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REPORT TO SHAREHOLDERS

The Board of Management (BOM)] of Pakistan State Oil Company Limited (PSOCL) has
reviewed the performance of the Company and the Group for the period ended March 31,
2020 i.e. nine months of financial year 2020 (9MFY20) and is pleased to present its report
thereon.

The third quarter marked the beginning of COVID-19 outbreak which evolved into a global
pandemic. As a result, both global and our national economy is experiencing an uphill
challenge with economists predicting inevitable global recession. PSO in this precarious
situation successfully implemented its Business Continuity Plan and kept the wheels of the
nation running. The Company also came forward to support the needy in these difficult
times by contributing Rs. 71 mn through PSO CSR Trust to various organizations including
Rs. 50 mn to the Prime Minister's COVID 19 Relief Fund.

In Pakistan, COVID-19 necessary containment measures such as lock-down and
implementation of social distancing concept added new business challenges in the period of
already slower economic growth, resulting into shrinkage of downstream oil industry. PSO
however, continued its strategic focus of re-gaining market share with an increase of 2.4%
in Mogas to stand at 37.8% (9MFY20) and 5.8% in HSD to stand at 43.4% (9MFY20). The
overall market share of white ol increased by 3.76% during the period which stood at 42.9%
compared to 39.2% for same period last year.

PSO procured around 40% of local refinery production during the period (vis-a-vis IMFY19
35%) while 49% of industry imports were handled by PSO. As part of ongoing storage
building plan, the company added 7,000 Metric Tons of storage to its POL infrastructure
while 14,150 Metric Tons POL storage was rehabilitated. During the period around 700
OGRA compliant new tank lorries were introduced to bring the upgraded OGRA compliant
lorries to over 2,100. The company also added 26 New Vision Retail Outlets and 17 new Shop
Stops to its network.

A combination of a huge decline in International Oil prices in March 2020 (Brent from
$52/bbl to $18/bbl from March 2 to March 31, 2020 and its related impact on Net Realizable
Value of inventory in hand by PSO, drop in consumption of petroleum products due to the
country-wide lock down and continued economic slowdown impacted the Company’s
profitability. As a result, for the period 9MFY20, the Company has reported Profit after Tax
of Rs. 3.0 bn (9MFY19: Rs 5.9 bn).

The lower profitability of the company in the current period is a derivative of net loss of Rs
3.4 bn in the third quarter mainly due to inventory loss on account of significant dip in
international oil prices and lower sales owing to decline in overall industry volumes. The
increase in finance cost due to bank borrowings to cater trade creditors’ payments in
absence of matching receipts from SNGPL, in a high interest rates scenario, further
impacted the profitability.

During the period PSO increased its shareholding in Pakistan Refinery Limited (PRL) from
N 52.68 to 60% by acquiring 34.1 mn additional shares. During the period under review, PRL
| i incurred a loss after tax of Rs 6.8 bn (?MFY19: Rs 3.5 bn) as a result of inventory losses due
\ to international crude oil dynamics, depressed refining margins and higher finance cost. On

a consolidated basis, the group incurred a net loss of Rs 4.4 bn for the period ended MFY20.

During the 9MFY20, PSO's receivables from power sector declined by Rs. 15.6 bn while on
the other hand receivables from SNGPL increased by Rs. 32.4 bn. Liquidity remained a key
concern for the company and will pose formidable challenge in the future as well, especially
inwake of COVID 19 and other economic challenges impeding growth. The management and
the Board is continuously engaged with concerned authorities for earliest recovery of its
receivables.
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Subsequent to the period end, on April 9, 2020, the Economic Coordination Committee (ECC)
of the Cabinet approved immediate release of Rs 29.7 bn in respect of exchange loss
receivable by PSO on foreign currency loans taken on the instructions of Ministry of Finance.
The ECC also gave direction to Finance, Petroleum and Power divisions to consider release
of at least Rs 60 bn by Power Division, in favor of PSO. The timely release of these approved
amounts coupled with the cumulative reduction of 4£.25% in policy interest rate by SBP in the
months of March and April will help PSO in meeting its financial obligations and will also
reduce the finance cost in the fourth quarter.

