
As the largest oil company in Pakistan, the role of PSO in the
nation’s economy extends well beyond our services as Pakistan’s
leading fuel retailer.

While our market leadership in terms of retail fuel sales is
well recognized, our services extend to the agriculture, aviation,
railway, power generation, transport and industrial consumers
amongst others. Our extensive distribution network, coupled
with our oil storage capabilities, allow us to excel in all areas
of operations and delivering optimum performance.

With the responsibility to the national economy comes the
responsibility to the people of Pakistan. Our human resource
policies allow for extensive training and development of those
associated with PSO while our health and safety systems
ensure total safety and security in all areas of operations. In
addition to this, our services as a socially responsible
organization benefit our under-privileged and needy countrymen.

The many Faces of PSO are seldom seen but are always at
work, ensuring that the wheels of progress keep turning.

Faces of PSO
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Report to Shareholders

The Board of Management of Pakistan State Oil reviewed the
performance and financial statements of the company for the first
half of the financial year 2008-09 on February 17, 2009 and is
pleased to present its report.

During the first half of FY09, the OPEC basket price of crude oil
experienced a very sharp decline and touched lowest level of US$
33 per barrel in December 2008 against the highest level of US$
141 per barrel in July 2008. This significant decline in crude oil
prices was one of the uncontrollable external factors which heavily
affected the bottom line of the company.

Due to the decline in prices as mentioned above the GOP was able
to roll back the subsidies on fuel prices thus reducing the pressure
on the national exchequer.

During the review period, the industry sales were lower by 4% mainly
due to higher retail price and a general slowdown of the economy.
Despite this decline, the company improved its market share by
1.3% to 71.2% and sold 6.03 million tons of product in the review
period. This translated into a turnover of Rs. 392 billion versus Rs
248 billion in the corresponding period last year, an increase of
58%.

Notwithstanding the top line growth, inventory loss to the tune of
Rs 20 billion impacted the profitability of the company, resulting in
a loss after tax of Rs. 10 billion versus profit after tax of Rs.5.5
billion during first half of FY 08. The loss after tax in Q2 FY09 was
Rs.1.6 billion versus Rs. 8.4 billion in Q1 FY09. In Q1 FY09 the
company had taken an NRV (net realizable value) adjustment for
anticipated reduction in inventory value. In addition, the 1st quarter
of FY09 also witnessed a Rs. 3.26 billion exchange loss.

The Board of Management announced a first interim cash dividend
of Rs. 5 per share translating into a cash payout of Rs. 858 million
to its shareholders as the Board observed that the company is on
its way to recovery.

Effective February 09 the margins for OMCs were revised from
3.5% to 4% with lower and upper limit of $45 - $80per barrel
average price of Arabian Light Crude oil on Gasoline, Kerosene, and
Light Diesel Oil. For Diesel the margin is currently fixed at Rs. 1.35/
litre.
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The circular debt remained a serious problem owing to receivables
from the power sector (HUBCO, KAPCO, and PEPCO) and PIA which
continuously defaulted on payments during the review period. As on
December 31, 2008 receivables from these entities stood at Rs.
70 billion. Your management is making all out efforts with the help
of GOP for recoveries from these entities to ensure availability of
products in the country and to reduce the impact of financial cost
on the company.

Despite stiff challenges posed by external factors the company kept
focus on customer oriented products and services. One such initiative
was the launch of Vehicle Identification System (VIS) - the state of
the art system which provides full automation, reliability and control
to the corporate customers with vehicle fleets. Alliances were also
established with United Bank for Auto Credit Cards, Cupola for
establishing KFC outlets and Arif Habib Bank for ATMs at selected
PSO stations.

Your company has been declared as the winner of “Brands of the
Year Award” in the category of fuel. In addition to this, your company
received “Large Tax Payer Award” by Large Taxpayers Unit Karachi
to acknowledge PSO’s contributions to the national exchequer.

In the period under review, PSO has been awarded the ISO/IEC
27001: 2005 Information Security Management System (ISMS)
certification in recognition of its secure multi-site provision of IT
Services to offices and departments. PSO is the first company in
the Oil & Gas Industry in Pakistan to achieve this milestone in
information security.

On the CSR front, PSO together with Heritage Foundation established
2 schools in the districts of Mansehra in the period under review.

The Board is confident that, given its inherent strengths the company
will continue to overcome all the challenges imposed by global and
local market contingencies and with prudent initiatives it will continue
to maintain its leadership in the oil marketing sector.

