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VERTICAL ANALYSIS 2010 2009 2008 2007 2006 2005 2004

Property, plant and equipment 3.17% 4.60% 5.95% 10.89% 10.94% 15.78% 18.25%
Long term investments 1.00% 1.40% 2.13% 4.00% 4.67% 4.43% 4.40%
Long term loans, advances and receivables0.16% 0.26% 0.38% 0.84% 0.99% 1.47% 2.15%
Long term deposits and prepayments 0.06% 0.05% 0.06% 0.09% 0.11% 0.20% 0.17%
Deferred tax 0.00% 3.28% 0.32% 0.54% 0.58% 0.24% 0.44%

Total Non-Current Assets 4.39% 9.60% 8.84% 16.36% 17.29% 22.13% 25.40%
Current Assets

Stores, spares and loose tools 0.06% 0.07% 0.09% 0.17% 0.18% 0.25% 0.45%
Stock-in-trade 28.97% 26.53% 49.06% 39.55% 40.14% 39.35% 35.30%
Trade debts 58.10% 52.48% 26.67% 18.20% 16.70% 12.98% 14.01%
Loans and advances 0.20% 0.27% 0.31% 0.49% 0.39% 0.41% 0.33%
Deposits and short term prepayments 0.18% 0.36% 0.32% 2.12% 1.84% 1.39% 2.34%
Other receivables 7.20% 8.35% 12.34% 21.08% 20.75% 19.80% 17.16%
Taxation - net 0.02% 0.46% 0.00% 0.00% 0.00% 0.00% 1.20%
Short Term Investments 0.00% 0.00% 0.00% 0.00% 0.00% 0.02% 0.07%
Cash and bank balances 0.88% 1.88% 2.37% 2.04% 2.71% 3.67% 3.73%

Total Current Assets 95.61% 90.40% 91.16% 83.64% 82.71% 77.87% 74.60%

Net Assets in Bangladesh - - - - - - -
Total Assets 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

EQUITY AND LIABILITIES

Share Capital 0.85% 1.12% 1.35% 2.29% 2.44% 3.28% 4.04%
Reserves 13.66% 12.49% 23.01% 25.72% 27.22% 30.26% 32.38%
Total Shareholders Equity 14.51% 13.60% 24.36% 28.02% 29.66% 33.54% 36.42%

Long term deposits 0.47% 0.56% 0.66% 1.03% 1.06% 1.29% 1.45%
Retirement and other service benefits 0.93% 1.09% 1.24% 2.20% 2.22% 2.53% 2.41%
Total Long term Liabilities 1.40% 1.65% 1.90% 3.23% 3.28% 3.82% 3.86%
Trade and other payables 77.15% 71.78% 63.78% 55.44% 52.47% 49.30% 47.99%
Provisions 0.34% 0.45% 0.57% 0.92% 1.11% 1.44% 0.00%
Accrued interest / mark-up 0.16% 0.36% 0.17% 0.18% 0.17% 0.12% 0.07%
Short term borrowings 6.44% 12.16% 8.65% 12.13% 10.90% 9.20% 11.66%
Taxes payable 0.00% 0.00% 0.57% 0.09% 2.42% 2.57% 0.00%
Total Current Liabilities 84.09% 84.75% 73.74% 68.76% 67.06% 62.64% 59.72%

100% 100% 100% 100% 100% 100% 100%

HORIZONTAL ANALYSIS 2010 2009 2008 2007 2006 2005 2004

Property, plant and equipment 83% 91% 98% 105% 99% 107% 100%
Total Non-Current Assets 82% 137% 104% 113% 113% 107% 100%
Stock-in-trade 391% 272% 417% 197% 188% 137% 100%
Trade debts 1978% 1355% 571% 229% 197% 114% 100%
Other receivables 200% 176% 215% 216% 200% 142% 100%
Cash and bank balances 112% 182% 191% 96% 120% 121% 100%
Total Current Assets 611% 438% 366% 198% 183% 129% 100%
Total Assets 477% 362% 300% 176% 165% 123% 100%
Share Capital 100% 100% 100% 100% 100% 100% 100%
Reserves 201% 140% 213% 140% 139% 115% 100%
Total Shareholders Equity 190% 135% 200% 136% 135% 114% 100%
Total Long term Liabilities 173% 154% 147% 147% 140% 122% 100%
Trade and other payables 767% 541% 398% 204% 181% 127% 100%
Total Current Liabilities 672% 513% 370% 203% 186% 129% 100%
Total Equity & Liabilities 477% 362% 300% 176% 165% 123% 100%

Financial Analysis
Balance Sheet
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VERTICAL ANALYSIS

2010 2009 2008 2007 2006 2005 2004

Sales 100% 100% 100% 100% 100% 100% 100%

Sales Tax 13.52% 13.54% 12.73% 12.75% 12.63% 12.87% 12.98%

IFEM/Levies 1.81% 1.28% 2.35% 2.17% 2.76% 3.39% 4.23%

Net sales 84.67% 85.18% 84.92% 85.07% 84.61% 83.74% 82.78%

Cost of products sold 81.35% 84.76% 79.77% 82.09% 79.73% 78.32% 78.07%

Gross Profit 3.33% 0.42% 5.15% 2.98% 4.88% 5.42% 4.71%

Operating Costs

Transportation 0.07% 0.07% 0.06% 0.09% 0.10% 0.12% 0.13%

Administrative & Marketing Expenses0.59% 0.71% 0.76% 0.91% 0.97% 1.27% 1.36%

Depreciation 0.13% 0.17% 0.20% 0.28% 0.31% 0.39% 0.41%

Other operating expenses 0.28% 0.56% 0.57% 0.18% 0.70% 0.42% 0.26%

Total Operating Costs 1.07% 1.50% 1.59% 1.46% 2.08% 2.20% 2.16%

-2.25% 1.09% -3.56% -1.52% -2.80% -3.21% -2.55%

Other / Other Operating income 0.86% 0.31% 0.29% 1.93% 0.40% 0.55% 0.76%

Profit / (Loss)  from Operations 3.12% -0.78% 3.85% 1.93% 3.20% 3.68% 3.31%

Finance cost 1.13% 0.87% 0.23% 0.28% 0.25% 0.15% 0.10%

Share of Profit of Associates 0.06% 0.06% 0.05% 0.08% 0.29% 0.09% 0.00%

Profit / (Loss)  before taxation 2.05% -1.58% 3.67% 1.73% 3.24% 3.62% 3.21%

Taxation -1.02% 0.65% 1.26% 0.59% 1.10% 1.39% 1.05%

Net Profit / (Loss) 1.03% -0.93% 2.41% 1.14% 2.13% 2.23% 2.16%

Financial Analysis
Profit and Loss Account
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HORIZONTAL ANALYSIS

2010 2009 2008 2007 2006 2005 2004

Sales 450% 369% 299% 211% 181% 130% 100%

Sales Tax 468% 384% 293% 207% 176% 129% 100%

IFEM/Levies 192% 111% 166% 108% 118% 104% 100%

400% 317% 262% 183% 162% 123% 100%

Net sales 460% 379% 307% 216% 185% 132% 100%

Cost of products sold 468% 400% 305% 221% 184% 130% 100%

Gross Profit 317% 33% 327% 133% 187% 150% 100%

Operating Costs

Transportation 241% 196% 129% 141% 140% 120% 100%

Administrative & Marketing expenses 195% 193% 167% 141% 129% 121% 100%

Depreciation 149% 151% 147% 144% 137% 124% 100%

Other operating expenses 468% 774% 650% 146% 477% 209% 100%

Total Operating Costs 223% 256% 220% 142% 174% 132% 100%

398% -157% 418% 126% 199% 164% 100%

Other / Other Operating Income 510% 150% 115% 115% 94% 80% 100%

Profit /  (Loss)  from operations 424% -86% 348% 123% 175% 145% 100%

Finance cost 5227% 3296% 723% 613% 468% 196% 100%

279% -189% 337% 108% 166% 143% 100%

Share of Profit of Associates 233% 204% 133% 149% 468% 100% 0%

Profit / (Loss)  before taxation 287% -181% 341% 114% 182% 147% 100%

Taxation 435% -227% 357% 119% 190% 172% 100%

Net Profit / (Loss) 215% -159% 334% 111% 179% 134% 100%

Summary of Cash Flow Statement
Net cash inflow / (outflow) from operating activities 4,957,702 (4,828,554) 4,116,415 3,715,768 1,702,598 5,307,821 1,571,278

Net cash inflow / (outflow) from investing activities 87,504 (2,889) (172,926) (707,953) (173,687) (1,219,568) (1,667,293)

Net cash (outflow) inflow from financing activities (1,944,209) 511,790 (9,716,130) (1,589,821) 4,035,619 (3,087,422) (725,302)

Cash & cash equivalents at end of the year (8,409,328) (11,510,325) (7,190,672) (1,418,031) 2,836,025 (191,669) (1,192,500)

Financial Analysis
Profit and Loss Account
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Statement of Compliance
with the Code of Corporate Governance

This statement is being presented to comply with the Code of Corporate Governance contained in the listing
regulations of Karachi, Lahore and Islamabad Stock Exchanges for the purpose of establishing a framework of
good governance, whereby a listed company is managed in compliance with the best practices of corporate
governance.

