iy R

5N T
MW L
"
R R

The 30" dia SSGC pipeline, crossing the River Indus near Jamshoro, Sindh on 1op of :

massive vertical loop with a clearance of 70 feet. This crossing is part of the 116 kn
Hyderabad-Karachi pipeline, a major project completed this year, to add upto 275 mmch
capcity in the ILBP network

SSGC
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I
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B
Novernber 2004 Feburary 2005
zgliﬁg of Term Sheet” with BHP Billiton for nauguration of new IBM Lasar Bill Printing System
iional 150 mmcfd gas supply from by Merister of Pelroloumn & MNatural Resources
Zamzama (Gas Field Mr. Arraruliah Khan Jagoon

-:'I: ':l:':l'-_m.

N
INECLY .

pAunaear Baseer Ahmad, ML taking questions mom

ERGwith MD SSGC at the launch of Oracle repraseniatives ol miemabonal consuttant firms at the
B Sralegic Implementation Parnership S5GCE LNG project Launch
= —_

..

#

Arnl 2005

| President ol Pakistan, Gen. Pervez Musharral inaugurating SSGC's Kalal natural
gas pipeling progect

§
SSGC
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President of Pakistan, Gen Pervezr Musharmal, at the inauguration of Jamshoro Joint
Venture Limited (JJVL), a project conceived and developed by S5GC. Minister for
Petroleumn & Matural Resources, Mr. Amanullah Khan Jadoon, Munawar Baseer Ahmad
MWD SSGE and Mr. Igbal Ahmed, MD JJVL enjoy the moment

\ A
SSGC
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May 2005

GSA signed with DHA-Cogen for supply of gas
for Power generation and water purification

Leading the energy sector

i

'h 1
June 2005
ICAP/ ICMAP Best Corporate Repont Awards: Oi
& Gas Category: SSGC receiving a plaque from
the Advisor to PM for Finance Mr. Salman Shah.

I

- e W

89GC wins MFEH Award for Environmental
pellance for the second time in 2005.

o a™

YVIRONMENT F_' "BLLENCE AWARD 2(

T THCR 1-,-!'."-1-' RONM

June 2005

IS0 14001:2004 & OHSAS 18001:1898
certificates awarded to SSGC.

May 2005
Shikarpur Headquariers awarded First Prize
for Good Housekeeping.

Lyt
June 2005
Record producton of over 400,000 achieved at
the SSGG Meter Manufacturing Plant during
2004-05.

SSGC
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Motice is hereby given that the 51st Annual General Meeting of the members of Sul Southern Gas

Company Limited (‘Company') will be held at 9.30 a.m. on Friday 28 October 2005 in the Pearl Continental
Hotel, Karachi to transact the following business :-

1 To confirm minutes of the 50th Annual General Meeting held on 27 October 2004

2 Toreceive, consider and adopt the Audited Financial Statements of the Company for the year ended
30 June 2005 together with the Directors' and Auditors Report thereon.

3 To appoint auditors and fix their remuneration for the year ended 30 June 2006, The present auditors
M/s Taseer Hadi Khalid & Co. Chartered Accountants retire and offer themselves for reappointment.

4 To consider and, if deemed appropriate, approve payment of cash dividend to the shareholders at the
rate of Rs.1.5 per share of Rs. 10/- each for the year ended 30 June 2005.

5 To transact any other business as may be placed before the meeting with the permission of the Chair.

By Order of the Board

DTMT;

Ageel Ahmed Nasir

Karachi Company Secretary

29th Seplember 2005



Leading the energy sector

Notes:

i} The Register of Members of the Company will remain closed from 22 October 2005 to 28 October 2005
(both days inclusive) for the purpose of holding the Annual General Meeting.

i) A member entitied to attend and vote at this meeting may appoint another member as his/her proxy to
attend and vote on his/her behalf. The instruments appointing a Proxy and the power of attornay or other
authority under which it is signed or a notarially certified copy of the power of attorney must be received

at the Registered Office of the Company duly stamped, signed and witnessed not latter than 48 hours
before the meeting.

ili) Members are required to notify immediately changes, if any, in their registerad addresses.
v} Non-Muslim shareholders are advised to submit applications on plain paper for non-deduction of Zakat.

v) In case of corporate entity, the Board of Directors' resolution/power of attorney with specimen signature
shall be submitted (unless it has been provided earlier) at the time of the meeting.

vi) Central Depository Company account holders will further have to follow the under mentioned guidelines
as laid down by the Securities sand Exchange Commission of Pakistan,

A. For Attending the Meeting

1 Incase of individual, the account holder or sub-account holder and for the person whose securities are
in group account and their registration details are uploaded as per the Regulations, shall authenticate
her identily by showing her original National Identity Card (NIC) or original Passport at the time of
attending the Meeting

2 Incase of corporate entity, the Board of directors' resolution/power of attorney with spacimen signaturea
of the nominee shall be produced (unless it has been provided earlier) at the time of the Meeting.

B. For Appointing Proxies

1 Incase of individuals, the account holder or sub-account holder and/or the person whose securities are
in group account and their registration details are uploaded as per the Requlations, shall submit the
proxy from as per the above requirements.

2. The proxy form shall be witnessed by two persons whose name, addresses and MNIC numbers shall be
mentioned on the form

3 Attested copies of NIC or the passport of the beneficial owners and the proxy shall be furnished with the
proxy form

4 The proxy shall produce his original NIC or original passport at the time of the Meeling.

SSGC
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Human
Board of Audit Resource Finance

Directors | Directors | Committee | Committee | Committee
Mr. Aitzaz Shahbaz 11 . 3 5
br. Munawar B, Ahmad 10 [ - 3 5
Mr. M. Naeem Malik 9 - 2
Mr. M. Igbal Awan 10 5 6
Mr. Tarig Igbal Khan & 3 :
Mr. A. Rashid Lone [ . -
Mr. Muhammad Javed Khan L < 1
Mr. Khursheed K. Marker 7 . - 1
Mr. Zahid Maijid 7 3 2
Mr. Asif Saeed 7 - 2 3
Mr. Qasim Rabbani 5 - 2
Mr. Saquib H. Shirazi 3 - -
Mr. Sajid Zahid & 1 -
Mr. Samiullah Baloch 4

Number of Meetings Held

s
tn
ad
L

*Retired from Directorship w.e.f 26-10-2004
Mr. Sanaullah Qureshi

hir. Zaffar A. Khan

Mr. Taufig Ahmed Khan

Mr. Muzaffar Ahmed

Justice ® Rasheed A. Razvi

r. Amanuliah Sheikh

SSGC
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It

to the Mem

We have audited the annexed balance sheet of Sui Southem Gas Company Limited as at 30 June 2005 and the related
profit and loss account, cash flow stalement and statement of changes in equity together with the notes forming part
thereof, for the year then ended and we state that we have obtained all the information and explanations which, to the
best of our knowledge and belief, were necessary for the purposas of our audit.

Itis the responsibility of the company’s managemeant to establish and maintain a system of intemal control, prepare and
present the above sald statements in conformity with the approved accounting standards and the requirements of the
Companies Ordinance, 1984. Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require
that we plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of
any material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the above sald statements. An audit also includes assassing the accounting policies and significant
estimates made by management, as well as, evaluating the overall presentation of the above said statements. Wa
believe that our audit provides a reasonable basis for our opinion and, after due verification, we report that:

a)  inouwropinion, proper books of account have been kept by the company as required by the Companies
Ordinance, 1984:

b)  inour opinion:

i) the balance sheat and profit and loss accournt together with the notes thereon have been drawn up in
conformity with the Companies Ordinance, 1984, and are in agreement with the books of aceount and are
further in accordance with aceounting policies consistently applied except for the change in accounting palicy
indicated in note 22,1 with which we concur:

SSGC

54 | annual report 2005



Leading the energy sector

i) the expenditure incurred during the year was for the purpose of the company's business; and

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

€ inouropinicn and to the best of our information and according to the explanations given to us, the balance sheet,
profit and loss account, cash flow statement and statement of changes in equity together with the notes forming part
thereof conform with approved accounting standards as applicable in Pakistan, and, give the information required by
the Companies Ordinance, 1984, in the manner so required and respectively give a true and fair view of the state of

the company's affairs as at 30 June 2005 and of the profit, its cash flows and changes in equity for the year then
ended; and

d) inouropinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XV1Il of 1980), was deducted
by the company and deposited in the Central Zakat Fund established under Section 7 of that Ordinance.

Without qualifying cur opinion, we draw attention o note 2.13 1o the financial stalements which explains the provisions of
an agreement with Asian Development Bank for a loan, under which the company is required to earmn a minimum annual
return belfore taxation of 17% per annum of the net average operating fixed assets for the year, excluding financial and

other non-operating charges and non-operating income. During the year ended 30 June 2005, the company's retum
before taxation was less than minimum required return.

Tager flecl. Hlsled”
Karachi Taseer Hadi Khalid & Co.
20th Septamber 2005 Chartered Accountants

SSGC
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leading the energy sector

Pakistan's econormy shifted into high gear and a new
peak GDOP growth of 8.5% was achieved in FY 2004-
05. The Company being at the forefront of "Fuelling
Mational Progress’ by providing safe, affordable and
environment-friendly energy witnessed a guanium
jump in demand especially from the industrial sector.
As the Government policies prompted high economic
growth, it became increagingly evidenl that without an
increase in sustainable supply of energy the planned
GDP growth rate of 7.5% in the coming years would
not be met. This posed a challenge for your Company
to which Management responded effectively. Being
nominated as the Chair for the MNational Energy
Planning group, the Management took pro-active
steps to formulate the framework for Pakistan's first
inMegrated 25 year Energy Plan,

Matural gas continues to play a dominant role and is
projected to remain the fastest growing primary
energy source worldwide, maintaining an average
rale of 2.2% annually over the 2005-2030 period, well
ahead of od at 1.9%, coal at 1.6% and nuclear fuel at
0.6%. Sustained availability of natural gas at
 competitive prices versus other fossil fuels as well as
nuclear energy makes it the odds-on favourite, a
position which bodes well for Pakistan.

In Pakistan, where natural gas supply has grown at
0.4% cumulatively over the past five years, tha relative
share of gas in the total ensrgy mix also increased
significantly, from 39% to 51.6%. Despita the fact that
oll provides diversity in sourcing, offers energy
secunty in the long run and caters 1o key sectors such
as fransport and agriculture, natural gas is
racognized as the “fuel of choice® for the twenty-first
century, Its share in the couniry's energy mix is
therafore likely to stay at 48-50% level over the next
25 years as has been projected in the National
Energy Plan.

The Company undertodk a detailed study and
comprehensive analysis of the national energy
scenaro through interactive sessions with all
stakeholders as well as with industry resulfing in the
preparation of the Energy Plan framework.
Subsequently, the Ministry of Planning &
Development prepared the complete Energy Plan
which was then presented (o the govermment and
approved, Approval was also given 1o finalize the first
transnational pipefine project through Inter State Gas

Leading the energy sector

Systems Limited (ISGSL), a joint venture of SSGC with
SNGPL. Further, the Company also prepared the terms
of reference and requirements for Phkistan's first LNG
project, which was also approved as part of the
Mational Energy Plan,

The Company participated actively in the developmant
of the 15-year Energy Plan for the period 2005 - 2020,
in coflaboration with OCAC and PIP. The plan was well
receved and appreciated by the government and
formed the basis of the 25-Year Mational Energy Plan,

The Company was also prominent in projecting
Pakistan's Energy Sector in national and international
conferences, through aclive participation and
presentation of papers by senior management. Tha
new interest of investors in the LMNG and other gas
projects is a testimony to the Company's efforts in
projecting a positive and invesiment-friendly
environmment in the Energy Sector,

The Company further entered into gas supply
contracts with BHP Pelroleum, ENI and OP1 for
additional gas supply of about 300 mmcfd which will
come on stream in 2007-2008. Consequently, the
Company has also committed long-term, 10-vear
supply to DHA-Cogen power plant and to Al-Tuwairg
Steel, KESC's fast track project, Textile City and two
new IPPs of 150 megawatts each, Thesa projects will
bring new investment to Fakislan of over LS5 billon.

In its continuing effort o ensure long term energy
security, safety and sustainability, the Company is
proceeding with the planning and project development
ol an integrated LNG project which will bring in
another 300 mdlion cubic feet of gas in to the Company's
system in year 2008-2010. These activities and
proactive actions have enabled the Company to attain
a leadership role in the energy sector and ensuring its
ability to “Fuel MNational Progress” by providing safe,
reliable and affordable energy to the industry and
people of Pakistan,

SSGC
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A sacton of the Hydarabad o Karachi pipefine bein g loweaned into a trench

year In review

Significant progress was made during the last fiscal
year towards the implermentation of a Five-year, Rs.43
bilion Sirategic Businegss Plan with tha launch of
GIREP-Il. This was despite a slower than expected
start al the outset on account of delays in the deliery
of linepipe, valves and fittings from vendors, due fo
increased demand worldwide on steal supplies

A sequel to GIREP-| complated in 2003-04, which led
o the enhancement of nebwork capacity from
600 mmcfd to 1200 mmcid, GIREP-II will result in further
anhancing the Company's pipaline network capacity 1o
1800 mmcid within the next five years

GIREP-II will not only further streamline the
transmission and distibution network but also benelit

SSGC
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domesbc customers in B00 more towns and villages in
Sindh and Balochistan over the plan period. Yet, its
primany baneficiany will be power plants, texile mills and
other industrial and commercial establishments that use
natural gas either for caplive power generation or for
heating and other process applications.

During 2004-05, two major projects were completed in
Balchistan, The first commissioned on September 11,
2004, not only made piped natural gas readily available
o the residants of Ziarat, but also brought urban
comvenience to people residing in villages and killies®
enroute. The Jarat pipeling is expectad 1o also make a
significant contrnibution towards protecting the eco-
systermn by eliminating the need to cut down rare Juniper
trees in the anea for firewood,

The second project commissionad on April 1, 2005
brought natural gas 1o Kalat at a distance of 157 kms
from CUusetta. The pipeline alsp supplies gas to



nga her, Rhad Rucha and adgining wilages.
100,000 people in Balochistan stand to benefit
i from these two projecls.

B adequate pressure of gas 10 Cuslomers in

ialla and its adipining areas in winter, several works

g initiated which included the 14km Dingra Mala

ges on the Quetta pipeline, the 18km Abe-Gum 1o

Xl loopling that passes amaost entirely under the

ftan riverbed and the 15km supply mains from
Jetts to Kuchlan,

crossing the mighty indus

n Juna 28, 2005 a 30° dameter plpeling was
commissioned across the mighty Rver Indus ai a point
riaar Jamshon, Sindh.

i 1,783 mater long overhead pipeling is aptly described
of engineaning Ihat was planned and sxecuted
C enginears and technicians. i1 includes four

ntal loops and & large vertical loop, the latter with a

noo of 7Bleat to allow the passage of boats plying

i e

Buifl al tha site whera tha 20" diameler Hadamwar
pipaling crossed the rmer through a metal box-bridpe,
supported by a senes of concrele platfiorms resling on
oluemns on the mverbed, the new 30° pipeline was o0
huge 1o simply shide alongside. Aningenious. solution had
o be found. A twin track was laid inside the box-bridge,
eel trolleys with wheels placed on top. and individial
fions of the Hne-pipe
waighing 4 tons each rolied
across the bridge.

A& 30 % 40 Hoaling platiorm
fabricated by  |oining
togathar a sel ol B meatal
poniloons was launched on
the mwer and a crana
mounted on A bo il and
sleady pipes during the
(& x welding operation.

< A

Abdur Rahim

The fabncaton of the

pontoons by S3GC enginedrs saved the company
enormous expense and provided the needed operational
sUpport

The mighty Indus stands wilness to the courage, tenacty
and professionalism ol the project team, led by Mr. Abdur
Rahim, Project Engineer

Leading the energy sector

The 116km pipeline from Hyderabad to Karachi,
constructed as the first phase of the Nawabshah-
Karachi pipeline inaugurated in 2004-05, is a major
project completed in Sindh. As part of the project a
new 30" pipeline now crosses the River Indus
overhead, near Jamshoro. Mearly 100 mmcid additional
capacity has thus been created in the Left Bank from
Hyderabad 1o the country's largest load centre,
Karachi.

gas purchases & sales

Dwuring the year, gas sales registered as increase of 6%
in volume and 15% in value. Sales volume increased to
J37.638 mmcl against last year's sales volume of

Gas Sales by Volume

e 2005
Loyt
™
Gas Sales by Volume
Camanlt 2004
Cornprasl e

.

il

L o Pl
[ LY ™

318,068 mmci, and value of Rs. 54.4 billion against last
year value of Rs. 47.4 bilion. An increase of 15% was
recorded in sales to industrial customers. Sales to the
power sector conslituted 46% of the total sales. KESC
was the major customer and accounted for 28% of tha
Company’s sales.

The gross revenue remained constant at Rs. 62 billion
including mater rental, late payment surcharge, sake of
condensate and other income ;

SSGC
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b SuiSouthern Gas ¢ ompany Lud. e

AL U AT e emon

Kalat Natural Gas Supply Project

Al 04, 1005
By i H i

e er,

Prosicant of Pakestan Gen_ Pervez Musharmaf at the inauguration of the
Kalat Gas Supply Project along with ofhar dignitaries & MD S5GC.

Gas purchase wolume registered an increase of 7%
from 342,336 mmcl to 365,810 mmef. Thes was mainly
due to the additional availability of gas from Bhit {4.997
mmci), Miano (2051 mmcl) and Badin (2260 mmcl)
and Sawan (2 433mmch) An increase of 15.245 mmci
ook place irom the Mamal Basal gas-fiedd operated
oy Crient Petrobeusm

The wellhead gas prices increased dunng the year, as
these are linked to a basket of international crude ol
prices which witnessed a sieep rise. Cost of gas as
percentage of gas sales (nel of sales fax) therefore
rose fnom B2% n ihe previous year 1o 85% In the
curent year, leaving & Narower operating marngin

F

Lumng e year, ne Siomer Dase ncreasaed rom

1.734 mallion (o 1.788 million, Mew connechions to

Bonding pipa for the crossing ower tha Rivar Indus

8
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Value Addition &
Distribution During 2005
Rs. 14,929 Million
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Value Addition &

Distribution During 2004
A% 14,821 Millkan
Sharehodders
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commencial and domestic cusiomers stood at 1,489 and
76,865 n?s.pat.l'u'el-_.- While pew industial comnneclions
yare budgeted at 185, the higher demand dua 1o
industrial revival was met and 224 new industria

Conneclions wena providead

operations

Cperaling costs increased I::, 13% over he preveous

hear, However overall ransmission andg disinbubon cost

i

=i

A% a parcaniage o

707 %. The increase of Rs.65 million (389%) in the cost of

i

revenua decraased from 7F.25% 0

Gas -consumad INnlermainy S mamy aua 10 changas in
wedlhead prices of 0as, plus acoithonal consumpbon in
Ne new CcOompressor stabon at Hyderabad, which
OEEratec round e year 10 pump adcbional guaniities of

gas o karachi

o e, Ihe

Dhrireg the year und
planl produced
hugher than the previous vear crealing a new

mater manulaciuring
U 200 fas makars wihich was 24%
v record
Thene was a 10% mncreasa in meters consumead by the

Comoany whereas sales o

SMNGPL regisiered a 30%
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INCredase

The meter plant posted a profit of Rs.48 million as
gompared 1o a profit of RS.53 milion earned in the
pravious year. The decrease in profit is mainly due (o
increasa in materal and other production cosls and
discounts given to SNGPL. The meter plant has now

been enabled through further process improvements
for & higher production 'of 450,000 to meeat inCreasad

demand in FY 2005-06

The freasury function continued 1o manage the cost ol mlw the new SCADA
borrowing during the current year. As a result inancial
charges decreased by Rs.133 mikon In compansan
with last vyear, which substantially offset the
unfavourable impact of disallowances made by OGHA
Despite the increasing trend in interest rates due 1o
tight monetary policy of the State Bank of Pakistan
here was a reduction in the weighled average cost of
borrowing to 8% compared 10 10% tast year

Profitability continues to be determined by the ¥ with EMI to enfanca the:
e oo o Bk s gas i by SOOI

Regulator s0 as to earn a return before tax of

on net average operating fixed assets (net of
defarred credit), excluding financial and

; mplementation and the remaining five will be fiuilly
non-operating incoma which is outside tha purvieaw ol

implemented by vear-end 2006. The Company has thus

the prce formula. The decrease n gross profit by
" el i i f become the first utility company in Pakistan and is

Rs. 197 million over ha previous year IS mensy dug o
T ablelidnd i y: amongst the very faw in the region to have reached

guch an advanced stage of implementation of
Oracle Enabled Re-engineering (OER) lechnology

disallowance of cenain expenditures by the Requlator,
details which are provided in 1he Directors’ Report

new mitiatives
technology: at the forefront In recognition, Oracle have agreed to make the
Company a Regional Centre of Excellence and a

Information Technology made significant headway with Flagship site for Oracle Asia Pacific Thiz is indead a

four maior inftiatives launched during the 2004- 05 urique honour
financial year, namealy
implementation of SPL World Group's Customer

o Oracle Enabled Reengineerning (OER) information System (CIS) for the Company is in

1 Customer Information Systems (Cl3)
o Geographical Information Systems (GIS)
o Focus Improvernant Leading to 1509000 Certificabion (F1)

progress. The project is largely managed in-house on
the basis of rapid transfer of technology. SFL also

recognizes the Company as their Regional Centre of

Excellance
Seven modules have been implemented during the

year in the first phase of the Oracle eBusiness Suite

¢
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A typical CIS Project anywherg in the world costs o
average around USE35 per customer. As against this
e cost to the Company has been brought down to a
mere USS1 as a result of thorough negoliatons. and

innovatve spread of scope

An integrated Geographic Information Syelam (GIS) is

also being implemented in-housa This u=es salelite

dala ontained irom SUPARCO at 2.5 matres resolution

as the base map, while digializing and vectorizing is

00e [0 praduce seamilesshy iniegraled pectures af the
Eepewne nebwork. It halps in better rout ng. Mmainlanance,

nek assessment, emergency response and lerrain

oeteclion as well. GIS links diferent departments within
the Company throughn the intranet and

ghall ba

eventually integrated with CIS, ERP, SCADA and other

packaces

Astsescmont work was started in Heman Resourcas
Administration and Medical depariments during fseal
2004-05 for the implementation of the Focus
improvameant system (F1). Three differamn mathodologias
are being used under this system to develop a roadmap
for continuous improvement and standardization

prefude io 150 9001:2001 certification

g2 a8

The: transmission and distribution pipaline networks have
oeen fully integrated with SCADA to facilitate a seamiess
exchange of data between different points. This has
The

a5

resulted in streamlined reporting of gas data
oparation  of block

remaone pipeting VENES

A
()
SSGC
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Governor Balochistan at First Waeld Ceramony
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of gas supply
dhistrict,

iarly mproved the efficiency and =afehy
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SCADA Sysiemn enables conting dl real-tme  cusiody

fransier, oad f-:‘.f-:':.;a.‘-::-";j gas analysis and gas supply

MM CHETE ]

In order to make he ompany instalaons as wall as

2t T=Tdatials
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Uesignaled customar ibcations secune

and
nirusion detechon systern has been mplemernted which
s cemraly momtored in the BMS Control Room at the
Head

Hyderabad and O

Office and conirol

Blla. Among the other technological

Cisirsbution Mames  in

accomphshments this year has been the implementation

of the vehicle fracking & recovery system for compar Y

velecies and video-conferencing USIMG  mucrowave

IElecommunicabton in bolh cases

stock performance: blue chip rating
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of Rs.2.7 billion during this time. This bodes well for the
future where the Company has a rofling five year plan o
incur substantial capital expenditure averaging around
Rs.8 billion per annum, With a debt equity rato of 41%
58%. the Company has sufficient room on its balance
shest 10 meet its near term bormowing needs and with
strong debt senice coverage

Salas ravenue has increased in value by 170% over the
past six years with a cormesponding increase n volumea
ol 70%,. the latter at a CAGR of 11%. However, dua 1D
the deterioration in gross margin, the profit before tax
has increased only marginally The cost of gas
increased substantially by 346% over the six year
pariod, which is beyond the control of the Company. The
impact of disallowance for excess unaccounted for gas
by OGRA in the past two years has also been a facior in
the detericration. As a result of this disallowance,
despite a substantial increasa in the assel baze on
which the Company's return is calculated, the profit after
fax increased by a small amount in 2005

The operating cost excluding depreciation, as a
percentage of revenues, cecreased 0 7.07% from
11.85% over six years, The cument ratio has remained
robust since 2001, The cash dividend payoul has
remained the same as |ast year

customer service: first class performance

implementation of the service motlo “Service with a
Smile” was further strengthened during the year 2004-05
by efiectively taking it to mare neighborhCods and
making tangible improvernents in systems and fraining
of key personne

Technology-enabled online systems at Customer
Facilitation Centres (CFCs) now provide superior quality
sanvice 1o customers. Customer queres or complaints
are thus beiter managed and it s possible to sobcit
cusiomer feedback onling, provide real-time bl
verification | rectification and collect paymenis in drop-
baxes at as mary as 50 locations or &l bank couniess in

Leading the energy sector

‘tecehe “Sonsca with a Smile® |
of near these CFCs.
The total number of CFCs grew to 12. As of end-June
2005, four new centres neared completion in Fishin in
Balochistan, Malir & Korangl / Landhi districls m Karachi
and Mirpurkhas in the interior of Sindh.