Kalim A. Siddiqui Sardar M. Yasin Malik
Managing Director & CEO Chairman

Karachi: February 17, 2009



Auditors’ Report to the Members
On review  of Condensed Interim Financial Information

Introduction
We have reviewed the accompanying condensed interim balance
sheet of Pakistan State Oil Company Limited as at December 31,
2008 and the related condensed interim profit and loss account,
condensed interim cash flow statement and condensed interim
statement of changes in equity together with the notes forming part
thereof (here-in-after referred to as the “interim financial information”),
for the half year then ended. Management is responsible for the
preparation and presentation of this interim financial information in
accordance with approved accounting standards as applicable in
Pakistan. Our responsibility is to express a conclusion on this interim
financial information based on our review. The figures of the condensed
interim profit and loss account for the quarters ended December
31, 2008 and 2007 have not been reviewed as we are required
to review only the cumulative figures for the half year ended December
31, 2008.

Scope of Review
We conducted our review in accordance with International Standard
on Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity”. A review of
interim financial information consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express
an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes
us to believe that the accompanying interim financial information as
of and for the half year ended December 31, 2008 is not prepared,
in all material respects, in accordance with approved accounting
standards as applicable in Pakistan.

Without qualifying our review report, we draw attention to:

– Note 7.1 to the interim financial information. The Company
considers the overdue balance of Rs. 24,026 million from power
generation companies as good debts for the reasons given in
the note. Accordingly, no provision for impairment has been
made thereagainst in the interim financial information.
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– Notes 8.1 and 8.3 to the interim financial information. The
Company considers the aggregate amount of Rs. 4,371 million
due from the Government of Pakistan as good debts for the
reasons given in the notes. The ultimate outcome of the matters
cannot presently be determined.

– Note 10.1.2 to the interim financial information. The High Court
of Sindh decided the pending appeals of the Income Tax Department
for the assessment years 1996 - 97 and 1997 - 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
through its order dated March 7, 2007. Through this order the
Supreme Court of Pakistan also 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 interim financial
information.

A. F. Ferguson & Co. KPMG Taseer Hadi & Co.
Chartered Accountants Chartered Accountants

Engagement Partner: Engagement Partner:
Imtiaz A. H. Laliwala Mohammad Mahmood Hussain

Karachi: February 19, 2009



Condensed Interim Balance Sheet
As at December 31, 2008

ASSETS
Non-Current Assets
Property, plant and equipment 4  7,028,327  7,460,549
Intangibles 5  85,187  105,502
Long term investments  2,326,387  2,701,097
Long term loans, advances and receivables  496,385  477,745
Long term deposits and prepayments  83,922  79,098
Deferred tax 6  6,232,261  407,337

 16,252,469  11,231,328
Current Assets
Stores, spare parts and loose tools  128,474  115,814
Stock-in-trade  37,765,817  62,360,067
Trade debts 7  75,744,065  33,904,728
Loans and advances  400,839  396,220
Deposits and short term prepayments  342,840  401,433
Other receivables 8  15,678,622  15,687,789
Taxation - net  695,066  -
Cash and bank balances  2,173,284  3,018,640

 132,929,007  115,884,691
Net Assets in Bangladesh 9  -        -

 149,181,476  127,116,019

EQUITY AND LIABILITIES

Share Capital  1,715,190  1,715,190
Reserves  16,715,750  29,249,864

 18,430,940  30,965,054

Non-Current Liabilities
Long term deposits  845,042  834,598
Retirement and other service benefits  1,692,858  1,574,148

 2,537,900  2,408,746
Current Liabilities
Trade and other payables  102,127,578  81,073,564
Provisions  726,116  726,116
Accrued interest / mark-up  801,950  217,928
Short term borrowings  24,556,992  10,997,908
Taxation - net  -        726,703

 128,212,636  93,742,219
Contingencies and Commitments 10

 149,181,476  127,116,019

The annexed notes  1 to 14 form an integral part of this condensed interim financial information.

Un-audited Audited
Note December 31, June 30,

 2008 2008
        ........ (Rupees in ‘000) ........

