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DIRECTORS’ REVIEW

For Six Months Period Ended December 31, 2020
We are pleased to share the Company’s results for six months period ended December 31, 2020.

The Company continued to face serious challenges, however, financial results have been improved significantly due to various
actions taken by the Management under the guidance of the Board of Directors.

Financial Overview
The Company recorded net after tax loss of Rs. 1,668 million after incorporating major disallowances by OGRA. This Loss is
88% less than the comparative period loss of six months ended 31 December 2019.

The summary of financial highlights of the period is given below:

December 2020 December 2019 Variance
Amount %
(Rupees in Million)
Loss before Taxation 471) (12,356) 11,885 (96)
Taxation (1,197) (1,126) (71) 6
Loss after Taxation (1,668) (13,482) 11,814 (88)
Loss Per Share (Rs.) (1.89) (15.30) 13.41 (88)

SSGC Profitability is derived from the Guaranteed Return Formula prescribed by OGRA. Under this formula, SSGC is allowed
17.43% return on its average net operating fixed assets before financial charges and taxes. However, OGRA makes
disallowances/ adjustments while determining the revenue requirements based on efficiency related benchmarks viz a viz
Un-accounted for Gas (UFG), Human Resource Benchmark Cost, Provision for Doubtful Debts and some other expenses/
charges. These disallowances/ adjustments affect the bottom-line of the Company.

As compared to the corresponding period of last year in which Loss After Tax of Rs. 13,482 million was reported, there is
significant improvement in bottom line of current period and reported Loss After Tax is Rs. 1,668 million which is an improvement
of 88% in Bottom-line. Improvement in bottom line is attributed to completion of absorption of staggered losses in June 2020 to
the extent of Rs. 3,672 million and Rs. 8,142 million reflects operational efficiency mainly due to reasons as under:

In line with OGRA Determination on Final Revenue Requirement (DFRR) for FY 2019-20 issued on March 28, 2022, total
disallowances absorbed / credits allowed in these six months financial results amounted to Rs. 5,828 million against Return on
Assets of Rs. 7,831 million. Finance cost for the period is Rs. 2,474 million.

Acceptance of UFG Allowance on RLNG Business

SSGC has been pursuing vigorously OGRA through the Ministry of Energy (Petroleum Division) as well as through Islamabad
High Court to allow Actual UFG on RLNG business in Distribution Network. As a result of IHC restraining Order, OGRA has
allowed Actual UFG of 17.25% based on FRR of 2019-20.

However, still high UFG disallowance is mainly due to the fact that OGRA is not accepting RLNG Volume Handling benefit
allowed to SSGC vide a Summary approved by the Economic Coordination Committee (ECC) dated May 11, 2018. With
vigorous follow-up of SSGC Management & Board of Directors, OGRA has engaged a Consultant to determine the extent of
UFG on RLNG and its impact on each Sui Company, namely SSGC and SNGPL.

Provision against impaired debts

OGRA allows provision against impaired debts as operating expense related to disconnected customers only. However, on
adoption of IFRS-9, provision is being made on Expected Credit loss basis i. e. forward looking approach which also requires
provisioning against Live Customers, resultantly, bottom-line of the Company was badly affected in previous periods. In current
period, after rigorous efforts, the Company has improved the bottom-line by restricting the Provision against Impaired Debts of
live customers amounting to Rs. 54 million has been treated as not allowable expense by OGRA.

High Financial Cost

SSGC has to account for financial charges of Rs. 2,474 million against borrowing which is mainly due to the Long-Term Loan
obtained to finance its Pipeline Infrastructure for transmission of RLNG from Karachi Port to Sawan delivering the RLNG
volumes to SNGPL network for meeting the energy requirements of North.

An amount of Rs. 659 million has been allowed as Finance Cost on Short Term Borrowings with direct positive impact on bottom line.

Modification in External Auditor’s Review Report

There is no new Qualification in the External Auditors’ Review Report. However, the External Auditors, M/s. BDO Ebrahim & Co.,
Chartered Accountants continued with similar qualifications in their review report for the six months period ended December 31,
2020 for the amounts due from KE and PSML, late payment surcharge (LPS) receivable from SNGPL and WAPDA and
Receivable from Habibullah Coastal Power Company (Private) Limited (HCPCL).

Receivables from KE and PSML
Receivable dispute situation of K-Electric (KE) and Pakistan Steel Mills Limited (PSML) remained the same as in previous years.
The Management is vigorously pursuing recovery suit filed against KE. At the same time, the management is in constant liaison




with the concerned ministries to expedite the recovery of outstanding dues from KE and PSML. It is expected that as soon as
the matter is permanently resolved by the Government of Pakistan, the overall financial position of the Company will improve. It
is pertinent to mention that, subsequent to period ended December 2020, PSML has made payments of Rs. 849 million against
monthly gas bills from July 2020 to May 2021, out of the allocations made by the Finance Division for the purpose. The claim of
the Company against KE and PSML, as of December 31, 2020 is Rs. 121,899 million and Rs. 71,229 million, respectively.

LPS Receivable from SNGPL and WAPDA

The Company is facing the situation of accumulated receivable from SNGPL and WAPDA due to overall circular debt situation.
However, based on the agreed terms and conditions, the Company is accruing LPS against overdue amount. The company is
apprising this position to the concerned Government Authorities on daily basis and expect that this issue would be resolved as
and when circular debt is addressed at national level.

Receivable from HCPCL

M/s Habibullah Coastal Power Company Private Limited (HCPCL) filed its request for Arbitration under the Rules of the
International Chamber of Commerce, Singapore on November 30, 2015 disputing non-supply and short-supply of gas by SSGC
committed under the GSA.

On April 30, 2018, the decision of the arbitration proceedings has been issued by the International Court of Arbitration in favor
of HCPCL. Consequently HCPCL adjusted its claim against running gas bills issued by the Company. Total exposure against
the above amounts to Rs. 8.0 billion.

However, liquidated damages of Rs. 3.8 billion claimed by HCPCL from the Company was a consequence of Liquidated
damages charged to HCPCL by WAPDA/CPPA-G, i.e., flow of payment from one GOP entity to another GOP entity. Therefore,
ECC in its meeting held on February 07, 2018 approved in principle the proposal regarding waiver of liquidated damages with
the direction to Petroleum Division & Power Division to work out modalities in consultation with all the stakeholders by treating
period of no dispatch as “Other Force Majeure Event (OME)” and thus extending the period of GSA with no dispatch period.

GSA between SSGC and HCPCL has expired in September, 2019 whereas Power Purchase Agreement (PPA) between
HCPCL and CPPA-G is valid till 2029.

Accordingly, LDs adjusted by HCPCL amounting to Rs. 3.8 billion and excess LPS adjustment allowed by arbitrator of Rs. 0.3
billion is “Recoverable from HCPCL” and remaining amount of Rs. 3.9 billion pertaining to Reversal of LPS receivable, Interest
on LD Charges and Legal expenses was allowed by OGRA in its Decision on Final Revenue Requirement (DFRR) for FY
2018-19 dated May 25, 2021.

Emphasis of matter

Based on Financial Performance discussed in Note 1.3 of Financial Statements, Auditors have concluded that material
uncertainty exists that may cast significant doubt on the Company’s ability to continue as going concern. However, the Company
has obtained a support letter from Government of Pakistan, Finance Division dated July 06, 2020 that commits support to
maintain the going concern status of the Company. The Auditors have emphasized it in its review report as “Emphasis of Matter”.

To evaluate the financial resilience of the Company, the following major factors are relevant:

a) UFG allowance based on RLNG handling on volumetric basis would be sought from OGRA as already elaborated in
preceding paragraph.

b) Government of Pakistan (Finance Division) (GoP) in its letter dated July 06, 2020, being majority shareholder has
acknowledged the funding requirements of the Company and has shown commitment to extend all support to maintain the
going concern status of the Company.

c) The management has devised a UFG control strategy to control UFG in coming years and the same is under implementation
with the approval of Board of Directors.

d) New Tariff Regime would provide guaranteed return on operating assets at 17.43% effective from FY 2018-19.

e) Banks have waived debt to equity ratio requirements. Further, the Company has never defaulted in payment of any
installment and interest thereon and some of the loans have been totally paid off to date.

In addition to the above the External Auditors, M/s. BDO Ebrahim & Co., Chartered Accountants have drawn attention on certain

issues in their review report for six months period ended December 31, 2020. Comments on these matters are as under:

i. SSGC has discontinued recognition of LPS expenses payable to the Government controlled E&P companies (OGDCL, PPL
& GHPL) effective from July 01, 2012 till the time SSGC receives LPS income from PSML and KE; and

ii. Litigation and other matters mentioned in Contingencies and Commitment are being pursued aggressively for favorable resolution.
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INDEPENDENT AUDITOR’S REPORT ON REVIEW OF UNCONSOLIDATED
CONDENSED INTERIM FINANCIAL STATEMENTS TO THE MEMBERS

Introduction

We have reviewed the accompanying unconsolidated condensed interim statements of financial position of SUI
SOUTHERN GAS COMPANY LIMITED (“the Company”) as at December 31, 2020 and the related unconsolidated
condensed interim statement of profit or loss, unconsolidated condensed interim statement of comprehensive
income, unconsolidated condensed interim statement of cash flows, unconsolidated condensed interim statement
of changes in equity and notes to the unconsolidated condensed interim financial statements for the half-year then
ended (here-in-after referred as the “unconsolidated condensed interim financial statements”). Management is
responsible for the preparation and presentation of this unconsolidated condensed interim financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan for interim financial reporting.
Our responsibility is to express a conclusion on these unconsolidated condensed interim financial statements
based on our review.

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 unconsolidated
condensed interim financial statements 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.

Basis for Qualified Conclusion

a) Asdisclosed in notes 9.1 and 9.2 to the unconsolidated condensed interim financial statements, trade debts
include receivables of Rs. 29,645 million (June 30, 2020: Rs. 33,415 million) and Rs. 24,777 million (June
30, 2020: Rs. 24,332 million) from K-Electric Limited (KE) and Pakistan Steel Mills Corporation (Private)
Limited (PSML) respectively. Significant portion of such receivables include overdue amounts, which have
been considered good by management and classified as current assets in the unconsolidated condensed
interim financial statements. Further, KE and PSML have disputed Late Payment Surcharge (LPS) on their
respective balances due to which management has decided to recognize LPS on a receipt basis from the
aforesaid entities effective from July 01, 2012. Due to the adverse operational and financial conditions of
PSML, disputes by KE and PSML with the Company on LPS, and large accumulation of their respective
overdue amounts, we were unable to determine the extent to which the total amounts due from KE and PSML
were likely to be recovered and the timeframe over which such recovery will be made; and

b) As disclosed in note 10 to the unconsolidated condensed interim financial statements, interest accrued
includes interest receivable of 9,258 million and Rs. 4,563 million from Sui Northern Gas Pipeline Limited
(SNGPL) and Water and Power Development Authority (WAPDA) respectively. These have been accounted
for in line with Company’s practice of charging LPS on overdue amounts, but have not been acknowledged
by the counter-party.

Due to dispute with WAPDA, and large accumulation of their respective overdue amounts of interest, we
were unable to determine the extent to which the interest accrued amounts due from SNGPL and WAPDA
are likely to be recovered and the timeframe over which such recovery will be made;

c) We refer to note 11.2 of the unconsolidated condensed interim financial statements which includes amount
of Rs. 4,158 million receivables from Habibullah Coastal Private Company Limited (HCPCL) in respect of
liquidated damages imposed in arbitration on April 30, 2018 by The International Court of Arbitration. Prior to
the decision, the Economic Coordination Committee (ECC) through its meeting held on February 07, 2018
had proposed waiver of liquidated damages and directed Ministry of Energy — Petroleum Division to work out
modalities in consultation with all stakeholders. However, to date, no agreement has been finalized between
the relevant stakeholders. In the absence of the agreement, there is no contractual right to receive cash or
financial asset from HCPCL and the requirements of IFRS 9 — Financial Instruments are not met.




Qualified Conclusion

Except for the adjustments, to the unconsolidated condensed interim financial statements due to matters described
in (a), (b) and (c) above, based on our review, nothing has come to our attention that causes us to believe that the
accompanying unconsolidated condensed interim financial statements as of and for the half year ended December
31, 2020 is not prepared, in all material respects, in accordance with the accounting and reporting standards as
applicable in Pakistan for interim financial reporting.

Emphasis of Matter Paragraphs

We draw attention to the following matters:

1)

2)

3)

Note 1.3 of the unconsolidated condensed interim financial statements, which indicates that the Company
has incurred net loss after tax of Rs. 1,668 million during the half year ended December 31, 2020 and as of
that date, the Company’s current liabilities exceed current assets by Rs. 96,534 million. Further matters
discussed in the Basis of Qualified Conclusion Section of the report along with other conditions as set forth
in Note 1.3 indicate the material uncertainty exist that may cast significant doubt on the company to continue
as a going concern. However, the Company has obtained a support letter from Government of Pakistan
(Finance Division) dated July 06, 2020 that commits support to maintain the going concern status of the
Company.

Note 17.1 to the unconsolidated condensed interim financial statements that describes that the Company
has reversed the late payment surcharge (LPS) expense of Rs. 26,222 million on delayed payables
pertaining to gas supplied by Government Controlled E & P Companies i.e.

Oil and Gas Development Company Limited (OGDCL), Pakistan Petroleum Limited (PPL) and Government
Holding (Private) Limited (GHPL) with effect from July 01, 2012 to June 30, 2016 and not recorded LPS
expense for the year ended June 30, 2017, June 30, 2018, June 30, 2019, June 30, 2020 and for the period
ended December 31, 2020 amounting to Rs. 7,569 million, Rs. 7,477 million, Rs. 10,525 million, Rs. 26,335
million and Rs. 14,132 million respectively for reasons described in the said note.

Note 18 to the unconsolidated condensed interim financial statements that describe that the Company is
subject to various material litigations and claims involving different courts. The outcome of these cases is
uncertain and beyond management’s control.

Our conclusion is not modified in respect of above matters.

The engagement partner on the review resulting in this independent auditor’s review report is Tariq Feroz Khan.

by Yorer o 4an
M/s BDO Ebrahim & Co.
Chartered Accountants

Dated: September 09, 2022
Place: Karachi




UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

As at December 31, 2020
Note
ASSETS
Non-current assets

Property, plant and equipment 6

Intangible assets

Right of use assets 7

Long term investments 8

Net investment in finance lease
Long term loans and advances
Long-term deposits

Current assets
Stores, spares and loose tools
Stock-in-trade
Current maturity of net investment in finance lease
Customers' installation work-in-progress
Trade debts 9
Loans and advances
Advances, deposits and short term prepayments
Interest accrued 10
Other receivables 11
Taxation - net
Cash and bank balances

Total assets

December 31,
2020
(Un-audited)

June 30,
2020
(Audited)

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

135,678,681 134,346,216
5,644 2,079
173,336 221,352
1,197,108 1,180,018
102,227 131,135
154,601 180,062
18,733 19,104
137,330,330 136,079,966
2,965,504 2,716,971
2,101,805 2,105,878
57,814 57,814
269,255 241,566
89,088,886 91,808,904
1,295,490 1,989,598
794,028 699,192
15,925,722 15,112,554
371,393,707 337,782,168
18,903,552 19,192,406
590,928 699,689
503,386,691 472,406,740
640,717,021 608,486,706

The annexed notes from 1 to 33 form an integral part of these unconsolidated condensed interim

financial statements.

Cé@kf Ao

Dr. Shamshad Akhtar Imran Maniar
Chairperson Managing Director
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Muhammad Amin Rajput
Chief Financial Officer




UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
As at December 31, 2020

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Authorised share capital:
1,000,000,000 ordinary shares of Rs. 10 each

Issued, subscribed and paid-up capital
Reserves
Surplus on re-measurement of FVTOCI securities
Surplus on revaluation of property, plant and equipment
Accumulated losses

LIABILITIES
Non-current liabilities

Long term finance
Long term deposits
Employee benefits
Obligation against pipeline
Deferred credit
Contract liabilities
Lease liability
Long term advances

Current liabilities
Current portion of long term finance
Short term borrowings
Trade and other payables
Current portion of obligation against pipeline
Current portion of deferred credit
Current portion of contract liabilities
Current portion of lease liability
Unclaimed dividend
Interest accrued

Contingencies and commitments
Total equity and liabilities

The annexed notes from 1 to 33 form an integral part of these unconsolidated condensed interim

financial statements.

é@kf dote

Dr. Shamshad Akhtar Imran Maniar
Chairperson Managing Director

12

13
14

12
15
16
13
14
17

18

December 31,
2020
(Un-audited)

June 30,
2020
(Audited)

10,000,000 10,000,000
8,809,163 3,809,163
4,907,401 4,907,401

160,580 143,490
24,347,314 24,347,314
(63,565,737)  (61,897,994)
(25,341,279)  (23,690,626)

25,170,741 29,087,535

20,784,703 20,339,702
5,262,927 5,096,484

788,673 820,255
4,411,514 4,604,521
6,716,912 6,197,498

44,453 105,235
2,957,706 2,968,518

66,137,629 69,219,748
8,085,171 3,086,064

23,574,930 14,979,552

550,034,921 521,363,559
61,781 59,075
424,037 432,236
194,855 192,203
82,596 117,409
285,430 285,430
17,176,950 17,442,056
599,920,671 562,957,584
640,717,021 608,486,706

M

Muhammad Amin Rajput
Chief Financial Officer




UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS

For the period ended December 31, 2020

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2020 2019 2020 2019
(Un-Audited)
Note ~  ————memmemmemee (Rupees in '000)------------------—-
Sales 153,235,408 161,360,895 78,957,951 79,176,193
Sales tax (22,319,752)  (24,059,065) = (11,204,387) (11,825,329)
19 130,915,656 137,301,830 67,753,564 67,350,864
Gas development surcharge 20 19,242,571 1,758,692 8,091,932 1,016,382
RLNG differential margin 21 (1,598,862) (1,424,153) (4,078,421) (1,151,674)
17,643,709 334,539 4,013,511 (135,292)
Net sales 148,559,365 137,636,369 71,767,075 67,215,572
Cost of sales 22 (151,553,293) (153,702,577) = (74,082,857) (74,697,194)
Gross loss (2,993,928)  (16,066,208) (2,315,782) (7,481,622)
Administrative and selling expenses (2,266,256) (2,407,198) (1,140,913) (1,236,542)
Other operating expenses 23 (110,970) (89,939) (50,557) (59,379)
Impairment loss against financial assets (2,187,041) (921,552) (1,050,537) (596,114)

(4,564,267)  (3.418,680)  (2,242,007)  (1,892,035)
(7,558,195)  (19,484.897) | (4,557,789)  (9,373.657)

Other income 24 9,561,613 11,101,830 5,697,473 3,833,665

Operating profit / (loss) 2,003,418 (8,383,067) 1,139,684 (5,539,992)
Finance cost (2,473,846) (3,973,653) (1,499,512) (2,812,098)
Loss before taxation (470,428)  (12,356,720) (359,828) (8,352,090)
Taxation 25 (1,197,315) (1,125,609) (586,974) (538,675)
Loss for the period (1,667,743)  (13,482,329) (946,802) (8,890,765)
Basic and diluted loss per share (Rupees) (1.89) (15.30) (1.07) (10.09)

The annexed notes from 1 to 33 form an integral part of these unconsolidated condensed interim financial statements.

éﬂ‘ff“ ¥ s

Dr. Shamshad Akhtar Imran Maniar Muhammad Amin Rajput
Chairperson Managing Director Chief Financial Officer




UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME

For the period ended December 31, 2020

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2020 2019 2020 2019

(Un-Audited)
—=mmmmmmemmeee—-—-(Rupees in '000)-----------e-mmuem-

Loss for the period (1,667,743)  (13,482,329) (946,802) (8,890,765)
Other comprehensive income

Items that will not be reclassified subsequently to

unconsolidated condensed interim financial

statement of profit or loss
Unrealised gain / (loss) on re-measurement of

FVTOCT securities 17,090 33,151 (24,555) 62,482
Total comprehensive loss for the period (1,650,653) (13,449,178) (971,357) (8,828,283)

The annexed notes from 1 to 33 form an integral part of these unconsolidated condensed interim financial statements.