The Company has applied the principles contained in the Code in the following manner:

1. Under section 5 of the Marketing of Petroleum Products (Federal Control) Act, 1974 (the Act), the Federal
Government took over the management of the Company and the Act have effect notwithstanding anything
contained in the Companies Act, 1913 (now Companies Ordinance, 1984) or any other law for 
the time being in force. A nine member Board of Management (BOM) including a Managing Director (MD)
is appointed by the Federal Government to run the operations of the Company. Under Section 6 of the Act,
the administration and management of the Company is vested in MD of the Company and the MD shall
exercise and perform all the powers and functions of the Board of Directors of the Company. Furthermore,
provisions relating to the Board's affairs are governed through Board of Management Regulations, 1974

 approved by the Federal Government. The 'Code of Corporate Governance' (the Code) promulgated by
 the Securities and Exchange Commission of Pakistan (SECP) has laid down certain criterion for the election,

functioning and responsibilities of the Board of Directors. However, the said criterion of the Code are not
considered applicable to the extent of overriding provisions of the Marketing of Petroleum Products (Federal
Control) Act, 1974, and Board of Management Regulations, 1974.

2. The members of BOM have confirmed that none of them is serving as a director in more than ten listed
companies, including this Company.

3. All the members of the BOM are registered as taxpayers and none of them has defaulted in payment of any
loan to a banking company, a DFI or an NBFI or, being a member of a stock exchange, has been declared
as a defaulter by that stock exchange.

4. Two casual vacancies occurred in the BOM on December 31, 2009 and January 08, 2010 respectively, which
were filled on March 06, 2010 by the Federal Government. The ex-chairman of the Company tendered his
resignation which was announced in the following BOM meeting held on October 23, 2009.

5. The Company has prepared a 'Statement of Ethics and Business Practices', which has been signed by employees
of the Company.

6. The BOM has developed a vision/mission statement, overall corporate strategy and significant policies of 
the Company. A complete record of particulars of significant policies, approved or amended, has been
maintained.

7. All the powers of the BOM have been duly exercised and decisions on material transactions have been taken
by the BOM except for appointment and determination of remuneration and terms and conditions of
employment of the MD which is the function of the Federal Government under section 6(1) & (3) of the
Marketing of Petroleum Products (Federal Control) Act, 1974. Therefore, the requirement of the Code that
Board should approve the appointment and remuneration of the MD has not been considered applicable
to the extent of overriding provisions of the Marketing of Petroleum Products (Federal Control) Act, 1974.

8. Out of the total meetings of BOM, two meetings were presided over by the ex-chairman and the remaining
six meetings were chaired by the BOM member mutually selected by the members present at the meeting.
The BOM met at least once in every quarter. Written notices of the BOM meetings, along with agenda were
circulated at least seven days before the meetings. The minutes of the meetings were appropriately recorded
and were placed for approval of BOM in subsequent meetings.
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9. The BOM arranged an orientation course for its directors during the year to apprise them of their duties
and responsibilities.

10. The BOM has approved the appointment of Company Secretary during the year. There was no change in
the positions of Head of Internal Audit and Chief Financial Officer (CFO) during the year.

11. The directors' report for this year has been prepared in compliance with the requirements of the Code
and fully describes the salient matters required to be disclosed.

12. The financial statements of the Company were duly endorsed by MD and CFO before approval of the BOM.

13. The directors, MD and executives do not hold any interest in the shares of the Company other than that
disclosed in the pattern of shareholding.

14. The Company has complied with all the corporate and financial reporting requirements of the Code.

15. The BOM has formed an audit committee. It comprises of 3 members, all of whom are non-executive
directors.

16. The meetings of the audit committee were held at least once every quarter prior to approval of interim
and final results of the Company and as required by the Code. The terms of reference of the committee
have been formed and advised to the committee for compliance.

17. The BOM has set-up an effective internal audit function.

18. The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under
the quality control review programme of the Institute of Chartered Accountants of Pakistan, that they or
any of the partners of the firm, their spouses and minor children do not hold shares of the Company and
that the firm and all its partners are in compliance with International Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by Institute of Chartered Accountants of Pakistan.

19. The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they have
observed IFAC guidelines in this regard.

20. The related party transactions have been reviewed and approved by the BOM and placed before the Audit
Committee of the Company in accordance with the listing regulations of the stock exchanges.

21. We confirm that all other material principles contained in the Code have been complied with.

Irfan K. Qureshi
Managing Director

Karachi: August 6, 2010

Statement of Compliance
with the Code of Corporate Governance
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Review Report to the Members
on Statement of Compliance with Best Practices of Code of Corporate Governance

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate
Governance prepared by the Board of Management of Pakistan State Oil Company Limited to comply with the
Listing Regulations of Karachi, Islamabad and Lahore Stock Exchanges, where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Management
of the Company. Our responsibility is to review, to the extent where such compliance can be objectively verified,
whether the Statement of Compliance reflects the status of the Company's compliance with the provisions of
the Code of Corporate Governance and report if it does not. A review is limited primarily to inquiries of the
Company personnel and review of various documents prepared by the Company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the accounting and
internal control systems sufficient to plan the audit and develop an effective audit approach. We are not required
to consider whether the Board's statement on internal control covers all risks and controls, or to form an opinion
on the effectiveness of such internal controls, the Company's corporate governance procedures and risks.

Further, Listing Regulations of the Stock Exchanges where the Company is listed, require the Company to place
before the Board of Management for their consideration and approval related party transactions distinguishing
between transactions carried out on terms equivalent to those that prevail in arm's length transactions and
transactions which are not executed at arm's length price recording proper justification for using such alternate
pricing mechanism. Further, all such transactions are also required to be separately placed before the audit
committee. We are only required and have ensured compliance of requirement to the extent of approval of
related party transactions by the Board of Management and placement of such transactions before the audit
committee. We have not carried out any procedures to determine whether the related party transactions were
under taken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with the best
practices contained in the Code of Corporate Governance, except that certain clauses of Code of Corporate
Governance are considered inapplicable due to overriding provisions of Marketing of Petroleum Products (Federal
Control) Act, 1974 applicable to the Company, as more fully explained in the Statement of Compliance with the
Code of Corporate Governance.

M. Yousuf Adil Saleem & Co.
Chartered Accountants
Mushtaq Ali Hirani

KPMG Taseer Hadi & Co.
Chartered Accountants
Mohammad Mahmood Hussain

Karachi: August 6, 2010
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AuditorsÕ Report to the Members
For the year ended June 30, 2010

We have audited the annexed balance sheet of Pakistan State Oil Company Limited (Òthe CompanyÓ) as at 30
June 2010 and the related profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof, for the year then ended and we
state that we have obtained all the information and explanations which, to the best of our knowledge and belief,
were necessary for the purposes of our audit.