Kalim A. Siddiqui Sardar M. Yasin Malik
Managing Director & CEO Chairman
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Condensed Interim Profit and Loss Account  (Un-audited)

For the quarter and half year ended December 31, 2008

Kalim A. Siddiqui Sardar M. Yasin Malik
Managing Director & CEO Chairman

Sales - net of trade discount and allowances
  amounting to Rs. 25,156 thousand
  (July - Dec 2007: Rs. 70,740 thousand) 391,547,878  248,391,112  168,856,824  126,001,125

Less:
- Sales tax  (52,664,122)  (31,542,651)  (22,781,057)  (16,027,979)
- Inland freight equalization margin  (4,221,177)  (5,507,895)  (393,640)  (3,373,763)

 (56,885,299)  (37,050,546)  (23,174,697)  (19,401,742)

Net sales  334,662,579  211,340,566  145,682,127  106,599,383

Cost of products sold  (342,387,049)  (200,428,160)  (146,002,750)  (100,289,809)

Gross (loss) / profit  (7,724,470)  10,912,406  (320,623)  6,309,574

Other operating income  700,822  648,830  391,794  334,916

Operating Costs
Transportation costs  (285,858)  (176,850)  (151,765)  (91,268)
Distribution and marketing expenses  (1,821,574)  (1,506,453)  (976,909)  (793,236)
Administrative expenses  (545,353)  (466,469)  (264,894)  (215,402)
Depreciation and amortisation  (588,014)  (575,454)  (296,203)  (291,233)
Other operating expenses  (3,561,731)  (635,778)  (332,063)  (297,977)

 (6,802,530)  (3,361,004)  (2,021,834)  (1,689,116)

Other income  495,931  276,899  240,330  201,677

(Loss) / Profit from operations  (13,330,247)  8,477,131  (1,710,333)  5,157,051

Finance costs  (2,925,622)  (419,650)  (1,853,331)  (211,318)

 (16,255,869)  8,057,481  (3,563,664)  4,945,733

Share of profit of associates  221,630  157,746  132,745  60,978

(Loss) / Profit before taxation  (16,034,239)  8,215,227  (3,430,919)  5,006,711

Taxation  5,985,072  (2,727,265)  1,764,898  (1,621,802)

(Loss) / Profit for the period  (10,049,167)  5,487,962  (1,666,021)  3,384,909

                                                               --------------------------------------------------------------- Rupees ---------------------------------------------------------

(Loss) / Earnings per share - basic and diluted  (58.59)  32.00  (9.71)  19.73

The annexed notes  1 to 14 form an integral part of this condensed interim financial information.

For the Half Year For the Quarter
Jul - Dec Jul - Dec Oct - Dec Oct - Dec
2008 2007 2008 2007

                                                                     ------------------------------------------------ (Rupees in '000) ------------------------------------------------



Condensed Interim Cash Flow Statement  (Un-audited)

For the half year ended December 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES 

Cash (utilised in)/generated from operating activities  (8,738,018)  10,779,501
(Increase)/decrease in long-term loans,

advances and receivables  (18,640)  31,780
Increase in long-term deposits and prepayments  (4,824)  (23,499)
Taxes paid  (1,261,621)  (1,720,058)
Finance costs paid  (2,341,600)  (417,333)
Retirement benefits paid  (142,556)  (112,581)

Net cash (outflow) / inflow from operating activities  (12,507,259)  8,537,810

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment  (131,234)  (3,634)
Purchase of intangibles - computer software  (5,976)  (8,255)
Proceeds from disposal of property, plant and equipment  9,123  28,144
Dividends received  321,202  247,190

Net cash inflow from investing activities  193,115  263,445

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from long-term deposits  10,444  50,926
Proceeds from/(Repayments of) short-term borrowings  3,304,361  (5,362,910)
Dividends paid  (2,100,740)  (2,516,011)

Net cash inflow / (outflow) from financing activities  1,214,065  (7,827,995)

Net (decrease)/increase in cash and cash equivalents  (11,100,079)  973,260
Cash and cash equivalents at beginning of the period  (7,190,672)  (1,418,031)

Cash and cash equivalents at end of the period  (18,290,751)  (444,771)

The annexed notes  1 to 14 form an integral part of this condensed interim financial information.

For the half year
Jul - Dec Jul - Dec
2008 2007

........ (Rupees in ‘000) ........

Kalim A. Siddiqui Sardar M. Yasin Malik
Managing Director & CEO Chairman
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Condensed Interim Statement of Changes in Equity  (Un-audited)

For the half year ended December 31, 2008

......................................................... (Rupees in ‘000) ........................................................