E-Business facilitation desks stared operation in
salected CFCs. The overall courtesy standard improved
considerably through stafi-training and emphass on
nuriLring a service culiure

New, laser-printad bills with bar codes wera intreduced
in March 2005. The unicue 10-chgit customer numoed,
now printed on bills for Karachi and intencr of Sindh and
Balochistan, allows cuslomers 1o access biling
information from any CRC or Company locabon, and
facilitates payment of bills from outstations. ATMs and
kiosks also staried  accepting gas Dl payments
glectronically in 2004-05

SSGC
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Training in progress on a hot-tapping machine at the GTI. Apart from SSGC parsonnel,
enginsers from other oil & gas sector companies atlend such courses.

1.

For better administrative control, the number of billing
zones was increased from five last year lo seven. Use
of hand-held wnits for accurate meter reading and
reporting was extended o all reglons excep! Larkana
and Nawabshah, A regional biling conmrol centre was
opened at Sukkur and commercial biling facility
extended to regional centres, other than Karach
Thesa achons brought about efficiency and accuracy
n the billing system

Following the successhul test-taunch of 1,000 imported
prapad melers i 2004-05, the Company s
procesding more agorassrety 10 sal up more pilol
projects betona rmlhng oul these melers al a faster rata
n 2005-06. Cusiomer acceplanca is hegh, but the high
nitigl cosl s saan as the only mpediment. Oplions are
iready beang considenad 10 resobe this problem

)
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human resouree: promoting potential

The Company continued to invest in the developmeand
of its: human capital mcluding s feams of

4

professionals, subordinate staff and workers

The interactive Performance Management System
(PMS) introduced three years ago, provides the
exaculive cadme the necessany molivation o strive
tewraras the fulfilment of the Company's viston and
mission. The Promotion Policy & Potential Assassment
System rewards merit in a transparent and efficient
manner. The mplementation of Oracle's HR module
guring Z005-06, will deliver greater afficiancy,
increased  productivity and enhanced cusiomes
salisfaciion

Emplovees and stafl continued fto enjoy

y excellent



working conditions, sound compensation as well as
opportunibes for training and development

Security environmiant in all essantial lncations including
the Head Office, regional offices and key technical
inslallations was further strengthened during the vear
Inrough efficient planning, eflective utilization of
lechnology and dadication of the entine feam

The Gas offered
raining 10 2,416 executives and subordinate staff this
year in a variety of management and technical
disciplines. Par capita trainir i) Increased (o 40 hours in
FY 2004-05 from a previous Iow of just 3 hours during
FY 2002-03 and before. This clearly met the objective
lo provide best in class fraining and prolessional
development to ensune effectve grooming and career
development of executives

Training  Institute in-housa

Courses at GTl also attracted participants from othar
ofl & gas sector companies and prolessional
organizations. A summer camp for  employees
chlaren pfovided computar skills based on MS Offica
free of cost

GT] contnued to run an internship programmse which
benafits young, graduate-level business and
angmnearing sludents during the yvear Also the
Apprenticeship Scheme was enlarged to provide
hands-on training to a larger number of aspiring
lechnical / polytechnic students and improve thedr

employment prospects in the job market

bl e
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medical services: quality healthcare

Madical care in the Company is undoubtedly amang the
n the country. However it was fell necessany to tnm
costs and improve efficiency without compromising on
nquality. Medical sanvices therafore undenwent signaficant
resiruciunng and sysiem re-engneenng o meet the
objectives of increased efficiency, fransparency, reduced
cost and better healthcare for employeses and thair
cependents

Progress was also made this

year In

terms ol

consolidating the medical policies in the shape of a
comprenensve Medical Policy and Procedures Manual
enforcing sirict pre-employment fitness criteria and
implementing medical-cost-sharing on an 80:20 basis
e

between company and Bmployas, apphcable 1o

enLrants

Medical sanvices al upcountry locations were improved
by posting Company doctors and appointing Medical
Case managers and introducing IPD services in Karachi
and Hyderabad, The

inslallation of an X-ray unit,

ultrasonogram and BECG facilities in-house hawve also
reduced tha need for relerrals by over 60% compared to

IN@ prenious Year

Medical Policy emphasized preventive care to reduce
the risk of dissase occurrence which woauld benefit

employees as well as the Company. Primary Care
L-antres were established in Quetta and Larkana during
2004-05 and they will also be establishad in Mawabshah

and Sukdour in 2005-06

Renowned doctors & specialist spoke during the SSGC Haealth Awareness Week to Company employees.

SSG
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"Hospital Ch.naliq.- Rating Criteria® was developed for
enlistment of reputable hospitals and C catagory
hospitals were de-listed during the year A health
survey of employees above 40 years was also
conducted for identification of high-risk empioyees and
diseasa management.

Free health camps were also armanged and a "Health
Week' organized at the Head Office to improve
employee awareness aboul disease pravention
Medical department costs were reduced by Rs.34
rrlion in the year under review,

corporate planning: robust framework

The Company has developed its Five-Year Strategic
Development Plan in line with the objectives of the
Mational Energy Plan and provides direction for all
areas of the business including transmission and
development, billing, finance and customer services. it
also includes a comprehansive Five-Year UFG
reduction plan,

The strategy being pursued is to gradually increass
the share of power plants, industrial and commercial
customers in the Company's portiolio which would
increase overall profitabilty, and 1o achieve continuous
improvernent in all areas of operation while reducing
Dperating cosis

Efforts are underway to develop an integrated and
comprehensive Financial Model which can be used as

SSGC
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Quality Policy

SSGC will endeavor 1o befter satisly

the needs of customers and stakeholders and will
promote innovation, creativity and pursuit of
excellence by employees for providing '-'l'ﬂm'.'r’
service in all areas of Company operations

a key corporate planning fool. In essence, a robust long-
term corporate plan framework will be put in place 1o
ensure conbnuty of sirategy and direction in the years o
Come:,

materials management

This year saw business process re-engineerng
automabon and computerization of the Materials
Management function, including Procurement and
Stores, which helped achieve significant improvements
in overall departmental efficiency, ransparency and
better monstoning of the procurement process. On-line
imventory updating commenced at warshouses that
would lead to bafter imvantory management

The total value of materials purchased during the year
imCreased more than three-fold from Rs. 1,662 million
last year 1o Rs. 5,557 million in the year under review
This was a new record achieved through business

PIOCESS re-engineenng.




Materials management execulives allended rainmng
ceminars and COurses I0Cally and OVErseas In severa
areas particularly on the use of on-line Dicdng which 15
l’_‘-ﬂ” ol Z::l';-_:_'s_ Financials 11 IMpHEMmET Lo This
unique feature will bring about wvisible improvemeants in
Ihe bidding process for the benefit of vendors and
SLOONETS

Procurement prodedunss wera revamped and miodified
o confomm to the Public Procurement Hules notiied Dy
the government and implemented under the guidance
of the new regufatory body, Public Procurement
Regulatony Authority

HSE Certification: a significant achievement

The Company was again the first ulility in Pakistan and

also the first oil and gas Sector company 1o have
successiully obtained 1S0-14001:2000 certification for
Ervironmental Management, and OHSAS 18001:1883
certification for Operational Health & GSafety
Management on June 15, 2005

Bureau Veritas Quality International (BVQI), the officia
reqgistrar conducted the certification audit in earty June
2005. This consisted of the mandatory verification and
avaluation of the Company's HSE Systemn at difierent
localions. Following the audit BVQI confirmed {ull
compliance and recommended that SSGC be cerified
under 1ISO-14001:2000 and OHSAS 18001:1999

The successiul cerification achieved within defined
timalines, is a clear affirmation of its inherent strength
and capacity to adopt and maintan sale, healthy anc
environment friendly practices in s core areas of
business. namely transmission and distribution of

natural gas

The integrated HSE Management System provides
comprehensive guidelines for operational activities,
practices and procedures. Going lorward, Lhe
Company would persevere towards achieving
continuous  improvements  in {18 operational
prnironment, avoiding work-ralated health hazards or

accilents and HKEspIng SnyvIROrImenia emission and

Leading the energy sector

14001:2004

18001:1999

wastage of enargy well under control

Linder this sysiem, once every quarier, the employees
proactively monitor and measure occupational HSE
performance S0 as to establish ongoing compliance Wwith
the laid out policies, procedures and requirements. The
assessment covers both legal compliance as well as

impact of significant HSE risks

HSE Policy

SSGC is committed to the health and safety of its
employees, preservation of environment and
nnrﬂualhpmdl-ﬁEpamnrmhf

mwmhﬂhﬂﬂmmﬁdm
transmission and distribution of natural gas.

SSGC

41 | annual report 2005



corporate social responsibility:
serving the community

The Company is recognized by the corporale sector as
well as by communities we serve in Sindh and
Balochistan, as a "People Caring Company’. Our
corporale social responsibiity projecis contmued to
focus on three seclors: education, health and

EMArDMNment

Four schools were adopted in remote areas of Sindh
and Balochistan for improving their physical facililies
and environment such as renovation of school buildings
provision of computer, science laboralores and ofher
essantial facilities. In Balochistan the Government Girls
High School in Rojhan Jamali. Government Primary
School, BaghHead in Usta Mohammed and the
Boarding School in Schbalpur benefited this vear. In

f
SSGC
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by SSGC under its CSA programme.

addiion the Al-Hifra Boarding School in Fiarat was

prosiged 8 gas pipehng and a tree plantation project
proviging tor planting of 5,000 saplings on location

The Adult Literacy Program run in collaboration with
Literate Pakistan Foundation imparted basic educafion
10 2,400 yourg and older people, twice as many as last
yvear, at 80 centers set up near Quetla, Sukkur Kalat
Mirpurkhas, Nawabshah, Sibi and Hub. These persons

are otherwase depnved of ANy 10rmal equcalson

Ifi the area of highar earning, the Company led the
campaign ior the opening of the firsl-ever Faculty for
Petroleumn Engineering’in the NED University of Engg. in
rarachi. Contributing Rs.5 million 1o the fund we werna
able 1o raise a total of aboul Rs.60 million from other

maustry pariners, Another proyeC] acoomphkshed this



I vear was the founding of an [T Research and Reference

Library al the Uimer Bashar IT University in Karach

The Company also participated in limathon, a fund-

L faising walk organized by The Citizens Foundation, an

organization that runs neary 200 schools across
Pakistan

I the health sector the Company joined hangs with
olhér corporate entities in the funding of a project
pertaining to a Day Surgery & Imaging building and
gxpansion of the Emergency Room al the prestigious
Aga Khan University Hospital in Karachi. The tacility will
pI'C"'."l'dE' frea medical care o deserving pabents

environmental protection: caring for nature

Proteching and improving the emvircnment 18 8 majgor

Tsunami Relief Effort

S5GC was one of the first companies to respond 1o
the claron call from  the President General Penvez
Musharral to mount a major reliel effort for the people of
Asin & Africa worst hit by the Asian Tsumami on

Wilhin @ matier of days a massive efforl was apace at
SSGC. A Tsunami Relief Fund was created, a special
bank account was openad al UBL for the collection of
cash donations and an appeal went out 1o the corporate
sactor and the general public 1o join the rebef afiort.

The sperited campaign resulted in the mobilization o
As.12 milkon in cash and kind, including Rs.d million from
S5GC aemployees contribuling a day's salary kor thes grest
MESSon.

At a sombre ceramony held on January 10, 2005 ai the
SS5GC head office, the Consul General of Sri Lanka HLE.
Madam Manel DeSiva and the representatve of
Indonesia H.E. Entdim Herrianto recefved the first sef of
reliel packages from the Managing Director SSGC, Mr.
Munawar B. Ahmad,

Thee Sri Lankan Consul General said she was moved by

the “outpouring of generosity and kindness® and wged
everyona io Tthink of the Rile children of (56 Lanka) and
remamiber tham in your thoughts and prayers”

The Indonesian representative pointed cut that Pakistan
was tha first country to express sympathy and offer
assistance and confirmed that ralied flights had already
started. He thanked SSGC and the people of Pakistan for
the tremendous support and said that °...this efion 5
undeniably cherished”,

priority of the Comparny. It implementad soveral projects
during 2004-05 designed to meel its objeclive of
providing a healthy, sale angd clean emaronment to
residents in its franchise areas

Under the “Tree Plantation Campaign® a target for
100,000 trees was set for this year, compared to 50,000
trees planted last year, Tree plantations in areas in and
around the Head Office, Regional and Zonal omces will
continue o be maintained

Soma plantation was undertaken in 2004-05 on land
near Lora Madi in Quetta provided by the Government of
Balochistan. Based on lessons learnt so far, the nght
species of planis are being selected as the area
raceives a substantial amount of sewerage water

In order to make tree plantation a mone robust actnity In
Sindh and Balochistan, a small greenhouse 1S Deing
constructed in Cluetta and a nursery sat up in the

SSGC
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Karachi Terminal, where saplings are already being
produced and nurtured. These will become the focal
point for sourcing of saplings for parks, schools,
roundabouts as well as Company premises.

To protect the Quaid's Residency, a national heritage of
immeasurabie value, the Company organized a
detailed survey of the building through an architect for
the purpose of renovation and repairs. In view of the
onsel of winter, workl will commence on the restaration
of the Residency to its onginal grandeur in the spring
of 2006

regulation and tariff:

keeping pace with regulation

During the period under review the Company filed its
petition for estimated revenue requirement befora Ol
and Gas Regulatory Authorty for FY 200506
on which the Authority determined an increase of
Rs.7.34 per MMBTU. The Authority conducted two
public heanngs in Quetta and Karachi in the month of
April 2005 before making the determination. The
Company has filed a motion for review against this
delermination

in it tnal determination of the revenue requirement
(true up) for FY 2004-05 the Authority had determinad
the Compamny's requirement at Rs.55.142 milion as
against the Company's claim of Rs.55.094 milion.
resultng in a shortfall of Rs 851 milion. A major item
contributing o reduction in révenue requiremeant was
UFG for which the Authority determined thal Rs 604
mikion was in excess of the target of 6%,

The Company has reservations on the disallowance
and other adpsiments for which a motion for review
aganst the determination of the Authority is being filad
under the provision of OGRA ordinance and rules

QGRA is in the process of developing a new tarif
regme and for this purpose it has engapged a
consortium of consultants which includes Economic
Consulting  Associates of UK, Petroleum

SSGC
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Development Consultants and Ford Rhodes Sidat Hyder

The consultants have proposed a mulli-year tariff
regime based on revenue cap with retun to the
Company on assels and efficiency-based incentives,
both with respect to capital and revenue expenditures
of the Company. The new regimea when approved by
the Government is Bely 1o be implemented from FY
2006-07 .

sports: promoting a competitive spirit

In keeping with its commitment towards community
develcpment and support of sporis activities, the
Company has taken several key initiatives this year
Apart from achieving success on the field the
Company was able to draw in substantial amount of
tangible support from other corporate partners and



npany. inducted several playar
inlemational standard o upgrade
Bnd cycling teams. This has bro

Bockey as runner-up in the Al Pakistan (3
BMinament at Peshawar and the 26th All Pal

B Nlisa Gold Cup Tournament in O

I individual performances also desan'e 5

ention. Shahzad Alam a seniol angmasr Dased

[Riatta became the Mationa ees Masier and Rashic
dhmed a geputy manacged m | al thie Head il

chmbed up to the second base of Mount Godwin
Austen, better known as ka2
In cncket the L.ompany T W All K

In cyeling, your Company co-sponsored U

de Pakictan which was an infernatonal event |

jeam= from Germany, Iran, Banglades

Afahanisian participated alona wilth national e

Sirdhi Soung Fakirs rendering a tradition foll tune at tha
Golden Jubilea Celebraion.
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Govemer Balochistan Mr. Owais Ahmed Ghani u.'.u'ng thee
Gan, Muish Hockey Tourmament

5 e - ,._..,_..:..
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Chiaf Minister Balochistan Jam M Muhammad Yousuf at the
Closing Ceremony with the 556G Team
he Independence Day of Pakistan Cycle Hace from
Karachi 'to Hyderabad was also sponsored and
arranged Dy e oMy This has now becomea an

annual event which is well participated and projected in

Dr. Shehila Baseor Ahmad, wile of MD SSGC, prasanting an award for
best Naal racital, 1o Ms. Sarwar Ansari, daughter of an SSGC amplovee

0
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12th Tour De Pakistan:
a Journey of Peace

From the Mazar-e-COuakd i Karachs to the Oila Bala Hisar
in Peshawar cyclists from e countrias - Germany, lran,
Afghanistan, Bangladesh and Pakistan rode through
1,708 kms of highways and city roads lo reach their final
destnabion in & show of sportsmanship, skl and stamina
which 5 quite unrivalled

CaMme m oroves 1o choar the
'i||E|r:}E"_=- and lehsils’ on fing-

the number of spectators
ithusiasm showed as the cyclists

Along the route
cyclists. In 5
rmads and «
swalled and tha

approached svary hnish line. Peopls old and young were
moved 10 808 such a grand spectacle pass belore their
eyes, and many showered pelals on the cyclists in
keeping with our traditions of hospitality

& of schodl-chiden lined roads in numenus
long the route or gathered at starl and finish
Sovemiors, Minisiers, Ministers of Stade, Mazimsg,
DCOs, Highway and Traffic Police came fonward to lend
thigsr whole-hearted support 1o tha event, This
SpOManeoUs, suppaort at all levels of tha govermment and
iocal admenistration evenywhone was unprecedentad and
gave he 12th Tour De Pakisian ImMamational E':,q:h:‘ Hace
a trudy official, national colour

Among the cyclisizs the spiit of competition and
camaradenie was exemplary, Whether it was a local cyclist
of a loreign rider every person that took parl in the 12th
Tour Da Pakistan gave | thedr best shot. Imran Sharif and
Abu Ahad who won individual stages. and other
outstanding riders Bk kmran Sharf, helped S5GC sacune
third position overall,

SSGC
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future outlook — looking ahead

In its Golden Jubilee year, the Company played a
significant role within the Energy Seclor in developing
the 25-year National Energy Plan for the country. Several
strategic infiatives were also taken that will provide for
iong term security and sustainable supply of natural gas
1o a rapdly increasing customer base in the Company's
franchize areas

The implementation of our ambitious Five-Year
Development Plan was put firmly on track, thus ensuring
that the Company will meet s sirategic and business
plan objectives to enhance its efficiency, sales and
expansion ol transmission and distribution network
capacity, 1o meet GDP growth requirement of 7.5% plus
in the years ahaad

With additional capacity in pipeline network under the
GIREF - Il coming on stream, sales will ncrease at a
higher rate per year moving to about 1,700 - 1,800
mmcld from the current 1,300 mmcid in the next few
YEErS.

While the Company took a leadership role in launching
Pakistan's first LNG project, it continues 1o network with
maor cil and gas companies 1o secure the supply of LNG.
Such sources of supply are becoming increasingly
crucial in view of the steep increase in crude of prices The
LNG project consultants have come on board and will
be loliowing a fast-track schedule for policy framework
formulation for the government and project
development. It s expected thal the implementation
agreement for the LNG project would be finalized after
approval of the Board of Directors, by mid-2006.

The Management is fully seized with the need 1o conirol
and reduce UFG which is also an OGRA requirement.
The UFG control program now put in place is based on
well considered analysis and effective solutions., Our
efforts have started vielding favourable resulls and the
reversed inend provides posiive indications for success
Efiors in this area will be further enhanced and regularly
monitored 10 ensure that UFG reduction plan objectives
are med



While being the trend setter in the implementation of
technology based applications, the Company wil
continue with s focused ImMprovensent phans ieachng 1o
IS0 certification, introducing qualily inmbatives and
implementing innovative solutions lor achieving the
best in industry practices.

Further efficiancy improvement measures and qualty
initiatives  will be pursued rigorously. While the
employee empowerment and Ccuslomer Services
initiatives implemented have resulted In changing
corporate culture, further concerted I
gfiorts will be pursued o acheve i
excelance in al angas of Gperabon

With the expected change in the
return formula from the current
Asian Development Bank (ADB)
eovanant of 17% raturn on net fixed
assets in operalion, it is expected
that the Iimprovements and
efficiencies achieved and further
under process, will provide for
improved commercial operabons
We believe that these aspects will
confribute positively 1o improve
parformance and rmeturn 10
shareholgers.

As the Company movas forward
after successfully completing 51
years of operations, we are
confident that the continued
commitment and focused
persayverance of our employeas o
meet challenges ahead, will enable
the Compary 1o attain 10p ranking
among public utilites in Pakistan
We are indeed uniquely positioned
o take advaniage of opporunities
that arise and we ook ahead (0
continue our leadership role in the
energy sector and 1o meet the
challenges of the high GDF growih
regime projected for Pakistan

Leading the energy sector

SSGC Management hoisting the

National Flag on Independence Day
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Statement on
s eirsiand Financial
Reporting Framework

The financial statements prepared by the management of the company present fairly its state of affairs, the result of
its operations, cash flows and changes in equity.

Proper books of account of the company have been maintained. Appropriate accounbng policies have been
consistently apphed in preparabon of inancial stalements and accounting estimates are based on reasonable and
prudant judgmaent.

International Accounting Standards, as applicable in Pakistan, have been followed in preparation of the financial
slatements.

The system of internal control is sound in design and has been effectively implemented and monitored
I'here are no significant doubts upon the company's ability to conlinuous as a going concern

save for minor exceptions as given in para 9 of Statement of Compliance, there is no malenal departure
from the best practices of corporate governance, as detailed in the listing regulations

t.ey operating and financial data for last decade is summarized and printed on page 148

The amount of withholding taxes payabla appaaring in note 10 to the audited financial statements for the year
ended 30 June 2005 represent the time lag allowed by statutory provisions in collecting and depositing these
taxas in the goverment treasury. The same wera subsaquently deposited within the time frame allowed and on
due dates

The valua of imvestment of provident, graluity and pension funds based on respective accounts as al 30 Juna 2005 is
given in note 46 to the audited financial statements

During the year 11 meetings of the Board of Direclors and 5 meetings of Audit Committee wera held, Attendance
by each director is summarized and printed on page 50

The statement showing the pattern of share holding in the company, ason 30 June 2005 is shown on page 155

Mo trade in share of the company were carried oul by the directors, chief executive, chiel financial officer, company
secretary, their spouse and minor children

Dividend
The Directors are pleased to recommend |'.'-.'=.:,-'l’f'l':""l': of cash dividend at 1554 i.a. Bs. 1.50 (e Sharg.,

(2004: 15% cash dividend l.e. Rs, 1.50 per share)



The inauguwtion of the Ziaxat pipeline project taday is a txiute ta
the Cuaid-e-lzam (Mohammad (i Jinnah ).. Tt i» a promise that
is being fulfilled today... my promise!

J had initiated this praject... and J am grateful to the MD S
Southenn Gas Company, the engineers and the technical staff, that
goie have completed (the project ) within the agueed time frame...

Ganaral Pervez Musharral, President of Pakistar

siafal, 11th Seplember 2004
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Consolidated Balance Sheet

as at 30 June 2005

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 remeasurement

of available for sale securities
Unappropriated profit

Non-current liabilities [ NGEGIGN
Long term financing

Long term deposits

Deferred tax

Employee benefits

Deferred credit

Current liabilities [

Trade and other payables

Interest and mark-up accrued

Short term borrowing

Current portion of long term financing

Contingencies and commitments

Government owned assets held on trust by the
company

The annexed notes 1 to 51 form an integral part of these consolidated financial statements.

SSGC
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Note

w

10
11
12
13

14

15.3.1

2005

2004

(Rupees in ‘000)

10,000,000 10,000,000
6,711,743 6,711,743
2,488,662 2,488,662

152,896 147,166
1,012,547 1,006,800

10,365,848 10,354,371
7,203,180 4,644,750
1,806,695 1,609,746
2,875,241 2,496,419

847,932 772,322
1,791,364 1,711,395
14,524,412 11,234,632
10,926,115 8,362,880
185,020 168,401

220,000 -
1,461,144 1,716,578
12,792,279 10,247,859
37,682,539 31,836,862
- 105,965




Note 2005 2004
(Rupees in ‘000)

ASSETS |
Non-current assets
Property, plant and equipment 15 21,641,128 17,496,568
Intangible assets 16 60,932 -
Long term investments 17 161,471 204,528
Share of investment in jointly controlled entity 18 5,100 1
Long term loans and advances 19 127,848 136,373
Long term deposits 20 4,458 4,072
22,000,937 17,841,542
Current assets |
Stores, spares and loose tools 21 929,310 794,232
Stock-in-trade 22 227,318 198,443
Customers' installation
work-in-progress 23 84,504 56,019
Trade debts 24 8,754,927 6,705,704
Loans and advances 25 96,897 108,464
Trade deposits and short term prepayments 26 118,452 138,928
Interest accrued 7,458 13,142
Other receivables 27 3,693,682 2,270,803
Taxation recoverable 28 499,841 668,791
Cash and bank balances 29 1,269,213 3,040,794
15,681,602 13,995,320
37,682,539 31,836,862
Aitzaz Shahbaz Munawar B. Ahmad P.E.
Chairman Managing Director
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Consolidated Profit & Loss Account

Sales
Sales tax

Gas development surcharge
Net sales

Cost of gas

Gross profit

Transmission, distribution and selling costs
Administrative expenses

Share of expenses of joint venture
Other operating expenses

Other operating income
Operating profit before finance cost

Finance cost
Profit before taxation

Taxation
Profit for the year

Proposed dividend per share

Basic and diluted earnings per share

The annexed notes 1 to 51 form an integral part of these consolidated financial statements.