It is the responsibility of the CompanyÕs management to establish and maintain a system of internal control, and
prepare and present the above said statements in conformity with the approved accounting standards and the
requirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on these statements
based on our audit. We conducted our audit in accordance with the auditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to obtain reasonable assurance about whether the
above said statements are free of any material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the above said statements. An audit also includes assessing the
accounting policies and significant estimates made by management, as well as, evaluating the overall presentation
of the above said statements. We believe that our audit provides a reasonable basis for our opinion and, after
due verification, we report that:

a) in our opinion, proper books of account have been kept by the Company as required by the Companies
Ordinance, 1984;

b) in our opinion:

i) the balance sheet and profit and loss account together with the notes thereon have been drawn up 
in conformity with the Companies Ordinance, 1984, and are in agreement with the books of account 
and are further in accordance with accounting policies consistently applied, except for the changes as 
described in note 2.5 with which we concur;

ii) the expenditure incurred during the year was for the purpose of the CompanyÕs business; and

iii) the business conducted, investments made and the expenditure incurred during the year were in 
accordance with the objects of the Company;

c) in our opinion and to the best of our information and according to the explanations given to us, the balance
sheet, profit and loss account, statement of comprehensive income, cash flow statement and statement of
changes in equity together with the notes forming part thereof conform with approved accounting standards
as applicable in Pakistan and give the information required by the Companies Ordinance, 1984, in the manner
so required and respectively give a true and fair view of the state of the CompanyÕs affairs as at 30 June 2010
and of the profit, total comprehensive income, cash flows and changes in equity for the year then ended; 
and

d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII 
of 1980).

Without qualifying our opinion, we draw attention to:

n Note 12.2 to the financial statements. The Company considers the overdue balance of Rs. 22,676 million
from certain power generation companies as good debts for the reasons given in the aforementioned note.
Accordingly, no provision for impairment has been made there against in the financial statements. The ultimate
outcome of the matter cannot presently be determined;
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KPMG Taseer Hadi & Co. M. Yousuf Adil Saleem & Co.
Chartered Accountants Chartered Accountants
Mohammad Mahmood Hussain Mushtaq Ali Hirani

Karachi: August 6, 2010

n Notes 15.1, 15.2 and 15.5 to the financial statements. The Company considers the aggregate amount of
Rs. 7,419 million due from the Government of Pakistan as good debts for the reasons given in the
aforementioned notes. The ultimate outcome of the matters cannot presently be determined; and

n Note 25.1.2 to the financial statements. The High Court of Sindh decided the pending appeals of the Income
Tax Department for assessment years 1996 Ð 97 and 1997 Ð 98 against the Company, resulting in a tax
liability of Rs. 958 million on the Company. The Company filed a petition for leave to appeal with the Supreme
Court of Pakistan against the aforementioned decision, which was granted by the Supreme Court of Pakistan
and suspended the operation of the impugned judgment of the High Court of Sindh. The ultimate outcome
of the matter cannot presently be determined and no provision for the liability has been made in the financial
statements.

The financial statements of the Company for the year ended 30 June 2009 were audited by A.F. Ferguson &
Co., Chartered Accountants and KPMG Taseer Hadi & Co., Chartered Accountants who had also modified
their report by emphasis of matter paragraphs on those financial statements, vide their reports dated 12
August 2009 in respect of matters disclosed in notes 12.2, 15.1, 15.2, 15.5 and 25.1.2 to the annexed financial
statements.
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ASSETS

Non-current assets
Property, plant and equipment 4 6,375,233 6,987,025
Intangibles 5  36,250  68,872
Long term investments 6  2,019,270  2,153,514
Long term loans, advances and receivables 7  317,889  405,780
Long term deposits and prepayments 8  125,951  83,655
Deferred tax 9 -    5,033,273

8,874,593  14,732,119
Current assets
Stores, spare parts and loose tools 10 113,863  112,143
Stock-in-trade 11 58,598,668  40,698,209
Trade debts 12  117,501,074  80,509,830
Loans and advances 13  409,987  418,015
Deposits and short term prepayments 14  367,378  551,803
Other receivables 15  14,557,542  12,806,779
Taxation - net  46,580  709,627
Cash and bank balances 16  1,778,056  2,883,118

193,373,148  138,689,524

Net assets in Bangladesh 17  -  -
Total assets  202,247,741  153,421,643

EQUITY AND LIABILITIES

Equity
Share capital 18  1,715,190  1,715,190
Reserves 19  27,620,868  19,155,595

29,336,058  20,870,785

Non-current liabilities
Long term deposits 20  948,476  854,718
Retirement and other service benefits 21 1,887,751  1,673,020

2,836,227  2,527,738
Current liabilities
Trade and other payables 22  156,035,716  110,123,702
Provisions 23  688,512  688,512
Accrued interest / mark-up  330,213  556,380
Short term borrowings 24  13,021,015  18,654,526

170,075,456  130,023,120

Total equity and liabilities  202,247,741  153,421,643

Contingencies and commitments 25

The annexed notes 1 to 44 form an integral part of these financial statements.

Balance Sheet
As at June 30, 2010

2010 2009

 (Rupees in Ô000)Note

Irfan K. Qureshi Nazim F. Haji
Managing Director  Chairman
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Sales - net of trade discounts and allowances amounting
  to Rs. 1,059,363 thousand (2009: Rs. 130,068 thousand) 877,173,254 719,282,176
Less:
- Sales tax (118,563,577) (97,386,723)
- Inland freight equalization margin (15,851,726)  (9,199,864)

(134,415,303)  (106,586,587)
Net sales 742,757,951  612,695,589

Cost of products sold 26  (713,591,707)  (609,685,478)
Gross profit 29,166,244  3,010,111 

Other operating income 27  1,479,054  1,451,666 

Operating costs
Transportation costs 28  (631,849) (513,673)
Distribution and marketing expenses 29  (4,055,238)  (3,960,953)
Administrative expenses 30  (1,125,891)  (1,151,793)
Depreciation 4.1  (1,137,637)  (1,141,698)
Amortisation 5  (44,752)  (52,615)
Other operating expenses 31  (2,416,518)  (3,994,389)

(9,411,885)  (10,815,121)
Profit / (loss) from operations 21,233,413  (6,353,344)
Other income 32  6,095,348  776,686
Finance costs 33  (9,882,010)  (6,232,056)

17,446,751 (11,808,714)
Share of profit of associates 516,401  451,850
Profit / (loss) before taxation 17,963,152  (11,356,864)
Taxation 34  (8,913,556)  4,658,329
Profit / (loss) for the year 9,049,596  (6,698,535)

Earnings / (loss) per share - basic and diluted 35 52.76  (39.05)

The annexed notes 1 to 44 form an integral part of these financial statements.

Profit and Loss Account
For the year ended June 30, 2010

2010 2009

 (Rupees in Ô000)Note

(Rupees)

Irfan K. Qureshi Nazim F. Haji
Managing Director  Chairman
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Profit / (loss) for the year 9,049,596 (6,698,535)

Other comprehensive income

Unrealised loss due to change in fair value of other
long-term investments (70,751)  (387,965)

Unrealised gain / (loss) due to change in fair values of
associates' investments 985  (6,188)

(69,766) (394,153)

Total comprehensive income for the year 8,979,830 (7,092,688)

The annexed notes 1 to 44 form an integral part of these financial statements.

Statement of Comprehensive Income
For the year ended June 30, 2010

2010 2009

 (Rupees in Ô000)

Irfan K. Qureshi Nazim F. Haji
Managing Director  Chairman
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Statement of Changes in Equity
For the year ended June 30, 2010

Share Capital Unrealised Company's General Unappropriated Total

capital reserve gain / (loss) on share of reserve profit/ 

revaluation of unrealised  (accumulated 

 long term gain / (loss) on  loss) 

 investment associates'  

 available for  investments 

sale 

(Rupees in Ô000)

Balance as at June 30, 2008 1,715,190 3,373 938,623  (2,248) 16,139,968 12,170,148  30,965,054

Total comprehensive income for

the year

Loss for the year  -   -  - -  -  (6,698,535)  (6,698,535)

Unrealised loss due to change in fair 

value of long-term investment  -    -  (387,965)  -  -   -    (387,965)

Unrealised loss due to change in fair 

value of associates' investments  -   - - (6,188) -   -   (6,188)

   -   - (387,965) (6,188) - (6,698,535) (7,092,688)

Transactions with owners

Distribution

Final dividend for the year ended

June 30, 2008 @ Rs. 12.5 per share -   -   -   -   -   (2,143,986)  (2,143,986)

1st interim dividend for the year ended

June 30, 2009 @ Rs. 5 per share -    -   -   -   (857,595)  -    (857,595)

-   -    -   -  (857,595) (2,143,986) (3,001,581)

Others

Transfer to general reserve -   -    -   -   10,000,000 (10,000,000) -   

Balance as at June 30, 2009 1,715,190  3,373  550,658  (8,436) 25,282,373 (6,672,373)  20,870,785 

Total comprehensive income for

the year

Profit for the year  -   -    -   -   -    9,049,596  9,049,596

Unrealised gain due to change in fair 

value of long-term investment -   -   (70,751)  -   -   -    (70,751)

Unrealised gain due to change in fair 

value of associates' investments -   -    -   985 -   -   985

-    -    (70,751)  985  -   9,049,596 8,979,830

Transactions with owners

Distribution

1st interim dividend for the year ended

June 30, 2010 @ Rs. 3 per share -   -   -   -   -   (514,557) (514,557)

Balance as at June 30, 2010 1,715,190 3,373 479,907 (7,451) 25,282,373 1,862,666  29,336,058

The annexed notes 1 to 44 form an integral part of these financial statements.