Despite the challenging socio-economic landscape, PSO is making all out efforts to improve
Iits market share and leadership position with sustained profitability. We express our
sincere gratitude to all our employees, stakeholders and partners for their contributions
and continuous support. We also take this opportunity to thank the Government of Pakistan,
especially Ministry of Energy, Petroleum Division for their incessant support and guidance.

: b

Syed Muhammad Taha Mohammad Shahid Khan
Managing Director & CEO Member-Board of M. t

Karachi: April 29, 2020
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UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT MARCH 31, 2020

Un-Audited Audited
March 31, June 30,
2020 2019
ASSETS Note (Rupees in "000)
Non-current assets
Property, plant and equipment 5 13,131,199 8,187,169
Intangibles 83,391 52,193
Long-term investments b 15,744,562 11,439,851
Long-term loans, advances and other receivables 663,756 347,003
Long-term deposits and prepayments 270,930 331,300
Deferred tax asset - net 12,920,599 12,496,742
42,814,437 32,854,248
Current assets
Stores, spares and loose tools 521,332 474209
Stock-in-trade 7 74,533,997 89,665,031
Trade debts 8 222,729,171 219,586,332
Loans and advances 240,983 234,734
Short-term deposits and prepayments 472,825 3,190,303
Other receivables 9 52,906,788 57,955,771
Taxation - net 8,572,293 8,525,756
Cash and bank balances 2,408,947 4,993,141
362,386,336 384,225,277
Net assets in Bangladesh - -
TOTAL ASSETS 405,200,773 417,079,525
EQUITY AND LIABILITIES
Equity
Share capital 4,694,734 3,912,278
Reserves 116,906,041 115,268,409
121,600,775 119,180,687
Non-current liabilities
Retirement and other service benefits 6,210,309 7,527,709
Lease liabilities 3,507,654 -
9,717,963 7.527,709
Current liabilities
Trade and other payables 10 120,907,026 180,042,553
Unclaimed dividend 1,357,272 1,739.860
Unpaid dividend - 103,297
Provisions 490,972 490,972
Accrued interest / mark-up 2,353,112 1,017,317
Short-term borrowings 148,721,136 106,977,130
Current portion of lease liabilities 52,517 -
273,882,035 290,371,129
Contingencies and commitments "

TOTAL EQUITY AND LIABILITIES 405,200,773 ‘ 417,079,525 ‘

The annexed notes 1to 22 form an integral part of these unconsolidated condensed interim financial
statements.

. =

Syed Muhammad Taha Mohammad Shahid Khan
Managing Director & CEQ Member-Board of Management

Mr. Imtiaz Jaleel
Chief Financial Officer



UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (UN-AUDITED) UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)

FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2020 FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2020
Nine Months Ended Quarter ended .
March31, March31, March 31, March31, Nine Months Ended Quarter ended
2020 2019 2020 2019 March 31, March31,  March 31, March 31,
Nole r====sm==mem==. [Rupeesin 000} - =-==-=-=-=-=--~~- 2020 019 2020 019
[Restated) (Restated)
Note *===========-" (Rupeesin‘000) == =======c-=-
Gross Sales 1,038,089,398 950930813 | 285,556,804  288,203,99 Profit / (Loss) for the period 300839 5926758  (3426,356) 1677213
Less: Other comprehensive income / [loss):
- Sales tax [ 137,522,274) ‘ [119.51 6.513]‘ ‘ [31,013.259]} ‘ 136,344,622
- Inland Freight Equalization Margin (13,238,505]| | (12,215391)]| (3,551,604 (3,203,495 Items that will not be subsequently
(150,758,779)  (131,731,904) _ [40,564,883]  [41,548,317) reclassified to statement of profit or loss:
Net sales 887,330,619  819,198909 244,991,941 246,655,679 Share of actuarial gain / (loss] on
Cost of products sold (867,188,834) _ (795,314,964 _(242,526,887) _(238,768,184) remeasurement of staff retirement benefits
Gross profit 20,141,785 23,883 945 2,465,054 7,887,495 of associates - net of tax 579 (10,143) -
Other income 12 8,282,297 3592,155 1,303,397 942,106 Unrealised gain / [loss) on remeasurement of
equity investment classified as fair value
Operating costs through other comprehensive income (FVOCI) 6.1.1 1,747,289 - (38,49¢)
Distribution and marketing expenses (8,077,804) (6,606,972) (2,314,710) 2179,31)
Administrative expenses (2,494,955) (2.277,325)(| (1,039,506 (991,752) Taxation thereon (380,035) - 8,373
Other expenses (185,609] 1,205,163 (34,439) 613,867 1,367,254 - (30,123)
[10,758,368]  (10,069.460] _ (3,388,653]  [2,557,196]
Profit from operations 17,665,714 17,386,640 379,798 6,272,405 Actuarial loss on remeasurement of retirement
and other service benefits - net of tax - (6,623) - 12,208)
Finance costs 13 (10,507,858  (6.775565)  (3,967,642)  [2,920,158)
1,387,833 116,788) 30,123) 12,208)
Share of profit of associates - net of tax 456,843 82,188 144,602 147,497
Profit / (Loss) before taxation 7,614,699 10,693,263 (3,443,262) 3,499,744 Total comprehensive income / (loss) for the period 4,376,227 5,909,492 (3,456,479) 1,675,005
Taxation The annexed notes 1 to 22 form an integral part of these unconsolidated condensed interim financial
- current 16,139,522 |  (5.541,982)| [(1,145,626)|| (1,742,756 statements
= prior 1,738 143,535 - -
- deferred 1,531,479 631,442 1,162,512 (79,7731
14,606,305)  (4,767,005] 16,886  [1822,531)
Profit / (Loss) for the period 3,008,394 5,928 758 (3,426,356) 1,677.213
---------------- |Rupees) - - ---------------
[Restated] [Restated)
Earning/ [Loss) per share
- basic and diluted 14 6.41 12.62 (7.30) 357

The annexed notes 1to 22 form an integral part of these unconsolidated condensed interim financial

statements.

%’ e =7 7 % Z/ e BT =
Syed Muhammad Taha Mohammad Shahid Khan Mr. Imtiaz Jaleel Syed Muhammad Taha Mohammad Shahid Khan Mr. Imtiaz Jaleel
Managing Director & CEO Member-Board of M. 1t Chief Financial Officer Managing Director & CEQ Member-Board of Management Chief Financial Officer
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UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)

FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2020 FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2020
Bemives Note Nine months ended
Share Capital March 31, March 31,
capital  Reserves Revenue Reserves 2020 2019
el i CASH FLOWS FROM OPERATING ACTIVITIES (Rupees in '000)
et assets remeasurement i
ofAFS/FVOCI  onAFS -
e e roeme Tmon subaal  Taal Cash (used in) / generated from operations 15 (20,990,352) 6,091,743
————————————————————— [Rupeesin'000) - ----------oooooooooo Long-term loans, advances and other receivables (316,753) 46,489
Long-term deposits and prepayments 60,370 (91,279)
Balance as at July 01, 2018 (Audited) 3260232 33m = 1635] 25282373 81912851 107,192,243 110452475 .
Effect of change inaccounting policy - 6063653 635 : 17.907 6087916 6087914 Taxes paid (5,456,734) (5.163,858)
Balance as at July 01,2018 - Restated 3260232 3373 6063653 - 75282373 81930758 113280157 116540389 Finance costs paid (7,823,241) (5,986,061)
Total Comprehensive Incoma For Retirement and other service benefits paid (2,477,063) (2,313,291)
Nine Months Period Ended Net cash used in operating activities (37,003,773) (7.416,257)
Profit for the period e 2 = 2 - 5926258 592258 5926258

