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circular debt situation and the management believes that
they would be payable only when the Company will
receive similar claims from its customers including state
owned enterprises.

In the assessment years 1996-97 and 1997-98, the taxation
authorities applied presumptive tax on the Company to the
value of petroleum products imported by the Company on
behalf of the GoP by treating the Company as the importer
of such products. The Income Tax Appellate Tribunal (ITAT)
cancelled the order of the assessing officer, and as a
consequence of the order of the ITAT, an amount of
Rs. 958,152 thousand became refundable to the Company,
which was adjusted against the tax liability of the
subsequent years. The department had filed an appeal with
the High Court of Sindh against the aforesaid decision of
the ITAT, which was adjudicated against the Company.
The Company filed petition for leave to appeal with the
Supreme Court of Pakistan against the aforementioned
decision, which was granted by the Supreme Court of
Pakistan through its order dated March 7, 2007 has also
suspended the operation of the impugned judgment of the
High Court of Sindh.

The management maintains that the Company was merely
acting as a handling agent on behalf of GoF, which was in
fact the importer of the products. Hence, the ultimate
liability, if any, is recoverable from the GoP, for which the
management is in communication with the MoP & NR.

Based on the merits of the above case, the Company's
management believes that the ultimate decision will be in
its favour and therefore, no provision has been made for the
liability in this condensed interim financial information,

In the year 2005, a demand was raised by the Collector of
Customs, Sales Tax and Central Excise (Adjudication) in
respect of sales tax, central excise duty and petroleum
development levy aggregating Rs. 165,781 thousand
inclusive of additional sales tax and central excise duty on
exports of POL products to Afghanistan during the period
August 2002 to November 2003. The demand was raised
on the grounds that the export consignments were not
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verified by the Pakistan Embassy / Consulate in Afghanistan
as required under Export Policy and Procedures, 2000. It is
the Company’s contention that this requirement was in
suspension as in the aforesaid period the Pakistan Embassy
{ Consulate was not fully functional. This condition of
suspension was removed only on July 22, 2004 through
Export Policy Order, 2004 when the Pakistan Embassy /
Consulate became fully functional in Afghanistan. Besides
the issue of verification, it is also the Company’s contention
that export of POL products to Afghanistan can be verified
from the relevant documents and therefore, the demand is
unwarranted.

The Company has filed an appeal against the
aforementioned demand before the Appellate Tribunal and
also referred the matter for resolution in the Alternate
Dispute Resolution Committee (ADRC) under section 47-A
of the Sales Tax Act, 1990. Through its recommendation
dated December 26, 2006, the ADRC rejected the
application filed by the Company. Subsequently, the
Central Board of Revenue (CBR) through its order dated
June 16, 2007 accepled the recommendation of the ADRC.
The Company is now contesting the matter before the
Appellate Tribunal. Based on the merits of the case, the
Company is confident that the ultimate outcome of the
matter would be in its favour and therefore no provision has
been made in this respect in this condensed interim
financial information.

The Company received demands from the taxation
authorities aggregating to Rs. 823,227 thousand in respect
of tax not withheld on incentives paid to dealers operating
retail outlets, from tax years 2004 to 2008. As per the
taxation authorities, such payments were in the nature of
prizes on sales promotion to dealers and hence subject to
withholding of tax @ 20% under section 156 of the Income
Tax Ordinance (ITO), 2001. The Company based on the
advice of its tax consultant, has paid an amount of
Rs. 321,993 thousand thereagainst under the ‘Tax Arrears
Settlement Incentive Scheme, 2008 (TASIS) while treating
the same as recoverable from dealers, on the contention
that incentives to dealers attract tax @ 10% under section
156 A of the ITO, 2001. Therefore, the Company has filed
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an appeal against the demands being under section 156
of the 1TO, 2001, with the Commissioner of Income
Tax (CIT) (Appeals) and also a petition in the High Court of
Sindh for the stay thereof. The High Court of Sindh, in its order
dated January 13, 2009, granted the stay to the Company with
directions to deposit Rs. 200,000 thousand in addition to
payment of Rs. 321,993 thousand earlier made by the
Company, with the taxation authorities against such
demands. Further, the High Court of Sindh directed CIT
(Appeals) to hear the appeal on January 20, 2009 and pass
an order within 20 days of hearing of the appeal. The CIT
(Appeals) passed an order on February 13, 2009 against the
Company. During the current period, the [TAT on the
appeal filed against the CIT (Appeals) order, has set aside
and referred the case to the taxation officer for fresh
consideration. The Company based on the merits of the case
and on advice of its tax consultants is confident that the
matter will ultimately be decided in its favour and therefore
no provision has been made for the differential amount.

Further, the Company intends to recover the entire
aforementioned tax of Rs. 321,993 thousand from the
dealers, which is included in other receivables, and as such

has not been charged off in this condensed interim

financial information.

The Government of Sindh through Sindh Finance Act, 1994
provided for imposition of an infrastructure fee for
development and maintenance of infrastructure on the goods
entering or leaving the Province through air or sea at
prescribed rates. The levy was challenged by the Company
alongwith other companies in the High Court of Sindh through
civil suits which were dismissed by the single judge of the
High Court of Sindh through its decision in October 2003. On
appeal filed thereagainst, the High Court of Sindh has held
through an order passed in September 2008 that the levy as
imposed through Sindh Finance Act, 1994 and amended
time to time was not valid till December 28, 2006,
however, thereafter on account of an amendment in the
Sindh Finance (Amendment) Ordinance, 2006, it had
become wvalid and is payable by the Appellants. The
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Company, alongwith other companies, filed an appeal in
the Supreme Court of Pakistan against the aforementioned
order of the High Court of Sindh.