Irfan K. Qureshi Nazim F. Haji
Managing Director  Chairman
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CASH GENERATED FROM OPERATING ACTIVITIES
Cash generated from operations 36  10,978,588  (162,072)
Decrease in long-term loans, advances and receivables 87,891 71,965
Increase in long-term deposits and prepayments (42,296)  (4,557)
Increase in long-term deposits  93,758  20,120
Taxes paid  (3,217,236)  (1,403,937)
Finance costs paid  (2,464,238)  (2,825,871)
Payment against provisions  -    (37,604)
Retirement benefits paid  (478,765)  (486,598)
Net cash generated from / (used in) operating activities  4,957,702  (4,828,554)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property, plant and equipment  (546,802)  (678,172)
Purchases of intangible assets  (12,130)  (15,985)
Proceeds from disposal of operating assets  5,567  20,167
Dividend received  640,869  671,101
Net cash generated from / (used in) investing activities  87,504  (2,889)

CASH FLOWS FROM FINANCING ACTIVITIES
(Repayment of) / proceeds from short-term finances  (1,427,452)  3,472,487
Dividend paid  (516,757)  (2,960,697)
Net cash (used in) / generated from financing activities  (1,944,209)  511,790
Net increase / (decrease) in cash and cash equivalents  3,100,997  (4,319,653)
Cash and cash equivalents at beginning of the year  (11,510,325)  (7,190,672)
Cash and cash equivalents at end of the year 37  (8,409,328)  (11,510,325)

The annexed notes 1 to 44 form an integral part of these financial statements.

2010 2009

 (Rupees in Ô000)Note

Cash Flow Statement
For the year ended June 30, 2010

Irfan K. Qureshi Nazim F. Haji
Managing Director  Chairman
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1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 Pakistan State Oil Company Limited ("the Company") is a public company incorporated in Pakistan
under the repealed Companies Act, 1913 (now Companies Ordinance, 1984) and listed on the Karachi,
Lahore and Islamabad stock exchanges. The registered office of the Company is located at PSO House,
Khayaban-e-Iqbal, Clifton, Karachi. The principal activities of the Company are procurement, storage
and marketing of petroleum and related products. It also blends and markets various kinds of lubricating
oils.

1.2 The Board of Management nominated by the Federal Government under section 7 of the Marketing
of Petroleum Products (Federal Control) Act, 1974 ("the Act") manages the affairs of the Company.
The provisions of the Act shall have effect notwithstanding anything contained in the Companies Act,
1913 (now Companies Ordinance, 1984) or any other law for the time being in force or any agreement,
contract, Memorandum or Articles of Association of the Company.

2. BASIS OF PREPARATION

2.1 Statement of compliance

These financial statements have been prepared in accordance with the approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as are
notified under the Companies Ordinance, 1984, provisions of and directives issued under the Companies
Ordinance, 1984. In case requirements differ, the provisions or directives of the Companies Ordinance,
1984 have been followed.

2.2 Basis of measurement

These financial statements have been prepared on the basis of Ôhistorical costÕ convention, except for
certain 'Available for sale' investments which have been recognised at fair value and recognition of
certain staff retirement benefits at present value.

2.3 Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is also the Company's functional
currency. 

2.4 Critical accounting estimates and judgements

The preparation of financial statements in conformity with approved accounting standards requires
management to make estimates, assumptions and use judgements that affect the application of policies
and reported amounts of assets and liabilities and income and expenses. Estimates, assumptions and
judgments are continually evaluated and are based on historical experience and other factors, including
reasonable expectations of future events. Revisions to accounting estimates are recognised prospectively
commencing from the period of revision. Areas where judgements and estimates made by the
management that may have a significant risk of material adjustments to the financial statements in the
subsequent year are as follows:

(Amounts in Rs.Ô000)
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- Residual values and useful lives of property, plant and equipment (note 3.1).

- Useful lives of intangible assets (note 3.2).

- Provision for impairment of trade debts and other receivables (note 3.7).

- Provision for impairment of non-financial assets (note 3.9).

- Provision for retirement and other service benefits (note 3.11).

- Taxation (note 3.15).

2.5 Changes in accounting policies and disclosures as a result of adoption of new and amended
accounting standards

Starting July 1, 2009, the Company has changed its accounting policies in the following areas:

- IAS 1 (Revised), 'Presentation of financial statements' (effective from January 1, 2009). The revised
standard prohibits the presentation of items of income and expenses (i.e. non owner changes in
equity) in the statement of changes in equity, requiring non-owner changes in equity to be presented
separately from owner changes in equity. All non-owner changes in equity are required to be
shown in a performance statement, but entities can choose whether to present one performance
statement (the statement of comprehensive income) or two statements (the income statement
and the statement of comprehensive income). Where entities restate or reclassify comparative
information, they are required to present a restated balance sheet as at the beginning of comparative
period in addition to the current requirement to present balance sheet at the end of current
period and comparative period. The Company has preferred to present two statements; a profit
and loss account (income statement) and statement of comprehensive income. Comparative
information has been re-presented so that it also is in conformity with the revised standard. Since
the change in accounting policy only impacts presentation / disclosure of the financials statement,
there is no impact on earnings per share.

- IFRS 8 ÔOperating segmentsÕ also became effective from January 1, 2009 which requires an entity
to determine and present operating segments based on the information that is provided internally
to the Company's Chief Operating Decision Maker (CODM) that is, the Company's function which
allocates resources to and assesses performance of its operating segments. Currently, the
management has determined that the Company has a single reportable segment and therefore the
adoption of the said IFRS has only resulted in some entity wide disclosures as given in note 38
to these financial statements.

- IAS 23 (Amendment), ÔBorrowing costsÕ became effective from January 1, 2009. The amendment
requires an entity to capitalise borrowing costs directly attributable to the acquisition, construction
or production of a qualifying asset (one that takes a substantial period of time to get ready for
use or sale) as part of the cost of that asset. The option of immediately expensing those borrowing
costs has been removed. The CompanyÕs accounting policy is in compliance with the IAS 23
(Amendment) and therefore, there will be no effect on the financial statements.

(Amounts in Rs.Ô000)
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2.6 Other accounting developments 

- The Company has applied Improving Disclosures about Financial Instruments (Amendments to
IFRS 7), issued in March 2009, that require enhanced disclosures about fair value measurements
and liquidityrisk in respect of financial instruments.

The amendments require that fair value measurement disclosures use a three-level fair value
hierarchy that reflects the significance of the inputs used in measuring fair values of financial
instruments. Specific disclosures are required when fair value measurements are categorised as
Level 3 (significant unobservable inputs) in the fair value hierarchy. The amendments require that
any significant transfers between Level 1 and Level 2 of the fair value hierarchy be disclosed
separately, distinguishing between transfers into and out of each level. Furthermore, changes in
valuation techniques from one period to another, including the reasons therefore, are required
to be disclosed for each class of financial instruments.

Further, the definition of liquidity risk has been amended and it is now defined as the risk that an
entity will encounter difficulty in meeting obligations associated with financial liabilities that are
settled by delivering cash or another financial asset.

The amendments require disclosure of a maturity analysis for non-derivative and derivative financial
liabilities, but contractual maturities are required to be disclosed for derivative financial liabilities
only when contractual maturities are essential for an understanding of the timing of cash flows.
For issued financial guarantee contracts, the amendments require the maximum amount of the
guarantee to be disclosed in the earliest period in which the guarantee could be called.

These amendments to the IFRS 7 have only resulted in increase in certain disclosures as given in
note 39. Apart from above certain other standards, amendments to published standards and
interpretations of accounting standards became effective during the year, however, they did n o t
effect the Company's financial statements.