Aitzaz Shahbaz
Chairman
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Note

30

31

32

33

34

35

36

38

for the year ended 30 June 2005

2005

2004

(Rupees in ‘000)

62,511,685 54,444,623
(8,136,107) (7,089,741)
54,375,578 47,354,882
(1,672,901) (2,555,192)
52,702,677 44,799,690
(46,812,706) (38,713,079)
5,889,971 6,086,611
(4,779,215) (4,211,890)
(1,387,292) (1,230,224)
(6,475) (5,228)
(156,984) (104,215)
(6,329,966) (5,551,557)
(439,995) 535,054
2,591,696 1,732,905
2,151,701 2,267,959
(563,017) (695,597)
1,588,684 1,572,362
(576,176) (575,639)
1,012,508 996,723
(Rupees)
1.50 1.50
1.51 1.49

Munawar B. Ahmad P.E.
Managing Director



Consolidated Cash Flow Statement

for the year ended 30 June 2005

casH rLows From operATING AcTiviTies  [[NENEGNNEEEEEE

Profit before taxation

Adjustments for non cash items:

Depreciation

Amortisation of Intangibles

Finance cost

Insurance claim written off

Provision against doubtful debts

Provision for slow moving and obsolete stores

Provision for compensated absences

Provision for post retirement medical and gas supply facilities
Provision for other retirement benefits

Amortisation of deferred credit to the profit and loss account
Dividend income

(Provision) / income from remeasurement of value of investments
Profit on sale of investment

Return on bank deposits

Return on Defence Saving Certificates

Gain on disposal of fixed assets

Net cash flows from operations

Service charges received from new consumers
Long term deposits received - net

Loans and advances recovered

Long term deposits

Changes in working capital

- Stores, spares and loose tools
Stock-in-trade

Customers' installation work-in-progress
Trade debts

Trade deposits and prepayments

Other receivables

Trade and other payables

Retirement benefits paid

Income tax paid

Finance cost paid

Net cash flows from operating activities

casH rLows From INVESTING AcTiviTies  [IEEEGEGEGEG

Fixed capital expenditure

Proceeds from sale of fixed assets
Investment in subsidiary company
Proceeds from sale of investment
Profit / interest on bank deposits
Dividend received

Net cash flows from investing activities

casH rLows From FINANCING AcTivities [N

Proceeds from local currency loans

Repayment of local currency loans

Repayment of foreign currency loans

Repayment of liabilities against assets subject to finance leases
Short term borrowing

Dividend paid

Net cash flows from financing activities

Net increase/ (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

The annexed notes 1 to 51 form an integral part of these consolidated financial statements.

Aitzaz Shahbaz
Chairman

2005

2004

(Rupees in ‘000)

1,588,684 1,572,362
2,155,453 1,937,823
30,461 -

563,017 695,597
11,600 -
214,033 239,460
4,313 -
7,173 14,081
84,056 118,829
124,028 181,268
(150,862) (145,239)
(5,325) (5,293)
(2,751) 50
(456) -
(70,849) (93,526)
(7) (11)
(52,211) (17,321)
2,911,673 2,925,718
4,500,357 4,498,080
125,605 418,420
196,949 181,840
20,092 (10,719)
(386) 665
(135,078) (74,550)
(28,875) (35,731)
(28,485) 420
(2,263,256) 145,874
20,476 (48,934)
(1,491,426) (1,077,161)
2,708,251 1,684,619
(1,218,393) 594,537
(225,974) (117,673)
(28,404) (714,590)
(629,680) (664,899)
2,740,166 7,185,661
(6,220,058) (2,213,996)
60,034 19,494
(5,099) -
52,000 -
76,533 98,101
574 5,293
(6,036,016) (2,091,108)
4,019,328 2,015,527
(760,665) (1,622,642)
(912,002) (827,208)
(43,664) (43,768)
220,000 -
(998,728) (1,204,816)
1,524,269 (1,682,907)
(1,771,581) 411,646
3,040,794 2,629,148
1,269,213 3,040,794

Munawar B. Ahmad P.E.

Managing Director

SSGC
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Consolidated Statement of Changes in Equity

Balance at 30 June 2003 as
previously reported

Effect of change in accounting
policy (Note 2.2.1):

Final dividend for the year ended

30 June 2003 declared subsequent

to the year end
Restated Balance at 30 June 2003

Final Dividend for year ended
30 June 2003

Net surplus on remeasurement
of available for sale securities

Profit for the year
Transfer from general reserve
Restated Balance at 30 June 2004

Balance at 30 June 2004
as previously reported

Effect of change in accounting
policy (Note 2.2.1):

Final dividend for the year ended

30 June 2004 declared subsequent

to the year end
Restated Balance at 30 June 2004

Final dividend for the year ended
30 June 2004

Net surplus on remeasurement
of available for sale securities

Profit for the year
Transfer to general reserve

Balance at 30 June 2005

for the year ended 30 June 2005

(Rupees in ‘000)

Issued, Capital Revenue Surplus on  Unappropriated Total
subscribed reserves reserves remeasurement profit
and paid-up of available for
capital sale securities
6,711,743 234,868 2,263,490 93,461 381 9,303,943
- - - - 1,208,114 1,208,114
6,711,743 234,868 2,263,490 93,461 1,208,495 10,512,057
- - - - (1,208,114)  (1,208,114)
- - - 58,705 - 53,705
- - - - 996,723 996,723
- - (9,696) - 9,696 -
6,711,743 234,868 2,253,794 147,166 1,006,800 10,354,371
6,711,743 234,868 2,253,794 147,166 39 9,347,610
- ' ' - 1,006,761 1,006,761
6,711,743 234,868 2,253,794 147,166 1,006,800 10,354,371
- - - - (1,006,761)  (1,006,761)
- - - 5,730 - 5,730
- - - - 1,012,508 1,012,508
6,711,743 234,868 2,253,794 152,896 1,012,547 10,365,848

The annexed notes 1 to 51 form an integral part of these consolidated financial statements.

Aitzaz Shahbaz
Chairman

SSGC
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Munawar B. Ahmad P.E.
Managing Director



Notes to the Consolidated Statements

for the year ended 30 June 2005

1. STATUS AND NATURE OF BUSINESS

Sui Southern Gas Company Limited is a public limited company incorporated in Pakistan and is listed on
the Karachi, Lahore and Islamabad Stock Exchanges. 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.

Sui Southern Gas Provident Fund Trust (Pvt.) Limited is a wholly owned subsidiary of SuiSouthern Gas
Company Limited (the holding company). The company's registered office is situated at ST-4/B, Block-14,
Sir Shah Muhammed Suleman Road, Gulshan-e-Igbal, Karachi. The company was formed to facilitate
administration of employees' retirement funds.

Inter State Gas Systems (Pvt.) Limited ("The Jointly Controlled Entity") is incorporated in Pakistan as a private
limited company and is a joint venture between Sui Southern Gas Company Limited (SSGCL) and Sui
Northern Gas Pipelines Limited (SNGPL). ISGS has been established to explore and make arrangements
for import of natural gas from neighbouring countries. The controlling interest of holding company in Inter
State Gas Systems (Pvt.) Limited is 51%.

1.1 Basis of consolidation

The Group consists of:
- Sui Southern Gas Company Limited (SSGCL)
- Sui Southern Gas Provident Fund Trust (Pvt.) Limited

The consolidated financial statements include the financial statements of SSGCL - Holding Company and
its subsidiary company - "The Group".

The assets and liabilties of subsidiary company have been consolidated on a line-by-line basis and the
carrying value of investments held by the Holding Company is eliminated against the subsidiary's
shareholders' equity in the consolidated financial statements.

Intra-group balances and transactions have been eliminated.
2. SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of preparation

These consolidated financial statements have been prepared under the historical cost convention, except
for certain financial instruments which are carried at their fair values.

2.2  Statement of compliance

These consolidated financial statements have been prepared in accordance with approved accounting
standards as applicable in Pakistan and the requirements of the Companies Ordinance, 1984. Approved
accounting standards comprise such International Accounting Standards as are notified under the provisions of
the Companies Ordinance, 1984. Wherever the requirements of the Companies Ordinance 1984, or directives
issued by the Securities and Exchange Commission of Pakistan (SECP) differ with the requirements of
these standards, the requirements of the Companies Ordinance 1984, or the requirements of the said directives
take precedence.

SSGC
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221

23

2.3.1

2.3.2

2321

2.3.3

234

Changes in accounting policy

Dividend is recognised as a liability in the period in which it is declared. Upto previous year dividends that
were proposed after the balance sheet date but before the consolidated financial statements were authorised for
issue were recorded as a liability. The change was considered necessary due to revision in the Fourth
Schedule to the Companies Ordinance, 1984 effective from 5 July 2004. Such a change in policy has been
accounted for retrospectively and comparative consolidated financial statements have been restated in
accordance with the recommended benchmark treatment of IAS 8. Had there been no change, the
unappropriated profit and the current liabilities for the year ended 30 June 2005 would have been lower and
higher respectively by Rs. 1,006.761 million (2004: Rs.1,006.761 million).

Property, plant and equipment

Cost

Property, plant and equipment are stated at cost less accumulated depreciation.

Depreciation

Under a loan agreement with Asian Development Bank, the holding company is required to recognize a
minimum depreciation charge at 6% per annum of the gross value of its operating assets under the straight
line method.

Compressors and transmission lines

Depreciation is calculated under the straight-line method over the estimated useful lives of assets.
Depreciation on these assets is charged from the dates these projects are available for intended use up to
the date these are disposed off.

Other operating assets

Depreciation on other operating assets is calculated so as to write off the assets over their estimated useful
lives under the straight-line method with the exception of assets of meter manufacturing division which are
depreciated under the diminishing balance method.

A full year's depreciation is charged in the year of addition while no depreciation is charged in the year the
asset is disposed off, except for assets sold to employees under the service rules, in which case, depreciation

is charged until the date of disposal.

Depreciation is charged at rates mentioned in the notes 15.2, 15.3 and 15.4 to these consolidated financial
statements.

Subsequent expenditure (including normal repairs and maintenance)

Expenditure incurred to replace a component of an item of operating assets is capitalised and the asset so
replaced is retired. Other subsequent expenditure is capitalised only when it increases the future economic
benefits embodied in the item of operating asset. All other expenditure (including repairs and normal
maintenance) is recognized in the profit and loss account as an expense when it is incurred.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation and impairment losses, if any. Intangible
assets are amortised on a straight line basis over their estimated useful lives.
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2.3.5 Borrowing costs
Borrowing costs incurred on long term finances obtained for the construction of qualifying assets are
capitalised up to the date the respective assets are available for the intended use. All other mark-up, interest
and other related charges are taken to the profit and loss account currently.

2.3.6 Gains and losses on disposal
Gains and losses on disposal are taken to the profit and loss account currently.

2.3.7 Leased assets
Leased assets in terms of which the group assumes substantially all the risks and rewards of ownership
are classified as finance leases. Assets acquired by way of finance lease are stated at an amount equal to
the lower of its fair value and the present value of minimum lease payments at the inception of the lease,
less accumulated depreciation and impairment losses, if any. Lease payments are accounted for as

described in note 2.9 to these consolidated financial statements.

Depreciation on assets subject to finance lease is recognized in the same manner as for owned operating
assets.

2.4  Investments
Available-for-sale
Investments available-for-sale are stated at fair value with any resultant gains or losses recognized

directly in equity. These are recognized / derecognized by the group on the date it commits to purchase /
sell the investments.

All quoted investments are initially recognised at cost inclusive of transaction costs and are subsequently
marked to market using closing market quotation of Karachi Stock Exchange at the close of the financial
year. Impairment losses are charged to the profit and loss account. Unquoted investments are stated at
cost due to impracticability to determine their fair value less impairment loss, if any.

Held to maturity investments

Investments with a fixed maturity that the group has the intent and ability to hold to maturity are classified
as held to maturity investments. Held to maturity investments are carried at amortised cost using the
effective interest rate method.

Joint venture company

The group's interest in jointly conrolled entity in these consolidated financial statements has been
accounted for using equity method.

25 Stores, spares and loose tools

These are valued at cost determined under the moving average basis less impairment losses, if any.
Goods-in-transit are valued at cost incurred up to the balance sheet date.

SSGC
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2.6

2.7

2.8

2.9

2.10

Stock-in-trade
Gas in pipelines

Stock of gas in transmission pipelines is valued at the lower of cost, determined on weighted average basis,
and net realisable value.

Meter manufacturing division

Components (materials) are valued at lower of moving average cost and net realisable value.
Work-in-process includes the cost of components only (determined on a moving average basis). Finished
goods are stated at the lower of cost determined on an average basis and net realisable value and includes
appropriate portion of labour and production overheads. Components in transit are stated at cost incurred

up to the balance sheet date.

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

Trade debts and other receivables

. Trade debts are carried at cost (invoiced amount, which is the fair value of the consideration
receivable for sale of gas) less an estimate for impaired receivables.

. Other receivables are stated at cost less impairment losses, if any.

. Bad debts are written off when identified.

Trade and other payables

Trade and other payables are stated at cost.

Mark-up bearing borrowings

Long term financing

Mark-up bearing borrowings are recognized initially at cost, less attributable transaction costs. Subsequent
to initial recognition, mark-up bearing borrowings are stated at original cost less repayments, while the
difference between the cost (reduced for periodic payments) and redemption value is recognized in the
profit and loss account over the period of the borrowings on an effective mark-up basis.

Leases

The holding company accounts for lease obligations by recording the asset and the corresponding liability
determined on the basis of discounted value of minimum lease payments. Financial charges are recog-
nized in the profit and loss account using the effective mark-up rate method.

Provisions

Provisions are recognized when the group has a present legal or constructive obligation as a result of past

events, it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate of the amount can be made.
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2.1

212

213

Deferred credit

Amounts received from customers and the Government as contributions and grants for providing service
connections, extension of gas mains, laying of transmission lines, etc. are deferred and recognized in the
profit and loss account over the useful lives of the related assets.

Taxation

Income tax on the profit and loss for the year comprises current and deferred tax.

Current

Provision for current taxation is based on taxable income at the current rates of taxation, after taking into
account the available tax credits and rebates.

Deferred

Deferred tax is recognized using the balance sheet liability method on all significant temporary differences
between the amounts attributed to assets and liabilities for financial reporting purposes and amounts used
for taxation purposes. A deferred tax asset is recognized only to the extent that it is probable that future
taxable profits will be available against which the asset can be utilised. Deferred tax assets are reduced to
the extent that it is no longer probable that the related tax benefit can be realized. Deferred tax is calculated
at rates that are expected to apply to the period when the differences reverse based on tax rates that have
been enacted or substantially enacted at the balance sheet date.

Revenue recognition

. revenue from gas sales is recognized on the basis of gas supplied to customers at rates periodically
announced by the Oil and Gas Regulatory Authority (OGRA).

. meter rental income is recognized monthly at specified rates for various categories of customers on
an accrual basis.

. revenue from sale of meters and gas condensate is recognized on dispatch to the customers.

. deferred credit income is amortised to the profit and loss account over the useful lives of related
assets (refer note 2.11 also).

. dividend income on equity investments is recognized when right to receive the same is established.

. profit on investments in securities, term deposits, royalty income and pipeline rental income are
recognized on an accrual basis.

. late payment surcharge is recognized from the date the billed amount is due.

. revenue from gas shrinkage in LPG extraction plant of Jamshoro Joint Venture Limited is recognised
on accrual basis.

. return on Defence saving certificates is accrued on the basis of effective profit rate method on the
assumption that these certificates will be retained upto maturity.

SSGC
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under the provisions of an agreement with Asian Development Bank for Loan no. 1138-Pak, the
holding company is required to earn a minimum annual return before taxation of 17% per annum of
the net average operating fixed assets for the year, excluding financial and other non-operating
charges and non-operating income. The determination of annual required rate of return is reviewed
by OGRA under the terms of the licence 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 Government of Pakistan (GoP) and is adjusted from / to the gas devel-
opment surcharge balance payable to / receivable from GoP.

2.14 Impairment

The carrying amount of the assets is reviewed at each balance sheet date to determine whether there is
any indication of impairment of any asset or a group of assets. If any such indication exists, the recover-
able amount of such assets is estimated and impairment losses are recognized in the profit and loss
account.

2.15 Staff retirement benefits

The holding company operates the following retirement schemes for its employees:

SSGC
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Approved funded pension and gratuity schemes for all employees.

Contributions to the schemes are made on the basis of actuarial valuations under the projected unit
credit method.

Actuarial gains / losses are recorded based on actuarial valuation that is carried out annually.
Unrecognized actuarial gains and losses, relating to non-executive and executive employees defined
benefit plans, exceeding ten percent of the greater of the present value of defined benefit obligations
and the fair value of plan assets, are recognized in the consolidated profit and loss account over the
expected average remaining working lives of the employees participating in the plan. Otherwise the
actuarial gains or losses are not recognized.

Past service cost is recognized in the profit and loss account over the average period until the
benefits become vested. To the extent that the benefits vest immediately, the expense is recognized
immediately in the profit and loss account.

Unfunded free medical and gas supply facility schemes for its executive employees.

Liability under these schemes is recognized in the period in which the benefit is earned based on the
actuarial valuations carried out under the projected unit credit method.

The free gas supply facility has been discontinued for employees retiring after 31 December 2000.
Actuarial gains / losses are recorded based on actuarial valuation that is carried out annually.
Unrecognized actuarial gains or losses, exceeding ten percent of the present value of the defined
benefit obligation, are recognized in the profit and loss account over the expected average remaining
working lives of the employees participating in the plan. Otherwise, the actuarial gains or losses are
not recognized.

Approved contributory provident funds for all employees (defined contribution scheme).

Contributions by the holding company and employees are made on the basis of basic salary.

A non-contributory benevolent fund, under which only the employees contribute to the fund.



2.16 Compensated absences

The liability for accumulated compensated absences of employees is recognized in the period in which
employees render service that increases their entitlement to future compensated absences.

2.17 Foreign currency translation

Transactions in foreign currencies during the year are translated into Pak rupees at the exchange rates
prevailing on the date of transaction. Monetary assets and liabilities in foreign currencies are translated into
Pak rupees at the rates of exchange ruling on the balance sheet date. Exchange gains and losses are
taken to the profit and loss account currently.

2.18 Derivative financial instruments

Derivative financial instruments are recognized initially at cost. Subsequent to initial recognition, the
derivative financial instruments are stated at fair value. The holding company currently is maintaining
hedging relationships for foreign currency loans discussed in note 2.19 below. Changes in fair value of this
derivative instrument are recognized in the profit and loss account, along with any changes in the carrying
value of the hedged liability.

2.19 Hedging

The holding company has obtained foreign currency loans from Asian Development Bank (ADB) which are
covered under the exchange risk coverage scheme of the Government of Pakistan. Under this
arrangement, the company is entitled to claim from the Government the differential between the actual
payments to ADB and the contracted value of principal and interest amounts. As stated in note 2.18 above,
changes in the fair value of hedged liability are recognized in the profit and loss account. For consolidated
financial statements presentation purposes, the fair values of the hedging instrument and the hedged
liability are off set and net amounts reported, while relevant break-ups are given in the notes to the
consolidated financial statements (refer note 5.1 to these consolidated financial statements). The above
hedging qualify as a fair value hedge.

2.20 Fiduciary assets

Assets held in trust or in a fiduciary capacity by the Group are not treated as assets of the holding company
and accordingly are not included in these consolidated financial statements.

2.21 Off-setting

Financial assets and liabilities are off set and the net amount is reported in the consolidated financial
statements only when there is a legally enforceable right to set-off the recognized amount and the Group
intends either to settle on a net basis, or to realise the assets and to settle the liabilities simultaneously.

2.22 Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of cash flow
statement, cash and cash equivalents comprise cash on hand and deposits in banks, short term running
finance under mark-up arrangement, term liquid investments that are readily convertible to known amounts
of cash and which are subject to insignificant changes in value.
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4.1

4.2

4.3

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

2005 2004 Note 2005 2004
(Number) (Rupees in '000)
219,566,554 219,566,554  Ordinary shares of Rs. 10 each 2,195,666 2,195,666

fully paid in cash

451,607,777 451,607,777  Ordinary shares of Rs. 10 each 4,516,077 4,516,077
issued as fully paid bonus shares

671,174,331 671,174,331 6,711,743 6,711,743

RESERVES

Capital reserves

Share capital restructuring reserve (due to merger) 4.1 146,868 146,868

Fixed assets replacement reserve 4.2 88,000 88,000
234,868 234,868

Revenue reserves

Dividend equalisation reserve 36,000 36,000

Special reserve 4.3 333,141 333,141

General reserve:

- Balance at 1 July 1,884,653 1,894,349
- Transferred during the year - (9,696)
- Balance at 30 June 1,884,653 1,884,653
2,253,794 2,253,794
2,488,662 2,488,662

Share capital restructuring reserve

This represents the reduction of share capital of former Sui Gas Transmission Company Limited (SGTC)
due to merger of Sui Gas Transmission Company Limited and Southern Gas Company Limited (SGC) in
March 1989.

Fixed assets replacement reserve

This represents profit allocated in 1986 by former Southern Gas Company Limited for replacement of gas
distribution lines in rural Sindh areas. Subsequently all the rehabilitation activities were carried out from
company's working capital.

Special reserve

This represents accumulated balance arising on a price increase of Rs. 4.10 per MCF granted to the
holding company by the Government of Pakistan (GoP) in January 1987 retrospectively from 1 July 1985
to enable the holding company to meet the requirements of Asian Development Bank regarding debt /
equity ratio and other financial covenants specified in loan agreements with them.
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Note 2005 2004
(Rupees in ‘000)
5. LONG TERM FINANCING
Secured

- Loans from banking companies and financial institution

Foreign currency loans 5.1 - 445,711
Local currency loans 5.2 6,750,000 3,000,000
6,750,000 3,445,711

- Other loans
Redeemable capital 5.3 416,330 1,165,748

Unsecured - other loans

Consumer financing 5.4 36,850 33,291
7,203,180 4,644,750

5.1 Foreign currency loans
(Asian Development Bank)
Installment Repayment
payable period

836-Pak - at year end spot exchange rate half-yearly 1994 - 2005 - 273,695
1138-Pak - at year end spot exchange rate half-yearly 1996 - 2005 740,197 2,093,574
740,197 2,367,269

Exchange loss recoverable from GOP 5.1.1 (294,486) (1,009,556)
445,711 1,357,713

Less: Current portion shown under current liabilities (445,711) (912,002)
- 445,711

5.1.1 The holding company has obtained exchange risk cover from the Government of Pakistan (GoP) in respect
of its foreign currency loans 836-Pak and 1138-Pak acquired from Asian Development Bank (ADB). The
exchange risk coverage arrangement allows the holding company to claim the differential between the
actual payments to ADB and the contracted value of principal and interest amounts from the GoP.
Repayment of these loans have been guaranteed by the GoP.
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5.2

5.2.1

5.2.2

5.2.3

5.3

5.3.1

Local currency financing Installment Repayment Note 2005 2004
payable period (Rupees in '000)

United Bank Limited - term loan half-yearly 2005 - 2009 5.2.1 1,000,000 1,000,000
Standard Chartered Bank led syndicated loan  half-yearly 2006 - 2009 52.2 3,000,000 2,000,000
National Bank of Pakistan led syndicated loan  half-yearly 2007 - 2010 5.2.3 3,000,000 -

7,000,000 3,000,000

Less: Current portion shown under current liabilities
United Bank Limited - term loan (250,000) -

6,750,000 3,000,000

The loan is secured by a first pari passu fixed charge created by way of hypothecation over movable fixed
assets of the holding company comprising compressor stations, transmission pipelines, distribution
pipelines and pipelines construction machinery and equipment. The facility carries mark-up at 1 percent
above last six months treasury bills auction cut-off rate and is repayable in equal semi-annual installments
of Rs. 125 million (principal amount) commencing from 25 December 2005.

The loan is secured by a first pari passu fixed charge created by way of hypothecation over all its present
and future moveable fixed assets comprising compressor stations, transmission and distribution pipelines
and pipelines construction machinery and equipment. The facility carries mark-up at 0.9 percent above the
average six months ask side KIBOR rate. The loan was drawn in tranches of Rs. 2.0 billion and Rs. 1.0
billion on 29 June 2004 and 30 September 2004 respectively. First tranche of Rs. 2.0 billion is payable in
equal semi-annual installments of Rs. 333.34 million (principal amount) commencing from 28 December
2006 whereas second tranche of Rs. 1.0 billion is payable in equal semi annual installments of Rs. 166.67
million (principal amount) commencing from 30 March 2007.

The loan is secured by a first pari passu fixed charge created by way of hypothecation over all its present
and future moveable fixed assets comprising of compressor stations, transmission and distribution
pipelines and pipelines construction machinery and equipment. The facility carries mark-up at 1.25 percent
above the average three months ask side KIBOR payable quarterly starting from 29 September 2005. The
principal amount is repayable in semi annual installments of Rs. 500 million commencing from 30
December 2007.