Cé@?’ =50, s

Dr. Shamshad Akhtar Imran Maniar Muhammad Amin Rajput
Chairperson Managing Director Chief Financial Officer




UNCONSOLIDATED CONDENSED INTERIM STATEMNT OF CASH FLOW
For the period ended December 31, 2020

Half year ended

December 31,
2020

December 31,
2019

(Un-audited)

Note --------(Rupees in '000)--------
CASH FLOW FROM OPERATING ACTIVITIES
Loss before taxation (470,428) (12,356,720)
Adjustments for non-cash and other items 26 9,258,889 9,226,359
Working capital changes 27 (4,620,940) 10,444,058
Financial charges paid (2,889,131) (4,475,517)
Employee benefits paid (74,502) (56,634)
Payment for retirement benefits (813,386) (714,335)
Long term deposits received - net 445,001 1,687,319
Deposits paid - net 371 (303)
Loans and advances to employee - net 719,569 265,907
Interest income received 35,394 60,303
Income taxes paid (908,461) (1,037,270)
Net cash generated from operating activities 682,376 3,043,167
CASH FLOW FROM INVESTING ACTIVITIES
Fixed capital expenditure (5,378,558) (5,505,627)
Payment for obligation against pipeline (67,866) (67,866)
Proceeds from sale of property, plant and equipment 49,783 59,913
Lease rental from net investment in finance lease 42,182 47,033
Dividend received 4,828 1,849
Net cash used in investing activities (5,349,631) (5,464,698)
CASH FLOW FROM FINANCING ACTIVITIES
Repayments of local currency loans (3,907,060) (5,679,183)
Repayment of customer finance (10,626) (15,257)
Repayment of lease liability (119,198) (120,470)
Dividend paid - (4)
Net cash used in financing activities (4,036,884) (5,814,914)
Net decrease in cash and cash equivalents (8,704,139) (8,236,444)
Cash and cash equivalents at beginning of the period (14,279,863) (15,955,943)
Cash and cash equivalents at end of the period (22,984,002) (24,192,387)
Cash and cash equivalent comprises:
Cash and bank balances 590,928 281,847
Short term borrowings (23,574,930) (24,474,234)
(22,984,002) (24,192,387)

The annexed notes from 1 to 33 form an integral part of these unconsolidated condensed interim financial statements.
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Dr. Shamshad Akhtar
Chairperson

M

Muhammad Amin Rajput
Chief Financial Officer
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Imran Maniar
Managing Director




UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
For the period ended December 31, 2020

Issued, Surplus on re- Surplus on
subscribed Capital Revenue m:asl;:emen tof revaluation of Accumulated Total
and psfld-up reserves reserves FVTOCI securities propert¥ plant losses
capital and equipment
(Rupees in '000):
Balance as at July 1, 2019 (Audited) 8,809,163 234,868 4,672,533 199,621 21,043,031 (42,981,531) (8,022,315)

Total comprehensive loss for the period
ended December 31, 2019
Loss for the period ‘ - " - H - " - ‘ - | (13,482,329)” (13,482,329)
33,151 -

Other comprehensive income for the period - - - - 33,151
- - - - (13,482,329) (13,449,178)
Balance as at December 31, 2019 8,809,163 234,868 4,672,533 232,772 21,043,031 (56,463,860) (21,471,493)
Balance as at June 30, 2020 (Audited) 8,809,163 234,868 4,672,533 143,490 24,347,314 (61,897,994) (23,690,626)

Total comprehensive loss for the period
ended December 31, 2020
Loss for the period | - || - || - || - | - | (1,667,743)" (1,667,743)

Other comprehensive income for the period - - - 17,090 - - 17,090
- - - 17,090 - (1,667,743) (1,650,653)
Balance as at December 31, 2020 8,809,163 234,868 4,672,533 160,580 24,347,314 (63,565,737) (25,341,279)

The annexed notes from 1 to 33 form an integral part of these unconsolidated cond d interim fi

Cﬁ*ﬁ“ ” 4 s

Dr. Shamshad Akhtar Imran Maniar Muhammad Amin Rajput
Chairperson Managing Director Chief Financial Officer

(1]




NOTES TO THE UNCONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS
For the period ended December 31, 2020

1

1.1

1.2

STATUS AND NATURE OF BUSINESS

Sui Southern Gas Company Limited ("the Company") is a public limited Company incorporated in
Pakistan and is listed on Pakistan Stock Exchange. The main activity of the Company is
transmission and distribution of natural gas in Sindh and Balochistan. The Company is also
engaged in certain activities related to the gas business including the manufacturing and sale of
gas meters and construction contracts for laying of pipelines.

The registered office of the Company is situated at SSGC House, Sir Shah Suleman Road, Block
14, Gulshan e Igbal, Karachi. The Company’s pipe coating plant is situated at Plot No. F-76, SITE
Avenue Karachi (Here 3/4", 1" & 2" pipe is coated for Distribution South Karachi) and the
Company Khadeji P&C Base Camp M-9 Motorway Karachi.

The addresses of other regional offices of the Company are as follows:
Region Address

Karachi West SITE Office, Karachi. Plot No. F/36 & F/37 SITE Area Karachi.
Karachi East Plot # 21/1, Sector 22, Korangi Industrial Area, Karachi.
Karachi Central Azad Trade Center Near Civic Center Karachi.

Hyderabad SSGC Regional Office, Opp. New Eidgah, National Highway Qasimabad,
Hyderabad.

Nawabshah SSGC Regional Office, Near Sikandar Art Gallery Housing Society,
Nawabshah.

Sukkur SSGC Regional Office, Golimar Road, SITE Area Sukkur.

Larkana SSGC Regional Office, Near Shaikh Zaid Women Hospital, Larkana.

Quetta SSGC Office, Samungli Road, Quetta.

Regulatory framework

Under the provisions of license given by the Oil and Gas Regulatory Authority (OGRA), the
Company is provided a minimum annual return before taxation of 17.43% per annum of the net
average operating fixed assets (net of deferred credit) for the year, excluding financial cost and
other non-operating expenses and non-operating income.

The determination of annual required return is reviewed by the OGRA, under the terms of the
license for transmission, distribution and sale of natural gas, targets and parameters set by OGRA.
Income earned in excess or short of the above guaranteed return is payable to or recoverable from
the Government of Pakistan (GoP) and is adjusted from or to the gas development surcharge
balance payable to / receivable from the GoP.




1.3

Financial performance

During the period, the Company has incurred a loss after tax of Rs. 1,668 million resulting in
increase in its accumulated losses as at December 31, 2020 amounts to Rs. 63,566 million and
diminishing equity to Rs. 25,341 million. As at period end, current liabilities exceed its current
asset by Rs.96,534 million.

The Company’s financial performance for the period has been deteriorated mainly because of
higher UFG due to RLNG off load into SSGC franchise area which was sold to indigenous gas
customers.

In order to improve the financial position and performance of the Company, the management /
Board of Directors (Board) have taken / planned following steps:

Economic Coordination Committee (ECC) in its meeting dated May 11, 2018 approved the
summary submitted by the Petroleum Division under which the Company was allowed UFG based
on RLNG handling basis (volumetric basis) in the sale price of RLNG in the form of distribution
loss due to swapping arrangements and consumption of RLNG in its franchise area. However, in
its determination on Final Revenue Requirement (FRR) for FY 2017-18 OGRA did not consider
implementing the aforementioned decision and advised the Company to take up the matter with
SNGPL in consultation with Ministry of Energy (Petroleum Division). The Company has
reiterated its earlier position of higher UFG due to RLNG and another summary is being
considered at ECC to reinforce earlier ECC decision with multiple options for its implementation.

Government of Pakistan (Finance Division) in its letter dated July 06, 2020, GoP being majority
shareholder has acknowledged the funding requirements of the Company and has shown
commitment to extend all support to maintain the going concern status of the Company.

The Company has devised a strategy to control UFG in coming years and the same is under
implementation with the approval of Board of Directors.

Under new tariff regime, the Company will also be entitled to the guaranteed return on operating
asset from 17% to 17.43% from FY 2019 for next three years.

Banks have also waived debt to equity covenant for financial years 2018-19 and 2019-20.
However, the Company has never defaulted in payment of any installment of principal and interest
thereon and few of the loans have been totally paid off to date.

- Board / management believes that in view of above-mentioned steps / plans, the Company’s
profitability and financial position will improve in the next few years.




1.4

2.1

Determination of revenue requirement

The Oil and Gas Regulatory Authority (OGRA) in its order dated December 02, 2010, and May
24, 2011, treated Royalty Income from Jamshoro Joint Venture Limited, profit from Meter
Manufacturing, Late Payment Surcharge (LPS), and Sale of Gas Condensate as operating income,
which OGRA had previously allowed as non-operating income in its decision dated
September 24, 2010, for the year ended June 30, 2010. OGRA also in its aforesaid decision
reduced benchmark of the allowable Unaccounted for Gas (UFG) from 7% to 4.25% - 5%.

Being aggrieved by the above decision, the Company has filed an appeal against the decision of
the OGRA in the High Court of Sindh (“the Court”), on which the Court provided interim relief,
whereby, the OGRA was directed to determine the Revenue Requirements on the same principles
as per its decision of September 24, 2010, pertaining to FY 2010 till final decision of the Court.
However, with regard to UFG benchmark, the OGRA was directed to carry out an impact
assessment study and submit its report to the Court. Afterwards, management estimated the
Revenue Requirement of the Company for the financial years 2011 to 2015 based on the interim
relief of the Court, and the OGRA also accepted position taken up by the Company for the said
financial years, subject to the final decision of the Court.

On November 25, 2016, the Sindh High Court dismissed the Company’s petitions through its
judgement. Consequently, the OGRA in its decisions dated December 22, 2016 and October 26,
2017 for determination of FRR for FY 2016 and FY 2017 respectively allowed UFG at 4.5% and
treated Royalty Income from Jamshoro Joint Venture Limited, profit from Meter Manufacturing,
Late Payment Surcharge, and Sale of Gas Condensate as operating income. The Company has
filed civil petition for leave to appeal in the Supreme Court of Pakistan on January 25, 2017,
against the abovementioned Sindh High Court judgement. But the management has considered the
OGRA's decision in preparation of these unconsolidated condensed interim financial statement for
the period ended December 31, 2020.

BASIS FOR PREPARATION
Statement of compliance

These unconsolidated condensed interim financial statements has been prepared in accordance
with the requirements of International Accounting Standard 34, "Interim Financial Reporting" and
the provisions and directives issued under the Companies Act, 2017. In case where the
requirements differ, the provisions of and directives issued under the Companies Act, 2017 shall
prevail. For the determination of Gas Development Surcharge, the directives of the OGRA and the
OGRA Ordinance, 2002 have been followed. Moreover, Gas Development Surcharge recorded in
these unconsolidated condensed interim financial statements is based on FRR determined by the
OGRA for the financial year ended June 30, 2020.




2.2

These unconsolidated condensed interim financial statements do not include all information
required for annual audited unconsolidated financial statements and should be read in conjunction
with the annual audited unconsolidated financial statements of the Company for the year ended
June 30, 2020.

These unconsolidated condensed interim financial statements are un-audited but subject to limited
scope review by the auditors and are being submitted to shareholders as required by the listing
regulations of the SECP and section 237 of the Companies Act, 2017.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies and methods of computation applied for the preparation of
these unconsolidated condensed interim financial statements are the same as those applied in
preparation of the annual unconsolidated audited financial statements of the Company for the year
ended June 30, 2020.

ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of these unconsolidated condensed interim financial statements are in conformity
with the approved accounting standards, as applicable in Pakistan requires the management to
make estimates, assumptions and use judgments that affect the application of policies and the
reported amounts of assets and liabilities and income and expenses. Actual results may differ from
these estimates.

The significant judgments made by the management in applying the Company's accounting
policies and the key sources of estimation uncertainty were the same as those applied to the
audited unconsolidated financial statements for the year ended June 30, 2020. Further, the charge
in respect of staff retirement benefits has been recognised on the basis of actuarial's projection for
the ensuing period; hence it does not include consideration for actuarial gains / losses which will
be determined at the year end.

FINANCIAL RISK MANAGEMENT

The Company's financial risk management objectives and policies are consistent with those
disclosed in the unconsolidated financial statements as at and for the year ended June 30, 2020.




PROPERTY, PLANT AND EQUIPMENT

December 31,

2020

(Un-audited)

June 30,
2020

(Audited)

------—--(Rupees in '000)--------

Operating assets 123,201,741 122,483,833
Capital work-in-progress 12,476,940 11,862,383
135,678,681 134,346,216

Details of additions and disposals of property, plant and equipment are as follows:

December 31,
2020
(Un-audited)

(Rupees in '000)

December 31,

2019

(Audited)

Cost of ‘Written down Cost of Written down
additions / value of additions / value of
transfers (transfers / transfers (transfers /
from CWIP disposals) from CWIP disposals)
Operating assets
Buildings on leasehold land 17,392 - 105,319 -
Gas distribution system 2,530,255 (43,909) 2,351,262 -
Gas transmission pipelines 1,305,968 - 546,984 -
Telecommunication 2,882 - - (698)
Plant and machinery 67,742 (269) 113,688 (1,346)
Tools and equipment 2,539 - 5,962 -
Motor vehicles 43,849 (20,233) 77,870 (12,841)
Furniture and fixtures 1,689 - 19,860 -
Office equipment 25,944 - 7,229 17)
Computers and ancillary equipments 12,421 - 55,031 -
Construction equipment - - - (236)
Compressors 1,186,430 - 594,149 -
5,197,111 (64.411) 3,877,354 (15,138)
Capital Transfer to Capital Transfer to
expenditure operating expenditure operating
incurred assets incurred assets
Capital work in progress:
Projects:
Gas distribution system 3,669,911 (2,530,255) 3,121,781 (2,351,262)
Gas transmission system 1,118,821 (1,305,968) 1,034,353 (546,984)
Cost of buildings under construction 1,537,800 (17,392) 306,577 (105,319)
6,326,532 (3,853.,615) 4,462,711 (3,003,565)

During the period, there has been net (decrease) / increase in respect of stores and spares held for
capital projects and others amounting to Rs. (845) million (December 31, 2019: Rs. 591 million).
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RIGHT OF USE ASSETS

Cost
Accumulated depreciation
Net book value

Cost
Opening balance
Impact on application of IFRS 16
Additions during the period
Derecognition during the period
Closing balance

Accumulated depreciation
Opening balance
Depreciation charge for the period
Derecognition during the period
Closing balance

December 31, June 30,
2020 2020

(Un-audited) (Audited)

--——----(Rupees in '000)--------

350,339 347,263
(177,003) (125,911)
173,336 221352
347,263 -
- 347,263
14,101 -
(11,025) -
350,339 347,263
125,911 -
62,117 125,911
(11,025) -
177,003 125911

The rate of depreciation is based on the term of the respective agreement and ranges from 33% to

40% per annum.

LONG TERM INVESTMENTS

Investment at cost

Investments - fair value through other comprehensive income

TRADE DEBTS

Secured
Unsecured

Provision against doubtful debts

December 31, June 30,
2020 2020

(Un-audited) (Audited)

---—----(Rupees in '000)--------

1,000,001 1,000,001
197,107 180,017
1,197,108 1,180,018

27,887,214 32,655,739
82,625,248 78,389,700

110,512,462 111,045,439
(21,423,576)  (19.236,535)

89,088,886 91,808,904




9.1

As K-Electric Limited (KE) has been defaulting and not making payment of Late Payment Surcharge
(LPS) and the Company filed a suit in the High Court of Sindh in November 2012, for recovery of its
aggregate claim, the Company effective from July 01, 2012 decided to account for LPS from KE on
receipt basis as per International Financial Reporting Standards — 15 “Revenue from Contracts with
Customers” based on opinions from firms of Chartered Accountants.

In accordance with the revised accounting treatment, the trade debts includes Rs. 29,645 million (June
30, 2020: Rs. 33,415 million) as at December 31, 2020 receivables from KE against sale of indigenous
gas. Out of this, Rs. 29,645 million (June 30, 2020: Rs. 29,652 million) as at December 31, 2020 are
overdue. However, the aggregate legal claim of the Company from KE amounts to Rs 121,899 million
(June 30, 2020: Rs. 116,743 million). This amount has been arrived at as per the practice of the
Company to charge LPS to customers who do not make timely payments.

Considering that the Company has valid legal claim for recovery of LPS together with outstanding
principal amount, the Company filed the aforementioned suit against KE amounting to Rs. 55,705
million. The above suit has been filed on the following grounds:

As per the agreement dated June 30, 2009 which was entered between the Company and KE for making
outstanding payment in 18 instalments, the Company was entitled to charge LPS on outstanding
principal amount at rate of:

a. Highest OD rate being paid by the Company; or
b. Highest rate at which interest is payable on gas producer bills.

As per the above agreement and as per the audited financial statements of KE as at June 30, 2010, KE,
itself, acknowledged and recognized LPS till June 30, 2010, in its books of accounts which confirm
management’s assertion that the Company has legal claim over KE for charging of LPS.

KE also filed case against the Company in the High Court of Sindh for recovery of damages / losses of
Rs. 61,614 million as KE claimed that the Company had not supplied the committed quantity of natural
gas to KE. However, the legal counsel of the Company is of the view that claim of KE is not valid and is
not as per terms of the agreement where it was agreed that the Company would make excess supply of
natural gas if KE would make timely payments. As KE defaulted on many instances in making payments
on due dates, the Company was not bound to supply excess quantity of natural gas as per terms of the
agreement.

Management has consulted with its legal counsel, who is of the view that the Company has a strong case
over recovery of the outstanding amount due to which management considers outstanding balance good
and recoverable. The legal counsel also viewed that the Company has a good claim over LPS on
outstanding balance, but considering that the matter is in dispute, as discussed above, the Company has
decided to recognize LPS from KE when either such claimed amounts are recovered or when these are
decreed and their recovery is assured.




9.2

In March, 2014, management signed a payment plan with KE in order to streamline the payment
modalities in relation to current monthly bills and old outstanding principal amount, in which the issue
of LPS was not addressed. The plan expired on March 31, 2015, and first addendum was included to the
original payment plan effective from April 1, 2015 till March 31, 2016. Upon expiry, the second
addendum was included to the original payment plan on June 18, 2016 effective from April 1, 2016 till
March 31, 2017. Currently, management is in a process to negotiate payment plan, which hasn't been
finalised till the issuance of these unconsolidated condensed interim financial statements but the supply
of gas and payment is continuing as per old plan.

It has been agreed during various meetings with KE and the Company to appoint a firm of Chartered
Accountants to reconcile the balances appearing in their respective books which is still pending. Term
of reference has been signed and shared with KE however no response received from KE.

As Pakistan Steel Mills Corporation (Private) Limited (PSML) has been defaulting and not making
payment of Late Payment Surcharge (LPS), the Company effective from July 01, 2012 decided to
account for LPS from PSML on receipt basis as per International Financial Reporting Standards — 15
“Revenue from Contracts with Customers” based on opinions from firms of Chartered Accountants.

In accordance with the revised accounting treatment, the trade debts includes Rs. 24,777 million (June
30, 2020: Rs. 24,332 million) including overdue balance of Rs. 24,699 million (June 30, 2020: Rs.
24,282 million) receivable from PSML. However, the aggregate legal claim of the Company from
PSML amounts to Rs. 71,229 million (June 30, 2020: Rs. 67,665 million). This amount has been arrived
at as per the practice of the Company to charge LPS to customers who do not make timely payments.

The Company filed a suit in the High Court of Sindh in April 2016, for recovery of its aggregate claim
amounting to Rs. 41,354 million along with LPS. On April 6, 2016, the High Court of Sindh passed an
order restraining PSML from creating any third party interest in relation to its assets including but not
limited to immovable assets owned by it.

PSML has filed its counter claim of Rs. 38,660 million approximately on account of losses due to low
gas pressure provided to PSML from March 2015 to December 2016. Legal counsel of the Company is
of the view that due to vagaries of litigation nothing could be expressed with any degree of certainty in
the contested matters.

Although PSML’s financial position is adverse, and it has no capacity to repay its obligations on its
own, management is confident that the entire amount will be ultimately recovered because PSML is a
Government-owned entity and is continuously being supported by the Government of Pakistan.




December 31, June 30,

2020 2020
(Un-audited) (Audited)
Note - (Rupees in '000)--------
10 INTEREST ACCRUED
Interest accrued on late payment of bills / invoices from:
WAPDA 4,562,855 4,390,715
SNGPL 9,258,081 8,685,480
JJIVL 578,798 578,798
14,399,734 13,654,993
Interest accrued on sales tax refund 487,739 487,739
Interest accrued on loan to related party 1,150,649 1,082,222
16,038,122 15,224,954
Provision against impaired accrued income (112,400) (112,400)
15,925,722 15,112,554
11 OTHER RECEIVABLES
Gas development surcharge receivable from
Government of Pakistan (GoP) 11.1 198,004,974 178,411,641
Receivable from SNGPL for differential tariff 4,284,080 4,284,080
Receivable from staff pension fund 51,122 -
Receivable from HCPCL 11.2 4,157,839 4,157,839
Balance receivable for sale of gas condensate 67,693 46,438
Receivable from SNGPL - a related party 11.3 113,627,208 99,834,232
Receivable from Jamshoro Joint Venture Limited 11.4 & 11.5 11,030,271 11,427,831
Receivable from SSGC LPG (Private) Limited 7,968 19,829
Sales tax receivable 11.6 42,207,423 41,588,995
Sindh sales tax 112,976 112,976
Receivable against asset contribution 11.7 379,601 418,118
Miscellaneous 49,426 67,063
373,980,581 340,369,042
Impairment loss against financial assets (2,586,874) (2,586,874)
371,393,707 337,782,168
11.1  Gas Development Surcharge receivable from GoP
Opening balance 178,411,641 140,160,555
Recognized in statement of profit or loss 19,242,570 37,600,501
Subsidy for LPG air mix operations 350,763 650,585
Closing balance 198,004,974 178,411,641
11.2  Receivable from Habibullah Coastal Power
Company Private Limited (HCPCL)
Amount of LD charges as per arbitration award 3,938,382 3,938,382
Subsequent LDs raised by HCPCL on Award Principle 219,457 219,457
4,157,839 4,157,839

11.2.1 HCPCL initiated arbitral proceedings on November 30, 2015 in the International Chamber of
Commerce Singapore (ICC) against the Company on account of short / non-supply of contractual gas
volumes and disputed compounding of interest i.e. Late Payment Surcharge on gas bills thereon for the
period from January 2009 to March 2017.