CASH FLOWS FROM INVESTING ACTIVITIES

Other comprehensive loss - Restated

Share ofactuarial loss on: of staff Purchase of
retirement benefits of associates - et of tax - . : 013 no1ed)|  (10143)
Actuarialloss on remeasurement of refirement - property, plant and equipment (1,694,480) (1.022,91¢)
and other service benefis - net of tax - . B - (6.623) (6,623) 16.623), - Intangibles (45,209) (2,883)
) ° ° : = Bafs Mafoal AT Proceeds from disposal of operating assets 29,853 25,232
Transaction with the owners Acquisition of shares in PRL 1210,000) (840,000)
Final dividend for the year ended 3 <
June 30,2018 R 5 pershare - . . . - (1630116 (1630116 11630.116) Advanceiagainstpurchase:of, PR right;shares ii=enonn -
Bonus shares issued for theyear Dividend received 283,227 298,038
ended June30,2018 @ 20% 652046 - - - - (652046 (652046) - s ¢ A - ——
B e A VAR 2018 Net cash used in investing activities (3,526,609) (1,542,529)
(Unaudited] - Restated 3912.278 3373 6063653 - 25282373 85558088 116907487 120819.765

CASH FLOWS FROM FINANCING ACTIVITIES

Balance:as at Juty 01, 2019 (Audited) 3912278 3313 433,648 - 25282373 85,647,015 115,268,409 119,180,687
Total Comprehensive Income For

M I o S Short-term borrowings - net 23,792,559 3,992,906

Lease rentals paid (955,794) -

Froftforthe period - - - - - 30083% 300839 3,008,39% Dividends paid (2,442,024) (2.314.018)
Other comprehensive income Net cash generated from financing activities 20,394,741 1,678,887
Share of actuaria gain on remeasurement of staff EE—— :
retirement benefits of associates - net of tax ‘ - - - - - 579 579 579 Net decrease in cash and cash equivalents. (20,135,641) (7,279,899)
Unrealized gain on remeasurement of equity y -

S ool ) o . ) M semell game Cash and cash equivalents at beginning of the period (16,467,793) (7,924,869)

= - 130, = = 59 1367833 1367833 Cash and cash equivalents at end of the period 16 (36,603,434) (15,204,768)

Transaction with the owners
Final dividend for the year ended

The annexed notes 1 to 22 form an integral part of these unconsolidated condensed interim financial
June30,2019@Rs. 5 per share - = 5 o

11,956,139 (1,956,139) [1,956,139)

Bonus sharesissued for theyear statements.
ended June 30,2019 @ 20% 782,458 . . . - IT82458)  (782456) -
Balance as atMarch 31, 2020 (Unaudited) 4694734 333 5702302 - 25282373 85,917,393 116,906,041 121,500,775

The annexed notes 1 to 22 form an integral part of these unconsolidated condensed interim financial statements.

i e e P (ke

Syed Muhammad Taha Mohammad Shahid Khan Mr. Imtiaz Jaleel Syed Muhammad Taha Mohammad Shahid Khan Mr. Imtiaz Jaleel
Managing Director & CEQ Member-Board of M it Chief Financial Officer Managing Director & CEQ Member-Board of Management Chief Financial Officer
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NOTES TO THE UNCONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE NINE MONTHS PERIOD ENDED MARCH 31, 2020

1

1.1

3.1

3.2
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Legal status and nature of business

Pakistan State Oil Company Limited ["the Company"] is a public company incorporated
in Pakistan in 1976 and is listed on the Pakistan Stock Exchange Limited. The
registered office of the Company is located at PSO House, Khayaban-e-Igbal, 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 [the Board) 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, 2017 or any other law for
the time being in force or any agreement, contract, Memorandum or Articles of
Association of the Company.