2.7 Standards, interpretations and amendments not yet effective

The following standards, interpretations and amendments of approved accounting standards are
effective for accounting periods beginning on or after January 1, 2010. 

- Amendments to IFRS 2 Share-based Payment Ð Group Cash-settled Share-based Payment
 Transactions (effective for annual periods beginning on or after January 1, 2010). The IASB amended

IFRS 2 to require an entity receiving goods or services (receiving entity) in either an equity-settled
or a cash-settled share-based payment transaction to account for the transaction in its separate
or individual financial statements.

Until the above amendment, there was no specific guidance on the attribution of cash-settled share
based payments to the entity receiving goods or services where the entity had no obligation to

(Amounts in Rs.Ô000)



settle the transaction. Therefore there was diversity in practice for cash-settled share based
payment transactions. The amended IFRS would be applicable to the Company's financial
statements from the financial year starting from July 1, 2010.

On August 14, 2009, the Government of Pakistan has launched a scheme called Benazir
EmployeesÕ Stock Option Scheme (ÔBESOSÕ) for the employees of state owned entities including
Pakistan State Oil Company Limited. Under the scheme a Trust has been formed and 12% of
the shares held by the Ministry of Petroleum & Natural Resources have been transferred to
the Trust. The eligible employees have been allotted units of the trust, based on the length
of the service till August 14, 2009. On cessation of the employment each employee will be
required to surrender the units for cash payment from the fund equivalent to market value
of the shares. Under the scheme eligible employees will not be entitled to get the benefit unless
they have served five more years from the date of enforcement of BESOS except for certain
exceptional reasons for early  separation  from  the company as mentioned in the Trust deed.
The  eligible employees  will  be entitled to 50% of the dividend and the remaining 50% dividend
will be transferred to Central Revolving Fund of the Privatization Commission who would
settle the surrendered units of the Trust on behalf of GoP.

Since the matter affected a large number of State Owned Enterprises (SOEs), the Company
along with certain other SOEs has requested the Institute of Chartered Accountants of Pakistan
(ICAP) to clarify the accounting and reporting implications for BESOS. The Company's
management has not yet quantified the impact of this scheme on the financial statements.
However, in view of vesting conditions under the scheme, the charge for the current year is
estimated not to be material.

- Amendments to IAS 32: Classification of Rights Issues (effective for period beginning on or
after February 1, 2010). Under the amendment to IAS 32 rights, options and warrantsÐotherwise
meeting the definition of equity instruments in IAS 32.11 Ð issued to acquire a fixed number
of an entityÕs own non-derivative equity instruments for a fixed amount in any currency are
classified as equity instruments, provided the offer is made pro-rata to all existing owners of
the same class of the entityÕs own non-derivative equity instruments.

- IFRIC 19: Extinguishing Financial Liabilities with Equity Instruments (effective for annual periods
beginning on or after July 1, 2010). IFRIC 19 clarifies the accounting when an entity extinguish
the liability by issuing its own equity instruments to the creditor.

- International Accounting Standard (IAS) 24 (revised): Related Party Disclosures (effective for
annual period beginning on or after January 1, 2011). The amendments to IAS 24 simplify the
disclosure requirements for entities that are controlled, jointly controlled or significantly
influenced by a government (referred to as government-related entities) and clarify the definition
of a related party. 

- Amendments to IFRIC 14 IAS 19 Ð The Limit on a Defined Benefit Assets, Minimum Funding
Requirements and their Interaction (effective for annual periods beginning on or after January
1, 2011). IFRIC 14 IAS 19 ÐThe Limit on a Defined Benefit Asset, Minimum Funding Requirements
and their Interaction has been amended to remedy an unintended consequence of IFRIC 14
where entities are in some circumstances not permitted to recognise prepayments of minimum
funding contributions, as an asset.

- The International Accounting Standards Board made certain amendments to existing standards
as part of its second and third annual improvements project. The effective dates for these
amendments vary by standards.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below.  These policies have been consistently applied to all the years presented, unless otherwise stated.

3.1 Property, plant and equipment

These are stated at cost less accumulated depreciation and accumulated impairment losses, if any,
except freehold land and capital work-in-progress, which are stated at cost less impairment losses, if
any.

Cost in relation to certain fixed assets, including capital work-in-progress, signifies historical cost and
financial charges on borrowings for financing the projects until such projects are completed or become
operational.

Depreciation is charged to profit and loss account using straight-line method so as to write off the
historical cost of the assets over their estimated useful lives at the rates given in note 4.1. Depreciation
on additions is charged from the month in which the asset is available for use and on disposals up to
the preceding month of disposal.  Assets residual values, useful lives and depreciation rates are reviewed,
and adjusted, if appropriate at each balance sheet date. An assetÕs carrying amount is written down
immediately to its recoverable amount if the assetÕs carrying amount is greater than its estimated
recoverable amount. Subsequent costs are included in the assetsÕ carrying  amount or recognised as
a separate asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised.

Maintenance and normal repairs are charged to profit and loss account. The gain or loss on disposal
or retirement of an asset represented by the difference between the sale proceeds and the carrying
amount of the asset is recognised as an income or expense.

3.2 Intangible assets - computer softwares

An intangible asset is recognised if it is probable that the future economic benefits that are attributable
to the asset will flow to the enterprise and that the cost of such asset can also be measured reliably.

Generally, costs associated with developing or maintaining computer software programmes are
recognised as an expense as incurred. However, costs that are directly associated with identifiable
software and have probable economic benefits exceeding one year, are recognised as an intangible
asset. Direct costs include the purchase cost of software and related overhead cost. Intangible assets
acquired separately are measured on initial recognition at cost. Following initial recognition, intangible
assets are carried at cost less accumulated amortisation and accumulated impairment losses, if any,
thereon.

Expenditure which enhances or extends the performance of computer software beyond its original
specification and useful life is recognised as a capital improvement and added to the original cost of
the software.

Intangible asset is amortised from the month when such asset is available for use on straight-line basis
over its useful economic life.

(Amounts in Rs.Ô000)



3.3 Financial instruments

Financial assets

The Company classifies its financial assets in the following categories: at fair value through profit or
loss, loans and receivables, available for sale and held to maturity. The classification depends on the
purpose for which the financial assets were acquired. Management determines the classification of
its financial assets at initial recognition.

a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading and financial
assets designated upon initial recognition as at fair value through profit or loss. A financial asset
is classified as held for trading if acquired principally for the purpose of selling in the short term.
Assets in this category are classified as current assets. There were no financial assets held for
trading at the balance sheet date.

b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for maturities
greater than twelve months after the balance sheet date, which are classified as non-current assets.
Loans and receivables comprise trade debts, loans, advances, deposits, other receivable and cash
and bank balances in the balance sheet.

c) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category
or not classified in any of the other categories. They are included in non-current assets unless
management intends to dispose of the investments within twelve months from the balance sheet
date.

d) Held to maturity

Financial assets with fixed or determinable payments and fixed maturity, where management has
intention and ability to hold till maturity are classified as held to maturity.

All financial assets are recognised at the time when the Company becomes a party to  the contractual
provisions of the instrument. Regular way purchases and sales of investments are recognised on
trade-date - the date on which the Company commits to purchase or sell the asset. Financial assets
are initially recognised at fair value plus transaction costs except for financial assets at fair value through
profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair
value and transaction costs are expensed in the profit and loss account. Financial assets are derecognised
when the rights to receive cash flows from the assets have expired or have been transferred and the
Company has transferred substantially all the risks and rewards of ownership. Available-for-sale financial
assets and financial assets at fair value through profit or loss are subsequently carried at fair value.
Loans and receivables and held-to-maturity investments are carried at amortised cost using the effective
interest rate method.
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Changes in the fair value of securities classified as available-for-sale are recognised in other comprehensive
income. Investments in associates are accounted for using the equity method as explained in note 3.4.

When securities classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments recognised in other comprehensive income are included in the profit and loss account
as a reclassification adjustment. Interest on available-for-sale securities calculated using the effective
interest method is recognised in the profit and loss account. Dividends on available-for-sale equity
instruments are recognised in the profit and loss account when the CompanyÕs right to receive
payments is established.

The fair values of quoted investments are based on current prices. If the market for a financial asset
is not active (and for unlisted securities), the Company measures the investments at cost less impairment
in value, if any.