Kalim A. Siddiqui Sardar M. Yasin Malik
Managing Director & CEO Chairman

Balance as at June 30, 2007  1,715,190  3,373  1,183,432  7,483  15,039,968  2,989,771  20,939,217

Final dividend for the year ended June 30, 2007
@ Rs. 11 per share  -    -    -    -    -    (1,886,709)  (1,886,709)

Transfer to general reserve  -    -    -    -    1,100,000  (1,100,000)  -

Profit for the half year ended December 31, 2007  5,487,962  5,487,962
 -    -    -    -    -    -

Unrealised gain due to change in fair values of 
long-term investments  -    -    150,660  -    -    -    150,660

Unrealised loss due to change in fair values of 
investments of associates  -    -    -    (975)  -    -    (975)

1st Interim dividend for the year ended
June 30, 2008 @ Rs. 5 per share  -    -    -    -    -    (857,595)  (857,595)

Balance as at December 31, 2007  1,715,190  3,373  1,334,092  6,508  16,139,968  4,633,429  23,832,560

Profit for the half year ended June 30, 2008  -    -    -    -    -    8,565,832  8,565,832

Unrealised loss due to change in fair values of 
long-term investments  -    -    (395,469)  -    -    -    (395,469)

Unrealised loss due to change in fair values of 
investments of associates  -    -    -    (8,756)  -    -    (8,756)

2nd Interim dividend for the year ended 
June 30, 2008 @ Rs. 6 per share  -    -    -    -    -    (1,029,113)  (1,029,113)

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

Final dividend for the year ended June 30, 2008  -    -    -    -    -   
@ Rs. 12.5 per share  (2,143,988)  (2,143,988)

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

Loss for the half year ended December 31, 2008  -    -    -    -    -    (10,049,167)  (10,049,167)

Unrealised loss due to change in fair values of 
long-term investments  -    -    (333,783)  -    -    -    (333,783)

Unrealised loss due to change in fair values of 
investments of associates  -    -    -    (7,176)  -    -    (7,176)

Balance as at December 31, 2008  1,715,190  3,373  604,840  (9,424)  26,139,968  (10,023,007)  18,430,940

The annexed notes  1 to 14 form an integral part of this condensed interim financial information.

Share Capital Unrealised Company's General Unappropriated Total
Capital Reserve gain/(loss) share of Reserve Profit/

on long term unrealised  (Accumulated 
Investments gain/(loss) Loss)

 of investments
of associates



Notes to the Condensed Interim Financial Infromation (Un-audited)

for the half year ended December 31, 2008

1. Pakistan State Oil Company Limited is a public company
incorporated in Pakistan under the Companies Act, 1913
(now Companies Ordinance, 1984) and is listed on Karachi,
Lahore and Islamabad stock exchanges. The address of its
registered office is 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.

The Board of Management nominated by the Federal
Government under Section 7 of the Marketing of  Petroleum
Products (Federal Control ) Act, 1974 (the Act) is managing
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 the
Companies (Managing Agency and Election of Directors) Order,
1972 (P. O. No. 2 of 1972), or any other law for the time
being in force or any agreement, contract, Memorandum or
Articles of Association of the Company.

2. This condensed interim financial information is unaudited and
have been prepared and is being submitted to the shareholders
in accordance with section 245 of the Companies Ordinance,
1984 and International Accounting Standard 34–‘ Interim
Financial Reporting’. The figures for the half year ended
December 31, 2008 have, however, been subjected to limited
scope review by the auditors as required by the Code of
Corporate Governance.

3. ACCOUNTING POLICIES, JUDGEMENTS AND
ESTIMATES

3.1 The accounting policies adopted in the preparation of this
condensed interim financial information are the same as
those applied in the preparation of the audited annual published
financial statements of the Company for the year ended June
30, 2008.

3.2 The preparation of this condensed interim financial information
in conformity with the approved accounting standards requires
the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of
applying the Company’s accounting policies. Estimates and
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judgements are continually evaluated and are based on
historical experience and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.

Except as described below, in preparing this condensed interim
financial information, the significant judgements made by
management in applying the Company’s accounting policies
and the key sources of estimation and uncertainty were the
same as those that applied to financial statements as at and
for the year ended June 30, 2008.