11.3.1

On April 30, 2018, ICC issued decision in favor of HCPCL and the Company was made liable to make
payment to HCPCL as a final reward in the form of indemnity, liquidated damages (LD), interest on LD
and legal and professional charges. The said final reward was adjusted by HCPCL against running gas
bills issued by the Company.

Earlier in January 2018, the Company approached Ministry of Energy (Petroleum Division) regarding
waiver of LDs claimed by WAPDA / CCPA-G from HCPCL against non-supply of Electricity to
WAPDA which was being passed to the Company by HCPCL.

The matter was submitted to Economic Coordination Committee of the Cabinet (ECC) for consideration
and ECC in its meeting held on February 07, 2018 approved in principle, the proposal regarding waiver
of LDs with the direction to Petroleum Division to work out modalities in consultation with
stakeholders.

LDs adjusted by HCPCL against running gas bills are recoverable from HCPCL as per ECC
aforementioned decision amounting to Rs. 3,626 million for the Award period along with LPS
amounting to Rs. 312 million and further LDs deducted by HCPCL following Award principles
amounting to Rs. 162 million and Rs. 58 million upto June 30, 2018 and for the year ended June 30,
2019 respectively.

December 31, June 30,
2020 2020
(Un-audited) (Audited)
Note ------—--(Rupees in '000)--------

As at year end, receivable balance from SNGPL comprises of the following:

Uniform cost of gas 15,818,844 15,818,845
Lease rentals 786,774 593,033
Contingent rent 3,535 3,535
LSA margins 3,401,099 2,877,266
Capacity and utilisation charges of RLNG 11.3.1 60,205,545 51,063,909
RLNG transportation income 33,411,411 29,477,644

113,627,208 99,834,232

The Company has invoiced an amount of Rs. 117,232 million, including Sindh sales tax of Rs. 13,630
million, till December 31, 2020 to SNGPL in respect of capacity and utilization charges (terminal
charges), LSA margins and transportation charges relating to RLNG.

SNGPL has disputed the terminal charges that have not been allowed to it by OGRA, terminal charges
of a third party (i.e. Pak-Arab Fertilizer Company Limited (PAFCL) and terminal charges with respect
to those quantities which were not supplied to SNGPL. SNGPL is of the view that it will only pay
terminal charges as per OGRA notification and for those quantities which are actually supplied to
SNGPL and not the actual cost billed by the Company. For quantity supplied to PAFCL, PAFCL is
making payment directly to the Company according to the payment plan finalized subsequent to end of
reporting date. The Company has finalized its payment plan with PAFCL in which PAFCL is required
to make eight equal monthly installments of Rs. 201 million per month. Till July 2019, the Company
has received all eight installments.




In June 2016, the Economic Coordination Committee (ECC) approved the policy guidelines that all
charges under LSA including, but not limited to capacity and utilization charges as well as retainage are
to be included at actual. OGRA in its decision dated October 7, 2016 regarding determination of RLNG
price, has allowed the terminal charges at actual.

The Ministry of Energy in pursuance of the decision of ECC vide case submitted on September 03, 2015
has allocated 71 BCF RLNG volume to the Company in order to resolve the matter of short supply, with
the direction to enter into an agreement with SNGPL for RLNG allocated volumes with the condition
that either the Company will make payment to SNGPL for the RLNG sold in its franchise area or will
return these volumes when dedicated pipeline is available.

OGRA, in its letter dated November 20, 2018, in pursuance of decision of the ECC, with the consent of
SNGPL and the Company, has determined the price mechanism for purchase and sale of allocated
RLNG volumes.

Based on initialed agreement between the Company and SNGPL dated January 25, 2021, SNGPL is
raising invoice for RLNG volumes retained by the Company from June 01, 2020 based on RLNG
reconciliation statement mutually agreed. The rate is based on OGRA decision dated November 20,
2018. SNGPL has started payments of such invoices issued by the Company from June 2020 onwards
on monthly basis.

This include amount receivable in respect of Royalty Income, Sale of Liquefied Petroleum Gas, sale of
natural gas liquids, federal excise duty and Sindh sales tax on franchise services.

As at period end, amount payable to JJVL in respect of processing charges is disclosed in note 16 and
17 to these unconsolidated condensed interim financial statements.

During the year 2013-14, the Supreme Court of Pakistan (SCP) passed an order dated December 04,
2013 with respect to the Constitution Petition No. 5 of 2011 and Human Rights Case No.15744 - P of
2009, whereby the Implementation Agreement of Badin gas field dated August 12, 2003 signed between
the Company and Jamshoro Joint Venture Limited (JJVL) was declared void from the date of its
inception. The SCP constituted a committee to calculate Royalty payments (on the LPG extracted to
date) on the basis of the Saudi Aramco reference price plus freight charges instead of the “Reference
Price” for the full period during which the Implementation Agreement had been operational. However,
the freight amount is yet to be finalized for which the SCP has appointed an Advocate Supreme Court to
determine the matter and accordingly the same has been submitted by him.

As per SCP order dated June 13, 2018 a firm of Chartered Accountants was appointed to determine the
receivable / payable from / to JJVL wherein freight matter was also included and the report has been
submitted by the firm. However the freight matter is still pending and the SCP will settle the same and
an appropriate order shall be passed in this respect. As per SCP order dated January 9, 2019, in respect
of freight matter charges, SCP directed JJVL to deposit Rs. 249 million as JJVL’s admitted liability for
freight charges for the period 2005-2013. The Company has received such amount as directed by SCP
on February 24, 2020 and further amount in this respect will be determined / settled by SCP in due
course.




11.6

12

12.1

12.2

Sales tax refunds arise due to uniform purchase price adjustment with SNGPL and zero rating of sales
tax on gas sales for various industries. Sales tax refunds are processed through FBR’s Sales Tax
Automated Refund Repository (STARR) system. Due to several snags in the functioning of STARR,
valid input sales tax claims of the Company are deferred. Realizing the problems of STARR, in August
2010, dispensation from processing of sales tax refunds through the STARR system was allowed by
FBR through a letter and substantial refunds were released after issuance of this letter under Corporate
Guarantee (subject to post refund audit). However, above said dispensation was also withdrawn by FBR
in May 2012.

After withdrawal of said dispensation, the deferred refunds are issued to the Company on the basis of
manual verification of documents (third party vendor sales tax returns) by tax authorities. The
management is making vigorous efforts for realization of these refunds.

This represents receivable from Mari Petroleum Company Limited, Spud Energy Pty Limited, PKP
Exploration Limited and Government Holdings (Private) Limited (referred as BJV); in respect of
Zarghun gas transmission pipeline under pipeline contribution agreement. The receivable has been
recognised using discounted cashflow technique.

December 31, June 30,
2020 2020
(Un-audited) (Audited)
Note - (Rupees in '000)--------
LONG-TERM FINANCE
Secured
Loans from banking companies 12.1 & 12.2 32,296,296 36,210,321
Unsecured
Front end fee of foreign currency loan 23,950 23,950
Customer financing 159,978 170,605
Government of Sindh loans 775,688 768,723
959,616 963,278
33,255,912 37,173,599
Less: Current portion shown under Current liabilities
Loans from banking companies (7,875,000) (7,875,000)
Customer financing (23,504) (24,397)
Government of Sindh loans (186,667) (186,667)
(8,085,171) (8,086,064)
25,170,741 29,087,535

A long term finance facility amounting to Rs. 15,000 million was sanctioned in October 2015 from a
syndicate of banks. During the period, repayment of Rs. 1,500 million has been made.

A long term finance facility amounting to Rs. 39,800 million was sanctioned in May 2016 from a
syndicate of banks. As at December 31, 2020 the Company has utilised Rs. 34,200 million out of the
total sanctioned amount. During the period repayment of Rs. 2,138 million has been made. The financial
arrangements have been secured by GoP guarantee and ranking charge created by way of hypothecation
over all present and future movable fixed Regasified Liquefied Natural Gas (RLNG) assets of the
Company including but not limited to compressor stations, transmission pipelines, distribution
pipelines, pipeline construction machinery and equipments.
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December 31, June 30,

2020 2020
(Un-audited)  (Audited)
Note — -—-—-—--- (Rupees in '000)--------
DEFERRED CREDIT
Government of Pakistan contributions / grants
Opening balance 2,911,647 3,064,028
Additions / adjustments during the period / year 10,946 139,427
Transferred to unconsolidated condensed interim statement of profit or loss 24 (146,655) (291,808)
Closing balance 2,775,938 2,911,647
Government of Sindh (Conversion of loan into grant)
Opening balance 1,995,985 2,025,211
Additions during the period / year (133) 86,808
Transferred to unconsolidated condensed interim statement of profit or loss 24 (57,375) (116,034)
Closing balance 1,938,477 1,995,985
Government of Sindh grants
Opening balance 129,125 149,967
Transferred to unconsolidated condensed interim statement of profit or loss 24 & 13.1 (7,988) (20,842)
Closing balance 121,137 129,125
4,835,551 5,036,757
Less: Current portion of deferred credit (424,037) (432,236)

4,411,514 4,604,521

13.1 This represents the benefit of lower interest rate on Government of Sindh Loan III, IV and V, and
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is calculated as difference between the proceeds received in respect of Government of Sindh Loan
III, IV and V and its initial fair value. The amount of Government of Sindh loan after conversion
amounting to Rs 940 million and its initial fair value is amounting to Rs. 170 million based on Rs.
398 million. These are calculated at 3 month KIBOR prevailing at respective year ends in which
the loans were disbursed. This benefit is treated as Government grant and would be amortised in
unconsolidated condensed interim statement of profit or loss on the basis of pattern of recognition,
as expenses, the cost the grant intends to compensate.
December 31, June 30,

2020 2020
(Un-audited)  (Audited)
Note = -—-—-—--- (Rupees in '000)--------
CONTRACT LIABILITIES
Contribution from customers 14.1 1,842,389 1,823,259
Advance received from customers for laying of mains, etc. 4,874,523 4,374,239

6,716,912 6,197,498
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14.2

15

16

December 31, June 30,
2020 2020
(Un-audited) (Audited)
--------(Rupees in '000)--------

Contribution from customers

Opening balance 2,015,462 1,573,394
Additions / adjustments during the period / year 119,210 623,385
Transferred to unconsolidated condensed interim statement of profit or loss (97,428) (181,317)
2,037,244 2,015,462
Less: Current portion of contributions from customers (194,855) (192,203)
Closing balance 1,842,389 1,823,259

The Company has recognised the contract liabilities in respect of the amount received from the
customers as contribution towards the cost of supplying and laying transmission, service and main
lines.

SHORT TERM BORROWINGS

These represent facilities for short term running finance / short term money market loan available
from various banks amounting to Rs. 25,000 million (June 30, 2020: Rs. 25,000 million) and
subject to mark-up to 0.00% to 0.20% (June 30, 2020: 0.00% to 0.20%) above the average one
month KIBOR. The facilities are secured by first pari passu, first joint supplemental hypothecation
and ranking charge over present and future stock in trade and book debts of the Company.

The aggregate unavailed short term borrowing facilities amounted to Rs. 1,425 million (June 30,
2020: Rs. 10,021 million).

December 31, June 30,
2020 2020
TRADE AND OTHER PAYABLES (Un-audited) (Audited)
Note --------(Rupees in '000)--------

Creditors for:
Indigenous gas 16.1 379,060,750 386,072,492
RLNG 125,561,392 92,860,338
504,622,142 478,932,830
RLNG differential margin payable to GoP 16,029,498 14,430,636
Engro Elengy Terminal Limited 1,523,520 1,901,685
Accrued liabilities 5,262,025 3,794,449
Provision for compensated absences - non executives 303,441 303,441
Payable to staff gratuity fund 4,076,196 4,076,196
Payable to pension fund - 129,230
Payable to provident fund 62,319 74,872
Deposits / retention money 609,918 622,876
Advance for sharing right of way 18,088 18,088
Withholding tax payable 363,264 114,457
Sales tax and federal excise duty payable 543,420 456,824
Sindh sales tax on services 266,725 130,433
Processing charges payable to JJVL 8,528,447 8,528,447
Gas infrastructure development cess payable 7,204,593 7,234,826
Unclaimed term finance certificate redemption profit 1,800 1,800
Workers' profit participation fund 174,515 174,515
Others 445,010 437,954

550,034,921 521,363,559
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17.1

As at December 31, 2020, amount of Rs. 320,296 million (June 30, 2020: Rs. 308,399 million) is
payable to Oil and Gas Development Company Limited, Pakistan Petroleum Limited and
Government Holdings (Private) Limited in respect of gas purchases along with interest of Rs.
15,832 million (June 30, 2020: Rs. 15,832 million) on their balances which have been presented
in note 17.1 in this unconsolidated condensed interim financial statement.

December 31, June 30,
2020 2020
(Un-audited) (Audited)
INTEREST ACCRUED Note -(Rupees in '000)--------
Long term financing - loans from banking companies 425,807 562,364
Long term deposits from customers 242,150 481,020
Short term borrowings 233,364 123,043
Late payment surcharge on processing charges 438,392 438,392
Late payment surcharge on gas development surcharge 4,826 4,826
Late payment surcharge on gas supplies 17.1 15,832,411 15,832,411
17,176,950 17,442,056

As disclosed in note 9.1 and 9.2, effective from July 1, 2012, the Company has been accounting
for LPS from KE and PSML on receipt basis as per IFRS 15 “Revenue from Contract with
Customers" based on opinion from firms of Chartered Accountants.. However, the Company
continued recognition of the LPS expense payable on outstanding payables of the Government
Controlled E & P Companies i.e. Oil and Gas Development Company Limited (OGDCL), Pakistan
Petroleum Limited (PPL) and Government Holding (Private) Limited (GHPL) to comply with the
requirements of the accounting standards, as such standards do not allow the Company to offset its
LPS income against the mark-up expense in absence of legal right of set off, despite the fact that
the Company has never paid such LPS to Government Controlled E&P Companies.

Therefore, the management approached MP & NR through its letter dated September 1, 2016 to
allow similar treatment of its LPS payable to the Government Controlled E&P Companies due to
special and unusual circumstances arising from circular debt. The Company's request was also
based on, besides the unique situation of circular debt, past settlement record on net basis which
was approved by ECC in 2001 and the fact that OGDCL, PPL and GHPL have adopted the
accounting policy whereby such LPS incomes will be recorded in their financial statements only
when the same are received.

In response to the Company’s above request, the MP & NR vide their letter dated January 3, 2017
has supported the contention of the Company that it will not recognize LPS expense payable to the
Government Controlled E & P Companies (OGDCL, PPL and GHPL), effective from July 1, 2012,
till the time Company receives payment for LPS income from KE and PSML and it would be
settled simultaneously subject to fulfillment of all the codal formalities. Based on the letter
received from MP & NR, and the legal opinion, the Company has reversed the LPS expense on
delayed payments on gas supplies effective from July 1, 2012. Further it has been decided that the
Company will record and pay such expense in the period only when it receives LPS income from
KE and PSML.

Had the management not reversed the LPS expense payable from July 1, 2012 to June 30, 2016 of
Rs. 26,222 million and recorded LPS expense for the year ended June 30, 2017; June 30, 2018;
June 30, 2019; June 30, 2020 and for the period ended December 31, 2020 amounting to Rs. 7,569
million; Rs. 7,477 million; Rs. 10,525 million; Rs 26,335 million and Rs. 14,132 million
respectively on outstanding payables to Government Controlled E&P Companies, the effect on
these unconsolidated condensed interim financial statements would be as follows:




18

18.1

18.2

18.3

(Rupees in million)

- Increase in loss before tax 14,132
- Increase in loss after tax / accumulated loss 10,034
- Increase in loss per share - rupees 11.39
- Increase in accumulated losses 92,260
- Increase trade payables 92,260
- Increase deferred tax liability 27,768
December 31, June 30,
2020 2020
(Un-audited) (Audited)

CONTINGENCIES AND COMMITMENTS

Commitments for capital and other expenditures 5,391,829 5,550,445

Guarantees issued on behalf of the Company 7,194,710 6,908,524

Jamshoro Power Company Limited (JPCL) has lodged claims against the Company amounting to
Rs. 144,120 million (2020: Rs. Rs. 144,120 million) for short supply of gas under the provisions
of an agreement dated April 10, 1995, between the Company and JPCL. JPCL has raised another
claim of Rs. 5.793 million (2020: Rs. 5.793 million) for the alleged low Gas Calorific Value
(GCV) measurement for the period from January 2002 to December 2002 and for the month of
February 2003 as compared to the actual GCV billed by the Company. The Ministry of Energy in
its letter dated August 12, 2021, has decided that the matter will be referred to the Secretaries'
Committee for deliberation and resolution.

In respect of JPCL major claim i.e. on account of short supply of gas following clause of the
agreement is important which does not support JPCL claim.

“Subject to availability and the terms and conditions specified herein the Company agrees to sell
and deliver to the customer and the customer agrees to buy and accept a quantity of not less than
62 MMCF of Quality Natural Gas per day at its power station at Jamshoro".

It is evident from foregoing clause of the agreement, that JPCL has raised a claim not supported by
the agreement and that the supply of gas to the customer was subject to the availability and it
is/was not any firm commitment on the part of the Company. No provision has been made against
the said claims, as management is confident that ultimately these claims will not be payable.
Further, management believes that in case matter is decided against the Company, the entire
amount will be claimed from the OGRA in the determination of Revenue Requirements of the
Company.




18.4

18.5

As disclosed in note 17.1, the management has reversed LPS expense with effect from July 01,
2012 to June 30, 2016 amounting to Rs. 26,222 million on Government Controlled E&P
Companies liabilities and has not recorded LPS expense for the year ended June 30, 2017, June 30,
2018, June 30, 2019, June 30, 2020 and for the period ended December 31, 2020 amounting to Rs.
7,569 million, Rs. 7,477 million, Rs. 10,525 million, Rs. 26,335 million and Rs. 14,132 million in
these unconsolidated condensed interim financial statements. The Company will record and pay
such LPS expense in the period only when it receives LPS income on amount receivable from KE
and PSML.

Arbitration proceedings between JJVL and the Company were initiated under the Pakistan
Arbitration Act 1940 to settle the outstanding disputes between the parties. Accordingly, both the
parties have appointed their respective arbitrators and filed their respective claims.

Supreme Court of Pakistan (SCP) through its decision dated June 13, 2018 upheld the termination
by the Company and stated that the termination was validly done and the Company was within its
legal and contractual right to do so and appointed a firm of Chartered Accountant to conduct a
complete audit of JJVL within a period of two months to ascertain and determine the amount to be
paid by JJVL to the Company. Based on the Court order, the Company shut down the supply of
gas to JJVL plant accordingly.

Subsequently, SCP through its order dated November 16, 2018, based on the report by a firm of
Chartered Accountants, determined that Rs. 1,500 million is the undisputed amount that shall be
paid within 8 weeks by JIVL, which has been accordingly received by the Company along-with
the interest accrued thereon. However, with respect to the GIDC, tax challans and other matters,
SCP will settle the same and an appropriate order be passed in this regard. Management is of the
view that once the matter is finalized by the SCP any change in receivable or payable position
shall be recognized in the year in which the SCP order has been passed.

After cancellation of MoUs by SCP on June 13, 2018, JJVL submitted a proposal based on profit
sharing to SCP which was forwarded to the Company by SCP. The SCP was also informed that the
Company is in the process of hiring a consultant for providing professional advice on the best
option available with respect to the LPG/NGL Extraction business.

The Company after concurrence of its Board informed SCP that it does not accept the proposal
submitted by JJVL and asked SCP to appoint a firm of Chartered Accountants to come up with an
agreement mutually beneficial for both the parties. After considering all the points, SCP appointed
a third party firm of Chartered Accountants which shall deemed to be the receivers of the Court
and would supervise the Project. In addition, firm is to determine an appropriate sharing
arrangement for both parties which shall be final, subject to the approval of the Supreme Court of
Pakistan.

Subsequently, the firm of Chartered Accountants after consultation with both parties came up with
a mechanism of revenue sharing of 57% to the Company and 43% to JJVL on ad-hoc basis and an
agreement was signed between the Company and JJVL and submitted to SCP for its approval and
the same was validated by SCP in its order dated December 29, 2018. SCP also directed the
Company to resume the supply of gas to JJVL plant based on the new terms provided in the
agreement. The agreement is valid for 1.5 years from the date of agreement and unless renewed by
the parties through mutual written consent it shall stand terminated automatically. Accordingly, in
June 2020 the said agreement stands expired and since then no gas has been supplied to JIVL
plant.




18.6

18.7

18.8

18.9

Previously the Income Tax Appellate Tribunal (ITAT) had decided an Appeal in favor of Income
Tax Department on the issue of capital gain made on disposal of LPG business in the financial
year 2001 resulting in tax impact of Rs. 143 million. Management has filed an appeal before
Honorable High Court. The management is of the view that sale of LPG business being in nature
of slump transaction was not chargeable to tax under the Income Tax Ordinance, 2001.

Accordingly, no provision regarding the said claim has been made in these unconsolidated
condensed interim financial statements as the management, based on its legal advisor's opinion,
are confident that the matter would be resolved in favor of the Company.