Statement of compliance

These unconsolidated condensed interim financial statements have been prepared in
accordance with the accounting and reporting standards as applicable in Pakistan for
interim financial reporting. The accounting and reporting standards as applicable in
Pakistan for interim financial reporting comprise of

-International Accounting Standards (IAS 34), Interim Financial Reporting, issued by
the International Accounting Standards Board (IASB) as notified by the Companies Act,
2017; and

-Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ
with the requirements of IAS 34, the provisions of and directives issued under the
Companies Act, 2017 have been followed.

Basis of preparation

These unconsolidated condensed interim financial statements do not include all the
information and disclosures required in annual financial statements and should be
read in conjunction with the annual audited financial statements of the Company for
the year ended June 30, 2019. These unconsolidated condensed interim financial
statements are unaudited and are being submitted to the shareholders as required by
the listing regulations of Pakistan Stock Exchange Limited and Section 237 of the
Companies Act, 2017.

These unconsolidated condensed interim financial statements are the separate
financial statements of the Company in which investment in subsidiary has been
accounted for at cost less accumulated impairment losses, if any.

33

Initial application of standards, amendments or an interpretation to existing
standards

Standards, amendments and interpretations to accounting and reporting standards
that became effective during the period

The following standards, amendments and interpretations to accounting and reporting
standards became effective for the first time and are relevant to the Company.

IFRS 16 - ‘Leases’

IAS 19 - '‘Plan Amendment, Curtailment or Settlement’

IAS 28 - 'Long-term Interests in Associates and Joint Ventures'
IFRIC 23 - 'Uncertainty over Income Tax Treatments'

The adoption of the above standards, amendments and interpretations to accounting
standards did not have any material effect on these unconsolidated condensed interim
financial statements except for IFRS 16 which is as follows:

IFRS 16 - ‘Leases’

IFRS 16 supersedes IAS 17 ‘Leases’, "IFRIC 4' Determining whether an Arrangement
contains a Lease, 'SIC-15" Operating Leases Incentives and 'SIC-27" Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. IFRS-16 sets out the
principles for the recognition, measurement, presentation and disclosure of leases.
Under IFRS 16, distinction between operating and finance leases has been removed
and all lease contracts, with limited exceptions will be recognized in statement of
financial position by way of right-of-use assets along with their corresponding lease
liabilities.

The Company adopted IFRS 16 with effect from July 1, 2019 using the modified
retrospective method. Under this method, the standard is applied retrospectively with
the cumulative effect of initially applying the standard recognised at the date of initial
application with no restatement of comparative information. The Company elected to
use the transition practical expedient allowing the Company to use a single discount
rate to a portfolio of leases with the similar characteristics.

The right-of-use assets were recognized based on the amount equal to lease liabilities,
adjusted for any related prepaid and accrued lease payments previously recognized.
Lease liabilities were recognized based on the present value of the remaining lease
payments, discounted using the incremental borrowing rate at the date of initial
application. The Company does not have any sub-lease or finance leases as on July 1,
2019.

Lease term is the non-cancelable period for which the Company has right to use the
underlying asset in line with the lease contract together with the periods covered by an
option to extend which the Company is reasonably certain to exercise and option to
terminate which the Company is not reasonably certain to exercise.

The lease liabilities as at 1 July 2019 can be reconciled to the operating lease
commitments as of June 30, 2019 as follows:

Rupees in "000'

Undiscounted operating lease commitments as at June 30, 2019 13,512,093
Impact of discounting (9.414,142)
Total lease liability at July 1, 2019 4,097,951
Incremental borrowing rate as at July 1, 2019 13.72%
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(b)

3.4
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3.6

PAKISTAN STATE OIL REPORT FOR THE NINE MONTHS ENDED MARCH 31, 2020

Impact: Increase/ [decrease) of adopting IFRS 16 on financial
statements as at July 1, 2019

Impact on unconsolidated condensed interim statement of
financial position
Rupees in '000'

Assets

Property, plant and equipment 4,388,198
Prepayments (290,247)
Impact on Total Assets 4,097,951
Liabilities

Current portion of lease liabilities 89,153
Lease liabilities 4,008,798

4,097,951

Standards, amendments and interpretations to accounting and reporting standards
that are not yet effective