Redeemable capital - (non-participatory and secured)

Installment Repayment
payable period

Term finance certificates (TFC 1) half-yearly 2001 - 2006 5.3.1 333,080 666,140
Term finance certificates (TFC 2) half-yearly 2002 - 2007 5.3.1 832,665 1,249,000
1,165,745 1,915,140

Less: Current portion shown under current liabilities (749,415) (749,392)
416,330 1,165,748

Liability against term finance certificates (TFC) is secured by first pari passu charge on all present and
future machinery and equipment and other moveable properties of the holding company at specified
locations along with the mortgage by deposit of title deeds of the holding company's head office building.
These TFCs have been rated as AA by Pakistan Credit Rating Agency (Private) Limited (PACRA). Mark-
up not due on these TFCs, as at 30 June 2005, amounted to Rs. 141.529 million (at floor rate).
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Salient features of the TFCs are as follows:

Particulars Total
tenure

TFC 1 5 years

TFC 2 5 years

Semi annual installments

- Rs. 0.20 million from
1 December 2001 to 1 June 2003

- Rs. 166.53 million from
1 December 2003 to 1 June 2006

- Rs. 0.25 million from
1 December 2002 to 1 June 2004

- Rs. 208.167 million from
1 December 2004 to 1 June 2007

Profit rate (before

Prompt payment rebate)

- 14.15% during the first two

years of issuance (fixed rate).

- SBP discount rate plus
1.10% per annum for
remaining life

- Floor of 13% per annum
and cap of 18% per annum
throughout the remaining
life of issuance.

- SBP discount rate plus
1.10% per annum.

- Floor of 11.5% per annum
and cap of 16% per annum
throughout the life of

prompt payment

- If TFC installment is
redeemed on or prior to the
scheduled redemption date
and is linked to the SBP
discount rate.

2004

(Rupees in '000)

291,166
666,140

797,018
—451.982

1,249,000
1,915,140

44,811

issuance.
Note 2005
5.3.2 Holding position of TFCs as at 30 June
- Tranche 1
Banking companies and other financial institutions 187,361
Others 145,719
333,080
- Tranche 2
Banking companies and other financial institutions 523,017
Others _309.649
832,666
1,165,746
5.4  Consumer financing
Consumer financing 5.4.1 52,868
Current portion shown under current liabilities (16,018)
36,850

(11,520)
33,291

5.4.1 This represents the outstanding balance of contributions received from certain industrial customers for the
laying of distribution mains for supply of gas to their premises. These balances carry mark-up at varying
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6.1

6.2

8.1

SSGC

rates up to 15 percent per annum and are adjustable in 48 installments through credits in their monthly gas
bills.
Note 2005 2004
(Rupees in '000)
LONG-TERM DEPOSITS

Security deposits from:

- Gas customers 6.1 1,785,403 1,591,115
- Gas contractors 6.2 21,292 18,631
1,806,695 1,609,746

Customers' deposits represent gas supply deposits based on an estimate of three months consumption of
gas sales to industrial and commercial customers while deposits from domestic customers are based on
the rates fixed by the Government of Pakistan. These deposits are repayable / adjustable on disconnec-
tion of gas supply. Mark-up at 5 percent per annum is payable by the holding company on deposits from
the industrial and commercial customers. No mark-up is payable on deposits received from domestic
customers.

These represent security deposits received from the contractors. These deposits are free of mark-up and
are refundable on the cancellation of contract.

DEFERRED TAX LIABILITIES

Deferred tax liability on

Taxable temporary difference (accelerated tax depreciation) 3,626,349 3,247,128

Deductible temporary differences:

- provision against employee benefits (323,351) (281,640)

- provision against doubtful trade debts (396,667) (433,803)

- others (31,090) (35,266)
(751,108) (750,709)

Net deferred tax liability 2,875,241 2,496,419

EMPLOYEE BENEFITS

Provision for post retirement medical and gas

supply facilities - executives 718,799 650,069
Provision for compensated absences - executives 8.1 129,133 122,253
847,932 772,322

Provision for compensated absences - executives

Balance as at 1 July 122,253 108,172
Provision made during the year 6,880 14,081
Balance as at 30 June 129,133 122,253
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9.1

9.2

10.

DEFERRED CREDIT

- Government contributions / grants
Balance at 1 July
Additions /(reversal) during the year

Transferred to profit and loss account
Balance at 30 June

- Contribution from customers
Balance at 1 July

Additions during the year

Transferred to profit and loss account
Balance at 30 June

Note

9.1

9.2

2005

2004

(Rupees in '000)

222,567 -
(34,948) 234,281
187,619 234,281

(3,796) (11,714)
183,823 222,567

1,488,828 1,438,214
265,779 184,139

1,754,607 1,622,353

(147,066) (133,525)

1,607,541 1,488,828

1,791,364 1,711,395

This represents amount received from Government for supply of gas to new towns and villages and are
recognized as grant when the conditions specified by Government are met.

This represent amount received from customers for the cost of service lines and gas mains, etc. As stated
in note 2.11 to these consolidated financial statements, deferred credit is being amortised over estimated

useful life of related assets.
TRADE AND OTHER PAYABLES

Creditors for:
- gas
- supplies

Amount received from customers/
Government of Pakistan for laying of mains, etc.
Gas development surcharge payable to
the Government of Pakistan
Accrued liabilities
Payable to staff gratuity funds
Provision for compensated absences - non-executives
Sales tax payable
Workers' profit participation fund
Deposits / retention money
Bills payable
Advance for sharing right of way
Unclaimed dividend
Withholding tax payable
Unclaimed term finance certificate redemption profit
Others

10.1

10.2

10.3

104

7,767,374 5,882,140
263,894 127,725
8,031,268 6,009,865
1,505,717 931,469
378,453 433,655
544,645 252,876

- 153,342
55,422 55,129

- 123,999
83,658 82,837
82,115 79,541
63,927 23,097
18,088 18,088
19,053 11,020
3,618 3,961
13,493 3,883
126,658 180,118
10,926,115 8,362,880
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Note 2005 2004
(Rupees in '000)
10.1 Provision for compensated absences - non-executives

Balance as at 1 July 55,129 46,560
Provision made during the year 293 8,569
Balance as at 30 June 55,422 55,129

10.2 Workers' profit participation fund

Balance at 1 July 82,837 107,922
Allocation for the year 83,658 82,837
Mark-up on funds utilised in the holding company's business 817 1,557

167,312 192,316
Amount deposited with the Government / paid to employees (83,654) (109,479)
Balance at 30 June 83,658 82,837

10.3 This amount was received by Sui Gas Transmission Company Limited (now Sui Southern Gas Company
Limited - SSGCL) from Pak Arab Refinery Limited (PARCO) in accordance with an agreement dated 12
October 1988. It represents consideration for 50 percent share of PARCO in the indus right bank pipeline
common right of way and is the full settlement of PARCO's total liability for its share, irrespective of the final
amount of compensation payable to the land owners by holding company. The final liability of holding
company has not been estimated, as the amount of compensation due to land owners has not been
determined by the authorities. Accordingly, the amount received from PARCO has been classified as an
advance.

10.4 This includes advance pipeline rental of Rs. 50.541 million (2004: Rs. 79.947 million).
11. INTEREST AND MARK-UP ACCRUED

Mark-up / interest and other charges on:
- Long term financing :

- Foreign currency loans 111 5,442 15,497
- Local currency loans 39,930 39,369
- Redeemable capital 10,642 17,694
- Long term deposits from customers 49,111 40,214
- Short term borrowing 24,478 -
- Late payment of gas development surcharge 55,417 55,417
185,020 168,191
Accrued finance charge on liabilities against
assets subject to finance lease - 210
185,020 168,401

11.1  This includes interest of Rs. 0.634 million (2004: Rs. 2.577 million ) payable to Asian Development Bank
on long term loan acquired from them. This amount is net of exchange loss of Rs. 0.419 million
(2004: Rs. 1.656 million) which will be received from the Government of Pakistan on payment of interest
as stated in note 2.19.

12.  SHORT TERM BORROWING - secured - from banking companies

Short term money market loan 12.1 220,000 -

SSGC
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12.1 The facilities for short term running finance / short term loan available from various banks amount to
Rs. 2,620 million (2004: Rs. Nil) and carry mark up at 0.25 to 1.00 percent above the average one month
KIBOR or that for the tenure of the facility which ever is applicable. The facilities are secured by first pari
passu hypothecation charge over present and future stock in trade and book debts of the holding company

Note 2005 2004
(Rupees in '000)
13. CURRENT PORTION OF LONG TERM FINANCING

Foreign currency loans 5.1 445,711 912,002
Local currency loans 52 250,000 -
Redeemable capital 5.3 749,415 749,392
Consumer financing 5.4 16,018 11,520
1,461,144 1,672,914
Liabilities against assets subject to finance lease - 43,664

1,461,144 1,716,578

14. CONTINGENCIES AND COMMITMENTS

14.1  Claims against the holding company not acknowledged as debt 149& 1410 1,942,096 98,345
14.2  Aggregate commitments for capital and other expenditure 1,733,410 2,894,033
14.3  Guarantees issued on behalf of the holding company 3,504 10,160

14.4 Demand finance facilities have been given to the holding company's employees by certain banks for the
purchase of vehicles against the holding company's guarantee and hypothecation of holding company's
stock of pipes, gas meters, regulators, etc. valuing Rs. 75 million and holding company's investment in
shares having a face value of Rs. 0.5 million (2004: Rs. 0.5 million). Loan outstanding at the year end was
Rs. 25.036 million (2004: Rs. 28.671 million).

14.5 Water and Power Development Authority (WAPDA) has lodged a claim against the holding company
amounting to Rs. 491.11 million for short supply of gas under the provisions of an agreement dated 10
April 1995 between the holding company and WAPDA. The holding company has not accepted the claim
and has filed a counter claim due to its (WAPDA) failure to uplift minimum quantities during certain other
periods. Provision against this liability has not been made as the holding company is confident that
ultimately the resolution of the claim lodged would be in its favour.

14.6 WAPDA has also raised a claim of Rs. 98.941 million for the alleged low Gas Chlorofic Value (GCV)
measurement for the period from January 2002 to December 2002 and February 2003 as compared to the
actual GCV billed by the holding company. The holding company has not accepted the claim as it is still
disputing WAPDA's measurement. Provision against this liability has not been made as the holding
company is confident that ultimately the resolution of the claim would be in its favour.

SSGC

annual report 2005| 2



SSGC

14.7

14.8

14.9

14.10

15.

The holding company is in litigation against certain temporary assignees who were relieved in the previous
years. The Federal Services Tribunal (FST) had ordered the holding company to absorb 981 of these
assignees. The holding company had filed an appeal before the Honourable Supreme Court of Pakistan
against the orders of the FST, which was dismissed by the Honourable Supreme Court. The holding
company has filed a Review Petition with the Honourable Supreme Court against the rejection of the holding
company’s appeal and the Federation has also filed a Civil Miscellaneous Application (CMA) against the
said order. In addition, there are 575 cases pending with the FST, 1,688 with the Honourable Supreme
Court of Pakistan on identical issues. No provision has been made in these consolidated financial
statements as the same cannot be quantified at this stage.

Oil and Gas Development Company Limited (OGDCL) has revised a claim of Rs. 533.371 million for
supply of gas to the customers of Dera Bugti and Pirkoh areas from its Loti gas field from June 2001 to
August 2005, after the discontinuation of gas purchases by the holding company due to full dedication of
Loti gas field to Sui Northern Gas Pipelines Limited. The claim upto 30 June 2005 is Rs. 504 million. The
holding company has not accepted the claim as neither a formal agreement has been executed with them
for the above supply of gas, nor has the holding company received any gas in its system. During the last
year the company approached the Director General (Gas), Ministry of Petroleum and Natural Resources
(MNPR), Government of Pakistan for the resolution of the matter. Director General (Gas) through their
letter dated 1 March 2005 referred to an earlier decision taken in this regard against the holding company
on 18 April 2001 and asked the holding company for its comments in this regard. Provision has not been
made in these consolidated financial statements for the claim as the holding company is confident that
ultimately the resolution of claim will be in its favour.

This includes a claim of Rs. 1,758 million lodged by GoP during the year against the holding company in
respect of exchange risk fee on ADB loans. The claim is based on the view that payment of exchange risk
fee should be based on the prevailing rates at the date of payment instead of booked rate (contracted rate).
Based on the experts' opinions, the company is of the view that its treatment of exchange risk fee is
correct and the likelihood of the occurrence of this liability is remote. Hence, no provision has been made
in the financial statements.

The management is confident that ultimately these claims (note 14.1) would not be payable.
Note 2005 2004

(Rupees in '000)
PROPERTY, PLANT AND EQUIPMENT

Operating assets 15.1 19,235,207 16,664,581
Capital work in progress 15.8 2,405,921 831,987
21,641,128 17,496,568
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15.1 Operating assets

Owned

Gas transmission system 152

Gas distribution system 15.3

- Karachi, Sindh
- Other areas of Sindh

- Balochistan

Meter manufacturing

division 154

Leased

Gas distribution system

2005

2004

Cost at Additions/ Costat  Accumulated Charge for the Accumulated  Written down
1 July (deletions)/ 30June  depreciation  year/(accumulated depreciation value at
2004 adjustments * 2005 at 1 July depreciation on at 30 June 30 June
2004 deletions)/ 2005 2005
adjustments *
(Rupees in ‘000)
19,551,182 2,644,859 22,159,532 13,204,657 1,081,137 14,253,989 7,905,543
(60,739) (56,034)
24,230 * 24229 *
8,882,425 883,715 9,724,529 3,647,598 543,950 4,157,884 5,566,645
(42,634) (34,687)
1,023 * 1,023 *
5,217,807 498,906 5,907,761 2,178,331 335,791 2,509,164 3,398,597
(15,366) (15,366)
206,414 * 10,408 *
2,911,920 624,481 3,535,111 1,024,641 207,911 1,231,262 2,303,849
(1,290) (1,290)
17,012,152 2,007,102 19,167,401 6,850,570 1,087,652 7,898,310 11,269,091
(59,290) (51,343)
207,437 * 11,431 *
229,060 1,967 230,236 163,367 6,892 169,663 60,573
(791) (596)
36,792,394 4,653,928 41,557,169 20,218,594 2,175,681 22,321,962 19,235,207
(120,820) (107,973)
231,667 * 35,660 *
102,000 - 11,219 -
(102,000) * (11,219) *
36,894,394 4,653,928 41,557,169 20,229,813 2,175,681 22,321,962 19,235,207
(120,820) (107,973)
129,667 * 24,441 *
34,925,885 1,997,941 36,894,394 18,319,249 1,937,823 20,229,813 16,664,581
(29,432) (27,259)
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15.2 Operating assets - gas transmission system

Costat Additions/ Costat Accumulated  Charge forthe = Accumulated Written down Depreciation

1Jduly (deletions) 30 June depreciation year/(accumulated depreciation value at rate (%) /
2004 adjustments * 2005 at 1 July depreciation on at 30 June 30 June remaining
2004 deletions)/ 2005 2005 life (years)**

adjustments *

(Rupees in ‘000)

Owned
Freehold land 47,747 - 47,747 - - - 47,747
Leasehold land 95,538 30,266 125,804 - - - 125,804 -
Buildings on freehold land 279,291 - 279,291 115,801 5,800 121,601 157,690 5
Buildings on leasehold land 904,781 36,091 940,872 146,110 54,702 200,812 740,060 5
Gas transmission pipelines 13,563,161 2,109,206 15,672,367 9,183,101 749,030 9,932,131 5,740,236 2-38 **
Compressors 2,278,245 17,565 2,320,251 1,930,384 33,132 1,987,957 332,294 1-14*
24,441+ 24,441+
Telecommunication 582,790 2,584 585,374 524,299 39,803 564,102 21,272 15
Plant and machinery 390,119 33,238 420,867 208,685 40,119 246,314 174,553 10
(2,279) (2,279)
(211) * (211) *
Tools and equipment 89,581 19,035 108,030 84,023 9,646 93,083 14,947 33.33
(586) (586)
Motor vehicles 313,936 130,184 405,121 236,372 44,856 246,933 158,188 20
(38,999) (34,294)
(1
Furniture and Fixture 100,366 2,929 103,295 67,000 15,797 82,797 20,498 20
Office Equipment 177,998 22,934 197,794 162,148 4,727 163,737 34,057 20
(3,138) (3,138)
Computer and ancillary
equipments 103,746 57,827 149,399 73,085 24,901 85,812 63,587 20
(12,174) (12,174)
Supervisory control and data 138,832 137,137 275,969 20,824 41,395 62,219 213,750 15
acquisition system
Construction equipment 485,051 45,863 527,351 452,825 17,229 466,491 60,860 20
(3,563) (3,563)
2005 19,551,182 2,644,859 22,159,532 13,204,657 1,081,137 14,253,989 7,905,543
(60,739) (56,034)
24,230 * 24,229 *
2004 18,910,257 650,822 19,551,182 12,249,360 963,863 13,204,657 6,346,525
(9,897) (8,560)
(6)*

Depreciation is being charged as stated in note 2.3.2
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15.3 Operating assets - gas distribution system

Owned
Freehold land
Leasehold land

Buildings on freehold land

Buildings on leasehold land

Gas distribution system, related 15,959,986

facilities and equipment
(Note 15.3.1)
Telecommunication
Plant and machinery
Roads, pavements and
related infrastructures
Tools and equipment
Motor vehicles
Furniture and Fixture

Office equipment

Computer and ancillary
equipment

Supervisory control and data

acquisition system

Leased

Gas distribution system

2005

2004

rate

(%)

33.33

20

20

20

20

Costat Additions/ Costat Accumulated  Charge forthe =~ Accumulated Written down Depreciation
1Jduly (deletions) 30 June depreciation year/(accumulated depreciation value at
2004 adjustments * 2005 at 1 July depreciation on at 30 June 30 June

2004 deletions)/ 2005 2005
adjustments *
(Rupees in ‘000)

9,859 9,859 9,859
32,877 1,400 34,277 34,277
45,201 45,201 23,381 1,946 25,327 19,874
90,177 22,594 112,771 39,989 5,425 45,414 67,357

1,793,412 17,960,624 6,081,836 993,551 7,086,607 10,874,017
207,226 * 11,220 *

7,964 862 8,609 6,793 434 7,010 1,599
(217) (217)

240,893 50,377 287,760 191,698 15,293 203,481 84,279
(3,721) (3,721)
211 211

1,010 1,010 1,010 - 1,010

44,510 10,063 54,019 39,780 6,966 46,192 7,827
(554) (554)
306,751 103,970 369,062 231,483 46,253 244,003 125,059
(41,659) (33,733)
18,632 3,725 21,955 17,362 1,129 18,089 3,866
(402) (402)
45,476 6,804 51,344 37,320 4,761 41,145 10,199
(936) (936)
109,700 13,895 111,794 80,802 11,894 80,916 30,878
(11,801) (11,780)
99,116 99,116 99,116 99,116
17,012,152 2,007,102 19,167,401 6,850,570 1,087,652 7,898,310 11,269,091
(59,290) (61,343)
207,437 * 11,431 *
102,000 11,219
(102,000) * (11,219) *
17,114,152 2,007,102 19,167,401 6,861,789 1,087,652 7,898,310 11,269,091
(59,290) (51,343)
105,437 * 212+
15,792,566 1,341,121 17,114,152 5,914,093 966,389 6,861,789 10,252,363
(19,535) (18,699)
6*

SSGC

annual report 2005| 2



15.3.1 This includes addition of Rs. 105.226 million relating to the Government financed Gas Distribution Projects
in areas of Naudro, Sanghar and Mirpur Khas. Upto 30 June 2004, these projects were being managed by
the company on behalf of Government of Pakistan (GoP) and were held on trust on behalf of GoP. During
the year the Government of Pakistan has granted these assets to the holding company at book values
which approximate their fair values. Accordingly these assets have been recorded in holding company's
books of accounts.

15.4 Operating assets - meter manufacturing division

Costat Additions/ Costat Accumulated Charge for Accumulated Written down Depreciation
1Jduly (deletions)) 30 June depreciation the year depreciation value at rate
2004 adjustments * 2005 at 1 July at 30 June 30 June
2004 2005 2005 (%)
(Rupees in ‘000)
Owned
Building on leasehold land 7,522 738 8,260 6,381 188 6,569 1,691 10
Telecommunication 103 - 80 61 3 47 33 10
(23) (17)
Plant and machinery 209,664 709 209,713 152,335 5,935 157,773 51,940 10 & 40
(660) (497)
Tools and equipment 3,160 239 3,399 1,229 217 1,446 1,953 10
Furniture and equipment 561 - 527 367 17 361 166 10
(34) (23)
Office equipment 6,940 281 7,147 2,527 456 2,924 4,223 10
(74) (59)
Computer and ancillary
equipment 1,110 - 1,110 467 76 543 567 10
2005 229,060 1,967 230,236 163,367 6,892 169,663 60,573
(791) (596)
2004 223,062 5,998 229,060 155,796 7,571 163,367 65,693
2005 2004

(Rupees in '000)
15.5 Details of the depreciation for the year are as follows:

Profit and loss account:

Transmission, distribution and selling costs 2,054,374 1,827,627
Administrative expenses 97,186 94,568
2,151,560 1,922,195

Meter manufacturing division

Profit and loss account 3,893 4,293
Gas meters components produced 2,999 3,278
6,892 7,571

Capital projects 17,229 8,057
2,175,681 1,937,823
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15.6 Disposal of property plant and equipment

Details of disposal of operating assets are as follows:

Cost Accumulated Written Sale Gain on
depreciation down value proceeds sale
---------------------- (Rupees in ‘000)---=-==============----
Construction equipment
Written down value not
exceeding Rs. 50,000 each 3,563 3,563 1,122 1,122
3,563 3,563 1,122 1,122
Office equipment
Written down value not
exceeding Rs. 50,000 each 4,584 4,558 26 458 432
4,584 4,558 26 458 432
Personal computers and allied equipments
Written down value not
exceeding Rs. 50,000 each 23,975 23,954 21 191 170
23,975 23,954 21 191 170
Plant and machinery
Written down value not
exceeding Rs. 50,000 each 6,660 6,497 163 934 771
6,660 6,497 163 934 771
Tools
Written down value not
exceeding Rs. 50,000 each 1,140 1,140 68 68
1,140 1,140 68 68
Telecommunication
Written down value not
exceeding Rs. 50,000 each 240 234 6 13 7
240 234 6 13 7
Motor vehicles
Written down value not 49,724 49,724 43,164 43,164
exceeding Rs. 50,000 each
As per service rules of 934 882 52 70 18
the company
939 719 220 220 -
973 900 73 73 -
935 784 151 151 -
893 772 121 121 -
773 698 75 75 -
560 434 126 126 -
546 480 66 66 -
560 353 207 207 -
600 120 480 480 -
438 421 17 33 16
546 519 27 41 14
Insurance claim 15,232 9,240 5,992 12,421 6429
Written-off 7.005 1,981 5.024
80,658 68,027 12,631 57,248 49,641
30 June 2005 120,820 107,973 12,847 60,034 52,211
30 June 2004 29,432 27,259 2173 19,494 17,321

Particulars Mode of
of buyers disposal

Various Tender

Various Tender

Various Tender

Various Tender

Various Tender

Various Tender

Various Tender

Anees Ansari

Sirajuddin Shaikh

Rashid Hameed Khan

Yasin Mughal

G.K. Shahwani

Abdul Shakoor Memon
Qazi Madni

Idrees Ahmed
Aijaz Hussain Malik
Rehan Omar Malik
Dedar Hussain
Narain Jagasia

National Insurance
Written off
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15.7 Borrowing costs capitalised during the year in gas transmission system amounted to Rs. 83.282 million (2004: Rs.
24.009 million). Borrowing cost relating to TFCs were capitalized @ 11.5% for Gas Infrastructure Rehabilitation and
Expansion Project (GIREP) and general borrowings for other capital expenditures at capitalization rate of 7.8%.

Note 2005 2004
(Rupees in '000)
15.8 CAPITAL WORK-IN-PROGRESS

Projects:
- Gas distribution system 433,384 163,358
- Indus right bank pipeline (IRBP) compression project - 24,441
- Cost of buildings under construction 6,980 2,641
- Gas infrastructure rehabilitation and expansion project 6,123 89,104
446,487 279,544
Stores and spares held for capital projects 15.8.1 1,945,027 554,970
Advances for land acquisition 2,972 6,389
Others 11,435 15,525
1,959,434 576,884
2,405,921 856,428
Provision for impairment (IRBP) - (24,441)
2,405,921 831,987
15.8.1 Stores and spares held for capital projects
Gas transmission 610,734 195,682
Gas distribution 1,380,777 401,459
1,991,511 597,141
Provision for slow moving and obsolete stores (46,484) (42,171)
1,945,027 554,970

Stores and spares held for capital projects include goods in transit amounting to Rs. 1.607 million (2004:
Rs. 1.34 million).

16. INTANGIBLE ASSETS

Cost at Addition Cost at Charge Accumulated Book value Amortisation
1 July 30 June for the amortisation at at 30 June  rate on original
2004 2005 year 30 June 2005 2005 cost (%)

(Rupees in ‘000)

Computer software - 91,393 91,393 30,461 30,461 60,932 33.33
2005 - 91,393 91,393 30,461 30,461 60,932
2004

SSGC
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17.