Income tax authorities have passed Orders for the Tax Years 2007, 2008, 2009, 2013, 2014, 2015
& 2017 disallowing tax depreciation on fixed assets held under musharka arrangement.

All the orders were contested before Commissioner (Appeals) who decided the case in Company's
favor.

No provision has been made in these unconsolidated condensed interim financial statements as the
Company and its legal counsel are confident that the outcome of the case will be in favor of the
Company.

Income tax authorities have passed orders disallowing Cost of Gas purchased but lost as UFG (in
excess of OGRA Benchmark) for FY 2008-09, 2010-11, 2011-12, 2012-13, 2013-14, 2014-15,
2015-16,2016-17,2017-18 and 2018-19.

All the orders were contested before Commissioner (Appeals) who decided the cases in Company's
favor. However, the said Commissioner (Appeals) orders in Company's favor have been
challenged by the tax authorities before the Appellate Tribunal Inland Revenue.

Since the said issue has already been decided in favor of SNGPL by Lahore Bench of Appellate
Tribunal Inland Revenue and thus a Legal Principle is in field which has also been upheld by
Commissioner (Appeals) in Company’s case, therefore no provision has been made in these
unconsolidated condensed interim financial statements as the Company and its legal counsel are
confident that the outcome of the case will be in favor of the Company.

The Tax Authorities’ passed Order for FY 2009-10 against the Company disallowing input Sales
Tax credit on gas purchased but lost as UFG, among other observations. The said order was
contested till Appellate Tribunal Inland Revenue (ATIR) who decided the case in the Company's
favor thus setting a legal principle.

Tax Authorities have passed two different Orders for FY 2010-11 to 2014-15 & for FY 2015-16 to
2016-17 disallowing input Sales Tax on gas purchased but lost as UFG (in excess of OGRA
Benchmark) however the Company contested the matter before Commissioner (Appeals) who
decided the cases in Company’s favor.

The tax department has filed an appeal before the Appellate Tribunal Inland Revenue against the
aforesaid Orders of Commissioner (Appeals) for FY 2010-11 to 2016-17.

Tax authorities have also issued a notice for FY 2017-18 confronting the same issue of
disallowance of input tax claimed on excess UFG on which the company has filed detailed reply
but no adverse inference was drawn in light of Binding Precedent set by ATIR for FY 2009-10.
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18.11

18.12

The Company and its legal counsel are of the opinion that the Company has a strong case on legal
merits as well as on technical grounds since legal principle has been set by ATIR & upheld by
Commissioner (Appeals) and thus no provision has been made in these unconsolidated condensed
interim financial statements as the Company and its legal counsel is confident that the outcome of
the cases will be in favor of the Company.

The Additional Commissioner Inland Revenue passed an order against the Company with demand
of Rs. 1,314 million alongwith default surcharge and penalty for incorrect adjustment of
withholding sales tax against input invoices. The principal tax demand was recovered by the
authority. However, the Company has filed a reference with FBR for waiver of default surcharge
and penalty, which is pending. The Honorable High Court of Sindh has also stayed the recovery of
the additional tax and penalties.

No provision has been made in these unconsolidated condensed interim financial statements as the
Company and its legal counsel are confident that the outcome of the case will be in favor of the
Company.

The Deputy Commissioner Inland Revenue (DCIR) passed an order against the Company with a
demand of Rs. 432 million. The demand is in respect of disallowance of exchange loss, addition
on account of gain on disposal of fixed assets, interest free loans to employees and addition under
section 34(5) of the Ordinance. Further the DCIR has not allowed credit for taxes paid, refund
adjustment relating to tax year 2009 and adjustment of carry forward of minimum tax for financial
years 2005-06 and 2007-08 claimed in the Income Tax Return for the financial year 2009-10. The
Commissioner (Appeals) has maintained the disallowances except for interest free loans and
directed tax department that credit of taxes paid, and minimum tax adjustments for FY 2005-06
and FY 2007-08 be allowed after verification. The Commissioner (Appeals) has not given decision
on addition under section 34(5) and refund adjustment.

Commissioner (Appeals) order was contested before Appellate Tribunal Inland Revenue (ATIR)
remanded back the issue of exchange loss, decided interest free loans in Company's favor while
minimum tax adjustment for loss making year of 2007-08 was decided against the Company.

Pursuant to Commissioner (Appeals) decision, DCIR passed Order partially allowing benefit of
minimum tax adjustment for FY 2005-06 while other verification matters were again decided
against the Company. Upon appeal by the Company against DCIR Order, the Commissioner
(Appeals) upheld the disallowance of minimum tax adjustment for FY 2007-08 whereas issues of
refund adjustment for FY 2008-09, partial adjustment for minimum tax for FY 2005-06 and credit
of tax deducted at source were again remanded back to DCIR.

No provision has been made in these unconsolidated condensed interim financial statements as the
Company and its legal counsel are confident that the outcome of the case will be in favor of the
Company.

As disclosed in note 9.1 and 9.2 to these unconsolidated financial statements — trade debts, interest
income from K-Electric (KE) and Pakistan Steel Mills Limited (PSML) is not being recognized in
the unconsolidated condensed interim financial statements, in accordance with requirements of
International Accounting Standards as well as Legal and Accounting Opinions obtained by the
Company. However, tax authorities have passed orders for FY 2014-15 to 2018-19 on said
unrecognized interest income from KE and PSML. Appeal against the said orders have been filed
before Commissioner (Appeals), who decided the case against the Company upon which the
Company has filed appeal before Appellate Tribunal Inland Revenue.




18.13

18.14

18.15

18.16

18.17

No provision has been made in these unconsolidated condensed interim financial statements as the
Company and its legal counsel are confident that the outcome of the case will be in favor of the
Company.

Tax Authorities’ have passed Federal Excise Duty (FED) Order for FY 2017-18 raising FED
Demand on Re-gasification of LNG into RLNG, supply of RLNG to customers and supply of
Natural Gas to customers (on which LPG / NGL extraction process was performed).

Upon appeal, the Commissioner (Appeals) decided the issues of re-gasification and supply of
RLNG to customers against the Company while issue of supply of natural gas to customers was
remanded back to Tax Officer.

Against Commissioner (Appeals) Order on RLNG, Company has filed appeal before Appellate
Tribunal Inland Revenue (ATIR), which is pending adjudication.

No provision has been made in these unconsolidated condensed interim financial statements as the
Company and its legal counsel are confident that the outcome of the case will be in favor of the
Company.

Tax Authorities have passed order for Tax Year 2015 disallowing interest expense on delayed
payment to E&P companies for gas purchases as well as taxing benefit of lower interest rate on
Government of Sindh Loans, among other observations.

The matter was contested before Commissioner (Appeals) who decided the case in Company's
favor. The tax department has filed an appeal before the Appellate Tribunal Inland Revenue
against the aforesaid Order of Commissioner (Appeals).

No provision has been made in these unconsolidated condensed interim financial statements as the
Company and its legal counsel are confident that the outcome of the case will be in favor of the
Company.

Tax Authorities have passed Sales Tax Order for FY 2017-18 on issues of non-charging of Sales
Tax on RLNG - Indigenous Gas Swap, Gas Development Surcharge (GDS), RLNG
Transportation Income among other observations.

Said Order was contested before Commissioner (Appeals) who confirmed Demand on RLNG
swap & transportation while other GDS & other observations were remanded back to Tax Officer.

Against Commissioner (Appeals) Order on RLNG, Company has filed appeal before Appellate
Tribunal Inland Revenue (ATIR), which is pending adjudication.

No provision has been made in these unconsolidated condensed interim financial statements as the
Company and its legal counsel are confident that the outcome of the case will be in favor of the
Company.

The Company is subject to various other claims totaling Rs. 8,896 million by income tax and sales
tax authorities. The management is confident that ultimately these claims would not be payable.

The Company is party to number of cases in respect of billing disputes and related matters. Based
on the opinion of the Company’s legal department, the management is confident that the outcome
of these cases will be in favor of the Company. Accordingly, no provision has been made in
respect of those cases in these unconsolidated condensed interim financial statements.




Half year ended Quarter ended

December 31, December 31, December 31, December 31,
2020 2019 2020 2019
(Un-audited)

19 SALES
Sale of Indigenous gas 116,787,416 135,464,335 54,541,117 66,129,311
Sale of RLNG 36,447,992 25,896,560 24,416,834 13,046,882
153,235,408 161,360,895 78,957,951 79,176,193
Less: Sales tax
Indigenous gas (17,329,165) (20,248,969) (7,929,596) (9,905,435)
RLNG (4,990,587) (3,810,096) (3,274,791) (1,919,894)
(22,319,752) (24,059,065) (11,204,387) (11,825,329)
130,915,656 137.301.830 67,753,564 67,350,864
20 GAS DEVELOPMENT SURCHARGE (GDS)
GDS recovered during the period (4,941,638) (2,356,140) (3,999,177) (1,410,593)
Price increase adjustment for the period 24,534,982 8,085,836 12,297,407 4,429,565
Impact of staggering - (3,671,785) - (1,835,893)
Subsidy for LPG air mix operations (350,773) (299,219) (206,298) (166,697)
19,242,571 1,758,692 8,091,932 1,016,382
21 RLNG DIFFERENTIAL MARGINS
RLNG differential margin - OGRA (1,598,862) (3,732,153) (4,078,421) (1,456,448)
RLNG differential margin - SNGPL - 2,308,000 - 304,774

(1,598.862) (1,424,153) (4,078.421) (1,151,674)

22 COST OF SALES

Cost of gas 141,177,334 142,621,343 68,881,074 69,046,908
Transmission and distribution costs 10,375,959 11,081,234 5,201,783 5,650,286
151,553,293 153,702,577 74,082,857 74,697,194
Cost of gas

Opening gas in pipelines 1,248,028 1,214,410 1,197,089 1,304,466
RLNG purchases 29,197,369 21,018,865 16,686,665 9,775,784
Gas purchases 112,516,413 124,413,403 52,496,080 60,695,306
142,961,810 146,646,678 70,379,834 71,775,556
Gas consumed internally (525,742) (2,832,212) (240,026) (1,535,526)
Closing gas in pipelines (1,258,734) (1,193,123) (1,258,734) (1,193,122)
(1,784,476) (4,025,335) (1,498,760) (2,728,648)

141,177,334 142,621,343 68,881,074 69,046,908

23 OTHER OPERATING EXPENSES

Auditor's remuneration 3,378 3,537 1,635 1,769
Sports expenses 61,655 75,232 30,566 56,440
Corporate social responsibility 6,985 11,170 625 1,170
Provision against impaired stores and spares 24,262 - 4,288 -
Loss on sale of property, plant and equipment 14,690 13,443 -

110,970 89,939 50,557 59.379




Half year ended Quarter ended

December 31, December 31, December 31, December 31,
2020 2019 2020 2019
(Un-audited)

24 OTHER INCOME

Income from financial assets

Income for receivable against asset 19,799 21,885 9,503 10,698
Interest income on loan to related party 68,427 107,899 30,133 69,314
Income from net investment in finance
lease from -SNGPL-Related party 13,274 18,125 4,211 9,062
Return on term deposits and profit and loss bank accounts 15,595 38,417 8,422 24,341
117,095 186,326 52,269 113,415
Interest income on late payment of gas bills from
Water & Power Development Authority (WAPDA) 172,140 358,805 80,289 187,354
Dividend income 4,828 1,849 4,828 -
294,063 546,980 137,386 300,769
Income from other than financial assets
Late payment surcharge 1,073,610 716,263 453,492 340,428
Interest income on late payment of gas
bills from SNGPL - related party 572,601 572,601 286,300 286,301
Sale of gas condensate - net (41,225) (8,973) (12,857) (4,485)
Income from LPG / NGL - net - 221,200 - 326,140
Meter manufacturing division profit - net 9,871 9,221 4,165 6,105
Meter rentals 406,017 396,817 203,706 199,337
RLNG transportation income 3,533,450 4,249,382 1,724,140 1,866,182
Recognition of income against deferred
credit and contract liability 282,481 267,834 140,646 134,567
Income from LPG air mix distribution - net 66,024 51,145 32,554 29,138
Income from sale of tender documents 2,426 1,737 1,729 555
Scrap sales 64,475 30,241 63,025 29,033
Recoveries from customers 33,126 27,373 22,516 11,883
Liquidity damaged recovered 40,585 13,939 31,015 7,018
Exchange gain 2,722,361 3,005,123 2,361,493 (415,111)
Reversal of excess provision against
impaired stores and spares - 7,480 - 8,998
Gain on sale of property, plant and equipment - 44,775 - 3,804
Amortization of Government grant 7,988 10,456 4,033 5,228
Rental income from SSGC LPG (Pvt) Limited 385 385 192 255
LSA margins against RLNG 479,499 449,642 238,098 218,468
Miscellaneous 13,876 488,209 5,840 479,052
9,561,613 11,101,830 5,697,473 3,833,665

25 TAXATION

Current 1,197,315 1,125,609 586,974 538,675
1,197,315 1,125,609 586,974 538,675




25.1

26

26.1

As at December 31, 2020, the Company has aggregate deferred tax asset on deductible
temporary differences amounting to Rs. 29,339 million (June 30, 2020: Rs. 36,796 million) out
of which deferred tax asset amounting to Rs.14,565 million has been recognised and remaining
balance of Rs 14,773 million is unrecognised. As at period end, the Company's minimum tax
credit amounted to Rs.6,355 million (June 30, 2020: Rs. 5,161 million) having expiry period

ranging between 2022 and 2026.

Half year ended
December 31, December 31,
2020 2019
(Un-audited)
Note — -——-- (Rupees in '000)--------
ADJUSTMENTS FOR NON-CASH AND
OTHER ITEMS
Provisions 26.1 3,090,879 1,943,900
Depreciation on owned assets 4,179,757 3,890,490
Depreciation on right of use assets 61,593 62,918
Amortization of intangibles 2,788 12,842
Finance cost 2,401,361 3,889,932
Amortization of transaction cost 23,475 24,998
Amortization of Government grant (7,988) (10,456)
Recognition of income against deferred credit and contract liability (309,446) (294,135)
Dividend income (4,828) (1,849)
Interest income and return on term deposits (848,562) (1,099,608)
Income from net investment in finance lease (13,274) (18,125)
Loss / (gain) on disposal of property plant and equipment 14,628 (44,775)
Decrease in long term advances (10,812) (15,280)
Increase in deferred credit and contract liability 630,307 826,783
Impact of IFRS 16: Finance cost 10,021 17,260
Decrease in obligation against pipeline 38,990 41,464
9,258,889 9,226,359
Provisions
Provision against slow moving / obsolete stores 29,858 8,152
Impairment loss against financial assets 2,187,041 921,552
Provision for post retirement medical and free gas supply facilities 240,945 459,509
Provision against retirement benefit 633,035 554,687

3,090,879 1,943,900




Half year ended

December 31, December 31,
2020 2019
(Un-audited)
27 WORKING CAPITAL CHANGES

(Increase) / decrease in current assets

Stores and spares (270,045) 9,980
Stock-in-trade (1,523) 176,730
Customers' installation work-in-progress (27,689) (18,716)
Trade debts 532,977 (4,289,609)
Advances, deposits and short term prepayments (94,836) (120,832)
Other receivables (33,560,416) (16,375,910)

(33,421,532) (20,618,357)
Increase in current liabilities
Trade and other payables 28,800,592 31,062,415
(4,620,940) 10,444,058

28 TRANSACTIONS WITH RELATED PARTIES

The related parties comprise of Subsidiary Company, Associated Companies due to common
directorship, Government related entities, Staff retirement benefits plans, directors and key
management personnel (including their associates). Purchase and sale of gas from / to related
parties are determined at rates finalised and notified by the Oil and Gas Regulatory Authority.
Remuneration of key management personnel are in accordance with the terms of the employment
/ appointment. Other transactions with the related parties are carried out as per agreed terms.

The details of transactions with related parties not disclosed elsewhere in these unconsolidated
condensed interim financial statement are as follows:
Half year ended
December 31, December 31,
2020 2019
(Un-audited)

===mmmm-==-—--(Rupees in '000)---------------

Government related entities

- Purchase of fuel and lubricant 36,086 25,576
- Billable charges 42,444,111 16,284,996
- Mark-up expense on short term finance 21,355 64,795
- Mark-up expense on long term finance 188,352 363,708
- Income from net investment in finance lease 13,274 18,125
- Gas purchases 88,194,728 62,582,922
- Sale of gas meters 11,785 21,762
- Insurance premium 57,471 52,697
- Electricity expenses 105,158 152,183
- Interest income 744,741 931,406
- RLNG transportation income 3,533,450 4,249,382
- Income against LNG service agreement 479,499 449,642
- LPG purchases 217,228 182,382

- Professional charges 40 17




28.1

28.2

28.3

28.4

Half year ended

December 31, December 31,
2020 2019
(Un-audited)
Relationship ~  ———————- (Rupees in '000)----------—-—-

Karachi Grammar School Associate

- Billable charges 15 -
Key management personnel

- Remuneration 90,386 90,416
Pakistan Institute of Corporate Governance Associate

- Subscription / trainings 979 -
SSGC LPG (Private) Limited Wholly owned subsidiary

- Interest on loan 68,427 107,899

- Rental Income 385 385
Staff retirement benefit plans Associate

- Contribution to provident fund 187,338 195,213

- Contribution to pension fund 321,515 397,284

- Contribution to gratuity fund 311,520 157,403

Sale of gas meters is made at cost plus method. The Company is the only manufacturer of gas
meters in the country.

Contribution to the defined contribution and benefit plans are in accordance with the terms of the
entitlement of the employees and / or actuarial advice.

Remuneration to the executive officers of the Company and loans and advances to them are
determined in accordance with the terms of their employment. Mark-up free security deposits for
gas connections to the executive staff of the Company is received at rates prescribed by the
Government of Pakistan.

Amounts receivable from / (due to) investment in related parties:

The details of amount due with related parties not disclosed elsewhere in these unconsolidated
condensed interim financial statement are as follows:
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Government related entities

- Billable charges

- Accrued mark up on borrowings
- Net investment in finance lease

- Gas purchases

- Gas meters and spare parts
- Uniform cost of gas

- Cash at bank
- Stock loan

- Payable to insurance
- Gas supply deposit

Relationship

Associate

- Interest expense accrued - late payment surcharge on gas supplies bills
- Interest income accrued - late payment on gas bills

- Professional charges

- Contingent rent

- Capacity and utilisation charges of RLNG
- RLNG transportation income

- LSA margins

- Advance for sharing right of way

Karachi Grammar School

- Billable charges

- Gas supply deposit

SSGC LPG (Private) Limited
Long term investments

Short term loan
Interest on loan
LPG sales

Rent on premises

Receivable of management fee

OPERATING SEGMENTS

Segment revenue and results

Associate

Wholly owned subsidiary

1) Gas transmission and distribution (sale of gas); and

2) Meter manufacturing (manufacturing and sale of gas meters).

December 31,
2020
(Un-audited)
---------------- --(Rupees in '000)--------=-----==---

58,781,574
(5,245,560)
379,601
(451,148,184)
49,346
15,818,845
5,153
4,912
(2,185)
(51,263)
(15,832,411)
13,820,936
57
3,535
60,205,545
33,411,411
3,401,099
(18,088)

S|
22)

1,000,000
1,035,103
1,150,649
5,698
862

1408

June 30
2020

(Audited)

63,591,878
(4,221,975)
418,118
(316,626,683)
73,432
15,818,845
24,951
4912
(837)
(51,263)
(15,832,411)
13,076,195
57
3,535
51,063,909
29,477,644
2,877,266
(18,088)

22

1,000,000
1,535,103
1,082,222
5,698
1,442
12,688

IFRS 8 - Operating Segments requires operating segments to be identified on the basis of internal
reports about components of the Company that are regularly reviewed by the Chief operating
decision maker in order to allocate resources to segments and to asses their performance. As a
result, management has identified the following two segments:

The following is analysis of the Company's revenue and results by reportable segment.




Half year ended

Segment revenue Segment (loss) / profit
December 31, December 31, December 31, December 31,
2020 2019 2020 2019

(Un-audited)
---------------------- (Rupees in '000) ---------=--=-mn-mnmmx

Gas transmission and distribution 130,915,655 137,301,830 (979,125) (12,924,660)
Meter manufacturing 842,042 1,150,306 9,871 9,221
Total segment results 131,757,697 138.452,136 (969,254) (12,915,439)
Unallocated

- Other operating expenses (110,970) (89,939)
- Other income 609,795 648,658
Loss before tax (470.429) (12,356,720)

The above revenue includes sale of meters by meter manufacturing segment to gas transmission and
distribution amounting to Rs. 832 million (December 31, 2019: Rs. 1,131 million).

Segment assets and liabilities
December 31, June 30,

2020 2020
(Un-audited) (Audited)
-------- (Rupees in '000)--------
Segment assets
Gas transmission and distribution 618,292,811 584,900,720
Meter manufacturing 991,900 1,036,492
Total segment assets 619,284,711 585,937,212
Unallocated
Loans and advances 1,450,091 2,169,660
Taxation - net 18,903,552 19,192,406
Interest accrued 487,739 487,739
Cash and bank balances 590,928 699,689

21,432,310 22,549,494
Total assets as per unconsolidated condensed interim statement

of financial position 640,717,021 608,486,706
Segments liabilities
Gas transmission and distribution 665,804,405 631,885,178
Meter manufacturing 253,895 292,154
Total segment liabilities 666,058,300 632,177,332

Total liabilities as per unconsolidated condensed interim

statement of financial position 666,058,300 632,177,332
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30.1

FAIR VALUE OF MEASUREMENT

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transactions between market participants at the measurement date.