The following standards, amendments and interpretations with respect to the
accounting and reporting standards as applicable in Pakistan are relevant to the
Company and would be effective from the dates mentioned below against the
respective standards, amendments or interpretation:

Effective date (annual periods
beginning on or after)

Standards, amendments or interpretation

IAS1 / 1AS 8 Definition of Material January 01, 2020

The preparation of these unconsolidated condensed interim financial statements, in
conformity with the approved accounting and reporting standards requires the use of
certain critical accounting estimates. It also requires management to exercise its
judgment in the process of applying the Company's accounting policies. Estimates and
judgments are continually evaluated and are based on historical experience and other
factors, including expectation of future events that are believed to be reasonable under
the circumstances. Actual results may differ from the estimates.

During the preparation of these unconsolidated condensed interim financial
statements, changes in the significant judgments made by management in applying
the Company's accounting policies and the key sources of estimation and uncertainty
from those that were applied to the annual audited financial statements of the
Company for the year ended June 30, 2019 do not have any material impact, except for
as disclosed in note 3.3(a).

These unconsolidated condensed interim financial statements are presented In
Pakistan Rupee which is also the Company's functional currency.

Taxes on income in the interim periods are accrued using the tax rate that would be
applicable to expected total annual profit or loss.

4.1

4.2

4.3

Accounting policies

The accounting policies and method of computation adopted for the preparation of
these unconsolidated condensed interim financial statements are the same as those
applied in the preparation of the Company's annual audited financial statements for
the year ended June 30, 2019 except as explained in note 4.2 to these unconsolidated
condensed interim financial statements.

Lease liability and Right-of-use asset

At inception of a contract, the Company assesses whether a contract is, or contains, a
lease based on whether the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. Lease terms are
negotiated on an individual basis and contain a wide range of different terms and
conditions.

From July 1, 2019, leases are recognised as a right-of-use asset and a corresponding
liability at the date at which the leased asset is available for use by the Campany.

The lease liability is initially measured at the present value of the lease payments that
are not paid at the commencement date, discounted using the interest rate implicit in
the lease, or if that rate cannot be readily determined, the Company's incremental
borrowing rate.

Lease payments include fixed payments, variable lease payment that are based on an
index or a rate, amounts expected to be payable by the lessee under residual value
guarantees, the exercise price of a purchase option if the lessee is reasonably certain
to exercise that option, payments of penalties for terminating the lease, if the lease
term reflects the lessee exercising that option, less any lease incentives receivable.
The extension and termination options are incorporated in determination of lease term
only when the Company Is reasonably certain to exercise these options.

The lease liability is subsequently measured at amortised cost using the effective
interest rate method. It is remeasured when there is a change in future lease
payments arising from a change in fixed lease payments or an index or rate, change in
the Company's estimate of the amount expected to be payable under a residual value
guarantee, or if the Company changes its assessment of whether it will exercise a
purchase, extension or termination option. The corresponding adjustment is made to
the carrying amount of the right-to-use asset, or is recorded in profit and loss if the
carrying amount of right-to-use asset has been reduced to zero.

The right-of-use asset is initially measured based on the initial amount of the lease
liability adjusted for any lease payments made at or before the commencement date,
plus any initial direct costs incurred and an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the site on which it is located,
less any lease incentive received. The right-of-use asset is depreciated on a straight
line method over the lease term as this method most closely reflects the expected
pattern of consumption of future economic benefits. The right-of-use asset is reduced
by impairment losses, if any, and adjusted for certain remeasurements of the lease
liability.

The Company does not recognise right-of-use assets and lease liabilities for short
term leases that have a lease term of 12 months or less and leases of low-value
assets. The lease payments associated with these leases is recognised as an expense
on a straight line basis over the lease term.

The Company follows the practice to conduct actuarial valuation annually at the year
end. Hence, the impact of remeasurement of post-employment benefit plans has not
been incorporated in these unconsolidated condensed interim financial statements.