171

LONG TERM INVESTMENTS

Note Percentage 2005 2004
of holding (Rupees in ‘000)
(if over 10%)
Investments in related parties
Associated / subsidiary companies
Civic Centre Company (Private) Limited
Nil (2004: 6,500,001) ordinary shares of Rs. 10 each.
(Associated company) 171 - 65,000
Quoted companies - available for sale
Sui Northern Gas Pipelines Limited
1,900,178 (2004: 1,900,178) ordinary shares of Rs. 10 each
(Associated company) 17.2 116,481 122,942
116,481 187,942
Provision against impairment in value of investment
in associated company - (13,456)
116,481 174,486
Other Investments
Quoted companies - available for sale
Pakistan Refinery Limited
200,000 (2004: 200,000) ordinary shares of Rs. 10 each 41,580 30,000
United Bank Limited
50,197 (2004: 50,197) ordinary shares of Rs. 10 each 3,363 2,751
Harnai Woolen Mills Limited
200 (2004: 200) ordinary shares of Rs. 10 each - 2
Unquoted companies (at cost)
Pakistan Tourism Development Corporation
5,000 (2004: 5,000) ordinary shares of Rs. 10 each 50 50
44,993 32,803
Provision against impairment in value of investments at cost (50) (2,801)
44,943 30,002
Government securities - held to maturity
Defence Saving Certificates 47 40
161,471 204,528

The investment in Civic Centre Company (Private) Limited has been sold at Rs. 8.0 per share to

M/s. National Insurance Corporation.
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17.2

18.

18.1

19.

19.1

19.2

19.3

Sale of 1,900,178 shares of Sui Northern Gas Pipelines Limited is restricted by Government of Pakistan
due to its privatisation, till further directives.
Note 2005 2004
(Rupees in '000)

SHARE OF INVESTMENT IN JOINTLY CONTROLLED ENTITY

Inter State Gas System (Private) Limited

510,000 (2004: 51) ordinary shares of Rs. 10 each. 18.1 5,100 1

This represensts a 51% (2004: 51%) interest of SSGCL in Inter State Gas System (Private) Limited (the

jointly controlled entity).

LONG TERM LOANS AND ADVANCES - secured, considered good

Due from executives 19.1 10,325 13,774
Less: receivable within one year (2,592) (2,553)
7,733 11,221
Due from other employees 19.1 145,886 150,558
Less: receivable within one year (25,771) (25,406)
120,115 125,152
127,848 136,373
2005 2004
Executive Other Executive Other
employees employees

(Rupees in '000)
Reconciliation of the carrying amount
of loans and advances

Balance at the beginning of the year 13,774 150,558 18,375 156,324

Disbursements - 30,806 - 31,212

Repayment (3,449) (35,478) (4,601) (36,978)
10,325 145,886 13,774 150,558

Above loans represent house building and transport loans to the employees under the terms of employ-
ment and are recoverable in monthly installments over a period of six to twelve years. These loans are
secured against the retirement benefit balances of respective employees and deposit of title deeds. Loans
to the executive staff, carrying a mark-up of 10% per annum, have been discontinued under the revised
compensation package of the holding company. Loans to non-executive employees do not carry mark-up.

The maximum aggregate amount of long term loans due from the executives at the end of any month
during the year was Rs. 13.774 million (2004: Rs.17.222 million).
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20.

21.

21.1

22.

23.

Note 2005 2004
(Rupees in '000)
LONG TERM DEPOSITS

Deposit against finance lease - 1,020
Other deposits 4,458 4,072
4,458 5,092
Current maturity - (1,020)
4,458 4,072

STORES, SPARES AND LOOSE TOOLS

Stores 185,159 247,033
Spares 549,746 435,226
Stores and spares in transit 208,971 126,930
Loose tools 1,433 1,450
945,309 810,639

Provision against impaired stores and spares
Balance as at 1 July (16,407) (16,436)
Written off during the year 408 29
Balance as at 30 June (15,999) (16,407)
211 929,310 794,232

Stores, spares and loose tools are held for the following operations

Transmission 700,160 629,176
Distribution 229,150 165,056
929,310 794,232

STOCK-IN-TRADE

Gas

Gas in pipelines 113,166 95,642

Gas meters

Components 95,242 85,280

Work-in-process 10,062 13,004

Finished meters 8,848 4517
114,152 102,801
227,318 198,443

CUSTOMERS' INSTALLATION WORK-IN-PROGRESS - at cost

This represents cost of work carried out by the holding company on behalf of the customers at their
premises. Upon completion of work, the cost thereof is transferred to transmission and distribution cost and
recoveries from such customers are shown as deduction there from as reflected in note 31 to these
consolidated financial statements.
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Note 2005 2004
(Rupees in '000)
24. TRADE DEBTS

Considered good

- secured 2,934,603 2,406,524
- unsecured 5,820,324 4,299,180
8,754,927 6,705,704
Considered doubtful 1,133.334 1,239,436
9,888,261 7,945,140
Provision against impaired debts 241 (1,133,334) (1,239,436)
8,754,927 6,705,704

24.1 Movement of provision for doubtful debts

Balance as at 1 July 1,239,436 999,976
Provision for the year 214,033 239,460
1,453,469 1,239,436
Bad debts written off (320,135) -
Balance as at 30 June 1,133,334 1,239,436

25. LOANS AND ADVANCES - considered good

Current portion of long term loans 19

- Executives 2,592 2,553

- Other employees 25,771 25,406
28,363 27,959

Advances to :

- Executives 25.1 5,473 6,376

- Other employees 63.061 74,129
68,534 80,505
96,897 108,464

25.1 The maximum aggregate amount of advances due from executives at the end of any month during the year
was Rs. 5.570 million (2004: Rs. 6.376 million).

26. TRADE DEPOSITS AND SHORT TERM PREPAYMENTS

Advances for goods and services - unsecured, considered good 50,814 111,392
Trade deposits - unsecured, considered good 21,387 21,905
Prepayments 46,251 5,631

118,452 138,928

SSGC
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27.

271

27.2

28.

29.

29.1

Note
OTHER RECEIVABLES - considered good

Receivable from Government of Pakistan (GoP)

under exchange risk coverage scheme
Receivable from staff pension fund 37.1.3
Receivable from staff gratuity fund 37.1.3

Balance receivable for sale of gas condensate

Receivable from Sui Northern Gas Pipelines Limited (SNGPL)  27.1
Receivable from Inter State Gas Systems (Pvt.) Limited

Receivable from Jamshoro Joint Venture Limited (JJVL)

Insurance claim receivable

Receivable from the Privatisation Commission, GoP

Receivable from ADP projects

Sales tax receivable

Claims receivable

Miscellaneous receivables 27.2

Provision against impaired receivables

2005

2004

(Rupees in '000)

1,225,479 629,987
19,615 130,580
44,243 -
83,995 43,468

1,139,778 1,028,771

2,487 -
340,829 -
5,024 11,600
- 8,659
- 987
342,060 -
757 757
490,900 417,479

3,695,167 2,272,288
(1,485) (1,485)

3,693,682 2,270,803

This includes pipeline rental receivable of Rs. 30.446 million (2004: Rs. 63.86 million) and Rs. 1,102.670
million (2004: Rs. 908.811 million) receivable under the uniform cost of gas agreement with Sui Northern
Gas Pipelines Limited (refer note 30.1 to these consolidated financial statements for detail).

This includes Rs. 466.526 million (2004: Rs. 394.629 million) recoverable from GoP under deferred tariff

adjustment.

TAXATION RECOVERABLE
Advance tax paid

Provision for tax

CASH AND BANK BALANCES
With banks:

On deposit accounts 29.1
On current accounts

Cash in hand

697,195 1,494,292
(197,354) (825,501)
499,841 668,791
1,085,708 2,555,943
181,439 482,583
1,267,147 3,038,526

2,066 2,268
1,269,213 3,040,794

This includes Rs. 0.465 million (2004: Rs. 0.465 million) held under lien by a commercial bank against a

bank guarantee issued on behalf of the holding company.
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2005 2004
Note Volume (Rupees Volume (Rupees
in MCF * in '000) in MCF * in '000)
30. COST OF GAS
Gas in pipelines at 1 July 851,138 95,642 751,484 96,908
Gas purchases from:
Pakistan Petroleum Limited 42,191,305 2,763,787 43,253,750 2,298,999
Oil and Gas Development
Company Limited 3,065,807 310,008 5,198,002 482,552
BP (Pakistan) Exploration and
Production Incorporated 75,860,133 11,092,061 73,402,092 10,175,040
Orient Petroleum Inc. 19,444,295 2,711,798 4,105,087 550,061
Eni Pakistan Limited 111,807,030 19,190,706 106,864,760 16,464,799
Mari Gas Company Limited 270,231 6,218 262,763 5,839
Sui Northern Gas Pipelines Limited 232,820 22,826 253,115 27,309
BHP Petroleum (Pakistan) Pty Limited 34,337,371 4,122,622 34,304,842 3,742,276
OMV (Pak) Exploration GmBH 80,378,126 12,665,259 76,363,719 10,863,866
367,587,118 52,885,285 344,008,130 44,610,741
Gas available for sale 368,438,256 52,980,927 344,759,614 44,707,649
Gas consumed internally (1,743,669) (230,430) (1,900,832) (164,994)
Inward price adjustment 30.1 - (5,824,625) - (5,722,334)
Insurance claim receivable - - (103,248) (11,600)
Gas in pipelines at 30 June (884,925) (113,166) (851,138) (95,642)
(2,628,594) (6,168,221) (2,855,218) (5,994,570)
365,809,662 46,812,706 341,904,396 38,713,079

* Thousand Cubic Feet.

30.1  Under section 21 of the Oil and Gas Regulatory Authority Ordinance, 2002, the Government of Pakistan has issued a
policy guideline to ensure the uniformity of gas prices for consumers throughout the country. Accordingly, under this
policy guideline and pursuant to an agreement between the holding company and Sui Northern Gas Pipelines Limited
effective from 1 July 2003, the cost of gas purchased is being worked out by both the companies on an overall
average basis in such a manner that input of gas for both companies become uniform. Under this agreement the
holding company with lower weighted average cost of gas is required to pay to the other company so that the overall
weighted average rate of well head gas price of both the companies is the same. However, this averaging has not
affected the profit and loss account of the holding company as in the absence of averaging, the simultaneous effect

would have been to gas development surcharge account in the profit and loss account.
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31.

31.1

31.2

TRANSMISSION, DISTRIBUTION AND
SELLING COST

Salaries, wages and benefits

Contribution / accruals in respect of staff
retirement benefit scheme

Depreciation on operating assets

Amortisation of intangible asset

Repairs and maintenance

Stores, spares and supplies consumed

Provision against doubtful debts

Gas consumed internally

Legal and professional charges

Electricity

Security expenses

Insurance and royalty

Travelling

Material and labour used on consumers' installation

Gas bills collection charges

Postage and revenue stamps

Rent, rates and taxes

Others

Recoveries / allocations to:

Gas distribution system capital expenditure
Installation costs recovered from customers

Contributions to / accrual in respect of
staff retirement benefit schemes

Contribution to the provident fund

Charge in respect of amount due to the pension funds:

- Executive
- Non-Executive

Charge in respect of amount due to the gratuity funds:

- Executive

- Non-Executive

Accrual in respect of unfunded post retirement:

- Medical facility

- Gas facility

Expenses relating to meter manufacturing
division and construction division

Note

31.1
15.5

31.2

31.3

23

2005

2004

(Rupees in '000)

1,706,759 1,651,749
183,969 261,726
2,054,374 1,827,627
30,461 -
309,787 182,235
197,745 180,910
214,033 239,460
230,430 164,994
19,710 28,046
25,001 24,968
134,425 56,959
49,778 34,351
13,528 14,230
38,658 34,361
42,060 31,547
22,268 20,968
20,359 11,426
27,644 20,893
5,320,989 4,786,450
(462,736) (502,912)
(79,038) (71,648)
(541,774) (574,560)
4,779,215 4,211,890
50,705 46,649
65,522 49,662
6,808 23,131
(6,140) 31,514
20,846 26,124
55,948 87,712
565 5,447
(10,285) (8,513)
183,969 261,726

Includes Rs. 50 million paid to Ministry of Petroleum & Natural Resources being holding company's share

for infrastructural development fees.
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313

32.

32.1

Transmission, distribution and selling costs - others

Communication
Water charges
Subscriptions

Bank charges
Freight and handling
Miscellaneous

ADMINISTRATIVE EXPENSES

Salaries, wages and benefits

Contribution / accruals in respect of staff
retirement benefit scheme

Depreciation on operating assets

Repairs and maintenance

Stores, spares and supplies consumed

Legal and professional charges

Electricity

Security expenses

Insurance and royalty

Travelling

Postage and revenue stamps

Rent, rates and taxes

Welfare and other expenses

Others

Recoveries / allocations to:

Recoveries from others
Meter manufacturing division

Contributions to / accrual in respect of
staff retirement benefit schemes

Contribution to the provident fund

Charge in respect of amount due to the pension funds:
- Executive

- Non-Executive

Charge in respect of amount due to the gratuity funds:
- Executive

- Non-Executive

Accrual in respect of unfunded post retirement:

- Medical facility

- Gas facility
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Note 2005

2004

(Rupees in '000)

7,260 9,872
549 190

5,400 125

3,702 2,837

- 90

10,733 7,779

27,644 20,893

826,917 733,590

32.1 84,156 116,737
15.5 97,186 94,568
92,550 70,930

56,367 44,810

90,523 67,770

26,058 27,730

15,783 13,378

5,432 6,430

26,281 21,280

2,781 4,669

7,533 5,810

- 8,923

322 103,924 71,773
1,435,491 1,288,398
(16,799) (22,663)

(31,400) (35,511)

(48,199) (58,174)
1,387,292 1,230,224

19,621 20,214

36,015 27,299

1,017 3,457

(3,153) 16,177

3,113 3,904

27,232 42,692

311 2,994

84,156 116,737




32.2

33.

34.

Note

Administrative expenses - others

Advertisements
Communication
Water charges
Subscriptions

Bank charges
Freight and handling
Miscellaneous

OTHER OPERATING EXPENSES

Auditors' remuneration

- Statutory audit

- Special audits and certifications
- Out of pocket expenses

Workers' profit participation fund 10.2
Sports expenses

Corporate social responsibility

Provision against impairment in value of investment

Gas rupture

Exchange loss on payment of gas purchases

Provision for slow moving / obsolete stores

OTHER OPERATING INCOME
Income from financial assets

Late payment surcharge

Return on:

- term and profit and loss bank deposits
- staff loans

Profit from Defence saving certificates
Dividend income

Income from investment in debts, loans, advances and
receivables from related party

Income from gas transportation - SNGPL
Dividend income - SNGPL

Income from other than financial assets

Meter rentals

Recognition of income against deferred credit

Sale of gas condensate

Income from gas transportation

Gas shrinkages in LPG extraction plant -
Jamshoro Joint Venture Limited (JJVL)

Gas transportation income JJVL

Royalty income from JJVL

Meter manufacturing division profit - net 34.1
Recoveries from consumers
Gain on sale of fixed assets 15.6

Liquidated damages recovered
Income from sale of tender documents
Miscellaneous

2005

2004

(Rupees in '000)

35,343 26,146
13,662 8,304
7,942 7,049
3,811 5,271
457 1,300
2,032 2,239
40,677 21,464
103,924 71,773
880 830
230 177
200 200
1,310 1,207
83,658 82,837
16,511 14,514
8,698 5,607
- 50
11,600 -
30,894 -
4,313 -
156,984 104,215
263,221 232,226
70,849 93,828
4,078 3,894
7 11
574 1,113
338,729 331,072
388,696 341,766
4,751 4,180
393,447 345,946
455,058 436,530
150,862 145,239
350,016 216,120
138,060 115,356
374,013 -
9,758 -
188,528 -
48,215 53,047
39,257 19,491
52,211 17,321
23,911 10,624
2,215 2,427
27.416 39.732
1,859,520 1,055,887
2,591,696 1,732,905
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Note 2005 2004
(Rupees in '000)
34.1 Meter manufacturing division profit - net

Gross sales of gas meters

- Company's consumption 34.1.1 212,566 195,024
- Outside sales 522,572 421,700

735,138 616,724
Sales tax (98,531) (84,106)
Net sales 636,607 532,618

Cost of sales

- Raw material consumed 480,294 389,467
- Packing cost 4,644 4,312
- Stores and spares 668 1,404
- Fuel, power and electricity 2,449 2,208
- Salaries wages and other benefits 34.1.2 68,268 56,814
- Insurance 506 301
- Repairs and maintenance 2,376 739
- Depreciation 15.5 3,893 4,293
- Other expenses 815 494
563,913 460,032
Opening work in process 10,311 9,137
Closing work in process (5,096) (10,311)
5,215 (1,174)
Cost of goods manufactured 569,128 458,858
Opening stock of finished goods 4,517 4,864
Closing stock of finished goods (8,848) (4,517)
(4,331) 347
Cost of goods sold 564,797 459,205
Gross profit 71,810 73,413
Administrative expenses (23,595) (21,155)
Operating profit 48,215 52,258
Other income - 789
Net profit 48,215 53,047

34.1.1 Gas meters used by the holding company are included in operating assets at manufacturing cost (including
sales tax). However, sales tax thereon is paid at commercial selling prices, under the provisions of Sales
Tax Act, 1990.

34.1.2 Salaries, wages and other benefits 64,715 54,395
Provident fund contribution 964 821
Pension Fund 1,819 687
Gratuity 770 911

68,268 56,814
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35.

36.

36.1

36.2

37.

37.1

3711

Note 2005 2004
(Rupees in '000)
FINANCE COST

Interest, commitment charges, exchange risk coverage fee

and Government guarantee fee on foreign currency loans 133,590 287,906
Financial charges on liabilities against assets

subject to finance lease 1,661 6,344
Mark-up on :
- Redeemable capital 179,426 231,734
- Local currency financing 163,554 125,077
- Short term financing 28,124 -
- Consumers' deposits 48,028 42,074
- Workers' profit participation fund 10.2 817 1,557
- Others 7,817 905

563,017 695,597

TAXATION

For the year

- Current 197,354 825,501

- Deferred 378,822 (104,192)

For prior years - (145,670)
36.2 576,176 575,639

The income tax assessments of the holding company have been finalised upto the financial year ended 30
June 2004.

Relationship between accounting profit and tax expense for the year is as follows:

Accounting profit for the year 1,588,684 1,572,351
Tax charge @ 35% (2004: 35%) 556,039 550,323
Tax effect of expenses that are not deductible in
determining taxable profit 21,736 172,574
Effect of lower tax rate on dividend income (1,599) (1,588)
Prior years' tax reversal - (145,670)
576,176 575,639

STAFF RETIREMENT BENEFITS
Funded post retirement pension and gratuity schemes

As mentioned in note 2.15 to these consolidated financial statements, the holding company operates
approved funded pension and gratuity schemes for all employees. Contributions are made to these
schemes based on actuarial recommendations. Latest actuarial valuations were carried out as at 30 June
2005 under the projected unit credit method for both non-executive and executive staff members.
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37.1.2 Fair value of plan assets and present value of obligations

The fair value of plan assets and present value of defined benefit obligations of the pension and gratuity
schemes at the valuation date were as follows:
Executives Non-executives
Pension Gratuity Pension Gratuity

Fair value of plan assets 431,493 1,116,249 197,057 955,511

Present value of defined

benefit obligation (604,231) (1,073,625) (7,354) (951,700)

Net surplus / (deficit) (172,738) 42,624 189,703 3,811

Unrecognised past service (gain) / cost 169,905 (358,453) - -

Unrecognised actuarial loss / (gain) 22,448 360,072 (189,703) (3,811)
19,615 44,243 - -

37.1.3 Movement in amount receivable from / (payable) to defined benefit plans
Movements in amount receivable from / (payable) to staff retirement benefit funds during the year are as follows:

Executives Non-executives
Note Pension Gratuity Pension Gratuity

Asset / (liability) as on 1 July 2004 60,397 (82,505) 70,183 (70,837)
Charge for the year 37.14 (101,537) 9,293 (7,825) (23,959)
Payments during the year 60,755 117,455 (62,358) 94,796
Asset / (liability) as on 30 June 2005 19,615 44,243 - -

37.1.4 Amount recognised in the profit and loss account

Amounts charged to the consolidated profit and loss account during the current year in respect of the above schemes were

as follows:
Executives Non-executives
Pension Gratuity Pension Gratuity
-------------- (Rupees in '000)--------------
Current service cost 26,182 58,768 - 51,542
Mark-up cost 45,566 103,184 ™M 78,634
Recognition of actuarial loss / (gain) 8,608 24,024 (8,252) (70,412)
Expected return on plan assets (21,296) (105,656) (20,469) -
Recognition of past service cost / (gain) 42,477 (89,613) - -
Amount not recognised as asset - - - -
Inter fund transfers - - 35,805 (35,805)
101,537 (9,293) 7,825 23,959
Actual return 130,357 80,477 71,394 92,693
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37.1.5 Principal actuarial assumptions

37.2

37.2.1

3722

37.23

Significant assumptions used for the valuation of above schemes are as follows:
Executives and
Non-Executives

(%)
Discount rate 9
Expected rate of increase in salary level 8
Expected rate of return on plan assets 9
Increase in pension 3

In the current year, unrecognized / recognized actuarial gain / losses relating to pension scheme and
gratuity scheme for executive staff has been estimated based on expected average remaining working
lives of the employees participating in the plan and recorded accordingly. Previously, actuarial gain / loss
had been estimated based on vesting period of past service cost. Had the estimate not been changed, the
result for the year would have been lower by Rs. 63.858 million and receivable from the funds would have
been reduced by corresponding effect.

Unfunded post retirement medical benefit and gas supply facilities

As mentioned in note 2.15 to these consolidated financial statements, the holding company provides free
medical and gas supply facilities to its retired executive employees. The free gas supply facility has been
discontinued for employees who had retired after 31 December 2000. The latest valuations of the liability
under these schemes were carried out as at 30 June 2005 under the projected unit current cost method,
results of which are as follows:

Post retirement Post retirement
medical facility gas facility
(Rupees in '000)

Projected benefit obligation 700,260 30,291
Unrecognised actuarial (loss) / gain (35,952) 24,200
Liability recognised in the balance sheet 664,308 54,491

Amounts charged to the profit and loss account during the current year in respect of the above benefits are
as follows:

Current service cost 26,887 -

Mark-up cost - net 56,293 2,672

Amortisation of actuarial gain - (1,796)
83,180 876

Significant assumptions used for the valuation of above schemes are as follows:

Executives
(%)
Discount rate 9
Medical inflation rate 6
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38.

39.

39.1

39.2

40.

2005 2004
(Rupees in '000)
EARNINGS PER SHARE - basic and diluted

Profit after taxation 1,012,508 996,723

(Number of shares)

Average number of ordinary shares 671,174,331 671,174,331

(Rupees)

Earnings per share - basic and diluted 1.51 1.49

REMUNERATION OF CHIEF EXECUTIVE AND EXECUTIVES

The aggregate amounts charged in the consolidated financial statements for remuneration, including all
benefits, to chief executive, directors and executives of the holding company are given below:

30 June 2005 30 June 2004
Chief Executives Chief Executives
Executive Executive

(Rupees in '000)

Managerial remuneration 1,729 181,041 1,704 155,190
Housing 600 75,260 600 64,310
Utilities 119 17,392 128 14,346
Retirement benefits 405 55,692 335 41,641

2,853 329,385 2,767 275,487
Number 1 215 1 184

The Chairman, Chief Executive and certain executives are also provided company maintained vehicles in accordance
with their entitlement. In addition, the Chairman of the holding company was paid Rs. 0.3 million (2004: Rs. 0.3 mil-
lion). All executives are also provided free medical facilities in accordance with their entitlement.

Aggregate amount charged in these consolidated financial statements in respect of fee paid to 14 directors was Rs.
0.047 million (2004: Rs. 0.032 million for 14 directors).

NUMBER OF EMPLOYEES

Total number of employees at 30 June 2005 was 5,258 (30 June 2004: 5,295).
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4.

4111

41.2

413

42,

CAPACITY AND ACTUAL PERFORMANCE

Natural gas transmission

Transmission operation

Capacity - annual rated
capacity at 100% load
factor with compression

Utilisation - volume of
gas transmitted

Capacity utilisation factor (%)

Natural gas distribution

30 June 2005

30 June 2004

MMCF HM3 MMCF HM3
372,300 104,891,244 358,680 101,053,965
365,589 103,000,496 341,979 96,348,650

98.2 98.2 95.3 95.3

The holding company has no control over the rate of utilisation of its capacity as the use of available capacity is

dependent on off-takes by the consumers.

Meter manufacturing division

During the year meter manufacturing division produced and assembled 400,200 meters (2004: 322,000 meters)
against an annual capacity of 310,000 meters on a single shift basis.

TRANSACTIONS WITH RELATED PARTIES

The Group has related party relationship with Sui Northern Gas Pipelines Limited (associated company), employees
benefit plans (notes 2.15 and 37) and the holding company's directors and executive officers (including their
associates). Purchase and sale of gas from / to related parties are determined at rates finalized and notified by Ministry
of Petroleum and Natural Resources and Oil and Gas Regulatory Authority and the prices and other conditions are not

influenced by the holding company (comparable uncontrolled price method).

