068 1,620.893 1,496.242 1,461.006 1,201.357 986.434 1,221.585 1,429.796
Bonus 115.200  1,140.000 122.590 125.804 112.884 186.671 101.931 84.739 129.689 149.007
Annual Average

Earrings per

Employee (Rs.) 181.403 343.582 227.550 243.510 224.863 759.298 531.530 419.410 461188 538.657
No. of Employees 7,055.000 7,019.000 7,298.000 7173.000 7156.000 2,170.000 2,452.000  2,5540.000 2,930.000 2,931.000
FINANCIAL RATIO
Return on Capital

Employed %  203.660 9.830 - - - - 130.900 60.840 (15.770) 21100
Return on

Turnover % 15.400 (0.810) - 2100 14.650 5.670 3.220 4.760 (0.870) 1.200
Debtors to

Turnover % 0.050 0.040 0.040 0.050 0.030 0.040 0.060 0.080 0.090 0.130
Turnover to Fixed

Assets times 12.390 8.920 10.690 9.780 7390 19.070 27.310 35.870 44.450 53.430
Finished Stock

to Turnover times 0.040 0.050 0.060 0.050 0.050 0.050 0.070 0.060 0.090 0.090
Current Ratio times 0.940 0.880 0.460 0.500 0.600 0.700 0.920 1.480 1.330 1.220
Liquid Ratio  times 0.530 0.430 0.210 0.230 0.240 0.450 0.530 1.000 0.740 0.640
Interest Cover times 14.380 0.920 - 1.470 9.910 9.960 6.780 8.810 0.350 1.280
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CORPORATE INFORMATION

Name of the Entity

Ceylon Petroleum Corporation

Legal Form

A Public corporation incorporated

under Ceylon Petroleum Corporation

Act No. 28 of 1961

Registered Office

Rotunda Tower,

No. 109, Galle Road, Colombo 3,
Sri Lanka.

Head Office

Rotunda Tower,

No. 109, Galle Road, Colombo 3,

Sri Lanka.

Tel: 2473644-652 (09 Lines)
5455455-465 (10 Lines)

Fax: 2473979

Telegrams: LANKA OIL

Telex: 21167, 21235, 21624 CEYPETCO-CE

E-mail: cpcsec@ceypetco.gov.lk

Board of Directors

Mr. Ashantha L.F. De Mel - Chairman

Mr. Methsiri Wijegoonawardane
Mr. Saliya Rajakaruna

Mrs. Kanthi Wijetunge

Mr. David Charitha Gooneratne
Mr. M.U.M. Ali Sabry

Capt. Nihal Keppetipola

Secretary to the Board
Ms. G. De Fonseka

Auditors
The Auditor General
(In term of the provisions of 154 of the Constitution of the

Democratic Socialist Republic of Sri Lanka)

Audit Committee
Mr. Saliya Rajakaruna (Treasury Representative - as Chairman)
Mr. Methsiri Wijegoonawardene - Member

Mr. M.U.M. Ali Sabry - Member

Bankers

People’s Bank
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Citibank Ltd. A.l.
Standard Chartered Bank
Deutsche Bank
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