The Company has been estimating the impairment of trade
debts on the basis of age analysis of the outstanding trade
debts. However, during the period ended December 31,
2008, the management has reassessed its estimation process
in respect of certain category of trade debts, which are
overdue due to circular debt situation, which will be assessed
for impairment, on specific identification basis as more fully
explained in note 7.1.

4. PROPERTY, PLANT AND EQUIPMENT
4.1 Capitalization of operating assets during the period/ year

were as follows:
Un-audited Audited

December 31, June 30,
2008  2008

                                            -----Rupees in 000-----
Freehold land  -     84,193
Buildings on freehold land  4,557  -
Buildings on leasehold land  25,126  110,793
Tanks and pipelines  38,900  85,782
Plant and machinery  91,150  476,032
Service and filling stations  131,220  311,139
Vehicles and other rolling stock  37,828  38,863
Furniture and fittings  2,370  18,763
Railway sidings  -     201
Gas cylinders / regulators  -     8,346
Office equipment  11,392  40,083

 342,543  1,174,195



4.2 During the period, assets costing Rs. 32,963 thousand
having net book value  of Rs. 1,733 thousand were disposed
off for Rs. 9,123 thousand.

5. INTANGIBLES
Additions made during the period amounted to Rs. 5,976
thousand (June 30, 2008: Rs. 26,979 thousand).

6. DEFERRED TAX
During the current period, the Company in view of the availability
of future taxable profits, based on financial projections, to
utilise unused tax loss as at December 31, 2008 has
recognised deferred tax asset amounting to Rs. 5,674,702
thousand.

The deferred tax asset recognised on provision for retirement
benefits, doubtful receivables/debts etc as at December 31,
2008 amounted to Rs. 1,468,510 thousand (June 30,
2008: Rs. 1,355,445 thousand) whereas deferred tax liability
recognised on accelerated tax depreciation etc as at December
31, 2008 amounted to Rs. 910,951 thousand (June 30,
2008: Rs. 948,108 thousand).

7. TRADE DEBTS
Un-audited Audited

December 31, June 30,
2008  2008

                                            -----Rupees in 000-----
Considered good
- Due from Government agencies
and autonomous bodies  14,651,160  17,266,746
- Due from other
customers - note 7.1  61,092,905  16,637,982

 75,744,065  33,904,728
Considered doubtful  2,247,537  1,911,478

 77,991,602  35,816,206

Less: Provision for impairment  (2,247,537)  (1,911,478)

 75,744,065  33,904,728
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7.1 The receivable from Hub Power Company Limited (HUBCO)
and KotAddu Power Company Limited (KAPCO) as at
December 31, 2008 aggregated to Rs. 56,845,333
thousand (June 30, 2008: Rs. 11,013,920 thousand),
which includes overdue amounts of Rs. 24,026,408
thousand (June 30, 2008: Nil). The Company does not
consider the aforementioned receivable as doubtful, as
these have 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
receivable in due course. Accordingly, the Company while
estimating the provisions for impairment on the basis of
overdue analysis, has not considered the aforementioned
overdue balances of HUBCO and KAPCO, which would have
increased the provision by Rs. 2,402,641 thousand as at
December 31, 2008.

8. OTHER RECEIVABLES
Included in other receivables is an aggregate amount of
Rs. 11,961,873 thousand (June 30, 2008: Rs.
13,298,089 thousand) due from GoP on account of the
following:

8.1 Import price differential aggregating to Rs. 1,465,406
thousand (June 30, 2008: Rs. 1,465,406 thousand).

In 2002, under an arrangement with the Ministry of
Petroleum and Natural Resources (MoP & NR), GoP, the
Company carried out an independent verification and
reconciliation of price differential claims due from the GoP
and outstanding since 1991. Based on the exercise, the
Company recognised the resulting net difference in its
financial statements. Through its letter No. 3(386)/2002
dated August 7, 2002 the GoP confirmed that the report
on independent verification will provide reasonable level of
comfort to the authenticity and accuracy of outstanding
import price differential claims and accordingly, against
balance claimed, commenced repayment through a pricing
mechanism for which a notification was issued. Such
repayments amounted to Rs. 2,805,000 thousand upto
December 31, 2003. Since then no further amounts have



been received and the notification for the pricing
mechanism also expired on December 31, 2004.