Fair value of financial instruments
Financial assets which are tradeable in an open market are revalued at the market prices prevailing on the
reporting date. The estimated fair value of all other financial assets and liabilities is considered not

significantly different from book value.

The table below analyses financial instruments carried at fair value. The different levels has been defined
as follows:

Level 1 - Quoted prices in active markets for identical assets or liabilities.

Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3 - Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs).

The following table presents the financial assets which are carried at fair value:

As at December 31, 2020
(Un-audited)
Level 1 Level 2 Level 3 Total
Rupees in '000:
Assets
Fair value through OCI Financial Assets
Quoted equity securities 197,107 - - 197,107
As at June 30, 2020
(Audited)
Level 1 Level 2 Level 3 Total
Rupees in '000
Assets
Fair value through OCI Financial Assets
Quoted equity securities 180,017 - - 180,017

The Company has not disclosed the fair values of all other financial assets and liabilities as their carrying
amounts are reasonable approximation of their fair values.




30.2 Fair value of other assets

Freehold land and leasehold land are stated at revalued amount as at reporting date, the fair value
hierarchy is as follows:
As at December 31, 2020
(Un-audited)
Level 2 Fair Value
-------------- Rupees in '000--------

Freehold land 12,339,027 12,339,027
Leasehold land 12,698,110 12,698,110
25,037,137 25,037,137

As at June 30, 2020
Level 2 Fair Value
(Audited)
-------------- Rupees in '000--------

Freehold land 12,339,027 12,339,027
Leasehold land 12,698,110 12,698,110
25,037,137 25,037,137

31 EVENTS AFTER THE REPORTING DATE

32

The novel coronavirus (COVID-19) emerged and since then, the condition has continued to deteriorate.
On January 30, 2020, The International Health Regulations Emergency Committee of the World Health
Organization declared the outbreak “Public Health Emergency of International Concern”. Many countries
including Pakistan have enacted protection measures against COVID-19, with a significant impact on
economic activities in these countries. The evolution of COVID-19 as well as its impact on the global
and the local economy is hard predicting at this stage. As of the release date of these unconsolidated
condensed interim financial statements, there has been no specifically material quantifiable impact of
COVID-19 on the Company’s financial condition or results of operations except those disclosed in notes
to the unconsolidated condensed interim financial statements.

GENERAL

32.1 Figures have been rounded off to the nearest thousand rupees unless otherwise stated.

32.2 Corresponding figures have been rearranged and reclassified, wherever necessary.
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DATE OF AUTHORISATION

These unconsolidated condensed interim financial statements were authorised for issue in Board of
Directors meeting held on September 9, 2022.

(ﬁ*)&f e s

Dr. Shamshad Akhtar Imran Maniar Muhammad Amin Rajput
Chairperson Managing Director Chief Financial Officer
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ASSETS

Non-current assets

Property, plant and equipment
Intangible assets

Deferred tax

Right of use assets

Long term investments

Net investment in finance lease
Long term loans and advances
Long-term deposits

Current assets

Stores, spares and loose tools

Stock-in-trade

Current maturity of net investment in finance lease
Customers' installation work-in-progress

Trade debts

Loans and advances

Advances, deposits and short term prepayments
Interest accrued

Other receivables

Taxation - net

Other financial asset

Cash and bank balances

Total assets

s

Dr. Shamshad Akhtar
Chairperson

s

Imran Maniar
Managing Director

Note

10
11

December 31,
2020
(Un-audited)

CONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
As at December 31, 2020

June 30,
2020
(Audited)

---—---——-(Rupees in '000)--------

138,675,252 137,364,439
12,013 9,747
138,134 187,577
191,979 241,120
197,107 180,017
102,227 131,135
154,601 180,062
20,956 28,617
139,492,269 138,322,714
2,969,858 2,719,897
2,326,484 2,221,947
57,814 57,814
269,255 241,566
89,104,083 91,835,466
260,387 454,495
884,599 831,984
14,775,073 14,030,332
371,465,734 || 337,818,379
19,131,799 19,406,544
129,223 129,000
1,356,365 1,550,683
502,730,674 471,298,107
642,222,943 609,620,821

The annexed notes from 1 to 33 form an integral part of these consolidated condensed interim
financial statements.

MM

Muhammad Amin Rajput
Chief Financial Officer




CONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
As at December 31, 2020

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Authorised share capital:

1,000,000,000 ordinary shares of Rs. 10 each

Issued, subscribed and paid-up capital
Reserves

Surplus on re-measurement of FVTOCI securities
Surplus on revaluation of property, plant and equipment

Accumulated losses

LIABILITIES
Non-current liabilities
Long term finance
Long term deposits
Employee benefits
Obligation against pipeline
Deferred credit
Contract liabilities
Lease liability
Long term advances

Current liabilities
Current portion of long term finance
Short term borrowings
Trade and other payables
Short term deposits
Current portion of obligation against pipeline
Current portion of deferred credit
Current portion of contract liabilities
Current portion of lease liability
Unclaimed dividend
Interest accrued

Contingencies and commitments
Total equity and liabilities

The annexed notes from 1 to 33 form an integral part of these consolidated condensed interim

financial statements.

ok

Dr. Shamshad Akhtar
Chairperson

e

Imran Maniar
Managing Director

Note

12

13
14

12
15
16

13
14

17

18

December 31,
2020
(Un-audited)

June 30,
2020
(Audited)

—eemmee-(Rupees in '000)--------

10,000,000 10,000,000
3,809,163 3,809,163
4,907,401 4,907,401

160,580 143,490

25,254,815 25,254,815

(63,667,673)

(62,242,789)

(24,535,714) ~ (23,127,920)

25,170,741 29,087,535
21,140,963 20,690,732
5,262,927 5,136,092
788,673 820,255
4,411,514 4,604,521
6,716,912 6,197,498
64,125 127,250
2,957,706 2,968,518
66,513,561 69,632,401
8,085,171 3,086,064
23,574,930 14,979,552
550,336,916 521,503,284
21,367 18,440
61,781 59,075
424,037 432,236
194,855 192,203
83,659 118,000
285,430 285,430
17,176,950 17,442,056
600,245,096 563,116,340

642,222,943 609,620,821

MM

Muhammad Amin Rajput
Chief Financial Officer




CONSOLIDATED CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS

For the period ended December 31, 2020

Half year ended Quarter ended
December 31, 'December 31, December 31, 'December 31,
2020 2019 2020 2019
(Un-Audited)
Note = —memmemmemmmeeee (Rupees in '000)------------------—-

Sales 153,235,408 161,360,895 78,957,951 79,176,193
Sales tax (22,319,752)  (24,059,065) = (11,204,387) (11,825,329)

19 130,915,656 137,301,830 67,753,564 67,350,864

Gas development surcharge 20 19,242,571 1,758,692 8,091,932 1,016,382
RLNG differential margin 21 (1,598,862) (1,424,153) (4,078,421) (1,151,674)
17,643,709 334,539 4,013,511 (135,292)

Net sales 148,559,365 137,636,369 71,767,075 67,215,572
Cost of sales 22 (151,553,293) (153,702,577) = (74,082,857) (74,697,194)
Gross loss (2,993,928)  (16,066,208) (2,315,782) (7,481,622)
Administrative and selling expenses (2,342,971) (2,482,227) (1,182,040) (1,276,535)
Other operating expenses 23 (111,535) (90,306) (50,707) (58,065)
Impairment loss against financial assets (2,187,041) (921,552) (1,050,537) (596,113)
(4,641,547) (3,494,085) (2,283,284) (1,930,713)
(7,635,475)  (19,560,293) (4,599,066) (9,412,335)

Other income 24 9,994,781 11,233,826 6,012,908 3,932,868
Operating Profit / (loss) 2,359,306 (8,326,467) 1,413,842 (5,479,467)
Finance cost (2,475,865) (3,975,397) (1,500,498) (2,813,814)
Loss before taxation (116,559) (12,301,864) (86,656) (8,293,281)
Taxation 25 (1,308,325) (1,141,721) (673,124) (555,364)
Loss for the period (1,424,884)  (13,443,585) (759,780) (8,848,645)
Basic and diluted loss per share (Rupees) (1.62) (15.26) (0.86) (10.05)

The annexed notes from 1 to 33 form an integral part of these consolidated condensed interim financial statements.

s

Dr. Shamshad Akhtar
Chairperson

5

Imran Maniar

Managing Director

M

Muhammad Amin Rajput
Chief Financial Officer




CONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME
For the period ended December 31, 2020

Half year ended Quarter ended

December 31, 'December 31, December 31,

'December 31,

2020 2019 2020 2019
(Un-Audited)
-------------------- (Rupees in '000)-----------------——-
Loss for the period (1,424,884)  (13,443,585) (759,780) (8,848,645)
Other comprehensive income
Items that will not be reclassified subsequently to
lidated cond d interim statement of profit or loss
Unrealised gain / (loss) on re-measurement of FVTOCI
securities 17,090 33,151 (24,555) 62,482
Total comprehensive loss for the period (1.407,794)  (13,410,434) (784,335) (8,786,163)

The annexed notes from 1 to 33 form an integral part of these consolidated condensed interim financial statements.

Cﬁﬂ*}&f s s

Dr. Shamshad Akhtar Imran Maniar
Chairperson Managing Director

Muhammad Amin Rajput
Chief Financial Officer



CONSOLIDATED CONDENSED INTERIM STATEMNT OF CASH FLOW
For the period ended December 31, 2020

CASH FLOW FROM OPERATING ACTIVITIES
Loss before taxation
Adjustments for non-cash and other items
Working capital changes
Financial charges paid
Employee benefits paid
Payment for retirement benefits
Deposits received
Deposits paid
Loans and advances to employee - net
Interest income received
Income taxes paid
Net cash (used in) / generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Fixed capital expenditure
Payment for obligation against pipeline
Proceeds from sale of property, plant and equipment
Lease rental from net investment in finance lease
Short term investment
Dividend received

Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Repayments of local currency loans
Repayment of customer finance
Repayment of lease liability
Dividend paid
Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

Cash and cash equivalent comprises:
Cash and bank balances
Short term borrowings

Note

26
27

Half year ended

December 31,
2020

December 31,
2019

(Un-audited)

(116,559)] [ (12,301,364)
9,415,303 9,390,131
(4,541,479) 10,448,020
(4,045,201) (5,422,205)
(77,057) (57,229)
(859,713) (715,139)
453,158 1,715,930
7,661 (1,800)
219,569 265,907
1,186,044 1,036,612
(991,409) (1,058,208)
650,317 3,300,155
(5,429,962) (5,547,462)
(67,866) (67,866)
49,783 59,929
42,182 47,033
(223) (100,000)
4,828 1,849
(5,401,258) (5,606,517)
(3,907,060) (5,679,183)
(10,627) (15,256)
(121,068) (120,470)
= 4
(4,038,755) (5.814,913)
(8,789,696) (8,121,275)
(13,428,869)  (15,457,754)
(22,218,565) __ (23,579,029)
1,356,365 895,205
(23,574,930)  (24.474,234)
(22,218,565)  (23,579,029)

The annexed notes from 1 to 33 form an integral part of these consolidated condensed interim financial statements.

(ﬁf”ff i

Dr. Shamshad Akhtar Imran Maniar
Chairperson Managing Director

M

Muhammad Amin Rajput
Chief Financial Officer




CONSOLIDATED CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
For the period ended December 31, 2020

Issued,
subscribed Capital

Surplus on

Surpl - .
urpius on re revaluation of Accumulated

Revenue measurement of

and péld—up reserves reserves  FVTOCI securities propert?' plant losses Total
capital and eq t
(Rupees in '000)
Balance as at July 1, 2019 (Audited) 8,809,163 234,868 4,672,533 199,621 21,950,532 (43,450,758) (7,584,041)

Total comprehensive loss for the period
ended December 31, 2019

Loss for the period
Other comprehensive income for the period

- | - | (13,443,585)” (13,443,585)
33,151 - 33,151

33,151 - (13,443,585) (13,410,434
Balance as at December 31, 2019 232,772 21,950,532 (56,894,343) __ (20,994,475)

Balance as at June 30, 2020 (Audited)

Total comprehensive loss for the period
ended December 31, 2020

Loss for the period
Other comprehensive income for the period

Balance as at December 31, 2020

The annexed notes from 1 to 33 form an integral part of these consolidated condensed interim financial statements.

> ks MM

Dr. Shamshad Akhtar Imran Maniar Muhammad Amin Rajput
Chairperson Managing Director Chief Financial Officer




NOTES TO THE CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENT

For the period ended December 31, 2020
1. THE GROUP AND ITS OPERATIONS
1.1 The "Group" consists of:

Holding Company

- Sui Southern Gas Company Limited

Percentage of Holding
December 31,  June 30,
2020 2020
Subsidiary Companies % %
- SSGC LPG (Private) Limited 100 100
- Sui Southern Gas Provident Fund Trust Company (Private) Limited 100 100

The Group is principally engaged in transmission and distribution of natural gas and liquefied petroleum gas
in Sindh and Balochistan. Brief profiles of the Holding Company and subsidiaries are as follows:

Sui Southern Gas Company Limited

Sui Southern Gas Company Limited ("the Company") is a public limited Company incorporated in Pakistan
and is listed on Pakistan Stock Exchange. The main activity of the Company is transmission and distribution
of natural gas in Sindh and Balochistan. The Company is also engaged in certain activities related to the gas
business including the manufacturing and sale of gas meters and construction contracts for laying of pipelines.

The registered office of the Company is situated at SSGC House, Sir Shah Suleman Road, Block 14, Gulshan
e Igbal, Karachi. The Company’s pipe coating plant is situated at Plot No. F-76, SITE Avenue Karachi ( Here
3/4", 1" & 2" pipe is coated for Distribution South Karachi) and the Company Khadeji P&C Base Camp M-9
Motorway Karachi.

The addresses of other regional offices of the Holding Company are as follows:

Region Address

Karachi West SITE Office, Karachi. Plot No. F/36 & F/37 SITE Area Karachi.

Karachi East Plot # 21/1, Sector 22, Korangi Industrial Area, Karachi.

Karachi Central Azad Trade Center Near Civic Center Karachi.

Hyderabad SSGC Regional Office, Opp. New Eidgah, National Highway Qasimabad, Hyderabad.
Nawabshah SSGC Regional Office, Near Sikandar Art Gallery Housing Society, Nawabshah.
Sukkur SSGC Regional Office, Golimar Road, SITE Area Sukkur.

Larkana SSGC Regional Office, Near Shaikh Zaid Women Hospital, Larkana.

Quetta SSGC Office, Samungli Road, Quetta.

Sui Southern Gas Provident Fund Trust Company (Private) Limited

Sui Southern Gas Provident Fund Trust Company (Private) Limited is a wholly owned subsidiary of Sui
Southern Gas Company Limited. Its registered office is situated at ST-4/B, Block-14, Sir Shah Suleman Road,
Gulshan-e-Igbal, Karachi and was formed to facilitate administration of employees retirement funds of the
Holding Company.




1.2

1.3

1.4

SSGC LPG (Private) Limited

SSGC LPG (Private) Limited is a wholly owned subsidiary of Sui Southern Gas Company Limited. Its
registered office is situated at LDC building Karachi Terminal Main University Road, Karachi and its main
activity is supply of liquefied petroleum gas and provision of terminal and storage services.

The Subsidiary Company acquired the assets including:

- LPG import terminal, bulk storage at North West industrial Zone, Port Qasim Karachi and

- Bottling plants at Sara-e-Gadai Stop, Kot Najeebullah Road, Industrial Estate Hattar-22610 Haripur, KPK
and Sheikhupura Bedad Road, Muridke Punjab through the High Court of Sindh auction during October
2011.

The main activity of the Subsidiary Company is sourcing, marketing and sales of Liquefied Petroleum Gas
(LPG) and provision of terminal and storage services.

Basis of consolidation

- These consolidated condensed interim financial statements include the condensed interim financial
statements of the Holding Company and its Subsidiary Companies, together "the Group".

- The condensed interim financial statements of the Subsidiary Companies are prepared for the same
reporting period as the Holding Company for the purpose of consolidation, using consistent accounting
policies.

- The assets, liabilities, income and expenses of subsidiaries have been consolidated on a line by line basis.

- Material intra-group balances and transactions have been eliminated.

Regulatory framework

Under the provisions of license given by the Oil and Gas Regulatory Authority (OGRA), the Holding
Company is provided a minimum annual return before taxation of 17.43% per annum of the net average
operating fixed assets (net of deferred credit) for the year, excluding financial and other non-operating
expenses and non-operating income. The determination of annual required return is reviewed by OGRA under
the terms of the license for transmission, distribution and sale of natural gas, targets and parameters set by
OGRA. Income earned in excess / short of the above guaranteed return is payable to / recoverable from the
Government of Pakistan (GoP) and is adjusted from / to the Gas Development Surcharge balance payable to /
receivable from the GoP.

Financial performance

During the period, the Holding Company has incurred a loss after tax of Rs. 1,668 million resulting in
increase in its accumulated losses as at December 31, 2020 amounts to Rs. 63,566 million and diminishing
equity to Rs. 25,341 million. As at period end, current liabilities exceed its current asset by Rs.96,534 million.

The Holding Company’s financial performance for the period has been deteriorated mainly because of higher
UFG due to RLNG off load into Holding Company's franchise area which was sold to indigenous gas
customers.




1.5

In order to improve the financial position and performance of the Holding Company, the management / Board
of Directors (Board) have taken / planned following steps:

Economic Coordination Committee (ECC) in its meeting dated May 11, 2018 approved the summary
submitted by the Petroleum Division under which the Holding Company was allowed UFG based on RLNG
handling basis (volumetric basis) in the sale price of RLNG in the form of distribution loss due to swapping
arrangements and consumption of RLNG in its franchise area. However, in its determination on Final
Revenue Requirement (FRR) for FY 2018-19 OGRA did not consider implementing the aforementioned decision and
advised to take up the matter with SNGPL in consultation with Ministry of Energy (Petroleum Division).
The Holding Company has reiterated its earlier position of higher UFG due to RLNG and another summary is
being considered at ECC to reinforce earlier ECC decision with multiple options for its implementation.

Government of Pakistan (Finance Division) in its letter dated July 06, 2020, being majority shareholder has
acknowledged the funding requirements of the Holding Company and has shown commitment to extend all
support to maintain the going concern status of the Holding Company.

The Holding Company has devised a Board approved Strategy to control UFG in coming years and the same
is under implementation.

Under new tariff regime, the Holding Company is entitled to the guaranteed return on operating asset from
17% to 17.43% from FY 2019 for next three years.

Banks have also waived debt to equity covenant for financial years 2018-19 and 2019-20. However, the
Holding Company has never defaulted in payment of any installment of principal and interest thereon and few
of the loans have been totally paid off to date.

Board / management believes that in view of above mentioned steps / plans, the Holding Company’s
profitability and financial position will improve in the next few years.

Determination of revenue requirement

The Oil and Gas Regulatory Authority (OGRA) in its order dated December 02, 2010, and May 24, 2011,
treated Royalty Income from Jamshoro Joint Venture Limited, Profit from Meter Manufacturing, Late
Payment Surcharge (LPS), and Sale of Gas Condensate as operating income, which OGRA had previously
allowed as non-operating income in its decision dated September 24, 2010, for the year ended June 30, 2010.
OGRA also in its aforesaid decision reduced benchmark of the allowable Unaccounted for Gas (UFG) from
7% to 4.25% - 5%.

Being aggrieved by the above decision, the Holding Company has filed an appeal against the decision of
OGRA in the High Court of Sindh (“the Court”), on which the Court provided interim relief, whereby, OGRA
was directed to determine the Revenue Requirements on the same principles as per its decision of September
24, 2010, pertaining to FY 2010 till final decision of the Court. However, with regard to UFG benchmark,
OGRA was directed to carry out an impact assessment study and submit its report to the Court. Afterwards,
management estimated the Revenue Requirement of the Holding Company for the financial years 2011 to
2015 based on the interim relief granted by the Court, and OGRA also accepted position taken up by the
Holding Company for the said financial years, subject to the final decision of the Court.




2.1

2.2

On November 25, 2016, the Sindh High Court dismissed the Holding Company’s petitions through its
judgement. Consequently, OGRA in its decision dated December 22, 2016 and October 26, 2017 for
determination of FRR for FY 2016 and 2017 respectively allowed UFG at 4.5% and treated Royalty Income
from Jamshoro Joint Venture Limited, Profit from Meter Manufacturing, Late Payment Surcharge, and Sale
of Gas Condensate as operating income. The Holding Company has filed civil petition for leave to appeal in
the Supreme Court of Pakistan on January 25, 2017, against the abovementioned Sindh High Court
judgement. But the management has considered OGRA's decision in preparation of these consolidated
condensed interim financial statements for the half year ended December 31, 2020.