The Company assesses at each balance sheet date whether there is objective evidence that a financial
asset or a group of financial assets is impaired. If any such evidence exists for available-for-sale financial
assets, the cumulative loss that had been recognised in other comprehensive income shall be reclassified
from equity to profit and loss account as a reclassification adjustment. Impairment losses recognised
in the profit and loss account on equity instruments classified as available-for-sale are not reversed
through the profit and loss account. Impairment testing of trade and other receivables is described
in note 3.7.

Financial liabilities

All financial liabilities are recognised at the time when the Company becomes a party to the contractual
provisions of the instrument.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expired. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of
a new liability, and the difference in respective carrying amounts is recognised in the profit and loss
account.

3.4 Investment in associates

Associates are all entities over which the Company has significant influence but not control, generally
represented by a shareholding of 20% to 50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting and are initially recognised at cost.

The CompanyÕs share of its associatesÕ post acquisition profits or losses is recognised in profit and
loss account and its share in post acquisition of other comprehensive income is recognised in Company's
other comprehensive income. Cumulative post acquisition movements are adjusted against the carrying
value of the investments. When the CompanyÕs share of losses in associate equals or exceeds its

(Amounts in Rs.Ô000)



interest in the associate including any other long term unsecured receivable, the Company does not
recognise future losses, unless it has incurred obligations or made payments on behalf of the associate.

Gain on transactions between the Company and its associates are eliminated to the extent of the
CompanyÕs interest in the associates.

3.5 Stores, spare parts and loose tools

These are valued at lower of moving average cost and net realisable value. Cost comprises invoice
value and other direct costs but excludes borrowing costs. Obsolete and used items are recorded
at nil value. Provision is made for slow moving items where necessary and is recognised in the profit
and loss account. 

Net realisable value is the estimated selling price in the ordinary course of business less estimated
costs necessary to make a sale.

3.6 Stock-in-trade

Stock in trade is valued at the lower of average cost or cost on first-in-first-out (FIFO) basis, and net
realisable value. The cost formula is dependent on the nature of the stock categories but the same
formula is applied to all items of a similar nature. Cost comprise invoice value, charges like excise,
custom duties and other similar levies and other direct costs.

Obsolete items are recorded at nil value. Provision is made for slow moving stocks where necessary
and recognised in profit and loss account. Net realisable value is the estimated selling price in the
ordinary course of business less estimated costs necessary to make a sale.

3.7 Trade debts and other receivables

Trade debts and other receivables are stated initially at fair value and subsequently measured at
amortised cost using the effective interest method less provision for impairment, if any. A provision
for impairment of trade debts and other receivable is established where there is objective evidence
that the Company will not be able to collect all amounts due according to the original terms of the
receivables. Trade debts and receivable are written off when considered irrecoverable.

Exchange gains or losses arising in respect of trade and other receivables in foreign currency are added
to their respective carrying amounts.

3.8 Cash and cash equivalents

Cash and cash equivalents include cash in hand, with banks on current and deposit accounts and
running finance under mark-up arrangements. Running finance under mark-up arrangements is shown
in current liabilities on the balance sheet.

3.9 Impairment of non-financial assets

The carrying amounts of the CompanyÕs assets are reviewed at each balance sheet date to determine
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whether there is any indication of impairment loss. If any such indication exists, the assetÕs recoverable
amount is estimated in order to determine the extent of the impairment loss, if any. An impairment
loss is recognised for the amount by which the assets carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an assetÕs fair value less cost to sell and value in use.
Impairment losses are charged to profit and loss account.

3.10 Share capital

Ordinary shares are classified as equity and are recorded at their face value.

3.11 Retirement and other service benefits

3.11.1 Pension funds

The Company operates approved funded defined benefit pension schemes separately for both
management and non-management employees. The schemes provide pension based on the employeesÕ
last drawn salary. Pensions are payable for life and thereafter to surviving spouses and/or dependent
children. Provisions are made to cover the obligations under the scheme on the basis of actuarial
valuation and are charged to profit and loss account. The most recent valuations were carried out
as of June 30, 2010 using the "Projected Unit Credit Method".

The amount recognised in the balance sheet represents the present value of defined benefit obligations
as adjusted for unrecognised actuarial gains and losses and unrecognised past service costs and as
reduced by the fair value of the plan assets.

Cumulative net unrecognised actuarial gains and losses at the end of previous year which exceed 10%
of the greater of the present value of the Company's pension obligations and the fair value of plan
assets at that date are amortised over the expected average remaining working lives of the employees.

3.11.2 Gratuity fund

The Company also operates an approved funded defined benefit gratuity scheme for all its permanent
employees. The Scheme provides for a graduated scale of benefits dependent on the length of service
of the employee on terminal date, subject to the completion of minimum qualifying period of service.
Gratuity is based on employees' last drawn salary.

Provisions are made to cover the obligations under the scheme on the basis of actuarial valuation
and are charged to profit and loss account. The most recent valuation was carried out as of
June 30, 2010 using the "Projected Unit Credit Method".

The amount recognised in the balance sheet represents the present value of defined benefit obligations
as adjusted for unrecognised actuarial gains and losses and as reduced by the fair value of plan assets.

Cumulative net unrecognised actuarial gains and losses at the end of previous year which exceed 10%
of the greater of the present value of the Company's gratuity obligations and the fair value of plan
assets at that date are amortised over the expected average remaining working lives of the employees.

(Amounts in Rs.Ô000)



3.11.3 Medical

The Company also provides post retirement medical benefits to its permanent employees except for
those management employees who joined the Company after July 1, 2001. Under the unfunded scheme
all such employees and their spouses are entitled to the benefits.

Provisions are made to cover the obligations under the scheme on the basis of actuarial valuation and
are charged to profit and loss account. The most recent valuation was carried out as of June 30, 2010
using the "Projected Unit Credit Method".

The amount recognised in the balance sheet represents the present value of defined benefit obligations
as adjusted for unrecognised actuarial gains and losses. Cumulative net unrecognised actuarial gains
and losses at the end of previous year which exceed 10% of the present value of the Company's
obligations at that date are amortised over the expected average remaining working lives of the
employees.

3.11.4 Provident fund

The Company also operates an approved funded contributory provident fund for its management and
non-management employees. Equal monthly contributions are made both by the Company and the
employee at the rate of 8.33% per annum of the basic salary. In addition, employees have the option
to contribute at the rate of 16.66% per annum, however, the Company's contribution remains 8.33%.

3.12 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred and are subsequently
stated at amortised cost. Any difference between the proceeds (net of transaction costs) and the
redemption value is recognised in the profit and loss account over the period of borrowings using
the effective interest rate method.

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer
the settlement of the liability for at least twelve months after the balance sheet date. Exchange gains
and losses arising in respect of borrowings in foreign currency are added in the carrying amount of
the borrowing.

3.13 Trade and other payables

These are stated initially at fair value and subsequently measured at amortised cost using the effective
interest rate method. Exchange gains and losses arising in respect of liabilities in foreign currency are
added to the carrying amount of the respective liability.

3.14 Provisions

Provisions are recognised when the Company has a legal or constructive obligation as a result of a
past event, and it is probable that outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate can be made of the amount of obligation. Provisions
are reviewed at each balance sheet date and adjusted to reflect current best estimate.
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3.15 Taxation

3.15.1 Current

Provision for current taxation is based on the taxable income for the year determined in accordance
with the prevailing law for taxation on income. The charge for current tax is calculated using prevailing
tax rates. The charge for current tax also includes adjustments for prior years or otherwise considered
necessary for such years.

3.15.2 Deferred

Deferred tax is accounted for using the balance sheet liability method on all temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. Deferred tax liabilities are generally recognised for all taxable temporary differences
including on investments in associates and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which the deductible temporary differences,
unused tax losses and tax credits can be utilised. Deferred tax is calculated at the rates that are
expected to apply to the period when the differences reverse, based on tax rates that have been
enacted or substantively enacted by the balance sheet date. Deferred tax is charged or credited to
profit and loss account except to the extent it relates to items recognised directly in equity / other
comprehensive income in which case it is also recognised in equity / other comprehensive income.

3.16 Foreign currency transactions and translation

The financial statements are presented in Pakistan Rupees which is the CompanyÕs functional and
presentation currency. Transactions in foreign currencies are accounted for in Pakistan Rupees at
daily average rates. Monetary assets and liabilities in foreign currencies are translated into Pakistan
Rupees at the rates of exchange prevailing at the balance sheet date. Exchange gains and losses from
the settlement of foreign currency transactions and translation of monetary assets and liabilities at
the balance sheet date rates are included in profit and loss account.