However, through its letter No. F.1(21)-CF.III/2005-386
dated March 3, 2007 the GoP-Finance Division intimated
that it

has been decided that these Price Differential Claims will
be paid after confirmation of the reconciled claim by the
MoP & NR and requested MoP & NR to confirm the agreed
amount payable at the earliest. The Company is actively
pursuing the matter with the MoP & NR and Ministry of
Finance (MoF), GoP for the recovery of the balance amount
of Rs. 1,465,406 thousand and considers that the balance
will be recovered in due course. Pending recovery,
confirmation of the MoP & NR and agreement of the
amount due from GoP, the Company, carries a provision of
Rs. 501,730 thousand (June 30, 2008: Rs. 501,730
thousand) against the balance due as at December 31,
2008.

8.2 Price differential claims aggregating Rs. 7,089,110
thousand (June 30, 2008: Rs. 8,425,326 thousand)

This represents the balance of Price Differential Cliams
(PDC) due from GoP, net of recovery of Rs. 37,108,000
thousand during the period (June 30, 2008: 106,012,448
thousand). These claims have arisen on the instructions of
MoP & NR, GoP for keeping the consumer prices of certain
POL products stable. The Company together with other Oil
Marketing Companies is actively pursuing the matter with
GoP for the recovery of the balance amount, expected in
due course of time.

8.3 Price differential between the products Low Sulphur Furnace
Oil (LSFO) and High Sulphur Furnace Oil (HSFO) aggregating
Rs. 3,407,357 thousand (June 30, 2008: Rs. 3,407,357
thousand).

In 1996, through a decision taken at a meeting of the
Privatisation Commission, and Finance Division, GoP the
Company was advised to supply LSFO to Kot Addu Power
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Project at the HSFO price and WAPDA was advised to
absorb the price differential between the two products. In
accordance with the decision of ECC dated November 4,
2003, the Company was allowed to recover this amount
through a pricing mechanism after recovery of the amount
outstanding against its claims for Import Price Differential
aggregating to Rs. 1,465,406 thousand, referred in note
7.1, the notification for which expired on December 31,
2004. Although no recovery has been made on this account,
the Company continues to follow up the matter with MoP
& NR. In 2005, the Company submitted an independent
report on the

verification of the above claim to MoP & NR, upon their
request. In 2006, a joint reconciliation exercise was carried
out with WAPDA as per the decision taken in a meeting
held on May 19, 2006 under the Chairmanship of Additional
Finance Secretary (GoP) and the final reconciliation
statements were submitted to MoF and WAPDA.
Subsequently, on February 3, 2007 the Company and
WAPDA agreed upon the final receivable balance of Rs.
3,407,357 thousand. Further, the GOP – Finance Division
through its letter No. F.1(21)-CF.111/2005-385 dated
March 3, 2007 intimated that the amount of Rs. 3,407,357
thousand will be paid to the Company during financial year
2007-2008 and necessary provision in this respect will be
made by GoP in the budget for financial year 2007-2008.
The Company through its letter dated May 20, 2008
requested the GoP to arrange the payment of the agreed
amount before the end of the budget year 2007-2008, to
which GoP did not  respond. The Company has again
requested GoP through its letter dated September 29,
2008 for an early settlement. The Company, however,
considers that the above amount will be recovered in full
in due course of time.

9. NET ASSETS IN BANGLADESH
The Company has no control over these assets and has
maintained in its record the position as it was in 1971.
Full provision for impairment has been made against these
net assets.



10. CONTINGENCIES AND COMMITMENTS
10.1 Contingencies

The Company has contingent liabilities in respect of legal
claims in the ordinary course of business.

10.1.1Claims against the Company not acknowledged as debts
amount to Rs. 2,291,139 thousand (June 30, 2008:
Rs. 1,596,700 thousand), including claims by refineries
for delayed payment charges. 

10.1.2 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 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 also suspending the operation
of the impugned judgment of the High Court of Sindh.

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

Based on the merits of the case above, the management
believes that the ultimate decision will be in its favour and
therefore, no provision has been made for the liability in
these condensed inter im f inancia l  in format ion.



Report for the Half Year
ended December 31, 2008

10.1.3 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
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 and the CBR through its order dated June 16,
2007 accepted 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 these condensed interim financial
information.

10.1.4 During the current period, 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 (TASIS) 2008’,
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 an appeal against the demands being
under section 156 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,
issued subsequent to the period end, has 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
has also directed CIT (Appeals) to hear the appeal on
January 20, 2009 and pass an order within 20 days of
hearing of the appeal. The appeals were heard on January
20, 2009 and February 6, 2009 and the case has been
reserved for order. The Company based on the merits of
the case and on advice of its tax consultant is confident
that the matter will ultimately be decided in its favour and
therefore no provision has been made for the differential
amount of Rs. 501,234 thousand.