The details of transactions with related parties not disclosed elsewhere in these financial statements are as follows:

Pipeline rental income
Dividend income

Sale of gas meters
Sale of pipes

Allocation of expenses of Inter State Gas System (Private)
Limited on the basis of joint venture agreement

Contribution to provident fund

Accrual in respect of obligation to defined benefit plans

2005 2004
(Rupees in '000)
388,696 341,766
4,751 4,180
520,630 421,700
85,704 -
6,475 5,228
70,326 66,863
124,028 181,268

SSGC
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Pipeline rental income is determined at cost plus method and comparable prices for the specific category
of pipeline and other conditions affecting the determination of pipeline rental are not identifiable. Sale of
gas meters is made at cost plus method. The holding company is the only manufacturer of gas meters in
the country and as such it is difficult to determine the comparable uncontrolled prices in the country.
However, the prices of comparable goods available in international market are not materially different from
the prices at which the goods (meters) are sold by the holding company.

Contribution to the defined contribution and benefit plans are in accordance with the terms of the
entittement of the employees and / or actuarial advice. Balance payable to / receivable from these
employees benefit plans are disclosed in notes 8, 10, 27 and 37 to these consolidated financial statements.

Remuneration to the executive officers of the company (disclosed in note 39 to these consolidated
financial statements) and loans and advances to them (disclosed in notes 19 and 25 to these consolidat-
ed financial statements) 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.

MARK-UP / INTEREST RATE RISK

Interest / mark-up risk arises from the possibility that changes in interest / mark-up will affect the value of
financial instrument. Information about the group's exposures to mark-up / interest rate risk based on
contractual refinancing and maturity dates, whichever is earlier, at 30 June 2005 is as follows:

(Rupees in '000)

Effective Mark-up / interest bearing Non mark-up/ Total
mark-up / Maturity Maturity Maturity Maturity interest
interest less than between one between one after five bearing
rate one month month to one year to five years
(%) year years

Financial assets
Investments - - - 47 - 161,424 161,471
Share of investment in jointly

controlled entity - - - - - 5,100 5,100
Loans and advances 10 - 8,065 7,733 - 208,947 224,745
Trade debts - - - - - 8,754,927 8,754,927
Trade deposits and prepayments - - - - - 21,387 21,387

Interest accrued - - - - - 7,458 7,458
Other receivables - - - - 2,822,723 2,822,723
Cash and bank balances 1to4 1,085,708

- - - 183,505 1,269,213
1,085,708 8,065 7,780 - 12,165,471 13,267,024

Financial liabilities
Long term financing 3231015 - 1,461,144 7,203,180 - - 8,664,324
Long term deposits 5 - - - 1,785,403 21,292 1,806,695
Trade and other payables 11.25 - 83,658 - 9,212,699 9,296,357
Interest and mark-up accrued - - - 185,020 185,020
Short term borrowing 5.21108.21 - 220,000 - - - 220,000
- 1,764,802 7,203,180 1,785,403 9,419,011 20,172,396
On-balance sheet gap (a) 2005 1,085,708 (1,756,737) (7,195,400) (1,785,403) 2,746,460 (6,905,372)
2004 2,245,735 (1,394,403) (4,587,936) (897,748) 748,245 (3,886,107)

(a) On-balance sheet gap represents the net amounts of on-balance sheet items.

CONCENTRATION OF CREDIT RISK

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties fail to perform as
contracted.

At 30 June 2005, the financial assets which were subject to credit risk amounted to Rs. 11.07 billion (2004: Rs. 11.340 bil-
lion). The Group believes that it is not exposed to major concentration of credit risk. The Group attempts to control credit risks
by monitoring credit exposures, including transactions with specific customers and continuing assessment of credit worthiness
of customers.
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FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying values of all financial instruments reflected in the consolidated financial statements approximate their fair values
except for investment in unquoted companies which are reflected at cost less impairment losses.

FOREIGN CURRENCY RISK MANAGEMENT POLICY

Foreign currency risk arises mainly where receivables and payables exist due to transactions entered into foreign currencies.
The holding company is exposed to foreign risk on gas purchases, imports and borrowings that are entered in a currency other
than Pak rupees. However, the holding company is not exposed to any foreign currency risk on foreign currency loan which
is hedged under exchange risk guarantee scheme of Government of Pakistan.

DETAILS OF INVESTMENTS BY EMPLOYEES
RETIREMENT BENEFIT FUNDS

Details of the value of investments by the Provident, Gratuity and Pension funds based on respective financial statements at
30 June 2005 and 2004, are as follows:

2005 2004
(Rupees in '000)
Based on Based on
unaudited audited
financial financial

statements statements

Executive staff provident fund 437,702 450,464
Non-executive staff provident fund 388,853 413,320
Executive benevolent fund 23,367 22,133
Non-executive staff gratuity fund 575,500 571,687
Executive staff gratuity fund 497,500 446,470
Executive staff pension fund 282,308 313,974
Non-executive staff pension fund 107,703 224,172

NON ADJUSTING EVENTS AFTER BALANCE SHEET DATE

The Board of Directors have proposed a final dividend for the year ended 30 June 2005 of Rs.1.50 per
share, amounting to Rs.1006.761 million at their meeting held on 29 Setember 2005, for approval for the
members at the annual general meeting to be held on 28 October 2005.

DATE OF AUTHORISATION

These consolidated financial statements were authorised for issue in Board of Directors meeting held on
29 Setember 2005.

SSGC
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50. CORRESPONDING FIGURES
The comparative figures have been arranged and reclassified wherever necessary for the purpose of com-
parisons. Major changes made during the year are reclassifications resulting from the substituted Fourth
Schedule to the Companies Ordinance, 1984.

51. GENERAL

Figures have been rounded off to the nearest thousand rupees.

Aitzaz Shahbaz Munawar B. Ahmad P.E.

SSGC
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Ten Years At A Glance

2004-05 2003-04

General Mains - Transmission (km) - Cumulative 2,943 2,786
Main and Services - Distribution (km) - Additions 1,424 924
New connections 78,578 68,563
Gas sales (MMCF) 337,638 318,068
LPG sales (M. Tons) - -
Gas meters produced / assembled 400,200 322,000
Balance Sheet - Summary  Paid - up share capital 6,711.7 6,711.7
Reserves and accumulated profit 3,654.1 2,635.9
Redeemable capital 1,165.8 4,960.0
Deferred credit 1,791.4 1,711.4
Deferred liabilities - Taxation 2,875.2 2,496.4
Deferred liabilities - Gratuity - -
Provision for non funded schemes - Executives 847.9 772.0
Obligation under finance lease - 43.7
Long term loans outstanding:
Foreign 445.7 1,357.7
Local 7,052.9 -
Long term deposits 1,806.7 1,610.0

26,351.4 22,298.8

Represented by:

Fixed assets 21,641.1 17,496.6
Other assets (net) 4,710.3 4,802.2
26,351.4 22,298.80

Profit and Loss - Summary

Income Gas sales 62,511.7 54,444.6
General sales tax 8,136.1 7,089.7

54,375.6 47,354.9

Less: Gas development surcharge 1,672.9 2,555.2

Net sales 52,702.7 44,799.7

Cost of gas 46,812.7 38,713.1

Gross profit 5,890.0 6,086.6

Meter rentals 455.1 436.5

Late payment surcharge 263.2 232.2

Recognition of income against deferred credit 150.9 145.2

LPG bottling division profit / (loss) - -

Meter manufacturing division profit 48.2 53.1

Recoveries from SNGPL * *

Other income, 1,674.3 865.9

8,481.7 7,819.5

Expenditure Purification, transmission and distribution cost 3,991.0 3,525.2
Depreciation 2,182.0 1,922.2

Financial charges 563.0 695.6

Workers' (profit) participation fund / others 157.0 104.2

6,893.0 6,247.2

Profit Profit before taxation 1,588.7 1,572.3
Provision for taxation 576.2 575.6

Profit after taxation 1,012.5 996.7

Dividend Cash dividend 15% 15%

Bonus shares = -

Rate of Corporate tax 35% **  35% **

*Adjusted against purifcation charges shown under cost of gas.

SSGC
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2002-03 2001-02 2000-01 1999-00 1998-99 1997-98 1996-97 1995-96
2,786 2,724 2,777 2,764 2,764 2,682 2,486 2,486
526 703 404 705 829 1,050 1,933 1,852
56,789 61,616 52,506 81,542 82,040 95,629 112,474 98,941
254,349 234,553 206,967 198,281 177,153 169,214 174,940 172,371
- - 5,044 16,423 19,708 18,622 16,596 29,578
303,750 289,850 292,750 390,200 293,000 231,800 336,000 351,000

(Rupees in million)

6,711.7 6,711.7 6,711.7 5,836.3 5,075.0 4,613.7 4,011.9 3,488.6
2,592.2 2,286.6 1,998.9 2,589.3 2,557.5 2,066.1 2,016.2 1,864.1
4,567.1 3,778.8 2,726.8 3,101.7 3,509.1 2,853.5 2,043.1 500.0
1,438.2 1,425.2 1,413.3 1,411.8 1,333.4 1,273.7 1,183.2 1,058.0
2,600.6 2,668.1 2,628.2 2,715.2 2,870.7 2,481.8 2,138.4 2,034.7
- - - - 123.1 142.2 162.9 177.0

639.4 502.2 356.8 283.2 - - - -
87.4 364.7 4341 607.6 793.0 1,390.1 1,313.0 1,832.8

2,1849 3,3034 4,102.3 4,969.0 5,831.7 6,805.8 6,454.4 6,190.7
- - - - - - - 2,0429
1,428.0 1,303.3 1,166.9 1,277.9 1,116.7 981.0 871.1 734.5
22,2495 22,344.0 21,639.0 22,792.0 23,210.2 22,6079 20,194.2 19,923.3

17,222.6 18,0826 17,9471 19,650.4 21,0242 21,9248 19,635.8 17,146.1
50269 42614 35919 31416 2,186.0 683.1 5584 2,777.2
22,249.5 22,344.0 21,5639.0 22,792.00 23,210.2 22,607.9 20,194.2 19,923.3

41,672.3 37,061.1 29,237.1 22,931.1 16,349.6 15,623.1 14,790.3 13,042.2
5408.9 4,826.1 3,807.1 2,759.9 - - - -
36,163.4 32,235.0 25,430.0 20,171.2 16,349.6 15,623.1 14,790.3 13,042.2
1,327.0 3,7194 1,112.9 393.3 2,294.0 (210.8) 2141 620.7
34,836.4 28,515.6 24,317.1 19,777.9 14,055.6 15,833.9 14,576.2 12,4215
28,060.6 22216.5 18428.4 13,5243 8,1076 10,0980 10,0074 7,953.3
6,775.8 6,299.1 5,888.7 6,253.6 5,948.0 57359  4,568.8 4,468.2

4211 4077 3995  385.2 185.1 1732 160.6 93.1
2221 2127 2013 1696 158.3 156.2 143.2 93.0
126.8  121.3 1163 1117 102.7 94.6 85.4 75.0
- - 3.4 (1.0) 37.6 59.5 186  (33.0)

70.2 416 64.4 83.9 97.3 52.7 184.7 70.3
* * * * * * * 353.1

623.3 6746 1,128.8 815.5 1,402.3 1,270.7 384.9 309.1
82393 7,757.0 78024 7,818.5 7,931.3 7,542.8 5,546.2 5,428.8

32876 2,7128 2,552.3 2,458.2 1,922.2 1,928.9 1,700.4 2,168.3
1,884.0 11,9895 1,956.7 1,977.8 1,849.4 1,753.5 1,366.2 1,171.4
872.4 7622 12140 17676 2,615.4 2,779.3 1,576.9 993.2
146.3 138.1 104.9 105.8 79.5 54.7 45.8 54.8
6,190.3 5,602.6 5,8279 6,309.4 6,466.5 6,516.4  4,689.3 4,387.7
2,049.0 2,544 19745 1,509.1 1,464.8 1,026.4 856.9 11,0411
601.1 719.8 682.2 716.6 512.0 374.7 181.5 503.8
1,4479 1,4346 1,292.3 792.5 952.8 651.7 675.4 537.3

18% 17.5% 15% - - - - -
- - - 15% 15% 10% 15% 15%

35% **  35% ** 35% ** 33%** 33% ** 33% ** 33% **  36% **

** Excluding turnover and corporate assets taxes.
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Gas Sales - Classified Breakdown 2004 - 2005

Sales in Million Customers as at 30 June 2005
Cubic Feet Number
Category Karachi ~ Sindh Balochistan Total % Karachi  Sindh Balochistan Total %
(Interior) (Interior)
Power Stations 83,616 42,062 9,578 135256  40.1 9 2 3 14
Cement Plants 2,265 2,867 2 5,134 15 3 3 1 7
Pakistan Steel 14,350 - - 14,350 43 2 - - 2
Fertilizer 25,719 - - 25719 76 2 - - 2
Textiles 28,839 376 - 29215 8.7 752 12 - 764
C.N.G Stations 4,523 668 27 5,218 1.5 113 19 1 133
Other Industries 41,714 14108 200 56,022 16.6 1,600 236 37 1,873 0.2
Industrial 201,026 60,081 9,807 270,914 80.3 2,481 272 42 2,795 0.2
Commercial 6,124 1,210 500 7,834 23 14,099 3,404 1,552 19,055 1.0
Domestic 39,107 12,325 7,458 58,890 174 1252575 369,013 145,251 1,766,839 98.8
Total 246,257 73,616 17,765 337,638  100.0 1,269,155 372,689 146,845 1,788,689 100.0
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Gas Sales - Ten Years of Progress

NUMBER OF CUSTOMERS AS AT 30 JUNE SALES IN MILLION CUBIC FEET

INDUSTRIAL COMMERCIAL DOMESTIC TOTAL

Customers Sales Customers Sales Customers Sales Customers Sales
1 Karachi 1,585 78,423 10,478 3,482 851,829 27,532 863,892 109,437
9 Sindh(Interior) 227 40,910 3,271 1,051 226,269 9,788 229,767 51,749
9 Balochistan 68 4,633 1,768 449 81,181 6,103 83,017 11,185
6 Total 1,880 123,966 15,517 4,982 1,159,279 43,423 1,176,676 172,371
1 Karachi 1,674 77,967 11,248 3,878 911,635 30,259 924,557 112,104
9 Sindh(Interior) 227 37,456 3,574 1,122 253,451 10,650 257,252 49,228
9 Balochistan 70 6,216 1,867 455 89,283 6,937 91,220 13,608
7  Total 1,971 121,639 16,689 5,455 1,254,369 47,846 1,273,029 174,940
1 Karachi 1,706 76,983 11,869 3,878 975,806 31,848 989,381 112,709
9  Sindh(Interior) 231 32,525 3,809 1,156 281,047 11,105 285,087 44,786
9 Balochistan 78 4,132 1,891 474 95,910 7,113 97,879 11,719
8 Total 2,015 113,640 17,569 5,508 1,352,763 50,066 1,372,347 169,214
1 Karachi 1,779 90,059 12,688 4,418 1,027,393 31,113 1,041,860 125,590
9  Sindh(Interior) 229 27,764 3,930 1,213 295,607 10,515 299,766 39,492
9 Balochistan 87 5,383 1,953 486 106,453 6,202 108,493 12,071
9 Total 2,095 123,206 18,571 6,117 1,429,453 47,830 1,450,119 177,153
2  Karachi 1,892 101,803 13,540 4,753 1,081,061 31,711 1,096,493 138,267
0  Sindh(Interior) 230 32,764 4,065 1,205 312,063 10,702 316,348 44,671
0 Balochistan 96 8,329 1,924 484 114,208 6,530 116,228 15,343
0 Total 2,218 142,896 19,529 6,442 1,507,322 48,943 1,529,069 198,281
2 Karachi 1,901 114,007 13,274 5,015 1,112,269 33,198 1,127,444 152,220
0 Sindh(Interior) 228 27,952 3,592 1,164 317,577 10,896 321,397 40,012
0 Balochistan 55 7,840 1,547 454 118,937 6,441 120,539 14,735
1  Total 2,184 149,799 18,413 6,633 1,548,783 50,535 1,569,380 206,967
2 Karachi 2,006 131,221 12,951 5,061 1,142,564 34,254 1,157,521 170,536
0  Sindh(Interior) 229 36,616 3,225 1,088 326,241 11,250 329,695 48,954
0 Balochistan 50 8,413 1,476 432 123,231 6,218 124,757 15,063
2 Total 2,285 176,250 17,652 6,581 1,592,036 51,722 1,611,973 234,553
2  Karachi 2,134 146,281 12,933 5,562 1,184,923 35,990 1,199,990 187,833
0  Sindh(Interior) 232 39,247 3,058 1,039 335,879 11,148 339,169 51,434
0 Balochistan 46 8,029 1,438 472 128,072 6,581 129,556 15,082
3 Total 2,412 193,557 17,429 7,073 1,648,874 53,719 1,668,715 254,349
2  Karachi 2,337 198,257 13,504 5,614 1,227,528 37,027 1,243,369 240,898
0  Sindh(Interior) 257 49,066 3,166 1,090 350,210 11,648 353,633 61,804
0 Balochistan 44 8,467 1,482 458 135415 6,441 136,941 15,366
4  Total 2,638 255,790 18,152 7,162 1,713,153 55,116 1,733,943 318,068
2  Karachi 2,481 201,026 14,099 6,124 1,252,575 39,107 1,269,155 246,257
0  Sindh(Interior) 272 60,081 3,404 1,210 369,013 12,325 372,689 73,616
0 Balochistan 42 9,807 1,552 500 145,251 7,458 146,845 17,765
5 Total 2,795 270,914 19,055 7,834 1,766,839 58,890 1,788,689 337,638
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Gas Sales Pattern 2004 - 2005

SSGC

Karachi
Industrial
Commercial
Domestic
Total

Sindh (Interior)
Industrial
Commercial
Domestic

Total

Balochistan
Industrial
Commercial
Domestic
Total

Total
Industrial
Commercial
Domestic
Total

2 |annual report 2005

Customers Volume Value (Net of GST)
Million Rupees in

Number % cubic feet % thousand %
2,481 0.20 201,026 81.63 33,541,082 87.17
14,099 1.1 6,124 2.49 1,234,864 3.21
1,252,575  98.69 39,107 15.88 3,701,869 9.62
1,269,155 100.00 246,257  100.00 38,477,815 100.00
272 0.07 60,081 81.62 11,589,753 88.92
3,404 0.91 1,210 1.64 259,661 1.99
369,013  99.02 12,325 16.74 1,184,704 9.09
372,689 100.00 73,616 100.00 13,034,118 100.00
42 0.03 9,807 55.20 1,826,335 63.78
1,552 1.06 500 2.82 106,590 3.72
145,251 98.91 7,458 41.98 930,720 32.50
146,845 100.00 17,765 100.00 2,863,645 100.00
2,795 0.16 270,914 80.24 46,957,170 86.36
19,055 1.06 7,834 2.32 1,601,115 2.94
1,766,839  98.78 58,890 17.44 5,817,293 10.70
1,788,689 100.00 337,638 100.00 54,375,578 100.00




Distribution Network 1985-2005
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Balochistan ™ Sindh ® Karachi = Total
DIA METER As at July 1, 2004 Addition during FY 2004 - 05 As at June 30, 2005
Kara- | Interior | Baloch- Kara- | Interior | Baloch- Kara- | Interior | Baloch-
MM INCHES chi Sindh istan Total chi Sindh istan Total chi Sindh istan | Total
MAINS
Steel Pipe
12.50 - 1 - 1 - - - - - 1 - 1
20 3/4 1,397 41 6 1,444 - - - - 1,397 41 1,444
25 1 2,994 2,287 579 5,860 66 155 20 241 3,060 2,442 599 6,101
38 1% 1 50 - 51 - - - - 50 - 51
50 2 1,583 1,558 1,101 4,242 31 139 236 406 1,614 1,697 1,337 4,648
75 3 - 15 - 15 - - - - - 15 - 15
100 4 626 800 510 1,936 19 106 57 182 645 906 567 2,118
150 6 344 411 152 907 13 10 24 47 357 421 176 954
200 8 159 180 262 601 11 5 102 118 170 185 364 719
250 10 15 33 6 54 - - - - 15 33 6 54
300 12 87 5! 28 120 2 - - 2 89 5 28 122
400 16 87 - 19 106 - - 15 15 87 - 34 121
450 18 - - 28 28 - - - - - - 28 28
500 20 78 - - 78 - - - 78 - - 78
600 24 52 - - 52 - - - - 52 - - 52
750 30 12 - - 12 - - - - 12 - - 12
Total Steel Mains 7,435 5,381 2,691 15,507 142 415 454 1,011 7,577 5,796 3,145 16,518
Polyethylene Pipe
40 721 698 33 1,452 97 11 - 108 818 709 33 1,560
63 551 515 371 1,437 32 5 3 40 583 520 374 1,477
125 118 160 90 368 8 2 - 10 126 162 90 378
180 27 = 4 31 4 = = 4 31 = 4 35
Total P.E. Mains 1,417 1,373 498 3,288 141 18 3 162 1,558 1,391 501 3,450
Total Mains 8,852 6,754 3,189 18,795 283 433 457 1,173 9,135 7,187 3,646 19,968
SERVICES
Steel Pipe 2,327 1,844 833 5,004 | | 60 95 47 202 | 2,387 1,939 880 5,206
Polyethylene Pipe 243 211 87 541 19 24 6 49 262 235 93 590
Total Services 2,570 2,055 920 5,545 79 119 53 251 2,649 2,174 973 5,796
TOTAL NETWORK 11,422 8,809 4,109 24,340 362 552 510 1,424 11,784 9,361 4,619 25,764
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Town-wise Detail of Customers

as at 30 June 2005
Towns (Including adjoining areas)  Industrial Commercial Domestic Total
KARACHI 2,481 14,099 1,252,575 1,269,155
SINDH (Interior):
Hyderabad Region:
Badin - 17 3,517 3,534
Bhan Saeedabad/Boobak - 8 711 719
Dadu - 35 6,022 6,057
Dhabeji / Nooriabad / Thatta 29 50 5,699 5,778
Hala /Bhit Shah / Matiari - 10 5,465 5,475
Hyderabad 148 1,410 103,149 104,707
Khairpur Nathan Shah - 9 1,807 1,816
Kotri / Jamshoro 49 66 12,323 12,438
Matli - 9 2,698 2,707
Mehar - 24 3,041 3,065
Mirpurkhas 4 136 15,622 15,762
Nasarpur / Palijani 2 7 921 930
Phulji /Piaro Goth - 1 461 462
Radhan - 3 626 629
Rehmania Nagar - 14 795 809
Sehwan Sharif - 9 1,660 1,669
Shahdadpur - 35 6,314 6,349
Tando Adam 2 67 8,423 8,492
Tando Allahyar - 26 8,019 8,045
Tando Jam - 14 4,591 4,605
Tando Mohammad Khan - 24 4,326 4,350
Thana Bola Khan - - 1,038 1,038
Tharri Mohabat - 2 290 292
234 1,976 197,518 199,728
Sukkur Region:
Gambat - 20 2,644 2,664
Ghotki - 33 3,822 3,855
Khairpur - 80 8,612 8,692
Kot Diji - 6 777 783
Mirpur Mathelo / Daharki - 35 4,876 4,911
Pano Aqil 2 19 3,276 3,297
Pirjo Goth - 30 5,507 5,537
Ranipur 1 28 3,400 3,429
Rohri 1 40 5,298 5,339
Sukkur 23 296 25,695 26,014
27 587 63,907 64,521
Larkana Region:
Badah - 26 1,107 1,133
Gari Yasin - 13 4,372 4,385
Jacobabad 1 59 7,503 7,563
Kandhkot - 12 2,817 2,829
Larkana 3 213 17,937 18,153
Miro Khan - 5 441 446
Naudero - 13 1,977 1,990
Rato Dero - 31 3,081 3,112
Shahdad Kot / Kamber / Warah - 57 10,413 10,470
Shikarpur 3 113 10,727 10,843
Thul - 16 1,944 1,960
7 558 62,319 62,884
Nawabshah Region:
Moro 1 26 5,146 5,173
Naushero Feroz - 54 5,831 5,885
Nawabshah 3 139 19,748 19,890
Qazi Ahmed - 11 4,588 4,599
Sanghar - 48 5,357 5,405
Sinjhoro - 5 4,599 4.604
4 283 45,269 45,556
272 3,404 369,013 372,689
BALOCHISTAN:
Belpat/Bhag/Dhadar/Lehri - 3 1,425 1,428
Bostan - 2 1,005 1,007
Dera Allah Yar - 7 1,879 1,886
D.M. Jamali/Garhi Khairo/Sohbat Pur - 8 2,403 2,411
Huramzai/Karbala - - 2,922 2,922
Kuchlak - 22 5,259 5,281
Mach/Kolpur/Pringabad/Kalat - 10 1,923 1,933
Mastung - 23 2,866 2,889
Pishin - 60 3,768 3,828
Quetta 41 1,359 112,119 113,519
Sibi 1 28 4,021 4,050
Sui Field/Dera Bugti/Pirkoh - 2 1,391 1,393
Usta Muhammad - 21 2,534 2,555
Yaru/Saranan/Ziarat - 7 1.736 1,743
42 1,652 145,251 146,845
2,795 19,055 1,766,839 1,788,689
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Pattern of Share Holding