The Supreme Court passed an interim order on January 23,
2009 and further hearings stand adjourned. Based on the
view of its legal advisors, the management believes that the
matter will ultimately be decided in the Company's favour.
Further, the amount of possible obligation, if any, cannot be
determined with sufficient reliability.

Un-audited Audited
10.2 Commitments December 31, June 30,
2009 2009
(Rupees in ‘000)
10.2.1 Commitments in respect
of capital expenditure
contracted for but not as
yet incurred is as follows:
- Property plant and equipment 387,437 384,741
- Intangibles 53,310 49,887
440,747 434,628
10.2.2 Letters of credit and bank guarantees outstanding as at
December 31, 2009 amounted to Rs. 4,633,951 thousand
{June 30, 2009: Rs. 3,731,075 thousand).
Transactions With Related Parties

Related parties comprise of associates, other companies with
common directors, retirement benefit funds, directors and key
management personnel and profit oriented state controlled entities.

111

Details of transactions with related parties during the
period, are as follows:



MName of the related party
and relationship with
the Company

ASE0C|ales
- Pak Grease Manufacturing
Company (Private) Limited

= Asia Petroleurm Limited

Retirement benetit funds
- Gratuity fund

- Provident fund

- Pensian funds

Other related parties
- Pakistan Refinery Limited

- Pak Arab Pipeline
Company Limited

Key management personnel

Profit oriented state
controlled entities - various

Mature of transaction Six months period ended
Jul - Dec jul - Dec
2009 2008
(Rupees in "0:00)
Purchases 66,911 90,884
Dividend recelved 2402 2,059
Income (facility charges) 593,335 B3.211
Rental income 2,772 1,993
Other services 1,008 -
Drividend received 115,146 253,322
Pipeline charges 933,350 B32.110
Benefits paid on behalf of fund 64,322 12,145
Contribution 15,000
Contribution 26,471 22336
Benefits paid on behalf of fund B0,831 80,670
Purchases 14,600,691 19,632,501
Dividend received . 8,999
Pipetine charges 2,270,004 1,810,111
Dividend received 589,990 56,822
Remuneration 68,989 74,068
Confribution 1o retirement benefits 2,646 3,012
Other benefits 36,404 25,963
Purchases 43 457,937 68,549,133
Sales B3,032 496 52,937,340
Transportation charges 1,230,845 05592
Litilily charges 4307 45,272
Rental charges 3,645 1,259
Insurance premium paid 247,740 3B5.977



12. Cash Generated From Operations

Six months period ended
jul - Dec Jul - Dec
2009 2008
(Rupees in "000)

Profit / (loss) before taxation 7,882,757 (16,034,239)
Adjustment for non-cash charges and items
Depreciation 565,097 561,724
Amortization 27,224 26,290
Provision against doubtful trade debts 522,073 336,059
Property, plant and equipment written-off 18,380 -
Liahilities written back - (34,482)
Retirement and other services henefits accrued 349,957 261,266
Profits on disposal of operating assets (2,675) (7,390)
Share of profit of associates (263,549) (221.630)
Dividend income (59,990) (65,821)
Finance costs 1,265,988 2,925,622
Working capital changes
fIncrease) / decrease in current assets:

- Stores, spares and loose tools 128 (12,660)

- Stock in trade {15,692,853) 24,594 250

- Trade debts (3,911,685) (42,175,396)

- Loans and advances 15,082 (4,619)

- Deposits and short-term prepayments (103,446) 58,593

- Oither receivables (852,094) 9,167
Increase / (decrease) in current liabilities:

- Trade and other payables 11,639,746 21,045,248
Cash generated from operations 1,400,140 (8,738,018)

13. Operating Segments

The Condensed interim financial information has been prepared on
the basis of a single reportable segment.

Sales from fuel products and others represents 99% and 1%
(December 31, 2008: 98.7% and 1.3%) of total revenue of the

Company, respectively.

97.7% (December 31, 2008: 98.3%) of total sales of the Company

relates to customers in Pakistan.
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All non-current assets of the Company as at December 31, 2009 are
located in Pakistan.

Sales to three major customers of the Company is around 36.4%
during the six months period ended December 31, 2009 (December
31, 2008: 30.98%).

Financial Risk Management

The Company's financial risk management objectives and policies
are consistent with that disclosed in the financial statements as at
and for the year ended June 30, 2009.

Date of Authorisation For Issue

The condensed interim financial information was authorised for
issue on February 17, 2010 by the Board of Management - Qil of the
Company.

Corresponding Figures

Corresponding figures in the condensed interim balance sheet and
condensed interim statement of changes in equity comprise of
balances as per the annual audited financial statements for the year
ended June 30, 2009. Corresponding figures in the condensed
interim profit and loss account, condensed interim statement of
comprehensive income and condensed interim cash flow statement
comprise of balances of comparable period as per the condensed
interim financial information for the six months period ended
December 31, 2008, which were subjected to limited scope review
by the auditors as required by the Code of Corporate Governance.

Irfan K. Qureshi Malik Naseem Hussain Labir
Managing Director Chairman
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Pakistan State Oil Co.Ltd.
PSO House, Khayaban-e-Igbal, Clifton,
P.O.Box 3983, Karachi 75600, Pakistan
Tel: (92-21) 111-111-PSO (776) Fax: (92-21) 9920-3721
- Website: www.psopk.com
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