3.17 Offsetting of financial assets and liabilities

A financial asset and a financial liability are offset and the net amount is reported in the balance sheet
if the Company has a legally enforceable right to set-off the recognized amounts and intends either
to settle on a net basis or to realise the asset and settle the liability simultaneously.

3.18 Revenue recognition

Revenue is recognised to the extent it is probable that the economic benefits will flow to the Company
and the revenue can be measured reliably. Revenue is measured at the fair value of the consideration
received or receivable, and is recognised on the following basis:

- Sales are recorded when the significant risks and rewards of ownership of the goods have
passed to the customers which coincide with the dispatch of goods to the customers.

(Amounts in Rs.Ô000)
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- Dividend income on equity investment is recognised when the Company's right to receive the
dividend is established.

- Handling, storage and other services income and return on deposits is recognized on accrual basis.

3.19 Borrowing costs

Borrowing costs are recognised as an expense in the period in which these are incurred except where
such costs are directly attributable to the acquisition, construction or production of a qualifying asset
in which case such costs are capitalised as part of the cost of that asset. Borrowing costs eligible for
capitalisation are determined using effective interest method.

3.20 Dividend and appropriation to reserves

Dividend and appropriation to reserves are recognised in the financial statements in the period in
which these are approved.

3.21 Earning per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares outstanding during the period. Diluted EPS is
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

Notes to the Financial Statements
For the year ended June 30, 2010

(Amounts in Rs.Ô000)

Note 2010 2009

4. PROPERTY, PLANT AND EQUIPMENT

Operating assets 4.1 5,730,383 6,288,524
Capital work in progress 4.3 644,850 698,501

6,375,233 6,987,025
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4.2 The details of operating assets disposed off during the year are as follows:

Vehicles 1,005  335  670  737 Company Amjad Pervaiz Janjua
policy Employee

Plot D16, Block B, Naval
Housing Scheme Zamzama
Link Road Clifton Karachi

690  495  195  207 Company Sajjad A.K. Shanani
Policy Ex-employee

Nawani Tehsil Dist. Bhakkar

651  532  119  130 Company Abu Khursheed M. Arif
Policy Ex-employee

16 Sunny Side Villa, Bleak
House Road, Civil Lines,
Karachi Cantt.

727  213  514  562 Company Dr. Nazir Abbas Zaidi
Policy Employee

A-183 Block 1.
Gulshan-e-Iqbal, Karachi

727  223  504  562 Company Irfanuddin Qidwai
Policy Ex-employee

A-195 Block L, North
Nazimabad, Karachi

Plant and machinery 4,092  3,857  235  43 Tender M/s. Abdul Hameed & Co.
(At Karachi Airport)
Shop # 1 Erum Mansion, 
Ramswami Tower, BF 
Caberal Road, Karachi

Service and filling 
stations 466  320  146  116 Tender M/s. Sultan P/S Badah 

Larkana Road, Larkana

452  312  140  116 Tender M/s. Qazi P/S Indus H/W 
KM-413/414 AT Nasirabad
Sukkur

4.1.1 Service and filling stations include cost of Rs. 7,097,858 (2009: Rs. 6,790,857) incurred by the Company
on underground storage tanks, dispensing units and other equipment, and construction and related work.
It also includes cost incurred on modernisation and development under the "New Vision Scheme" on
approximately 1,795 (2009: 1698) out of the total 3,626 (2009: 3,383) retail filling station of dealers. In view
of large number of dealers, the management considers it impracticable to disclose particulars of assets
not in the possession of the Company as required under the Fourth Schedule to the Companies Ordinance,
1984.

Mode of
disposal

Cost Accumulated
depreciation

Net
book
value

Sale
proceeds

Particulars of buyers

Items having book value
of less than Rupees fifty
thousand each 11,994 11,940 54 3,094

Year ended 30 June 201020,804 18,227 2,577 5,567

Year ended 30 June 2009 54,739 51,370 3,369 20,167



89

4.3 Capital work in progress

Service and filling stations 173,390 205,883
Tanks and pipelines 217,083 154,784
Plant and machinery 31,099 81,418
Furniture, fittings and equipment 5,313 658
Advances to suppliers and contractors for tanks,

pipelines and storage development projects 18,806 9,914
Capital stores 199,159 245,844

644,850 698,501

Note 2010 2009

5. INTANGIBLES - computer softwares

Net carrying value
Balance at beginning of the year 68,872 105,502
Additions at cost 12,130 15,985
Amortisation charge for the year 5.2 (44,752) (52,615)
Balance at end of the year 36,250 68,872

Gross carrying value
Cost 269,584 257,454
Accumulated amortisation (233,334) (188,582)
Net book value 36,250 68,872

5.1 Computer softwares include ERP System - SAP,  anti-virus softwares and other office related softwares.

5.2 The cost is being amortised over a period of 3 to 5 years.

6. LONG-TERM INVESTMENTS

Available-for-sale, in related parties
In a quoted company - at fair value

- Pakistan Refinery Limited
Equity held 18% (2009: 18%) 495,005 565,756

In an unquoted company - at cost

- Pak-Arab Pipeline Company Limited
Equity held 12% (2009: 12%) 864,000 864,000

1,359,005 1,429,756
Investments in associates - in unquoted companies - note 6.1

- Asia Petroleum Limited (APL), Equity held 49% (2009: 49%) 606,465 677,647
- Pak Grease Manufacturing Company (Private)

Limited (PGMCL), Equity held 22% (2009: 22%) 53,800 46,111
660,265 723,758

2,019,270 2,153,514

2010 2009
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Total assets 1,984,035 267,264 2,184,563 236,235
Total liabilities 746,353 22,720 801,581 26,112
Revenues 1,833,421 190,806 1,747,780 195,936
Profit after tax 1,029,664 53,286 897,708 53,819

46,058,600 46,058,600 10 Asia Petroleum Limited 606,465 677,647
686,192 686,192 10 Pak Grease Manufacturing

Company (Private) Limited 53,800 46,111
660,265 723,758

6.1 Investment in associates

Face value
per share
(Rupees)

Number of shares
2010 2009

2010 2009
APL PGMCL APL PGMCL

Name of the company

6.1.1 Movement of investments in associates

Balance at beginning of the year 723,758 883,376
Share of profits
- current year 516,259 451,584
- adjustment for last year profits based on audited

financial statements 142 266
516,401 451,850

Unrealised gain / (loss) on associates' investments 985 (6,188)
Dividends received (580,879) (605,280)
Balance at end of the year 660,265 723,758

6.1.2 The summarised financial information of the associates over which the Company exercises significant
influence, based on the financial statements for the year ended June 30, 2010, is as follows:

2010 2009

Notes to the Financial Statements
For the year ended June 30, 2010

(Amounts in Rs.Ô000)
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7. LONG-TERM LOANS, ADVANCES AND RECEIVABLES

Loans - considered good
Executives 7.1, 7.2 & 7.4 24,519 42,811
Employees 7.2 177,885 113,144

202,404 155,955
Current portion shown under current assets 13 (59,858) (50,670)

142,546 105,285
Advances - considered good
Employees 7.3 470 470

Receivables
Due from Karachi Electric Supply

Corporation (KESC) - considered good 7.5 228,594 326,563
Current portion shown under current assets 15 (163,281) (130,625)

65,313 195,938
Others

- considered good 109,560 104,087
- considered doubtful 8,143 8,143

117,703 112,230
Provision for impairment 7.6 (8,143) (8,143)

109,560 104,087
317,889 405,780

7.1 Reconciliation of carrying amount of loans to executives:

Balance at beginning of the year 42,811 31,877
Add: Disbursements / transfers 3,071 29,159
Less: Repayments / amortisation (21,363) (18,225)
Balance at end of the year 24,519 42,811

7.2 These represent interest free loans to executives and employees for purchase of motor cars, motor
 cycles, house building, marriage, umrah and others, in accordance with the CompanyÕs policy. Loans
 for purchase of motor cars and motor cycles are secured against the respective assets. House building
 loans and certain category of management loans are secured against outstanding balance of provident

fund and gratuity, whereas all other loans are unsecured.  These loans are recoverable in monthly
 installments over a period of two to six years.