BASIS FOR PREPARATION
Statement of compliance

These consolidated condensed interim financial statements has been prepared in accordance with the
requirements of International Accounting Standard 34, "Interim Financial Reporting" and the provisions and
directives issued under the Companies Act, 2017. In case where the requirements differ, the provisions of and
directives issued under the Companies Act, 2017 shall prevail. For the determination of Gas Development
Surcharge, the directives of OGRA and the OGRA Ordinance, 2002 have been followed. Moreover, Gas
Development Surcharge recorded in these consolidated condensed interim financial statements is based on
FRR determined by OGRA for the financial year ended June 30, 2020.

These consolidated condensed interim financial statements do not include all information required for annual
audited consolidated financial statements and should be read in conjunction with the annual audited
consolidated financial statements of the Group for the year ended June 30, 2020.

These consolidated condensed interim financial statements is un-audited but subject to limited scope review
by the auditors and are being submitted to shareholders as required by the listing regulations of the SECP and
section 237 of the Companies Act, 2017.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies and methods of computation applied for the preparation of these
consolidated condensed interim financial statements are the same as those applied in preparation of the annual
consolidated audited financial statements of the Holding Company for the year ended June 30, 2020.

ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of these consolidated condensed interim financial statements in conformity with the approved
accounting standards, as applicable in Pakistan requires the management to make estimates, assumptions and
use judgments that affect the application of policies and the reported amounts of assets and liabilities and
income and expenses. Actual results may differ from these estimates.

The significant judgments made by the management in applying the Holding Company's accounting policies
and the key sources of estimation uncertainty were the same as those that applied to the audited consolidated
financial statements for the year ended June 30, 2020. Further, the charge in respect of staff retirement
benefits has been recognised on the basis of actuarial's projection for the ensuing year; hence it does not
include consideration for actuarial gains / losses which will be determined at the year end.




FINANCIAL RISK MANAGEMENT

The Group's financial risk management objectives and policies are consistent with those disclosed in the

consolidated financial statements as at and for the year ended June 30, 2020.

PROPERTY, PLANT AND EQUIPMENT

Operating assets
Capital work-in-progress

December 31,

2020

(Un-audited)

June 30,
2020
(Audited)

126,140,752 125,445,038
12,534,500 11,919,401
138,675,252 137,364,439

Details of additions and disposals of property, plant and equipment are as follows:

Operating assets
Buildings on leasehold land
Gas distribution system
Gas transmission pipelines
Telecommunication
Plant and machinery
Tools and equipment
Motor vehicles
Furniture and fixtures
Office equipment
Computers and ancillary equipments
Construction equipment
Compressors

Capital work in progress:
Projects:
Gas distribution system
Gas transmission system

December 31,

December 31,

2020 2019
(Un-audited)
(Rupees in '000)
Cost of  Written down Cost of Written down
additions / value of additions / value of
transfers  (transfers / transfers (transfers /
from CWIP disposals) from CWIP disposals)
17,392 - 105,319 -
2,530,255 (43,909) 2,351,262 -
1,305,968 - 546,984 -
2,882 - - (698)
67,742 (269) 113,688 (1,346)
2,539 - 5,962 -
43,849 (20,233) 77,870 (12,841)
1,689 - 19,860 -
25,944 - 7,229 7
12,421 - 55,031 -

- - - (236)
1,186,430 - 594,149 -
5,197,111 (64,411) 3,877,354 (15,138)

Capital Transfer to Capital Transfer to
expenditure operating expenditure operating
incurred assets incurred assets
3,669,911 (2,530,255) 3,121,781 (2,351,262)
1,118,821 (1,305,968) 1,034,353 (546,984)
1,537,800 (17,392) 306,577 (105,319)
6,326,532 (3.853,615) 4,462,711 (3,003,565)

During the period, there has been net (decrease) / increase in respect of stores and spares held for capital
projects and others amounting to Rs. (845) million (December 31, 2019: Rs. 591 million).




December 31, June 30,
2020 2020
(Un-audited) (Audited)

RIGHT OF USE ASSETS
Cost 372,357 369,281
Accumulated depreciation (180,378) (128,161)
Net book value 191,979 241,120
Cost
Opening balance 369,281 -
Impact on application of IFRS 16 - 369,281
Additions during the period 14,101 -
Derecognition during the period (11,025) -
Closing balance 372,357 369,281

Accumulated depreciation

Opening balance 128,161 -
Depreciation charge for the period 63,242 128,161
Derecognition during the period (11,025) -
Closing balance 180,378 128,161

The rate of depreciation is based on the term of the respective agreement and ranges from 33% to 40% per
annum.

December 31, June 30,

2020 2020
(Un-audited) (Audited)
Note =~ -———— (Rupees in '000)--------
LONG TERM INVESTMENTS
Investments - fair value through other comprehensive income 197,107 180,017
_ 197107 180017
TRADE DEBTS
Secured 27,883,412 32,675,005
Unsecured 82,680,846 78,433,595
9.1&9.2 110,564,258 111,108,600
Provision against doubtful debts (21,460,175)  (19,273,134)

89,104,083 _ 91.835.466




9.1

As K-Electric Limited (KE) has been defaulting and not making payment of Late Payment Surcharge (LPS)
and the Holding Company filed a suit in the High Court of Sindh in November 2012, for recovery of its
aggregate claim, the Holding Company effective from July 01, 2012 decided to account for LPS from KE
on receipt basis as per International Financial Reporting Standards — 15 “Revenue from Contracts with
Customers” based on opinions from firms of Chartered Accountants.

In accordance with the revised accounting treatment, the trade debts includes Rs. 29,645 million (June 30,
2020: Rs. 33,415 million) as at December 31, 2020 receivables from KE against sale of indigenous gas. Out
of this, Rs. 29,645 million (June 30, 2020: Rs. 29,652 million) as at December 31, 2020 are overdue.
However, the aggregate legal claim of the Holding Company from KE amounts to Rs 121,899 million (June
30, 2020: Rs. 116,743 million). This amount has been arrived at as per the practice of the Holding
Company to charge LPS to customers who do not make timely payments.

Considering that the Holding Company has valid legal claim for recovery of LPS together with outstanding
principal amount, the Holding Company filed the aforementioned suit against KE amounting to Rs. 55,705
million. The above suit has been filed on the following grounds:

+ As per the agreement dated June 30, 2009 which was entered between the Holding Company and KE for
making outstanding payment in 18 instalments, the Holding Company was entitled to charge LPS on
outstanding principal amount at rate of:

a. Highest OD rate being paid by the Holding Company or;
b. Highest rate at which interest is payable on gas producer bills.

+ As per the above agreement and as per the audited financial statements of KE as at June 30, 2010, KE,
itself, acknowledged and recognized LPS till June 30, 2010, in its books of accounts which confirm
management’s assertion that the Holding Company has legal claim over KE for charging of LPS.

KE also filed case against the Holding Company in the High Court of Sindh for recovery of damages /
losses of Rs. 61,614 million as KE claimed that the Holding Company had not supplied the committed
quantity of natural gas to KE. However, the legal counsel of the Holding Company is of the view that claim
of KE is not valid and is not as per terms of the agreement where it was agreed that the Holding Company
would make excess supply of natural gas if KE would make timely payments. As KE defaulted on many
instances in making payments on due dates, the Holding Company was not bound to supply excess quantity
of natural gas as per terms of the agreement.

Management has consulted with its legal counsel, who is of the view that the Holding Company has a strong
case over recovery of the outstanding amount due to which management considers outstanding balance
good and recoverable. The legal counsel is also of the opinion that the Holding Company has a good claim
over LPS on outstanding balance, but considering that the matter is in dispute, as discussed above, the
Holding Company has decided to recognize LPS from KE when either such claimed amounts are recovered
or when these are decreed and their recovery is assured.

In March, 2014, management signed a payment plan with KE in order to streamline the payment modalities
in relation to current monthly bills and old outstanding principal amount, in which the issue of LPS was not
addressed. The plan expired on March 31, 2015, and first addendum was included to the original payment
plan effective from April 1, 2015 till March 31, 2016. Upon expiry, the second addendum was included to
the original payment plan on June 18, 2016 effective from April 1, 2016 till March 31, 2017. Currently,
management is in a process to negotiate payment plan, which has not been finalised till the issue of these
consolidated condensed interim financial statements but the supply of gas and payment is continuing as per
old plan.




9.2
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It has been agreed during various meetings with KE and the Holding Company to appoint a firm of
Chartered Accountants to reconcile the balances appearing in their respective books which is still pending.
Subsequent to period end, term of reference has been signed and shared with KE however no response has
been received from KE.

As Pakistan Steel Mills Corporation (Private) Limited (PSML) has been defaulting and not making payment
of Late Payment Surcharge (LPS), the Holding Company effective from July 01, 2012 decided to account
for LPS from PSML on receipt basis as per International Financial Reporting Standards — 15 “Revenue
from Contracts with Customers” based on opinions from firms of Chartered Accountants.

In accordance with the revised accounting treatment, the trade debts includes Rs. 24,777 million (June 30,
2020: Rs. 24,332 million) including overdue balance of Rs. 24,699 million (June 30, 2020: Rs. 24,282
million) receivable from PSML. However, the aggregate legal claim of the Holding Company from PSML
amounts to Rs. 71,229 million (June 30, 2020: Rs. 67,665 million). This amount has been arrived at as per
the practice of the Holding Company to charge LPS to customers who do not make timely payments.

The Holding Company filed a suit in the High Court of Sindh in April 2016, for recovery of its aggregate
claim amounting to Rs. 41,354 million along with LPS. On April 6, 2016, the High Court of Sindh passed
an order restraining PSML from creating any third party interest in relation to its assets including but not
limited to immovable assets owned by it.

PSML has filed its counter claim of Rs. 38,660 million approximately on account of losses due to low gas
pressure provided to PSML from March 2015 to December 2016. Legal counsel of the Holding Company is
of the view that due to vagaries of litigation nothing could be expressed with any degree of certainty in the
contested matters.

Although PSML’s financial position is adverse, and it has no capacity to repay its obligations on its own,
management is confident that the entire amount will be ultimately recovered because PSML is a
Government-owned entity and is continuously being supported by the Government of Pakistan.

December 31, June 30,
2020 2020
(Un-audited) (Audited)

INTEREST ACCRUED

Interest accrued on late payment of bills / invoices from:

WAPDA 4,562,855 4,390,715
SNGPL 9,258,081 8,685,480
JJVL 578,798 578,798
14,399,734 13,654,993
Interest accrued on sales tax refund 487,739 487,739
14,887,473 14,142,732
Provision against impaired accrued income (112,400) (112,400)

14,775,073 14,030,332
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11.1

Note

OTHER RECEIVABLES

(Gas development surcharge receivable from Government of Pakistan (GoP) ~ 11.1
Receivable from SNGPL for differential tariff
Receivable from staff pension fund

Receivable from HCPCL 11.2
Balance receivable for sale of gas condensate

Receivable from SNGPL - a related party 11.3
Receivable from Jamshoro Joint Venture Limited 11.4 & 11.5
Sales tax receivable 11.6
Sindh sales tax

Receivable against asset contribution 11.7
Accrued markup

Miscellaneous

Impairment loss against financial assets

Gas Development Surcharge receivable from GoP

Opening Balance

Recognized in consolidated condensed interim statement of profit or loss

Subsidy for LPG air mix operations
Closing Balance

December 31,
2020
(Un-audited)

June 30,
2020
(Audited)

11.2  Receivable from Habibullah Coastal Power Company Private Limited (HCPCL)

Amount of LD charges as per arbitration award
Subsequent LDs raised by HCPCL on Award Principle

198,004,974 178,411,641
4,284,080 4,284,080
51,122 -
4,157,839 4,157,839
67,693 46,438
113,627,208 99,834,232
11,030,271 11,427,831
42,274,530 41,639,396
112,976 112,976
379,601 418,118
12,726 5,450
49,588 67,252
374,052,608 340,405,253
(2,586,874) (2,586,874)
371,465,734 337,818,379
178,411,641 140,160,555
19,242,570 37,600,501
350,763 650,585
198,004,974 178,411,641
3,938,382 3,938,382
219,457 219,457
4,157,839 4,157,839

11.2.1 HCPCL initiated arbitral proceedings on November 30, 2015 in the International Chamber of Commerce
Singapore (ICC) against the Holding Company on account of short / non-supply of contractual gas volumes
and disputed compounding of interest i.e. Late Payment Surcharge on gas bills thereon for the period from
January 2009 to March 2017.




11.3

11.3.1

On April 30, 2018, ICC issued decision in favor of HCPCL and the Holding Company was made liable to
make payment to HCPCL as a final reward in the form of indemnity, liquidated damages (LD), interest on
LD and legal and professional charges. The said final reward was adjusted by HCPCL against running gas
bills issued by the Holding Company.

Earlier in January 2018, the Holding Company approached Ministry of Energy (Petroleum Division)
regarding waiver of LDs claimed by WAPDA / CCPA-G from HCPCL against non-supply of Electricity to
WAPDA which was being passed to the Holding Company by HCPCL.

The matter was submitted to Economic Coordination Committee of the Cabinet (ECC) for consideration
and ECC in its meeting held on February 07, 2018 approved in principle, the proposal regarding waiver of
LDs with the direction to Petroleum Division to work out modalities in consultation with stakeholders.

LDs adjusted by HCPCL against running gas bills are recoverable from HCPCL as per ECC aforementioned
decision amounting to Rs. 3,626 million for the Award period along with LPS amounting to Rs. 312 million
and further LDs deducted by HCPCL following Award principles amounting to Rs. 162 million and Rs. 58
million upto June 30, 2018 and for the year ended June 30, 2019 respectively.

December 31, June 30,
2020 2020
(Un-audited) (Audited)
Note - (Rupees in '000)--------
As at year end, receivable balance from SNGPL
comprises of the following:
Uniform cost of gas 15,818,844 15,818,845
Lease rentals 786,774 593,033
Contingent rent 3,535 3,535
LSA margins 3,401,099 2,877,266
Capacity and utilisation charges of RLNG 11.3.1 60,205,545 51,063,909
RLNG transportation income 33,411,411 29,477,644
113,627,208 99,834,232

The Holding Company has invoiced an amount of Rs. 117,232 million, including Sindh sales tax of Rs.
13,630 million, till December 31, 2020 to SNGPL in respect of capacity and utilization charges (terminal
charges), LSA margins and transportation charges relating to RLNG.

SNGPL has disputed the terminal charges that have not been allowed to it by OGRA, terminal charges of a
third party (i.e. Pak-Arab Fertilizer Company Limited (PAFCL) and terminal charges with respect to those
quantities which were not supplied to SNGPL. SNGPL is of the view that it will only pay terminal charges
as per OGRA Notification and for those quantities which are actually supplied to SNGPL and not the actual
cost billed by the Holding Company. For quantity supplied to PAFCL, PAFCL is making payment directly
to the company according to the payment plan finalized subsequent to end of reporting date. The Holding
Company has finalized its payment plan with PAFCL in which PAFCL is required to make eight equal
monthly installments of Rs. 201 million per month. Till July 2019, the Holding Company has received all
eight installments.




In June 2016, the Economic Coordination Committee (ECC) approved the policy guidelines that all charges
under LSA including, but not limited to capacity and utilization charges as well as retainage are to be
included at actual. OGRA in its decision dated October 7, 2016 regarding determination of RLNG price,
has allowed the terminal charges at actual.

The Ministry of Energy in pursuance of the decision of ECC vide case submitted on September 03, 2015
has allocated 71 BCF RLNG volume to the Holding Company in order to resolve the matter of short supply,
with the direction to enter into an agreement with SNGPL for RLNG allocated volumes with the condition
that either the Holding Company will make payment to SNGPL for the RLNG sold in its franchise area or
will return these volumes when dedicated pipeline is available.

OGRA, in its letter dated November 20, 2018, in pursuance of decision of the ECC, with the consent of
SNGPL and the Holding Company, has determined the price mechanism for purchase and sale of allocated
RLNG volumes.

Based on initialed agreement between the Holding Company and SNGPL dated January 25, 2021, SNGPL
is raising invoice for RLNG volumes retained by the Holding Company from June 01, 2020 based on
RLNG reconciliation statement mutually agreed. The rate is based on OGRA decision dated November 20,
2018. SNGPL has started payments of such invoices issued by the Holding Company from June 2020
onwards on monthly basis.

This include amount receivable in respect of royalty income, sale of liquefied petroleum gas, sale of natural
gas liquids, federal excise duty and Sindh sales tax on franchise services.

As at period end, amount payable to JJVL in respect of processing charges is disclosed in note 16 and 17 to
these consolidated condensed interim financial statements.

During the year 2013-14, the Supreme Court of Pakistan (SCP) passed an order dated December 04, 2013
with respect to the Constitution Petition No. 5 of 2011 and Human Rights Case No.15744 - P of 2009,
whereby the Implementation Agreement of Badin gas field dated August 12, 2003 signed between the
Holding Company and Jamshoro Joint Venture Limited (JJVL) was declared void from the date of its
inception. The SCP constituted a committee to calculate royalty payments (on the LPG extracted to date) on
the basis of the Saudi Aramco reference price plus freight charges instead of the “Reference Price” for the
full period during which the Implementation Agreement had been operational. However, the freight amount
is yet to be finalized for which the SCP has appointed an Advocate Supreme Court to determine the matter
and accordingly the same has been submitted by him.

As per SCP order dated June 13, 2018 a firm of Chartered Accountants was appointed to determine the
receivable / payable from / to JJVL wherein freight matter was also included and the report has been
submitted by the firm. However the freight matter is still pending and the SCP will settle the same and an
appropriate order shall be passed in this respect. As per SCP order dated January 9, 2019, in respect of
freight matter charges, SCP directed JJVL to deposit Rs. 249 million as JJVL’s admitted liability for freight
charges for the period 2005-2013. The Holding Company has received such amount as directed by SCP on
February 24, 2020 and further amount in this respect will be determined / settled by SCP in due course.
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12.1

12.2

Sales tax refunds arise due to uniform purchase price adjustment with SNGPL and zero rating of sales tax
on gas sales for various industries. Sales tax refunds are processed through FBR’s Sales Tax Automated
Refund Repository (STARR) system. Due to several snags in the functioning of STARR, valid input sales
tax claims of the Holding Company are deferred. Realizing the problems of STARR, in August 2010,
dispensation from processing of sales tax refunds through the STARR system was allowed by FBR through
a letter and substantial refunds were released after issuance of this letter under corporate guarantee (subject
to post refund audit). However, above said dispensation was also withdrawn by FBR in May 2012.

After withdrawal of said dispensation, the deferred refunds are issued to the Holding Company on the basis
of manual verification of documents (third party vendor sales tax returns) by tax authorities. The
management is making vigorous efforts for realization of these refunds.

This represents receivable from Mari Petroleum Company Limited, Spud Energy Pty Limited, PKP
Exploration Limited and Government Holdings (Private) Limited (referred as BJV); in respect of Zarghun
gas transmission pipeline under pipeline contribution agreement. The receivable has been recognised using
discounted cashflow technique.

December 31, June 30,
2020 2020
(Un-audited) (Audited)
Note - (Rupees in '000)--------
LONG-TERM FINANCE
Secured
Loans from banking companies 12.1 & 12.2 32,296,296 36,210,321
Unsecured
Front end fee of foreign currency loan 23,950 23,950
Customer financing 159,978 170,605
Government of Sindh loans 775,688 768,723
959,616 963,278
33,255,912 37,173,599
Less: current portion shown under current liabilities
Loans from banking companies (7,875,000) (7,875,000)
Customer financing (23,504) (24,397)
Government of Sindh loans (186,667) (186,667)
(8,085,171) (8,086,064)
25,170,741 29,087,535

A long term finance facility amounting to Rs. 15,000 million was sanctioned in October 2015 from a
syndicate of banks. During the period, repayment of Rs. 1,500 million has been made.

A long term finance facility amounting to Rs. 39,800 million was sanctioned in May 2016 from a syndicate
of banks. As at December 31, 2020 the Holding Company has utilised Rs. 34,200 million out of the total
sanctioned amount. During the period repayment of Rs. 2,138 million has been made. The financial
arrangements have been secured by GoP guarantee and ranking charge created by way of hypothecation
over all present and future movable fixed Regasified Liquefied Natural Gas (RLNG) assets of the Holding
Company including but not limited to compressor stations, transmission pipelines, distribution pipelines,
pipeline construction machinery and equipments.




December 31, June 30,
2020 2020

(Un-audited) (Audited)

13 DEFERRED CREDIT Note -----—--(Rupees in '000)-------

Government of Pakistan contributions / grants

Opening balance 2,911,647 3,064,028
Additions / adjustments during the period 10,946 139,427
Transferred to consolidated condensed interim statement of profit or loss 24 (146,655) (291,808)
Closing balance 2,775,938 2,911,647
Government of Sindh (Conversion of loan into grant)
Opening balance 1,995,985 2,025,211
Additions during the period (133) 86,808
Transferred to consolidated condensed interim statement of profit or loss 24 (57,375) (116,034)
Closing balance 1,938,477 1,995,985
Government of Sindh grants
Opening balance 129,125 149,967
Transferred to consolidated condensed interim statement of profit or loss 24 & 13.1 (7,989) (20,842)
Closing balance 121,136 129,125
4,835,551 5,036,757
Less: Current portion of deferred credit (424,037) (432,236)

4,411,514 4,604,521

13.1 This represents the benefit of lower interest rate on Government of Sindh Loan IIL, IV and V, and is calculated
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as difference between the proceeds received in respect of Government of Sindh Loan III, IV and V and its
initial fair value. The amount of Government of Sindh loan after conversion amounting to Rs 940 million and
its initial fair value is amounting to Rs. 170 million based on Rs. 398 million. These are calculated at 3 month
KIBOR prevailing at respective year ends in which the loans were disbursed. This benefit is treated as
Government grant and would be amortised in consolidated statement of profit or loss on the basis of pattern of
recognition, as expenses, the cost the grant intends to compensate.