As At 30 June 2005
Share holding

No. of Shareholders From To Total Shares Held % age
3485 1 100 120799 0.02
2960 101 500 827984 0.12
16087 501 1000 15892722 2.37
5471 1001 5000 15144656 2.26
1243 5001 10000 9636356 1.44
417 10001 15000 5255123 0.78
235 15001 20000 4247317 0.63
137 20001 25000 3187423 0.47
87 25001 30000 2477183 0.37
51 30001 35000 1673993 0.25
61 35001 40000 2360214 0.35
36 40001 45000 1546807 0.23
62 45001 50000 3046188 0.45
26 50001 55000 1374943 0.20
21 55001 60000 1236906 0.18
14 60001 65000 879670 0.13
13 65001 70000 890397 0.13
17 70001 75000 1260569 0.19
13 75001 80000 1018083 0.15

9 80001 85000 742557 0.11

7 85001 90000 617602 0.09

4 90001 95000 374500 0.06

21 95001 100000 2092000 0.31
5 100001 105000 514718 0.08

6 105001 110000 649989 0.10

4 110001 115000 452635 0.07

4 115001 120000 474950 0.07

6 120001 125000 750000 0.11

3 125001 130000 382500 0.06

3 130001 135000 398102 0.06

2 135001 140000 272732 0.04

3 140001 145000 433115 0.06

9 145001 150000 1344167 0.20

3 150001 155000 461350 0.07

3 155001 160000 477000 0.07

5 160001 165000 820598 0.12

4 165001 170000 671845 0.10

2 170001 175000 347500 0.05

1 175001 180000 180000 0.03

1 180001 185000 184000 0.03

2 185001 190000 380000 0.06

11 195001 200000 2198500 0.33

1 200001 205000 200500 0.03

1 205001 210000 206350 0.03

1 210001 215000 210500 0.03

4 215001 220000 876099 0.13

1 220001 225000 225000 0.03

1 225001 230000 230000 0.03

1 240001 245000 245000 0.04

4 245001 250000 1000000 0.15

1 250001 255000 252783 0.04

1 255001 260000 259500 0.04

2 260001 265000 527806 0.08

6 265001 270000 1607283 0.24

1 270001 275000 275000 0.04

1 280001 285000 281624 0.04

2 285001 290000 578800 0.09

2 290001 295000 586000 0.09

2 295001 300000 597923 0.09

1 305001 310000 309500 0.05

2 315001 320000 640000 0.10

2 320001 325000 650000 0.10

1 325001 330000 325500 0.05

SSGC
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Pattern of Share Holding

As At 30 June 2005
Share holding

No. of Shareholders From To Total Shares Held % age
1 340001 345000 342500 0.05
3 345001 350000 1047000 0.16
1 355001 360000 360000 0.05
1 360001 365000 361100 0.05
2 370001 375000 750000 0.11
1 375001 380000 379517 0.06
1 380001 385000 381144 0.06
2 390001 395000 787750 0.12
2 395001 400000 800000 0.12
2 405001 410000 815843 0.12
1 410001 415000 411991 0.06
2 420001 425000 848500 0.13
1 435001 440000 436500 0.07
1 440001 445000 441000 0.07
1 450001 455000 455000 0.07
2 455001 460000 915432 0.14
1 460001 465000 465000 0.07
1 485001 490000 488500 0.07
2 495001 500000 997500 0.15
1 500001 505000 505000 0.08
1 505001 510000 505500 0.08
2 545001 550000 1100000 0.16
1 590001 595000 593000 0.09
1 595001 600000 597000 0.09
1 630001 635000 632500 0.09
2 695001 700000 1396000 0.21
1 750001 755000 754575 0.11
2 755001 760000 1514694 0.23
1 785001 790000 786000 0.12
1 800001 805000 802000 0.12
1 815001 820000 819000 0.12
1 835001 840000 835500 0.12
1 850001 855000 855000 0.13
1 860001 865000 863023 0.13
1 895001 900000 897000 0.13
1 910001 915000 910500 0.14
1 975001 980000 978500 0.15
1 1180001 1185000 1183500 0.18
1 1185001 1190000 1186000 0.18
1 1210001 1215000 1214000 0.18
1 1470001 1475000 1475000 0.22
1 1570001 1575000 1571708 0.23
1 1635001 1640000 1639000 0.24
1 1785001 1790000 1786779 0.27
1 1815001 1820000 1819712 0.27
1 1820001 1825000 1825000 0.27
1 1875001 1880000 1878000 0.28
1 1900001 1905000 1901675 0.28
1 2385001 2390000 2389450 0.36
1 2560001 2565000 2565000 0.38
1 2655001 2660000 2659014 0.40
1 2690001 2695000 2694000 0.40
1 4305001 4310000 4310000 0.64
1 7430001 7435000 7432000 1.11
1 8335001 8340000 8336423 1.24
1 9670001 9675000 9671592 1.44
1 15025001 15030000 15029097 2.24
1 29240001 29245000 29240357 4.36
1 39220001 39225000 39224506 5.84
1 405600001 405605000 405600188 60.43
. 30665 671174331 100.00

SSGC
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Categories of Shareholders

As At 30 June 2005

Categories of shareholders Number Shares held Percentage

Associated Companies, Undertakings

and Related Parties - 0 - - 0
NIT AND ICP 2 30,021,105 4.47
National Bank of Pakistan Trustee Deptt. 30,004,851 4.47
Investment Corporation of Pakistan 16,254 0.00

Directors, CEO & their Spouse

and Minor Children2 80,120 0.01
Mr. Munawar B. Ahmed MD 2,500
Mr Khursheed K. Marker, Director 77,620
Executives 26 84,309 0.01
Banks, Development Finance Institutions, 238 84,448,194 12.58

Non-Banking Finance Institutions, Insurance
Companies, Modarabas and Mutual Funds

Bank, Development, Finance Institutions 38 16,065,166 2.39
Non-Banking Finance Institutions 158 15,408,881 2.30
Insurance Companies 18 44,991,212 8.71
Modarabas and Mutual Funds 24 7,982,935 0.22

Shareholders holding ten Percent
or more voting interest in the Company

President of the Islamic Republic of Pakistan 1 405,600,190 60.43
Individual 30349 128,251,704 4,51
Others 47 22,688,709 3.38

Administrator of Abandoned Properties,
Associations, Foundations, Societies,
Institutions and Nazir of the High Court

30,665 671,174,331 100.00

SSGC
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I/ We

of being a Member(s)

of Pakistan Refinery Ltd. holding

ordinary shares hereby appoint

of or failing him / her

of

as my / our proxy in my / our absence to attend and vote for me / us and on my / our behalf at the
Forty-fifth annual General Meeting of the Company to be held on October 26, 2005 and at any
adjournment thereof.

As witness my / our hand / seal this day of 2005

Signed by the

In the presence of 1.

Shareholder No.

Signature on Revenue stamp
of appropriate value

This signature should agree
with the specimen registered
with the Company.

IMPORTANT

Instruments of Proxy will not be considered as valid unless they are deposited or received at the
Company’s Registered Office at Korangi Creek Road, Karachi, or share registrar’s office not later
than 48 hours before the time of holding the meeting.

SSGC
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Vhatlebis
customers say - - -

"| wish to congratulate you on your achievement in setting great standards of customer satisfaction at
your organization...

Dealing with Sui Southern, seems like one is dealing with an organization which is maintaining its
standards as per the standards of the Developed world, which is highly unlikely to be seen in any other
Pakistani organization. And surely, the credit of such standard goes to you and your Managing Director.”

Shaukat Igbal
Managing Director, Saba Textiles (Pvt.) Ltd.
Ex-President Karachi Chamber of Commerce & Industry

*| wish to offer you my gratitude for the timely and efficient manner in which your good office has helped
resolve our low gas pressure problem against our complaints informed to your good self vide our letters
dated July 21, 2005 & August 02, 2005.

Here | would like to specifically thank your efforts for paying special interest in determining the prompt
and effective solution of the problems faced by the aforementioned.

It is due to organization such as yours that will build and improve the import and export industry and
ultimately the economy of Pakistan.”

Muhammad Shafiq Shakir
Managing Partner, Nazeer Dyeing and Bleaching.

SSGC
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Leading the energy sector

“Wa, Maveena Group of Companies, present (our) bast compliments to your esteemed organisation, and
have tha honour fo encourage your company on its performance, service and working for private sector,
home consumer as well as industrial consumer, in respect of supplied pressure / power according fo
requiraments.

It is indeed, and without any doubt, that your performance of customer service is simply outstanding... .”

Asif Raza Tata
Chiel Executive
Maveena Exports (Pvt.) Lid.

*As a businessman and an active member of various trade bodies and the FPCCI, | often have o lead
delegations or make representations in different ministries or call on various utility companies, gas, water
and electricity companies, with problems our industrialists face in running their businesses or setting up a
new industry.

| must say, SSGC is one company where | feel, and | am sure other people do too, that if you have a
case, they listen to you! And, they do not just listen - they take immeadiate action to resclve our problem.

You see, the idea of service runs across every level at S3GC, from the MD right down to the person at
cusiomer centre where you pay your bill."

Dr. Mirza Ikhtiar Baig
Chairman
Baig Group of Companies

*On 4th May 2005, | called 119 centre of SSGC at about 08:35pm to inform about gas leakage near the
cooking range... | was thinking that either the telephone line would be busy (like other public utility
companies... and if at all call is answered no one would visit for next 2 to 3 days.

To my surprise the phone was picked up on first bell and a well mannered person responded...after 15

minutes the door bell rang... and | saw SSGC Emergency centre vehicle with a person enquiring about
ry problem. Within few minutes the person had fixed the leakage... Wow! What a service.”

Akram Siddigui
Customer

*SSGC has shown drastic change in the form of improvement in the customer satisfaction.

The customer facilitation center at Shahrah-e-Faisal is doing a great job by providing excellent services
through courtesy, efficiency and addressing the customer problems.”

5. Farid
Customer

SSGC
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Finance Committee
Qlasim Rabbani, Member

Asif Sased, Member

Aftzaz Shahbaz, Chairman
Muhammad Igbal Awan, Member
Muhammad Javed Khan, Member
Munawar Baseer Ahmad, MD



HR Committee

Zahid Majid, Member

Asif Saeed, Member

Aitzaz Shahbaz, Chairman
Munawar Baseer Ahmad, MD
M. Naeam Malik, Member

Leading the energy sector

Audit Committee
Sajid Zahid, Mamber
Muhammad lgbal Awan, Member
Tarig Igbal Khan, Chairman
Zahid Majid, Member

Casim Rabbani, Marmiber

SSGC
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Aitzaz Shahbaz

Chairman

Chairman ISGSL, Petroleurn Institute of Pakistan and Lubricants Advisory
Committee. Former Chief Executive, Pakistan Burma Shell, Former Chairman,
Shell Pakistan, Management Association of Pakistan. Oil Companies Advisory
Committee, National Refinery Lid. Special Olympics Pakistan and Trustee,
Lahore University of Management Sciences

Munawar Baseer Ahmad, PE.

Chief Executive & MD

Chief Executive & Managing Director SSGC since October 2002, Mr. Munawar
Baseer Ahmad has 32 years experienca having held seniar management and
enginearing positions with leading multinationals in the USA, Middle East and
Pakistan in the oil, gas. technology and engingenng industries. A professional
registared engineer in USA (Texas) and Pakistan he is a member of PIP. MAP
CSP and IEEE. He hoids a B.Sc. Engg. degree from UET, Lahore and M.S¢
Engg. and MBA from University of Houston, Texas, -USA. He is also a Director
on the Boards of PIF, SNGPL and ISGSL and had successfully headed PEPCA
ior bwo years before joining SSGC

SSGC
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Asif Saeed

Member

Chemical Engineer with 33 years epenence in the lertilizer petrochamical industry. Hedd senior key positions
i Engro Chemicals: (Pakdstan], impenal Of {Canada), Exxon Chemical (USA) and Aliona Petrochermical
{Australia). Formar Director on the Baards of Engro Viopak Terminal Lid. and Engno Asahi Polymer Ghamicals
Lia.

Khursheed K. Marker

Member

Prasanty Chairman of Marck Marker (Pvi} Limited and Sacurity Imestmeant Bank Limited Fonmary on the
Board of State Bank of Pakistan, Habib Bank, PICIC and 11 Pakistan Limeed. Chairman of a numiser of
charitable family trusts. Ploneer member of the Steering Commitios of the Aga Khan Foundation. An M.A.
{Cantab) having gained a B.Sc., degres from the Punjab Univarsity,

Muhammad Javed Khan

Member

Expcutive Directoe, State Life Insurance Corposation of Pakistan, Director PICIC, Director Alpha Insurance Co.
Ltd., Farmerly Mambar / Additional Socrotary Walagl Mohiast Secnetanal, Commissionar of lncome Tax, BA
(Hona ) LA, (Poltical Sciance).

Saquib H, Shirazi

Member

Lheal Executo Officer of Allas Honda Lid, Graduated from Tha Whanon School of Finance, balors complating
hi= Masters irom Harvard Business Sehoal, Boand mesnber of Harvard Busingss School Alums Association.
Homines Direclor of Bank at Karachi Siock Exchanga, Mr, Saguib H. Shirazi & also on the Board of
Precalizason Commisson of Pakistan and Member Board of Trusises & Governar of LUMS.

—T——

r
4

B Sajid Zahid

-

-----
[
e

= | Couwtof Pakistan, J1. Senior Pariner of Orr, Dignaem & Campany, Avocates. Director of PPL. Habi Bank Limaed

-'.‘%' and Tha First MeroFinanceBank Limited and member of the Banking Laws Review Commission

=

Tariq Iqbal Khan |

Member |

Mr. Tariq igbal Khan, Chairman & Managing Direcior, Mational Investmen! Trust combings very nch and
diversified exporience of indusiry, Capital markets. Corporate Sector and Company Law. Staned s professonal |
e a3 & Chariered Accourtant from A.F. Ferguson & Company. Founder Director of Islamabad S2ock Exchangs
and Fressdpn from 1885 1o 1898, He has served as Member, Tax, Policy and Co-ordination in CHR & a
3‘3“'“‘"‘55—\.‘!"1‘" Ard acting Cr\'.:-lll man o 2000




Leading the energy sector

M. Zahid Majid

Member

Mechanical Engineering from Govemment College (Mow Univarsty) of Enginsering and Tachnology, Lahons
with Homaws and Gold Moedal. Gainad managemant quakficatons lrom Manchesier College of Sclence and
Technology, LUK and Asian Ireshie of Managomant Manita, Member of the Amerncan Insfituie of Chemical
Engingars, LISA, Served as Direclor on the Board of Exxon Chemical Pakistan Lid and Gulf C8l in Singapons
and in Bhe hiddle East Also Direchor on $he Board of PPL

A. Rashid Lone

Member

Chied ExecutiveManaging Director Sul Northem Gas Pipelines Limited (SNGPL), Managing Director,
Interstabe Gas Systoms (Pvi) Lid A chemical Engineer hoiding B.5¢ (Hens) and M.Sc (Chamical Engineering)
cagreas from Lrkvesnity of the Purgab, Laborn (Paicstan], A registared profiecsionall Enginear with Pakisian

1 Engnearing Coundd, Fellow Member of Pakistan Instiute of Chemical Enginsering.

I|I|'|||'I||l|.|
TTT1114

{11}

Muhammad Igbal Awan

Member

Mt Board of Audl and France Commities S5GC. Fnancial Advisor, Ministry of Petroleum & Matural
Resources and Ministry of Haalth. Disector PPL, Atiock Refinany Ld, NRL, PMOC, P20, OBDC, Lakhra Caal
Dervelopment Corporation, ISG5L and othed leadng comparsss, MBA from Columbial Unedansity, LISA.

!

Muhammad Naeem Malik
Member

Engines by profiession, with over 235 yisars expatienc in tha chamical industny and Govermmant of Pakistan
Presertly Director Ganeral ( Gas) and Deecior Genaral [Administration | Special Projects), Minisiry of
Pitrotem & Mahwral Resources. Alsa Divachor on the Boards of SHGPL, and Piraoh Gas Cormgany
(Pt} Lacd

SLTHS LT
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Qasim Rabbani

Member

Curently Execulive Direcior af Imvest Capial & Securfies. Alter a carser in the Pakistan Armmy, he served in
saredd poshons in lesdng national and multinational organizasons e, Brooke Bond [now part of Unliever)
TCS, Pakcom Limied, Englich Biscuits. Dadatnoy Cement, Pakland Cement and Fauj Foundation. An MBA
from 5A Karnchi

Samiullah Baloch

Member

A Master's in Poliical Science and LLB. Currently CEQ Baloch Consultants (Pvi) Lid. & commpary irvohved in

I IONEEIPLCEON, SN andl ongenaerng consullancy. Also Managng Partngs, Bolan Fisheres (P, ) Lid. and
Haroon Fsharies (Pa.) Lid. managing the business of deep-sea fishing




he people of SSGC are driven to deliver
T oy their insurmountable energy. Whather
it 15 a matter of pipeline expansion
projects, emergency relief efforts, technology
initiativas, customer sarvice or community

development, there is always a high level of
the le a %GC anergy, driven by the urgency to conclude
projects on time and within budget.

It 15 in the same spirit that major pipaline




expansion projects were implemented during 2004-
05 to extend distribution to key destinations in
Balochistan such as Ziarat and Kalat, and to
genhance the network capacity for Karachi, the
company's largest load centre. The projecls were
gompleted within the allotted time and well within
budget.

At the inaugural ceremony of the Ziaral pipeline
project on September 11, 2004, the President of

Barge mounted cranes oparating at the Indus Hiver

Leading the energy sector

Pakistan Gen Pervez Musharraf paid rich tributes to
5SGC engineers, technicians and management for
their speed, efficiency, dedication and commitment
in meeting his government's objective to make gas
available to remote villages and towns in
Balochistan. History repeated itself on April 1, 2005,
when the Kalat pipeline project was inaugurated,
also by the President of Pakistan, who once again
commended the efforts of the workers and
management of SSGC.

Two other projects of a very different dimension
undertaken during the year also demonstrated the
energy within SSGC. The company mobilized the
largest single corporate sector conftribution to the
Tsunami Relief Project for the people of Sri Lanka
and Indonesia, amounting to Rs.12 millicn, in cash
and kind, within a period of two weeks. A third of
the amount came from SSGC employees who
contributed a day's salary. Corporate partners and
friends of SSGC such as Crescent Steel,
Continental Biscuits, Candyland and others also
participated, contributing generously on the call of
the SSGC management to support the President's
Tsunami Relief effort.

On the projects side, a mammoth undertaking was
the Indus river crossing. SSGC construction crews
fabricated a 30’ x 40' barge with a carrying capacity
of 60 tons, on which two cranes weighing 13-tons
each were loaded. A massive U-bend weighing over
12 tons was thus put in place to complete the
overhead crossing prior o the heavy floods season.

mipeling crossing near Jamshorno

SSGC
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he spirit of Enterprise is the e
culture, While

5 In the field face difficult terrain and

working condilions, our engineers
p innovative designs and solutions us sing
ine most advanced technologies and adopl new

customer-friendly syslems, to deliver world-
class sarvice o customers across Sindh and
Balochistan.




Just over fifty years ago, the Sui Gas Transmission
Company earned the distinction of being the first
utility company in Asia to lay a 16" diameter 558km
gas pipeline, connecting Pakistan’s industrial hub
and then federal capital Karachi, in Sindh, to Sui in
the heartland of Balochistan.

Today nearly 3,000 kms of high-pressure gas
26,000 kms of

transmission lines and owver

distribution lines stretch across SSGC's franchise
areas, providing the convenience of natural gas to
about 1.8 million customers in 120 towns and 530
villages of Sindh and Balochistan.

Working under the most adverse conditions, SSGC
planners, engineers, technicians and ground crew
continued to complete their projects as part of the
GIREP-Il (Gas Infrastructure Rehabilitation and
Expansion Project) and meet their targets in terms
of time and cost. During the year the company
broke new ground as they laid the 30° diameter
pipeling across the Hiver Indus near Jamshoro, as
part of the 116 km 24" ILBP from Hyderabad to
Karachi a project completed in a record time
of six months.

A record level of CAPEX of Rs.6.2 billion was
incurred in 2004-05, as part of the company's
ambitious 5-year, Hs.43 billion Strategic
Development Plan. That helped achieve the year's
ambitious targets for network upgrade and
expansion, pipeline rehabilitation, improvements in
Information Technology and significant business
growth, all driven by the Spirit of Enterprise of the
people at SSGC.

S5GC mm'HWMMiﬂd&mtml - Karachi pipeline, completed in record time.

)
SSG
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xcellence in Service, Engineering and
ETE::hnnI-:::-r_.J-!..- and in fact all facets of S

Operation, is acknowledged as our
hallmark both within and outside the Oil and

Gas sector. We are today recognized as the

. most technology enabled utility, not just in
e WJp e a Pakistan but also in the South Asia region, and

the pursuit of excellence has become an

: eﬂ( !n% inherent quality in SSGC.
b " - - =

Y] -
VN T DB

—
-
=
-
===
i
=
=
i
=
="
i

i



In the Information Technology area, which forms
the backbone of the business today, three major

inifiatives were taken this year. These included the
phased implementation of Oracle e-Business Suite,
a globally recognised ERP package and SPL's
world-class Customer Information System (CIS)
software to integrate sales, billing and customer
service and an integrated Geographical Information
System (GIS).

.

Leading the energy sector

Human Resource at SSGC is our strategic strength.
Training and development of personnel is a key
priority and the company invests in training its
people at the Gas Training Institute (GT1) in Karachi
and at external locations within Pakistan or
overseas. SSGC speakers and presenters are well
recognized in Mational and International
forums.

Whether it is Engineering, Construction, Customer
Sarvices, Medical Services or any other division or
department there is a new commitment towards
performance and the achievement of excellence.
Mew standards of Quality and Service are
benchmarks for all.

Today, the people at SSGC, from our construction
workers, operators, customer service personnel to
office workers, engineers and management, all take
their job assignments seriously and with a passion
to excel.

This Spirit, driven by the Energy of the people at
SSGC, coupled with their Spirit of Enterprise
provides the synergy for meeting increasingly
higher standards of Excellence, all focused 1o
provide our customers “First Class Service, With a
Smile”.

IH'r_'I.I'I-:"'IE':I'.I GPS monitors provide pipeling network coordinates th rough salellite-based G115 sysiem

SSGC
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Balance Sheet

as at 30 June 2005

EQuUITY 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 remeasurement

of available for sale securities
Unappropriated profit

Non-current liabilities [ NGNS
Long term financing

Long term deposits

Deferred tax

Employee benefits

Deferred credit

Current liabilities [

Trade and other payables

Interest and mark-up accrued

Short term borrowing

Current portion of long term financing

Contingencies and commitments

Government owned assets held on trust by the
company

The annexed notes 1 to 50 form an integral part of these financial statements.