7.3 These represent interest free advances against housing assistance given to employees once in service
life for purchase and construction of residential property in accordance with the CompanyÕs policy.

  These advances are secured against respective asset and are recoverable in four to five years and are
adjusted against the monthly house rent allowance of the respective employee.

7.4 The maximum aggregate amount outstanding at the end of any month during the year in respect of
 loans to executives was Rs. 36,102 (2009: Rs. 45,776).

7.5 In a meeting of Economic Co-ordination Committee (ECC) on November 11, 2001 chaired by the
 Finance Minister, Government of Pakistan (GoP), the Company was advised to treat the outstanding 

trade debt from KESC as a long term receivable, recoverable over a period of 10 years, including two
years grace period.  Accordingly, an agreement was signed between the Company and KESC under

 which the amount due is to be paid by KESC in quarterly installments over a period of 10 years,
 including a two years grace period, free of interest, which commenced on February 2004. In case of
 delayed payment, KESC is liable to pay a mark-up at State Bank of PakistanÕs (SBP) discount rate plus

2% per annum on the installment due. In the event any two installments, whether consecutive or not
remain over due, KESC is liable to pay an additional sum as liquidated damages.

Note 2010 2009

(Amounts in Rs.Ô000)



7.6 As at June 30, 2010, balances aggregating to Rs. 8,143 (2009: Rs. 8,143) were impaired and provided 
for.  The ageing of these balances is as under:

More than 6 months 8,143 8,143

8. LONG-TERM DEPOSITS AND
PREPAYMENTS - Considered good

Long-term deposits 56,443 53,189
Prepaid rentals 99,296 50,507
Less: Current portion shown under current assets 14 (29,788) (20,041)

69,508 30,466
125,951 83,655

9. DEFERRED TAX

Debit balance arising in respect of:
Provision for:
- retirement benefits - 314,299
- doubtful trade debts - 836,088
- doubtful receivables - 271,746
- impairment of stores and spare parts - 8,535
- excise, taxes and other duties - 25,492
- impairment of stocks-in-trade - 7,510
Unutilised tax losses - 4,376,390
Minimum tax - -
Others - 65,157

- 5,905,217
Credit balance arising in respect of accelerated tax depreciation,
amortisation and investments in associates - (871,944)

- 5,033,273

9.1 Section 113 of the Income Tax Ordinance, 2001 has been amended through Finance Act, 2010 whereby
the minimum tax rate has been increased from 0.5 percent to 1 percent of the annual turnover with
effect from July 1, 2010. In view of this amendment, the Company does not expect to realize the

 temporary differences in future, accordingly deferred tax asset amounting to Rs. 2,869,333 has not
 been recognized in these financial statements. The management along with other oil marketing companies

is pursuing the matter with the taxation authorities for withdrawal of minimum tax on oil marketing
 companies.

10. STORES, SPARE PARTS AND LOOSE TOOLS
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(Amounts in Rs.Ô000)

Note 2010 2009
Stores 129,953 128,336
Spare parts and loose tools 8,295 8,192

138,248 136,528
Less: Provision for impairment 10.1 (24,385) (24,385)

113,863 112,143
10.1 The movement in provision during the year is as follows:

Balance at beginning of the year 24,385 22,000
Add: Charged during the year and recognised in other
operating expenses 31 - 2,385
Balance at end of the year 24,385 24,385
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11.1 Includes stock-in-transit amounting to Rs. 17,532,327 (2009: Rs. 13,396,164) and stocks held by:

Pakistan Refinery Limited - related party 107,529 107,529
Shell Pakistan Limited 131,855 97,871
Byco Petroleum Pakistan Limited (Formerly 56,985 5,236

Bosicor Pakistan Limited) 296,369 210,636

11.2 Includes stock valued at net realisable value amounting to Rs. 317,262 (2009: Rs. 252,036).

11.3 Represents stocks held in trust on behalf of third parties, net of storage, handling and other charges
amounting to Rs. 23,730 (2009: Rs. 23,730) recoverable thereagainst.

12. TRADE DEBTS

Considered good
- Due from Government agencies and autonomous bodies

- Secured 12.1 35,267,722 16,050,990
- Unsecured 4,012,420 7,460,813

39,280,142 23,511,803

- Due from other customers
- Secured 12.1 & 12.2 8,135,195 6,008,823
- Unsecured 12.2 70,085,737 50,989,204

78,220,932 56,998,027
117,501,074 80,509,830

Considered doubtful 2,630,792 2,388,823
Trade debt - gross 120,131,866 82,898,653
Provision for impairment 12.4 & 12.5 (2,630,792) (2,388,823)
Trade debt - net 117,501,074 80,509,830

Note 2010 2009

(Amounts in Rs.Ô000)

11. STOCK-IN-TRADE

Petroleum and other products (gross) 11.1 & 11.2 32,259,921 29,253,203
Less: Stock held on behalf of third parties 11.3 (1,227,998) (644,732)

31,031,923 28,608,471

Less: Provision for slow moving products - lubricants (21,456) (21,456)
31,010,467 28,587,015

In pipeline system of Pak-Arab Pipeline Company Limited
and Pak-Arab Refinery Limited 20,986,177 10,227,321

51,996,644 38,814,336
Add: Charges incurred thereon 6,602,024 1,883,873

58,598,668 40,698,209

2010 2009

2010 2009
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12.1 These debts are secured by way of letters of credit and bank guarantees.

12.2 The receivable from Hub Power Company Limited (HUBCO) and Kot Addu Power Company Limited
(KAPCO) as at June 30, 2010 aggregated to Rs. 71,635,025 (2009: Rs. 50,799,628), which includes overdue
amounts of Rs. 22,675,792 (2009: Rs. 17,963,673). The Company does not consider the overdue balance
receivable of Rs. 22,675,792 as doubtful, as this has been largely accumulated due to existing circular debt
situation. The Company, based on measures being undertaken by the Government of Pakistan (GoP) in
this regard is confident of realizing the entire aforementioned receivables in due course.  Accordingly, the
Company while estimating the provision for impairment on the basis of overdue analysis has not considered
the aforementioned receivable balance of HUBCO and KAPCO, which would have increased the provision
as at June 30, 2010 by Rs. 2,267,579 (2009: Rs.876,599).

12.3 The Company considers only those receivable as past due which are over 3 months old from due date.
As at June 30, 2010, trade debts aggregating to Rs. 23,532,621 (2009: Rs. 10,306,331) were past due but
not impaired. These relate to various customers including Independent Power Projects (IPPs) and Government
agencies and autonomous bodies for which there is no or some recent history of default. These trade
debts are outstanding for 3 to 6 months.

12.4 As at June 30, 2010, trade debts aggregating Rs. 3,434,772 (2009: Rs. 4,487,071) were deemed to have been
impaired, of which Rs. 2,630,792 (2009: Rs. 2,388,823) were considered doubtful and provided for. The
individually impaired debts relate to various customers including Government agencies and autonomous
bodies which are facing difficult economic situations. The ageing of these trade debts is as follows:

Note 2010 2009

12.5 The movement in provision during the year is as follows:

Balance at beginning of the year 2,388,823 1,911,478
Charged during the year and recognised in

other operating expenses 31 241,969 477,345
Balance at end of the year 2,630,792 2,388,823

12.6 Amounts due from related parties, included in trade debts, are as follows:

Oil & Gas Development Corporation Limited 197,700 400,668
Pakistan International Airlines Corporation 867,138 2,679,252
National Logistic Cell 351,696 269,284
Pakistan Steel Mills Corporation Limited 78,892 62,081
Water and Power Development Authority 37,322,403 19,946,952
Pakistan Railways 381,274 570,898
Heavy Industries Taxila 29,343 27,515
Director General Industrial Procurement and Services 153,048 98,495
Sui Southern Gas Company Limited 994 -
Kot Addu Power Company Limited 23,085,360 15,556,628
Pakistan National Shipping Corporation 66,116 92,986
Karachi Port Trust 3,347 15,131
Civil Aviation Authority 896 181
Frontier Works Organisation 4,903 13,408

62,543,110 39,733,479

3 to 6 months 7,322 76,048
More than 6 months 3,427,450 4,411,023

3,434,772 4,487,071

Notes to the Financial Statements
For the year ended June 30, 2010

(Amounts in Rs.Ô000)