December 31,  June 30,

2020 2020
CONTRACT LIABILITIES (Un-audited) (Audited)
Note --------(Rupees in '000)------
Contribution from customers 14.1 1,842,389 1,823,259
Advance received from customers for laying of mains, etc. 4,874,523 4,374,239

6,716,912 6,197,498

14.1 Contribution from customers

Opening balance 2,015,462 1,573,394
Additions / adjustments during the period 119,210 623,385
Transferred to consolidated condensed interim statement of profit or loss (97,428) (181,317)
2,037,244 2,015,462
Less: Current portion of contributions from customers (194,855) (192,203)

Closing balance 1,842,389 1,823,259




14.2

15

16

16.1

The Holding Company has recognised the contract liabilities in respect of the amount received from the

customers as contribution towards the cost of supplying and laying transmission, service and main lines.

SHORT TERM BORROWINGS

These represent facilities for short term running finance / short term money market loan available from
various banks amounting to Rs. 25,000 million (June 30, 2020: Rs. 25,000 million) and subject to mark-up
to 0.00% to 0.20% (June 30, 2020: 0.00% to 0.20%) above the average one month KIBOR. The facilities
are secured by first pari passu, first joint supplemental hypothecation and ranking charge over present and
future stock in trade and book debts of the Holding Company.

The aggregate unavailed short term borrowing facilities amounted to Rs. 1,425 million (June 30, 2020: Rs.

10,021 million).

TRADE AND OTHER PAYABLES

Creditors for:
Indigenous Gas
RLNG

RLNG differential margin payable to GoP

Engro Elengy Terminal Limited

Accrued liabilities

Provision for compensated absences - non executives
Payable to staff gratuity fund

Payable to pension

Payable to provident fund

Deposits / retention money

Advance for sharing right of way

Withholding tax payable

Sales tax and federal excise duty payable

Sindh sales tax on services

Processing charges payable to JIVL

Gas infrastructure development cess payable
Unclaimed term finance certificate redemption profit
Workers's profit participation fund

Advance from customers and distributors

Transport and advertisement services

Provision

Others

As at December 31, 2020, amount of Rs. 320,296 million (June 30, 2020: Rs. 308,399 million) is payable to
Oil and Gas Development Company Limited, Pakistan Petroleum Limited and Government Holdings
(Private) Limited in respect of gas purchases along with interest of Rs. 15,832 million (June 30, 2020: Rs.
15,832 million) on their balances which have been presented in note 17.1 in these consolidated condensed

interim financial statement.

December 31,

2020

(Un-audited)

June 30,
2020
(Audited)

379,163,173 386,072,492
125,561,392 92,860,338
504,724,565 478,932,330
16,029,498 14,430,636
1,523,520 1,901,685
5,292,555 3,807,597
303,441 303,441
4,076,196 4,076,196

- 129,230

62,319 74,872
609,918 622,876
18,088 18,088
364,509 119,004
548,750 459,627
279,559 135,594
8,528,447 8,528,447
7,204,593 7,234,826
1,800 1,800
174,515 174,515
111,253 59,036
22,643 23,581
7,206 9,394
453,541 460,009
550,336,916 521,503,284
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17.1

December 31, June 30,
2020 2020
(Un-audited) (Audited)

INTEREST ACCRUED Note
Long term financing - loans from banking companies 425,807 562,364
Long term deposits from customers 242,150 481,020
Short term borrowings 233,364 123,043
Late payment surcharge on processing charges 438,392 438,392
Late payment surcharge on gas development surcharge 4,826 4,826
Late payment surcharge on gas supplies 17.1 15,832,411 15,832,411

17,176,950 17,442,056

As disclosed in note 9.1 and 9.2, effective from July 1, 2012, the Holding Company has been accounting for
LPS from KE and PSML on receipt basis as per IFRS 15 “Revenue from Contract with Customers" based on
opinion from firms of Chartered Accountants.. However, the Holding Company continued recognition of the
LPS expense payable on outstanding payables of the Government Controlled E & P Companies i.e. Oil and
Gas Development Company Limited (OGDCL), Pakistan Petroleum Limited (PPL) and Government Holding
(Private) Limited (GHPL) to comply with the requirements of the accounting standards, as such standards do
not allow the Holding Company to offset its LPS income against the mark-up expense in absence of legal right
of set off, despite the fact that the Holding Company has never paid such LPS to Government Controlled E&P
Companies.

Therefore, the management approached MP & NR through its letter dated September 1, 2016 to allow similar
treatment of its LPS payable to the Government Controlled E&P Companies due to special and unusual
circumstances arising from circular debt. The Holding Company's request was also based on, besides the
unique situation of circular debt, past settlement record on net basis which was approved by ECC in 2001 and
the fact that OGDCL, PPL and GHPL have adopted the accounting policy whereby such LPS incomes will be
recorded in their financial statements only when the same are received.

In response to the Holding Company’s above request, the MP & NR vide their letter dated January 3, 2017
has supported the contention of the Holding Company that it will not recognize LPS expense payable to the
Government Controlled E & P Companies (OGDCL, PPL and GHPL), effective from July 1, 2012, till the
time Holding Company receives payment for LPS income from KE and PSML and it would be settled
simultaneously subject to fulfillment of all the codal formalities. Based on the letter received from MP &
NR, and the legal opinion, the Holding Company has reversed the LPS expense on delayed payments on gas
supplies effective from July 1, 2012. Further it has been decided that the Holding Company will record and
pay such expense in the period only when it receives LPS income from KE and PSML.

Had the management not reversed the LPS expense payable from July 1, 2012 to June 30, 2016 of Rs.
26,222 million and recorded LPS expense for the year ended June 30, 2017; June 30, 2018; June 30, 2019;
June 30, 2020 and for the period ended December 31, 2020 amounting to Rs. 7,569 million; Rs. 7,477
million; Rs. 10,525 million; Rs 26,335 million and Rs. 14,132 million respectively on outstanding payables
to Government Controlled E&P Companies, the effect on these consolidated condensed interim financial
statements would be as follows:
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18.1

18.2

18.3

18.3.1

18.3.2

(Rupees in million)

- Increase in loss before tax 14,132
- Increase in loss after tax / accumulated loss 10,034
- Increase in loss per share - rupees 11.39
- Increase in accumulated losses 92,260
- Increase trade payables 92,260
- Increase deferred tax liability 27,768

December 31, June 30,
2020 2020
(Un-audited) (Audited)
-------- (Rupees in '000)--------
CONTINGENCIES AND COMMITMENTS

Commitments for capital and other expenditures 5,391,829 5,550,543

Guarantees issued on behalf of the Group 7,194,710 7,013,494

In respect of the Holding Company

Jamshoro Power Company Limited (JPCL) has lodged claims against the Holding Company amounting to
Rs. 144,120 million (2020: Rs. Rs. 144,120 million) for short supply of gas under the provisions of an
agreement dated April 10, 1995, between the Holding Company and JPCL. JPCL has raised another claim
of Rs. 5.793 million (2020: Rs. 5.793 million) for the alleged low Gas Calorific Value (GCV) measurement
for the period from January 2002 to December 2002 and for the month of February 2003 as compared to the
actual GCV billed by the Holding Company. The Ministry of Energy in its letter dated August 12, 2021, has
decided that the matter will be referred to the Secretaries' Committee for deliberation and resolution.

In respect of JPCL major claim i.e. on account of short supply of gas following clause of the agreement is
important which does not support JPCL claim.

“Subject to availability and the terms and conditions specified herein the Holding Company agrees to sell
and deliver to the customer and the customer agrees to buy and accept a quantity of not less than 62 MMCF
of Quality Natural Gas per day at its power station at Jamshoro".

It is evident from foregoing clause of the agreement, that JPCL has raised a claim not supported by the
agreement and that the supply of gas to the customer was subject to the availability and it is/was not any
firm commitment on the part of the Holding Company. No provision has been made against the said claims,
as management is confident that ultimately these claims will not be payable. Further, management believes
that in case matter is decided against the Holding Company, the entire amount will be claimed from the
OGRA in the determination of revenue requirements of the Holding Company.

As disclosed in note 17.1, the management has reversed LPS expense with effect from July 01, 2012 to
June 30, 2016 amounting to Rs. 26,222 million on Government Controlled E&P Companies liabilities and
has not recorded LPS expense for the year ended June 30, 2017, June 30, 2018, June 30, 2019, June 30,
2020 and for the period ended December 31, 2020 amounting to Rs. 7,569 million, Rs. 7,477 million, Rs.
10,525 million, Rs. 26,335 million and Rs. 14,132 million in these consolidated condensed interim financial
statements. The Holding Company will record and pay such LPS expense in the period only when it
receives LPS income on amount receivable from KE and PSML.




18.3.3

18.3.4

Arbitration proceedings between JJVL and the Holding Company were initiated under the Pakistan
Arbitration Act 1940 to settle the outstanding disputes between the parties. Accordingly, both the parties
have appointed their respective arbitrators and filed their respective claims.

Supreme Court of Pakistan (SCP) through its decision dated June 13, 2018 upheld the termination by the
Holding Company and stated that the termination was validly done and the Holding Company was within its
legal and contractual right to do so and appointed a firm of Chartered Accountant to conduct a complete
audit of JJVL within a period of two months to ascertain and determine the amount to be paid by JIVL to
the Holding Company. Based on the Court order, the Holding Company shut down the supply of gas to
JJIVL plant accordingly.

Subsequently, SCP through its order dated November 16, 2018, based on the report by a firm of Chartered
Accountants, determined that Rs. 1,500 million is the undisputed amount that shall be paid within 8 weeks
by JJIVL, which has been accordingly received by the Holding Company along-with the interest accrued
thereon. However, with respect to the GIDC, tax challans and other matters, SCP will settle the same and an
appropriate order be passed in this regard. Management is of the view that once the matter is finalized by
the SCP any change in receivable or payable position shall be recognized in the year in which the SCP
order has been passed.

After cancellation of MoUs by SCP on June 13, 2018, JJVL submitted a proposal based on profit sharing to
SCP which was forwarded to the Holding Company by SCP. The SCP was also informed that the Holding
Company is in the process of hiring a consultant for providing professional advice on the best option
available with respect to the LPG/NGL Extraction business.

The Holding Company after concurrence of its Board informed SCP that it does not accept the proposal
submitted by JJIVL and asked SCP to appoint a firm of Chartered Accountants to come up with an
agreement mutually beneficial for both the parties. After considering all the points, SCP appointed a third
party firm of Chartered Accountants which shall deemed to be the receivers of the Court and would
supervise the Project. In addition, firm is to determine an appropriate sharing arrangement for both parties
which shall be final, subject to the approval of the Supreme Court of Pakistan.

Subsequently, the firm of Chartered Accountants after consultation with both parties came up with a
mechanism of revenue sharing of 57% to the Holding Company and 43% to JJVL on ad-hoc basis and an
agreement was signed between the Holding Company and JJVL and submitted to SCP for its approval and
the same was validated by SCP in its order dated December 29, 2018. SCP also directed the Holding
Company to resume the supply of gas to JJVL plant based on the new terms provided in the agreement. The
agreement is valid for 1.5 years from the date of agreement and unless renewed by the parties through
mutual written consent it shall stand terminated automatically. Accordingly, in June 2020 the said
agreement stands expired and since then no gas has been supplied to JJVL plant.

Previously the Income Tax Appellate Tribunal (ITAT) had decided an Appeal in favor of Income Tax
Department on the issue of capital gain made on disposal of LPG business in the financial year 2001
resulting in tax impact of Rs. 143 million. Management has filed an appeal before Honorable High Court.
The management is of the view that sale of LPG business being in nature of slump transaction was not
chargeable to tax under the Income Tax Ordinance, 2001.

Accordingly, no provision regarding the said claim has been made in these consolidated condensed interim
financial statements as the management, based on its legal advisor's opinion, are confident that the matter
would be resolved in favor of the Holding Company.




18.3.5

18.3.6

18.3.7

18.3.8

Income tax authorities have passed Orders for the Tax Years 2007, 2008, 2009, 2013, 2014, 2015 & 2017
disallowing tax depreciation on fixed assets held under musharka arrangement.

All the Orders were contested before Commissioner (Appeals) who decided the case in Holding Company's
favor.

No provision has been made in these consolidated condensed interim financial statements as the Holding
Company and its legal counsel are confident that the outcome of the case will be in favor of the Holding
Company.

Income tax authorities have passed Orders disallowing Cost of Gas purchased but lost as UFG (in excess of
OGRA Benchmark) for FY 2008-09, 2010-11, 2011-12, 2012-13, 2013-14, 2014-15, 2015-16, 2016-17,
2017-18 and 2018-19.

All the Orders were contested before Commissioner (Appeals) who decided the cases in Holding
Company's favor. However, the said Commissioner (Appeals) Orders in Holding Company's favor have
been challenged by the tax authorities before the Appellate Tribunal Inland Revenue.

Since the said issue has already been decided in favor of SNGPL by Lahore Bench of Appellate Tribunal
Inland Revenue and thus a Legal Principle is in field which has also been upheld by Commissioner
(Appeals) in Holding Company’s case, therefore no provision has been made in these consolidated
condensed interim financial statements as the Holding Company and its legal counsel are confident that the
outcome of the case will be in favor of the Holding Company.

The Tax Authorities’ passed Order for FY 2009-10 against the Holding Company disallowing input Sales
Tax credit on gas purchased but lost as UFG, among other observations. The said Order was contested till
Appellate Tribunal Inland Revenue (ATIR) who decided the case in the Holding Company's favor thus
setting a Legal Principle.

Tax Authorities have passed two different Orders for FY 2010-11 to 2014-15 & for FY 2015-16 to 2016-17
disallowing input Sales Tax on gas purchased but lost as UFG (in excess of OGRA Benchmark) however
the Holding Company contested the matter before Commissioner (Appeals) who decided the cases in
Holding Company’s favor.

The tax department has filed an appeal before the Appellate Tribunal Inland Revenue against the aforesaid
Orders of Commissioner (Appeals) for FY 2010-11 to 2016-17.

Tax authorities have also issued a notice for FY 2017-18 confronting the same issue of disallowance of
input tax claimed on excess UFG on which the Holding Company has filed detailed reply but no adverse
inference was drawn in light of Binding Precedent set by ATIR for FY 2009-10.

The Holding Company and its legal counsel are of the opinion that the Holding Company has a strong case
on legal merits as well as on technical grounds since Legal Principle has been set by ATIR & upheld by
Commissioner (Appeals) and thus no provision has been made in these consolidated condensed interim
financial statements as the Holding Company and its legal counsel is confident that the outcome of the
cases will be in favor of the Holding Company.

The Additional Commissioner Inland Revenue passed an order against the Holding Company with demand
of Rs. 1,314 million alongwith default surcharge and penalty for incorrect adjustment of withholding sales
tax against input invoices. The principal tax demand was recovered by the authority. However, the Holding
Company has filed a reference with FBR for waiver of default surcharge and penalty, which is pending. The
Honorable High Court of Sindh has also stayed the recovery of the additional tax and penalties.




18.3.9

No provision has been made in these consolidated condensed interim financial statements as the Holding
Company and its legal counsel are confident that the outcome of the case will be in favor of the Holding
Company.

The Deputy Commissioner Inland Revenue (DCIR) passed an order against the Holding Company with a
demand of Rs. 432 million. The demand is in respect of disallowance of exchange loss, addition on account
of gain on disposal of fixed assets, interest free loans to employees and addition under section 34(5) of the
Ordinance. Further the DCIR has not allowed credit for taxes paid, refund adjustment relating to tax year
2009 and adjustment of carry forward of minimum tax for financial years 2005-06 and 2007-08 claimed in
the Income Tax Return for the financial year 2009-10. The Commissioner (Appeals) has maintained the
disallowances except for interest free loans and directed tax department that credit of taxes paid, and
minimum tax adjustments for FY 2005-06 and FY 2007-08 be allowed after verification. The
Commissioner (Appeals) has not given decision on addition under section 34(5) and refund adjustment.

Commissioner (Appeals) order was contested before Appellate Tribunal Inland Revenue (ATIR) remanded
back the issue of exchange loss, decided interest free loans in Holding Company's favor while minimum tax
adjustment for loss making year of 2007-08 was decided against the Holding Company.

Pursuant to Commissioner (Appeals) decision, DCIR passed Order partially allowing benefit of minimum
tax adjustment for FY 2005-06 while other verification matters were again decided against the Holding
Company. Upon appeal by the Holding Company against DCIR Order, the Commissioner (Appeals) upheld
the disallowance of minimum tax adjustment for FY 2007-08 whereas issues of refund adjustment for FY
2008-09, partial adjustment for minimum tax for FY 2005-06 and credit of tax deducted at source were
again remanded back to DCIR.

No provision has been made in these consolidated condensed interim financial statements as the Holding
Company and its legal counsel are confident that the outcome of the case will be in favor of the Holding
Companv.

18.3.10 As disclosed in note 9 to these consolidated condensed interim financial statements — trade debts, interest

income from K-Electric (KE) and Pakistan Steel Mills Limited (PSML) is not being recognized in the
consolidated condensed interim financial statements, in accordance with requirements of International
Accounting Standards as well as Legal and Accounting Opinions obtained by the Holding Company.
However, tax authorities have passed orders for FY 2014-15 to 2018-19 on said unrecognized interest
income from KE and PSML. Appeal against the said orders have been filed before Commissioner
(Appeals), who decided the case against the Holding Company upon which the Holding Company has filed
appeal before Appellate Tribunal Inland Revenue.

No provision has been made in these consolidated condensed interim financial statements as the Holding
Company and its legal counsel are confident that the outcome of the case will be in favor of the Holding
Company.

18.3.11 Tax Authorities’ have passed Federal Excise Duty (FED) Order for FY 2017-18 raising FED Demand on
Re-gasification of LNG into RLNG, supply of RLNG to customers and supply of Natural Gas to customers
(on which LPG / NGL extraction process was performed).




Upon appeal, the Commissioner (Appeals) decided the issues of re-gasification and supply of RLNG to
customers against the Holding Company while issue of supply of natural gas to customers was remanded
back to Tax Officer.

Against Commissioner (Appeals) Order on RLNG, Holding Company has filed appeal before Appellate
Tribunal Inland Revenue (ATIR), which is pending adjudication.

No provision has been made in these consolidated condensed interim financial statements as the Holding
Company and its legal counsel are confident that the outcome of the case will be in favor of the Holding
Companv.

18.3.12 Tax Authorities have passed Order for Tax Year 2015 disallowing Interest Expense on delayed payment to

E&P companies for gas purchases as well as taxing benefit of lower interest rate on Government of Sindh
Loans, among other observations.

The matter was contested before Commissioner (Appeals) who decided the case in Holding Company's
favor. The tax department has filed an appeal before the Appellate Tribunal Inland Revenue against the
aforesaid Order of Commissioner (Appeals).

No provision has been made in these consolidated condensed interim financial statements as the Holding
Company and its legal counsel are confident that the outcome of the case will be in favor of the Holding
Company.

18.3.13 Tax Authorities have passed Sales Tax Order for FY 2017-18 on issues of non-charging of Sales Tax on

RLNG - Indigenous Gas Swap, Gas Development Surcharge (GDS), RLNG Transportation Income among
other observations.

Said Order was contested before Commissioner (Appeals) who confirmed Demand on RLNG Swap &
transportation while other GDS & other observations were remanded back to Tax Officer.

Against Commissioner (Appeals) Order on RLNG, Company has filed appeal before Appellate Tribunal
Inland Revenue (ATIR), which is pending adjudication.

No provision has been made in these consolidated condensed interim financial statements as the Holding
Company and its legal counsel are confident that the outcome of the case will be in favor of the Holding
Comnpanv.

18.3.14 The Holding Company is subject to various other claims totaling Rs. 8,896 million by income tax and sales

tax authorities. The management is confident that ultimately these claims would not be payable.

18.3.15 The Holding Company is party to number of cases in respect of billing disputes and related matters. Based
on the opinion of the Holding Company’s legal department, the management is confident that the outcome
of these cases will be in favor of the Holding Company. Accordingly, no provision has been made in
respect of those cases in these consolidated condensed interim financial statements.




18.4

18.4.1

18.4.2

18.4.3

18.4.4

In respect of the Subsidiary Company

The Additional Commissioner Inland Revenue (ACIR) passed the order u/s 122(5A) of the Income Tax
Ordinance, 2001 for tax year 2013 on the basis that sale of LPG is not covered by SRO 586 of 1991 and
created a demand of Rs. 46.2 million. The Subsidiary Company had filed an appeal against the said order
before Commissioner Inland Revenue (CIR) Appeals. Later CIR Appeals passed the order dated May 15,
2015 and remanded back the case to the ACIR for reassessment on various issues as per grounds of appeal.
The Subsidiary Company has filed an appeal before the Appellate Tribunal Inland Revenue (ATIR) against
the order passed by CIR Appeals, which is pending for hearing. The appeal before the ATIR has been fixed
thrice but to date no order has been passed.