Further, the Company intends to recover the entire
aforementioned tax of Rs. 321,993 thousand from the
dealers

and as such has not been charged off in these condensed
interim financial statements.

10.1.5 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
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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 valid and is payable by the Appellants. The Company,
alongwith other companies, has now filed an appeal in the
Supreme Court of Pakistan against the aforementioned
order of the High Court of Sindh. 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 suf f ic ient rel iabi l i ty.

10.1.6 The Company, under directives of MoF and MoP & NR,
have arranged borrowings from certain banks aggregating
US Dollars 150,000 thousand as at December 31, 2008
(June 30, 2008: US Dollars 100,000 thousand). Repayment
of principal amount, financing and all other related costs,
directly to these banks, are the responsibility of MoF – GoP.
Subsequent to December 31, 2008, MoF – GoP has repaid
US Dollars 50,000 thousand alongwith the related financing
costs.

10.2 Commitments

10.2.1 Commitments in respect of capital expenditure contracted
for but not as yet incurred pertaining to property, plant &
equipment and intangibles as at December 31, 2008
amounted to Rs. 423,981 thousand (June 30, 2008: Rs.
476,246 thousand) and Rs. 7,294 thousand (June 30,
2008: Rs. 7,043 thousand) respectively.

10.2.2 Letters of credit and bank guarantees outstanding as at
December 31, 2008 amounted to Rs. 2,034,156
thousand (June 30, 2008: Rs. 17,650,873 thousand).



Associates
- Pak Grease Manufacturing Purchases  90,884  50,033

        Company (Pvt) Ltd. Dividend received  2,059  2,059

- Asia Petroleum Limited Income (facility charges)  83,211  63,102
        Rental income  1,993  2,282
        Dividend received  253,322  184,234
        Pipeline charges  832,110  590,251

Retirement benefit funds
- Pension Funds Contribution  -       52,484
- Gratuity Fund Benefits paid on

   behalf of fund  12,145  44,005
- Provident Funds Contribution  22,336  19,858

Other related parties 
- Pakistan Refinery Limted Purchases  19,632,501 15,016,660

Dividend received  8,999  17,982

- Pak Arab Pipeline
     Company Ltd. Pipeline charges  1,810,111  1,492,849

Dividend received  56,822  42,924

Key management personnel Remuneration  74,068  55,709
Contribution to 
  retirement benefits  3,012  2,112
Other benefits  25,963  17,236

Profit oriented state
  controlled entities - various Purchases  68,549,133  49,432,066

Sales 91,678,967  43,455,062
Handling income  -      37,578
Transportation charges  995,592  703,561
Utility charges  45,272  26,621
Rental charges  1,259  67
Insurance premium paid  385,977  233,544

Name of the related party Nature of                               For the half year
and relationship with transactions Jul-Dec Jul-Dec
the company 2008 2007

                      ------- Rupees in  000 -------

11. TRANSACTIONS WITH RELATED PARTIES
11.1 Details of transactions with related parties during the period,

are as follows:



12. NON-ADJUSTING EVENT AFTER THE
BALANCE SHEET DATE

12.1 The fair value of the Company’s long term investment in
Pakistan Refinery Limited, amounting to Rs. 619,938 thousand
as at December 31, 2008 has declined to Rs. 434,523
thousand as at the date the condensed interim financial
information was authorised for issue.

12.2 The Board of Management in its meeting held on February
17, 2009 has approved an interim cash dividend of Rs. 5
per share for the year ending June 30, 2009, amounting to
Rs. 857,595 thousand. This condensed interm financial
information does not reflect the dividend payable.

13. DATE OF AUTHORISATION FOR ISSUE
The condensed interim financial information was authorised
for issue on February 17, 2009 by the Board of Management-
Oil of the Company.

14. 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, 2008. Corresponding figures
in the condensed interim profit and loss account and condensed
interim cash flow statement comprise of balances of
comparable period as per the condensed interim financial
information for the half year ended December 31, 2007,
which were subjected to limited scope review by the auditors
as required by the Code of Corporate Governance.

Kalim A. Siddiqui Sardar M. Yasin Malik
Managing Director & CEO Chairman
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