ACIR passed appeal effect order u/s 124 dated June 20, 2015 to give appeal effect as per CIR Appeals order
and reduced the amount to Rs. 36.9 million. The Subsidiary Company has also filed an appeal before the
CIR Appeals against the said order. Further, the Subsidiary Company has paid advance income tax
pertaining to tax year 2013 to tax year 2021 amounting to Rs. 358.7 million under various sections which
remains unadjusted due to such litigation. The potential liability amounts to Rs. 469 million to which the
Subsidiary Company may be subject to in case of adverse decision.

For tax year 2014, under similar case, the Deputy Commissioner Inland Revenue (DCIR) passed order
dated January 11, 2017 and created demand of Rs. 116.6 million. The Subsidiary Company filed an appeal
before the CIR Appeals against the said order. CIR Appeals passed the order dated March 21, 2017 and
remanded back the case. To date, the tax department has not filed any appeal against the CIR Appeals order
with any appellate authority. As per tax advisor, as appeal is not filed within 60 days of decision of CIR
Appeals, it will be considered as if the tax department has no objection against decision of CIR Appeal.

As per tax advisor, the decision of CIR Appeal for tax year 2014 will support the pending appeal relating to
tax year 2013 as issue involved is similar in nature. Hence, management is confident that the outcome of
this case will be in favor of the Subsidiary Company and no provision is recorded in these consolidated
condensed interim financial statements.

The ACIR passed order dated July 11, 2014 and created demand of Rs. 5.91 million pertaining to the tax
year 2013 and 2014. The Subsidiary Company has filed an appeal before the Commissioner Appeals.
During the process of appeal, the tax department issued a recovery notice and recovered entire demand
amount from the Subsidiary Company's bank account.

The Subsidiary Company's legal counsel is of the opinion that the case will decided in favor of the
Subsidiary Company and the entire amount will be refunded.

The Inland Revenue Department has also issued a show cause notice u/s 122(9) for amendment of
assessment u/s 122(5A) of the Income Tax Ordinance, 2001 for the tax years 2015 & 2016 on January 13,
2017 and has required the Subsidiary Company to submit necessary documents for reassessment of tax
liability. Against the said notice the Subsidiary Company has filed petition in Sindh High Court (SHC). The
SHC has granted stay to the Subsidiary Company and the final decision is pending before the SHC.
Furthermore, tax department has not gone in appeal against the decision of SHC.

No provision has been made in these consolidated financial statements as the Subsidiary Company and its
legal counsel are confident that the outcome of the case will be in favor of the Subsidiary Company.




18.4.5 On April 20, 2018, the Subsidiary Company has received the notice from SRB for alleged short payment of
Sindh Sales tax amounting to Rs. 7.39 million for the tax periods from July, 2016 to November, 2017 on
account of royalty fee paid to Port Qasim Authority. Against the said notice, the Subsidiary Company has
filed petition in SHC. On May 23, 2018, the SHC has granted stay to the Subsidiary Company and the final
decision is pending before the learned SHC.

The Subsidiary Company's legal counsel is of the opinion that the case will decided in favor of the
Subsidiary Company and the entire amount will be refunded by the department to the Subsidiary Company.

18.4.6 During the current period, Sindh Revenue Board has issued notice regarding payment of Sindh Workers'
Profit Participation Fund contribution. According to said notice, the Subsidiary Company fall under the
definition of "Industrial Undertaking" mentioned in Sindh Workers Profit Participation Act, 2015. As a
result of which the WPPF contribution of amounting Rs. 2.783 million and 9.237 million has been claimed

by SRB for two immediate profitable years of 2017 and 2018 respectively.

The Subsidiary Company has filed a petition against the said notice and granted a stay from Sindh High
Court on the basis that Sindh Workers Profit Participation Act, 2015 is not applicable due to trans-
provincial operations. The management is confident that outcome of this case will be in favor of the

Subsidiary Company.

18.4.7 Subsequent to the year ended June 30, 2020, on August 05, 2020, the Subsidiary Company has received a
legal notice and summon through the Bailiff of the Sindh High Court against a suit filed by one of the
importers M/s Cress LPG (Private) Limited against their claim of Rs. 265.5 million. The Subsidiary
Company's legal counsel is of the opinion that the case will decided in favor of the Subsidiary Company.

18.4.8 During the current period Subsidiary Company has received notice from SRB in which the department has
disallowed the input tax on transportation and construction services. Against the said notice, the Subsidiary
Company has filed petition in SHC. The SHC has granted stay to the Subsidiary Company and the final

decision is pending before the learned SHC.

Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2020 2019 2020 2019
(Un-audited)
-=--m-m-—--(Rupees in '000)--------------
19 SALES

Sale of Indigenous gas 116,787,416 135,464,335 54,541,117 66,129,311

Sale of RLNG 36,447,992 25,896,560 24,416,834 13,046,882

153,235,408 161,360,895 78,957,951 79,176,193

Less: Sales tax

Indigenous gas (17,329,165)| (20,248,969) (7,929,596) (9,905,435)
RLNG (4,990,587) (3,810,096) (3,274,791) (1,919,894)
(22,319,752)  (24,059,065) (11,204,387) (11,825,329)

130,915,656 137,301,830 67,753,564 _ 67,350,864

20 GAS DEVELOPMENT SURCHARGE (GDS)

GDS recovered during the period (4,941,638) (2,356,140) (3.999.177) (1,410,593)

Price increase adjustment for the period 24,534,982 8,085,836 12,297,407 4,429,565
Impact of staggering - (3,671,785) - (1,835,893)
Subsidy for LPG air mix operations (350,773) (299.219) (206.,298) (166,697)

19.242.571 1.758.692 8.091.932 1.016.382




Half year ended Quarter ended
December 31, December 31, December 31, December 31,
2020 2019 2020 2019
(Un-audited)
----------- (Rupees in '000)--------------
21 RLNG DIFFERENTIAL MARGINS
RLNG differential margin - OGRA (1,598,862) (3,732,153) (4,078,421) (1,456,448)
RLNG differential margin - SNGPL - 2,308,000 - 304,774
(1,598.862) (1,424,153) (4,078.421) (1,151,674)
22 COST OF SALES
Cost of gas 141,177,334 142,621,343 68,881,074 69,046,908
Transmission and distribution costs 10,375,959 11,081,234 5,201,783 5,650,286
151,553,293 153,702,577 74,082,857 74,697,194
Cost of gas
Opening gas in pipelines 1,248,028 1,214,410 1,197,089 1,304,466
RLNG purchases 29,197,369 21,018,865 16,686,665 9,775,784
Gas purchases 112,516,413 124,413,403 52,496,080 60,695,306
142,961,810 146,646,678 70,379,834 71,775,556
Gas consumed internally (525,742) (2,832,212) (240,026) (1,535,526)
Closing gas in pipelines (1,258,734) (1,193,123) (1,258,734) (1,193,122)
(1,784,476) (4,025,335) (1,498,760) (2,728,648)
141,177,334 142,621,343 68,881,074 69,046,908
23 OTHER OPERATING EXPENSES
Auditors' remuneration 3,943 3,904 1,785 1,973
Sports expenses 61,655 75,232 30,566 56,440
Corporate social responsibility 6,985 11,170 625 1,170
Provision against impaired stores and spares 24,262 - 4,288 (1,518)
Loss on sale of property, plant and equipment 14,690 - 13,443 -
111,535 90,306 50,707 58,065




24 OTHER INCOME
Income from financial assets

Income for receivable against asset contribution

Income from net investment in finance lease
from - SNGPL-Related party

Return on term deposits and profit and loss bank
accounts

Interest income on late payment of gas bills from

Water & Power Development Authority (WAPDA)
Dividend income

Income from other than financial assets

Late payment surcharge

Interest income on late payment of gas bills from
SNGPL - related party

Sale of gas condensate - net

Income from LPG / NGL - net

Meter manufacturing division profit - net

Meter rentals

RLNG transportation income

Recognition of income against deferred credit and
contract liability

Income from LPG air mix distribution - net

Income from sale of tender document

Scrap sales

Recoveries from customers

Liquidity damaged recovered

Exchange gain

Reversal of excess Provision against impaired

stores and spares

Gain on sale of property, plant and equipment

Amortization of Government grant

LSA margins against RLNG

Miscellaneous

Half year ended

Quarter ended

December 31, December 31, December 31,December 31.

2020 2019 2020 2019
(Un-audited)
----------- (Rupees in '000)--------------
19,799 21,885 9,503 10,698
13,274 18,125 4,211 9,062
47,198 71,950 24,454 41,582
80,271 111,960 38,168 61,342
172,140 358,805 80,289 187,354
4,828 1,849 4,828 -
257,239 472,614 123,285 248,696
1,073,610 716,263 453,492 340,428
572,601 572,601 286,300 286,300
(41,225) (8,973) (12,856) (4,485)
469,818 427,454 329,393 478,884
9,871 9,221 4,165 6,105
406,017 396,817 203,706 199,337
3,533,450 4,249,382 1,724,140 1,866,182
282,481 267,834 140,646 134,567
66,024 51,145 32,554 29,138
2,426 1,737 1,729 555
64,475 30,241 63,025 29,033
33,126 27,373 22,516 11,883
40,585 13,939 31,015 7,018
2,722,361 3,005,123 2,361,493 (415,111)
- 7,480 - 7,480
- 44,775 - 3,804
7,988 10,456 4,033 5,228
479,499 449,642 238,098 218,468
14,435 488,702 6,174 479,358
9,994,781 11,233,826 6,012,908 _ 3.932,868




25

25.1

26

26.1

27

Half year ended Quarter ended

December 31, December 31, December 31, December 31,
2020 2019 2020 2019
(Un-audited)
TAXATION —==mmmemmmmmmemm——--(Rupees in '000)------------------
Current 1,257,473 1,146,100 632,547 559,743
Deferred 50,852 (4,379) 40,577 (4,379)
1,308,325 1,141,721 673,124 555,364

As at December 31, 2020, the Holding Company has aggregate deferred tax asset on deductible temporary
differences amounting to Rs. 29,339 million (June 30, 2020: Rs. 36,796 million) out of which deferred tax
asset amounting to Rs.14,565 million has been recognised and remaining balance of Rs 14,773 million is
unrecognised. As at period end, the Holding Company's minimum tax credit amounted to Rs.6,355 million
(June 30, 2020: Rs. 5,161 million) having expiry period ranging between 2022 and 2026.

Half year ended
December 31, December 31,
Note 2020 2019
ADJUSTMENTS FOR NON-CASH AND OTHER ITEMS
Provisions 26.1 3,097,965 1,961,818
Depreciation on owned assets 4,252,111 3,958,113
Depreciation on right of use assets 62,718 62,918
Amortization of intangibles 4,789 12,842
Finance cost 2,473,383 3,891,677
Amortization of transaction cost 23,475 24,998
Amortization of Government grant (7,988) (10,456)
Recognition of income against deferred credit and contract liability (309,446) (294,135)
Dividend income (4,828) (1,849)
Interest income and return on term deposits (848,562) (1,023,122)
Income from net investment in finance lease (13,274) (18,125)
Loss / (Gain) on disposal of property plant and equipment 14,628 (44,775)
Decrease in long term advances (10,812) (15,280)
Increase in deferred credit and contract liability 630,307 826,783
Impact of IFRS 16: Finance cost 10,021 17,260
Decrease in obligation against pipeline 40,816 41,464
9,415,303 9,390,131
Provisions
Provision against slow moving / obsolete stores 29,858 8,152
Impairment loss against financial assets 2,187,041 921,552
Provision for post retirement medical and free gas supply facilities 241,312 459,509
Provision for LPG cost - 11,889
Provision against retirement benefit 639,754 560,716
3,097,965 1,961,818
WORKING CAPITAL CHANGES
Decrease / (increase) in current assets
Stores and spares (271,473) 10,022
Stock-in-trade (102,843) 151,264
Customers' installation work-in-progress (27,689) (18,716)
Trade debts 555,623 (4,293,231)
Advances, deposits and short term prepayments (52,615) (135,170)
Other receivables (33,578,544) (16,342,816)

(33,477,541) (20,628,647)
Increase in current liabilities
Trade and other payables 28,936,062 31,076,667

(4,541,479) 10,443,020
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28.1

TRANSACTIONS WITH RELATED PARTIES

The related parties comprise of subsidiary company, associated companies due to common directorship,
Government related entities, staff retirement benefits plans, directors and key management personnel
(including their associates). Purchase and sale of gas from / to related parties are determined at rates
finalised and notified by the Oil and Gas Regulatory Authority. Remuneration of key management
personnel are in accordance with the terms of the employment / appointment. Other transactions with the
related parties are carried out as per agreed terms.

The details of transactions with related parties not disclosed elsewhere in these consolidated condensed
interim financial statement are as follows:

Half year ended
December 31, December 31,
2020 2019
Relationship ---------——-(Rupees in '000)----------—-
Government related entities
- Purchase of fuel and lubricant 36,086 25,576
- Billable charges 42,444,111 16,284,996
- Mark-up expense on short term finance 21,355 64,795
- Mark-up expense on long term finance 188,352 363,708
- Income from net investment in finance lease 13,274 18,125
- Gas purchases 88,194,728 62,582,922
- Sale of gas meters 11,785 21,762
- Insurance premium 57,471 52,697
- Electricity expenses 105,158 152,183
- Interest income 744,741 931,406
- RLNG transportation income 3,533,450 4,249,382
- Income against LNG service agreement 479,499 449,642
- LPG purchases 217,228 182,382
- Professional charges 40 17
Karachi Grammar School Associate
- Billable charges 15 -
Key management personnel
- Remuneration 90,386 90,416
Pakistan Institute of Corporate Governance Associate
- Subscription / Trainings 979 -
Staff retirement benefit plans Associate
- Contribution to provident fund 187,338 195,213
- Contribution to pension fund 321,515 397,284
- Contribution to gratuity fund 311,520 157,403

Sale of gas meters is made at cost plus method. The Holding Company is the only manufacturer of gas
meters in the country.
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28.3

28.4
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Contribution to the defined contribution and benefit plans are in accordance with the terms of the
entitlement of the employees and / or actuarial advice.

Remuneration to the executive officers of the Group and loans and advances to them are determined in
accordance with the terms of their employment. Mark-up free security deposits for gas connections to the
executive staff of the Holding Company is received at rates prescribed by the Government of Pakistan.

Amount (due to) / receivable from / investment in related parties.

The details of amount due with related parties not disclosed elsewhere in these consolidated condensed
interim financial statement are as follows:

December 31, June 30
2020 2020
(Un-audited) (Audited)
Relationship =-----------(Rupees in '000)------------
Government related entities Associate
- Billable charges 58,781,574 63,591,878
- Accrued mark up on borrowings (5,245,560) (4,221,975)
- Net investment in finance lease 379,601 418,118
- Gas purchases (451,148,184) (316,626,683)
- Gas meters and spare parts 49,346 73,432
- Uniform cost of gas 15,818,844 15,818,845
- Cash at bank 5,153 24,951
- Stock loan 4,912 4912
- Payable to insurance (2,185) (837)
- Gas supply deposit (51,263) (51,263)
- Interest expense accrued - late payment surcharge on gas supplies bills = (15,832,411) (15,832,411)
- Interest income accrued - late payment on gas bills 13,820,936 13,076,195
- Professional charges 57 57
- Contingent rent 3,535 3,535
- Capacity and utilisation charges of RLNG 60,205,545 51,063,909
- RLNG transportation income 33,411,411 29,477,644
- LSA margins 3,401,099 2,877,266
- Advance for sharing right of way (18,088) (18,088)
Karachi Grammar School Associate
- Billable charges 5 5
- Gas supply deposit 22) 22
OPERATING SEGMENTS

IFRS 8 - Operating Segments requires operating segments to be identified on the basis of internal reports
about components of the Company that are regularly reviewed by the Chief operating decision maker in
order to allocate resources to segments and to asses their performance. As a result, management has
identified the following two segments:

1) Gas transmission and distribution (sale of gas); and
2) Meter manufacturing (manufacturing and sale of gas meters).




Segment revenue and results

The following is analysis of the Group's revenue and results by reportable segment.

Half Year ended
Segment revenue Segment (loss) / Profit
December 31, December 31, December 31, December 31,

2020 2019 2020 2019
(Un-audited)
---------------------- (Rupees in '000) -------------nmmmemem

Gas transmission and distribution 130,915,656 137,301,830 (587,481)  (12,794,686)
Meter manufacturing 842,042 1,150,306 9.871 9,221
Total segment results 131.757.698 138.452.136 (577,610)  (12,785,465)
Unallocated

- Other operating expenses (111,535) (90,3006)

- Other income 572,586 573,907
Loss before tax (116.559) _ (12.301.864)

The above revenue includes sale of meters by meter manufacturing segment to gas transmission and distribution

amounting to Rs. 832 million (December 31, 2019: Rs. 1,356 million).

Segment assets and liabilities

Segment assets

December 31, June 30,
2020 2020
(Un-audited) (Audited)

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

Gas transmission and distribution 619,840,152 586,504,806
Meter manufacturing 991,900 1,036,492
Total segment assets 620,832,052 587,541,298
Unallocated
Loans and advances 414,988 634,557
Taxation - net 19,131,799 19,406,544
Interest accrued 487,739 487,739
Cash and bank balances 1,356,365 1,550,683
21,390,891 22,079,523
Total assets as per consolidated condensed interim statement of financial position 642.222.943 609,620,821
Segments liabilities
Gas transmission and distribution 666,504,762 || 632,456,587
Meter manufacturing 253,895 292,154
Total segment liabilities 666,758,657 632,748,741
Total liabilities as per consolidated condensed interim statement of financial position 666,758,657 632,748,741
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30.1

30.2

FAIR VALUE OF MEASUREMENT

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transactions between market participants at the measurement date.

Fair value of financial instruments

Financial assets which are tradeable in an open market are revalued at the market prices prevailing on the
reporting date. The estimated fair value of all other financial assets and liabilities is considered not
significantlv different from book value.

The table below analyses financial instruments carried at fair value. The different levels has been defined as
follows:

Level 1 - Quoted prices in active markets for identical assets or liabilities.

Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3 - Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs).

The following table presents the financial assets which are carried at fair value:

As at December 31, 2020
(Un-audited)
Level 1 Level 2 Level 3 Total
Rupees in '000.
Assets
Fair value through OCI Financial Assets
197,107
Quoted equity securities - - 197,107
As at June 30, 2020
(Audited)
Level 1 Level 2 Level 3 Total
Assets Rupees in '000
Fair value through OCI Financial Assets
Quoted equity securities 180,017 - - 180,017

The Group has not disclosed the fair values of all other financial assets and liabilities as their carrying
amounts are reasonable approximation of their fair values.

Fair value of other assets

Freehold land and leasehold land are stated at revalued amount as at reporting date, the fair value hierarchy is
as follows:
As at December 31, 2020
(Un-audited)
Level 2 Fair Value
-------------- Rupees in '000---------

Freehold land 13,481,068 13,481,068
Leasehold land 12,463,570 12,463,570

25,944,638 25,944,638
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As at June 30, 2020

Level 2 Fair Value
(Audited)
-------------- Rupees in '000---------
Freehold Land 13,481,068 13,481,068
Leasehold Land 12,463,570 12,463,570

25,944,638 25,944,638

IMPACT OF COVID-19

The novel coronavirus (COVID-19) emerged and since then, the condition has continued to deteriorate. On
January 30, 2020, The International Health Regulations Emergency Committee of the World Health
Organization declared the outbreak “Public Health Emergency of International Concern”. Many countries
including Pakistan have enacted protection measures against COVID-19, with a significant impact on
economic activities in these countries. The evolution of COVID-19 as well as its impact on the global and the
local economy is hard predicting at this stage. As of the release date of these consolidated condensed
financial statements, there has been no specifically material quantifiable impact of COVID-19 on the Group’s
financial condition or results of operations except those disclosed in notes to these consolidated condensed
interim financial statements.

GENERAL
Figures have been rounded off to the nearest thousand rupees unless otherwise stated.
Corresponding figures have been rearranged and reclassified, wherever necessary.

DATE OF AUTHORISATION

These consolidated condensed interim financial statements were authorised for issue in Board of Directors
meeting held on September 9, 2022.

é*ﬁf e M

Dr. Shamshad Akhtar Imran Maniar Muhammad Amin Rajput
Chairperson Managing Director Chief Financial Officer




KEY DATA

FRANCHISE AREA

GAS SALES VOLUME (MMCF)

NUMBER OF CUSTOMERS (CUMULATIVE)
INDUSTRIAL

COMMERCIAL

DOMESTIC

TOTAL

GAS METERS MANUFACTURED (NOS.)

TRANSMISSION NETWORK - CUMULATIVE (KM)
DIAMETER
6"

8"

12"

16"

18"

20"

24"

30"

42"

DISTRIBUTION NETWORK - CUMULATIVE (KM)
MAINS (1" - 30" DIAMETER)
SERVICES

SINDH AND BALOCHISTAN

Six months period ended December 31,

2020 2019
172,252 174,298
4,297 4275
23,380 24,101
3,118,549 3,046,106
3,146,226 3,074,482
224,232 294,415
36 36

26 .
591 545
558 558
940 940
844 844
751 751
26 9
371 371
4,143 4,054
36,889 36,544
10,986 10,800
47,875 47344
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