SSGC
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Note

w

10
11
12
13

14

1531

2005

2004

(Rupees in ‘000)

10,000,000 10,000,000
6,711,743 6,711,743
2,488,662 2,488,662

152,896 147,166
1,012,501 1,006,761

10,365,802 10,354,332
7,203,180 4,644,750
1,806,695 1,609,746
2,875,241 2,496,419

847,932 772,322
1,791,364 1,711,395
14,524,412 11,234,632
10,926,115 8,362,880
185,020 168,401

220,000 -
1,461,144 1,716,578
12,792,279 10,247,859
37,682,493 31,836,823
- 105,965




Note

2005

2004

(Rupees in ‘000)

ASSETS |
Non-current assets [N
Property, plant and equipment 15 21,641,128 17,496,568
Intangible assets 16 60,932 -
Long term investments 17 166,525 204,490
Long term loans and advances 18 127,848 136,373
Long term deposits 19 4,458 4,072
22,000,891 17,841,503
Current assets |
Stores, spares and loose tools 20 929,310 794,232
Stock-in-trade 21 227,318 198,443
Customers' installation
work-in-progress 22 84,504 56,019
Trade debts 23 8,754,927 6,705,704
Loans and advances 24 96,897 108,464
Trade deposits and short term prepayments 25 118,452 138,928
Interest accrued 7,458 13,142
Other receivables 26 3,693,692 2,270,813
Taxation recoverable 27 499,841 668,791
Cash and bank balances 28 1,269,203 3,040,784
15,681,602 13,995,320
37,682,493 31,836,823

) 9
9’("}“ ke .-H:,

Aitzaz Shahbaz
Chairman

Munawar B. Ahmad P.E.
Managing Director

SSGC

annual report 2005|



Profit & loss account
for the year ended 30 June 2005

Note 2005 2004
(Rupees in ‘000)

Sales 62,511,685 54,444,623
Sales tax (8,136,107) (7,089,741)
54,375,578 47,354,882
Gas development surcharge (1,672,901) (2,555,192)
Net sales 52,702,677 44,799,690
Cost of gas 29 (46,812,706) (38,713,079)
Gross profit 5,889,971 6,086,611
Transmission, distribution and selling costs 30 (4,785,690) (4,217,118)
Administrative expenses 31 (1,387,292) (1,230,224)
Other operating expenses 32 (156,984) (104,215)
(6,329,966) (5,551,557)
(439,995) 535,054
Other operating income 33 2,591,689 1,732,894
Operating profit before finance cost 2,151,694 2,267,948
Finance cost 34 (563,017) (695,597)
Profit before taxation 1,588,677 1,572,351
Taxation 35 (576,176) (575,639)
Profit for the year 1,012,501 996,712
(Rupees)
Proposed dividend per share 1.50 1.50
Basic and diluted earnings per share 37 1.51 1.49

The annexed notes 1 to 50 form an integral part of these financial statements.
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Cash Flow Statement

for the year ended 30 June 2005

2005 2004
(Rupees in ‘000)

casH FLows From operATING AcTiviTies  [[IINENEGEGEGE

Profit before taxation 1,588,677 1,572,351
Adjustments for non cash items:
Depreciation 2,155,453 1,937,823
Amortisation of Intangibles 30,461 -
Finance cost 563,017 695,597
Insurance claim Written off 11,600 -
Provision against doubtful debts 214,033 239,460
Provision for slow moving and obsolete stores 4,313 -
Provision for compensated absences 7,173 14,081
Provision for post retirement medical and gas supply facilities 84,056 118,829
Provision for other retirement benefits 124,028 181,268
Amortisation of deferred credit to the profit and loss account (150,862) (145,239)
Dividend income (5,325) (5,293)
(Provision) / Income from remeasurement of value of investments (2,751) 50
Profit on sale of investment (456) -
Return on bank deposits (70,849) (93,526)
Gain on disposal of fixed assets (52,211) (17,321)
2,911,680 2,925,729
Net cash flows from operations 4,500,357 4,498,080
Service charges received from new consumers 125,605 418,420
Long term deposits received - net 196,949 181,840
Loans and advances recovered 20,092 (10,719)
Long term deposits (386) 665
Changes in working capital
- Stores, spares and loose tools (135,078) (74,550)
- Stock-in-trade (28,875) (35,731)
- Customers' installation work-in-progress (28,485) 420
- Trade debts (2,263,256) 145,874
- Trade deposits and prepayments 20,476 (48,934)
- Other receivables (1,491,426) (1,077,161)
- Trade and other payables 2,708,251 1,684,619
(1,218,393) 594,537
Retirement benefits paid (225,974) (117,673)
Income tax paid (28,404) (714,590)
Finance cost paid (629,680) (664,899)
Net cash flows from operating activities 2,740,166 4,185,661

casH rLows From INVESTING AcTiviTies [N
Fixed capital expenditure (6,220,058) (2,213,996)
Proceeds from sale of fixed assets 60,034 19,494
Investment in subsidiary company (5,099) -
Proceeds from sale of investment 52,000 -
Profit / interest on bank deposits 76,533 98,101
Dividend received 574 5,293
Net cash flows from investing activities (6,036,016) (2,091,108)
|

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from local currency loans 4,019,328 2,015,527
Repayment of local currency loans (760,665) (1,622,642)
Repayment of foreign currency loans (912,002) (827,208)
Repayment of liabilities against assets subject to finance leases (43,664) (43,768)
Short term borrowing 220,000 -

Dividend paid (998,728) (1,204,816)
Net cash flows from financing activities 1,524,269 (1,682,907)
Net increase/ (decrease) in cash and cash equivalents (1,771,581) 411,646
Cash and cash equivalents at beginning of the year 3,040,784 2,629,138
Cash and cash equivalents at end of the year 1,269,203 3,040,784

The annexed notes 1 to 50 form an integral part of these financial statements.
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Statement of Changes in Equity

for the year ended 30 June 2005

Issued, Capital Revenue Surplus on  Unappropriated Total
subscribed reserves  reserves remeasurement profit
and paid-up of available for

capital sale securities

(Rupees in ‘000)

Balance at 30 June 2003 as
previously reported 6,711,743 234,868 2,263,490 93,461 353 9,303,915

Effect of change in accounting
policy (Note 2.2.1):

Final dividend for the year ended
30 June 2003 declared subsequent

to the year end - - - - 1,208,114 1,208,114
Restated Balance at 30 June 2003 6,711,743 234,868 2,263,490 93,461 1,208,467 10,512,029
Final Dividend for year ended

30 June 2003 - - - - (1,208,114) (1,208,114)
Net surplus on remeasurement

of available for sale securities - - - 58,705 - 58,705
Profit for the year - - - - 996,712 996,712
Transfer from general reserve - - (9,696) - 9,696 -

Restated Balance at 30 June 2004 _6,711,743 _ 234,868 _2.253.794 147166 _ _1,006,761 10,354,332

Balance at 30 June 2004
as previously reported 6,711,743 234,868 2,253,794 147,166 - 9,347,571

Effect of change in accounting
policy (Note 2.2.1):

Final dividend for the year ended
30 June 2004 declared subsequent

to the year end 1,006,761 1,006,761
Restated Balance at 30 June 2004 6,711,743 234,868 2,253,794 147,166 1,006,761 10,354,332
Final dividend for the year ended

30 June 2004 (1,006,761) (1,006,761)
Net surplus on remeasurement

of available for sale securities - - - 5,730 - 5,730
Profit for the year - - - - 1,012,501 1,012,501

Transfer to general reserve - - - - - -

Balance at 30 June 2005 6.711.743 234,868 2,253,794 152,896 1,012,501 10.365.802
The annexed notes 1 to 50 form an integral part of these financial statements.
|
Hhu UII"':L"":-‘ II: -" 1:-1'. — 4
Aitzaz Shahbaz Munawar B. Ahmad P.E.
Chairman Managing Director

SSGC

| annual report 2005



Notes to the Financial Statements
for the year ended 30 June 2005
1. STATUS AND NATURE OF BUSINESS

Sui Southern Gas Company Limited is a public limited company incorporated in Pakistan and is listed
on the Karachi, Lahore and Islamabad Stock Exchanges. 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.

2. SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of preparation

These financial statements have been prepared under the historical cost convention, except for certain
financial instruments which are carried at their fair values.

2.2 Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan and the requirements of the Companies Ordinance, 1984. Approved accounting
standards comprise such International Accounting Standards as are notified under the provisions of the
Companies Ordinance, 1984. Wherever the requirements of the Companies Ordinance 1984, or
directives issued by the Securities and Exchange Commission of Pakistan (SECP) differ with the
requirements of these standards, the requirements of the Companies Ordinance 1984, or the
requirements of the said directives take precedence.

2.2.1 Changes in accounting policy

Dividend is recognised as a liability in the period in which it is declared. Upto previous year dividends
that were proposed after the balance sheet date but before the financial statements were authorised for
issue were recorded as a liability. The change was considered necessary due to revision in the Fourth
Schedule to the Companies Ordinance, 1984 effective from 5 July 2004. Such a change in policy has
been accounted for retrospectively and comparative financial statements have been restated in
accordance with the recommended benchmark treatment of IAS 8. Had there been no change, the
unappropriated profit and the current liabilities for the year ended 30 June 2005 would have been lower
and higher respectively by Rs. 1,006.761 million (2004: Rs.1,006.761 million).

2.3 Property, plant and equipment

2.3.1 Cost
Property, plant and equipment are stated at cost less accumulated depreciation.

2.3.2 Depreciation
Under a loan agreement with Asian Development Bank, the company is required to recognize a
minimum depreciation charge at 6% per annum of the gross value of its operating assets under the
straight line method.
Compressors and transmission lines
Depreciation is calculated under the straight-line method over the estimated useful lives of assets.

Depreciation on these assets is charged from the dates these projects are available for intended use
up to the date these are disposed off.

SSGC
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2.3.3

2.3.4

2.3.5

2.3.6

2.3.7

2.4

Other operating assets

Depreciation on other operating assets is calculated so as to write off the assets over their estimated
useful lives under the straight-line method with the exception of assets of meter manufacturing division
which are depreciated under the diminishing balance method.

A full year's depreciation is charged in the year of addition while no depreciation is charged in the year
the asset is disposed off, except for assets sold to employees under the service rules, in which case,

depreciation is charged until the date of disposal.

Depreciation is charged at rates mentioned in the notes 15.2, 15.3 and 15.4 to these financial
statements.

Subsequent expenditure (including normal repairs and maintenance)

Expenditure incurred to replace a component of an item of operating assets is capitalised and the asset
so replaced is retired. Other subsequent expenditure is capitalised only when it increases the future
conomic benefits embodied in the item of operating asset. All other expenditure (including repairs and
normal maintenance) is recognized in the profit and loss account as an expense when it is incurred.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation and impairment losses, if any.
Intangible assets are amortised on a straight line basis over their estimated useful lives.

Borrowing costs

Borrowing costs incurred on long term finances obtained for the construction of qualifying assets are
capitalised up to the date the respective assets are available for the intended use. All other mark-up,
interest and other related charges are taken to the profit and loss account currently.

Gains and losses on disposal

Gains and losses on disposal are taken to the profit and loss account currently.

Leased assets

Leased assets in terms of which the company assumes substantially all the risks and rewards of
ownership are classified as finance leases. Assets acquired by way of finance lease are stated at an
amount equal to the lower of its fair value and the present value of minimum lease payments at the
inception of the lease, less accumulated depreciation and impairment losses, if any. Lease payments

are accounted for as described in note 2.9 to these financial statements.

Depreciation on assets subject to finance lease is recognized in the same manner as for owned
operating assets.

Investments
Available-for-sale
Investments available-for-sale are stated at fair value with any resultant gains or losses recognized

directly in equity. These are recognized / derecognized by the company on the date it commits to
purchase / sell the investments.
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2.5

2.6

2.7

2.8

2.9

All quoted investments are initially recognised at cost inclusive of transaction costs and are
subsequently marked to market using closing market quotation of Karachi Stock Exchange at the close
of the financial year. Impairment losses are charged to the profit and loss account. Unquoted
investments are stated at cost due to impracticability to determine their fair value less impairment loss, if
any.

Associated / subsidiary

Investments in associates and subsidiaries (not held for disposal purpose) are carried at cost less
impairment losses, if any.

Stores, spares and loose tools

These are valued at cost determined under the moving average basis less impairment losses, if any.
Goods-in-transit are valued at cost incurred up to the balance sheet date.

Stock-in-trade
Gas in pipelines

Stock of gas in transmission pipelines is valued at the lower of cost, determined on weighted average
basis, and net realisable value.

Meter manufacturing division

Components (materials) are valued at lower of moving average cost and net realisable value.
Work-in-process includes the cost of components only (determined on a moving average basis). Finished
goods are stated at the lower of cost determined on an average basis and net realisable value and
includes appropriate portion of labour and production overheads. Components in transit are stated at cost

incurred up to the balance sheet date.

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

Trade debts and other receivables

° Trade debts are carried at cost (invoiced amount, which is the fair value of the consideration receivable for
sale of gas) less an estimate for impaired receivables.

° Other receivables are stated at cost less impairment losses, if any.

. Bad debts are written off when identified.

Trade and other payables

Trade and other payables are stated at cost.

Mark-up bearing borrowings

Long term financing

Mark-up bearing borrowings are recognized initially at cost, less attributable transaction costs. Subsequent
to initial recognition, mark-up bearing borrowings are stated at original cost less repayments, while the

difference between the cost (reduced for periodic payments) and redemption value is recognized in the prof-
it and loss account over the period of the borrowings on an effective mark-up basis.
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2.10

2.1

2.12

213

Leases

The company accounts for lease obligations by recording the asset and the corresponding liability
determined on the basis of discounted value of minimum lease payments. Financial charges are
recognized in the profit and loss account using the effective mark-up rate method.

Provisions

Provisions are recognized when the company has a present legal or constructive obligation as a result
of past events, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate of the amount can be made.

Deferred credit

Amounts received from customers and the Government as contributions and grants for providing
service connections, extension of gas mains, laying of transmission lines, etc. are deferred and
recognized in the profit and loss account over the useful lives of the related assets.

Taxation

Income tax on the profit and loss for the year comprises current and deferred tax.

Current

Provision for current taxation is based on taxable income at the current rates of taxation, after taking
into account the available tax credits and rebates.

Deferred

Deferred tax is recognized using the balance sheet liability method on all significant temporary
differences between the amounts attributed to assets and liabilities for financial reporting purposes and
amounts used for taxation purposes. A deferred tax asset is recognized only to the extent that it is
probable that future taxable profits will be available against which the asset can be utilised. Deferred
tax assets are reduced to the extent that it is no longer probable that the related tax benefit can be real-
ized. Deferred tax is calculated at rates that are expected to apply to the period when the differences
reverse based on tax rates that have been enacted or substantially enacted at the balance sheet date.

Revenue recognition

. revenue from gas sales is recognized on the basis of gas supplied to customers at rates
periodically announced by the Oil and Gas Regulatory Authority (OGRA).

. meter rental income is recognized monthly at specified rates for various categories of customers
on an accrual basis.

. revenue from sale of meters and gas condensate is recognized on dispatch to the customers.

° deferred credit income is amortised to the profit and loss account over the useful lives of related
assets (refer note 2.11 also).
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2.14

2.15

. dividend income on equity investments is recognized when right to receive the same is
established.

° profit on investments in securities, term deposits, royalty income and pipeline rental income are
recognized on an accrual basis.

. late payment surcharge is recognized from the date the billed amount is due.

. revenue from gas shrinkage in LPG extraction plant of Jamshoro Joint Venture Limited is
recognised on accrual basis.

° under the provisions of an agreement with Asian Development Bank for Loan no. 1138-Pak, the
company is required to earn a minimum annual return before taxation of 17% per annum of the
net average operating fixed assets (net of deferred credit) for the year, excluding financial and
other non-operating charges and non-operating income. The determination of annual required rate
of return is reviewed by OGRA under the terms of the licence 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 Government of Pakistan (GoP) and is
adjusted from / to the gas development surcharge balance payable to / receivable from GoP.

Impairment

The carrying amount of the assets is reviewed at each balance sheet date to determine whether there
is any indication of impairment of any asset or a group of assets. If any such indication exists, the
recoverable amount of such assets is estimated and impairment losses are recognized in the profit and
loss account.

Staff retirement benefits
The company operates the following retirement schemes for its employees:
° Approved funded pension and gratuity schemes for all employees.

Contributions to the schemes are made on the basis of actuarial valuations under the projected
unit credit method.

Actuarial gains / losses are recorded based on actuarial valuation that is carried out annually.
Unrecognized actuarial gains and losses, relating to non-executive and executive employees
defined benefit plans, exceeding ten percent of the greater of the present value of defined bene-
fit obligations and the fair value of plan assets, are recognized in the profit and loss account over
the expected average remaining working lives of the employees participating in the plan.
Otherwise the actuarial gains or losses are not recognized.

Past service cost is recognized in the profit and loss account over the average period until the
benefits become vested. To the extent that the benefits vest immediately, the expense
is

recognized immediately in the profit and loss account.
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2.16

2.17

2.18

2.19

SSGC

° Unfunded free medical and gas supply facility schemes for its executive employees.

Liability under these schemes is recognized in the period in which the benefit is earned based on
the actuarial valuations carried out under the projected unit credit method.

The free gas supply facility has been discontinued for employees retiring after 31 December 2000.

Actuarial gains / losses are recorded based on actuarial valuation that is carried out annually.
Unrecognized actuarial gains or losses, exceeding ten percent of the present value of the defined
benefit obligation, are recognized in the profit and loss account over the expected average
remaining working lives of the employees participating in the plan. Otherwise, the actuarial gains
or losses are not recognized.

° Approved contributory provident funds for all employees (defined contribution scheme).
Contributions by the company and employees are made on the basis of basic salary.

° A non-contributory benevolent fund, under which only the employees contribute to the fund.

Compensated absences

The liability for accumulated compensated absences of employees is recognized in the period in which
employees render service that increases their entitlement to future compensated absences.

Foreign currency translation

Transactions in foreign currencies during the year are translated into Pak rupees at the exchange rates
prevailing on the date of transaction. Monetary assets and liabilities in foreign currencies are translated
into Pak rupees at the rates of exchange ruling on the balance sheet date. Exchange gains and losses
are taken to the profit and loss account currently.

Derivative financial instruments

Derivative financial instruments are recognized initially at cost. Subsequent to initial recognition, the
derivative financial instruments are stated at fair value. The company currently is maintaining hedging
relationships for foreign currency loans discussed in note 2.19 below. Changes in fair value of this
derivative instrument are recognized in the profit and loss account, along with any changes in the
carrying value of the hedged liability.

Hedging

The company has obtained foreign currency loans from Asian Development Bank (ADB) which are
covered under the exchange risk coverage scheme of the Government of Pakistan. Under this
arrangement, the company is entitled to claim from the Government the differential between the actual
payments to ADB and the contracted value of principal and interest amounts. As stated in note 2.18
above, changes in the fair value of hedged liability are recognized in the profit and loss account.
For financial statements presentation purposes, the fair values of the hedging instrument and the
hedged liability are off set and net amounts reported, while relevant break-ups are given in the notes
to the financial statements (refer note 5.1 to these financial statements). The above hedging qualify as
a fair value hedge.
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2.20 Fiduciary assets

Assets held in trust or in a fiduciary capacity by the company are not treated as assets of the company
and accordingly are not included in these financial statements.

2.21 Off-setting

Financial assets and liabilities are off set and the net amount is reported in the financial statements only
when there is a legally enforceable right to set-off the recognized amount and the company intends
either to settle on a net basis, or to realise the assets and to settle the liabilities simultaneously.

2.22 Cash and cash equivalents
Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of cash flow
statement, cash and cash equivalents comprise cash on hand and deposits in banks, short term
running finance under mark-up arrangement, term liquid investments that are readily convertible to
known amounts of cash and which are subject to insignificant changes in value.

3. ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

2005 2004 Note 2005 2004
(Number) (Rupees in '000)

219,566,554 219,566,554 Ordinary shares of Rs. 10 each
fully paid in cash 2,195,666 2,195,666

451,607,777 451,607,777 Ordinary shares of Rs. 10 each

issued as fully paid bonus shares 4,516,077 4,516,077
671,174,331 671,174,331 6,711,743 6,711,743
4. RESERVES
Capital reserves
Share capital restructuring reserve (due to merger) 41 146,868 146,868
Fixed assets replacement reserve 4.2 88,000 88,000

234,868 234,868

Revenue reserves

Dividend equalisation reserve 36,000 36,000
Special reserve 4.3 333,141 333,141
General reserve:

- Balance at 1 July 1,884,653 1,894,349
- Transferred during the year - (9,696)
- Balance at 30 June 1,884,653 1,884,653

2,253,794 2,253,794
2,488,662 2,488,662
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4.1

4.2

4.3

5.1

5.1.1

SSGC

Share capital restructuring reserve

This represents the reduction of share capital of former Sui Gas Transmission Company Limited
(SGTC) due to merger of Sui Gas Transmission Company Limited and Southern Gas Company Limited
(SGC) in March 1989.

Fixed assets replacement reserve

This represents profit allocated in 1986 by former Southern Gas Company Limited for replacement of
gas distribution lines in rural Sindh areas. Subsequently all the rehabilitation activities were carried out
from company's working capital.

Special reserve

This represents accumulated balance arising on a price increase of Rs. 4.10 per MCF granted to the
company by the Government of Pakistan (GoP) in January 1987 retrospectively from 1 July 1985 to
enable the company to meet the requirements of Asian Development Bank regarding debt / equity ratio
and other financial covenants specified in loan agreements with them.

Note 2005 2004
LONG TERM FINANCING (Rupees in ‘000)
Secured
- Loans from banking companies and financial institution
Foreign currency loans 5.1 - 445,711
Local currency loans 5.2 6,750,000 3,000,000
6,750,000 3,445,711
- Other loans
Redeemable capital 5.3 416,330 1,165,748

Unsecured - other loans
Consumer financing 5.4 36,850 33,291
7,203,180 4,644,750

Foreign currency loans

(Asian Development Bank) Installment Repayment
payable period
836-Pak - at year end spot exchange rate half-yearly 1994 - 2005 - 273,695
1138-Pak - at year end spot exchange rate half-yearly 1996 - 2005 740,197 2,093,574
740,197 2,367,269
Exchange loss recoverable from GOP 51.1 (294,486)  (1,009,556)
445,711 1,357,713
Less: Current portion shown under current liabilities (445,711) (912,002)
- 445,711

The company has obtained exchange risk cover from the Government of Pakistan (GoP) in respect of
its foreign currency loans 836-Pak and 1138-Pak acquired from Asian Development Bank (ADB). The
exchange risk coverage arrangement allows the company to claim the differential between the actual
payments to ADB and the contracted value of principal and interest amounts from the GoP. Repayment
of these loans have been guaranteed by the GoP.

| annual report 2005



5.2

5.2.1

5.2.2

5.2.3

5.3

5.3.1

Local currency loans

Instalilment Repayment Note 2005 2004
payable period (Rupees in ‘000)
United Bank Limited - term loan half-yearly 2005 - 2009 5.2.1 1,000,000 1,000,000

Standard Chartered Bank led syndicated loan  half-yearly 2006 - 2009 522 3,000,000 2,000,000
National Bank of Pakistan led syndicated loan  half-yearly 2007 - 2010 523 3,000,000

7,000,000 3,000,000
Less: Current portion shown under current liabilities
United Bank Limited - term loan (250,000)
6,750,000 3,000,000

The loan is secured by a first pari passu fixed charge created by way of hypothecation over moveable
fixed assets of the company comprising compressor stations, transmission pipelines, distribution
pipelines and pipelines construction machinery and equipment. The facility carries mark-up at
1 percent above last six months treasury bills auction cut-off rate and is repayable in equal semi-annual
installments of Rs. 125 million (principal amount) commencing from 25 December 2005.

The loan is secured by a first pari passu fixed charge created by way of hypothecation over all its
present and future moveable fixed assets comprising compressor stations, transmission and distribu-
tion pipelines and pipelines construction machinery and equipment. The facility carries mark-
up at

0.9 percent above the average six months ask side KIBOR rate. The loan was drawn in tranches of
Rs. 2.0 billion and Rs. 1.0 billion on 29 June 2004 and 30 September 2004 respectively. First tranche
of

Rs. 2.0 billion is payable in equal semi-annual installments of Rs. 333.34 million (principal amount)
commencing from 28 December 2006 whereas second tranche of Rs. 1.0 billion is payable in equal
semi-annual installments of Rs. 166.67 million (principal amount) commencing from 30 March 2007.

The loan is secured by a first pari passu fixed charge created by way of hypothecation over all its
present and future moveable fixed assets comprising of compressor stations, transmission and
distribution pipelines and pipelines construction machinery and equipment. The facility carries mark-up
at 1.25 percent above the average three months ask side KIBOR payable quarterly starting
from

29 September 2005. The principal amount is repayable in semi annual installments of Rs. 500 mil-
lion

commencing from 30 December 2007.

Redeemable capital - (non-participatory and secured)

Installment Repayment
payable period

Term finance certificates (TFC 1) half-yearly 2001 - 2006 5.3.1 333,080 666,140
Term finance certificates (TFC 2) half-yearly 2002 - 2007 5.3.1 832,665 1,249,000
1,165,745 1,915,140

Less: Current portion shown under current liabilities (749,415) (749,392)
416,330 1,165,748

Liability against term finance certificates (TFC) is secured by first pari passu charge on all present and
future machinery and equipment and other moveable properties of the company at specified locations
along with the mortgage by deposit of title deeds of the company's head office building. These TFCs
have been rated as AA by Pakistan Credit Rating Agency (Private) Limited (PACRA). Mark-up not due
on these TFCs, as at 30 June 2005, amounted to Rs. 141.529 million (at floor rate).

Salient features of the TFCs are as follows:
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Particulars Total Semi annual installments Profit rate (before
tenure Prompt payment rebate)
TFC 1 5 years - Rs. 0.20 million from - 14.15% during the first two
1 December 2001 to 1 June 2003 years of issuance (fixed rate).
- Rs. 166.53 million from - SBP discount rate plus
1 December 2003 to 1 June 2006 1.10% per annum for
remaining life

- Floor of 13% per annum
and cap of 18% per annum
throughout the remaining
life of issuance.

TFC 2 5 years - Rs. 0.25 million from - SBP discount rate plus
1 December 2002 to 1 June 2004 1.10% per annum.
- Rs. 208.167 million from - Floor of 11.5% per annum
1 December 2004 to 1 June 2007 and cap of 16% per annum
throughout the life of
issuance.
Note

5.3.2 Holding position of TFCs as at 30 June

Prompt payment
rebate

None.

- If TFC installment is

redeemed on or prior to the
scheduled redemption date
and is linked to the SBP
discount rate.

- None.

2005

2004

(Rupees in ‘000)

- Tranche 1

Banking companies and other financial institutions 187,361 374,974
Others 145,719 291,166
333,080 666,140

- Tranche 2
Banking companies and other financial institutions 523,017 797,018
Others 309.649 451,982
832,666 1.249.000
1,165,746 1,915,140

5.4  Consumer financing

Consumer financing 5.4.1 52,868 44,811

Current portion shown under current liabilities

(16,018) (11,520)

36,850

33,291

5.4.1 This represents the outstanding balance of contributions received from certain industrial customers for
the laying of distribution mains for supply of gas to their premises. These balances carry mark-up at
varying rates up to 15 percent per annum and are adjustable in 48 installments through credits in their

monthly gas bills.
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6.1

6.2

8.1

Note 2005 2004
(Rupees in ‘000)
LONG-TERM DEPOSITS

Security deposits from:

- Gas customers 6.1 1,785,403 1,591,115

- Gas contractors 6.2 21,292 18,631
1,806,695 1,609,746

Customers' deposits represent gas supply deposits based on an estimate of three months consumption
of gas sales to industrial and commercial customers while deposits from domestic customers are based
on the rates fixed by the Government of Pakistan. These deposits are repayable / adjustable on
disconnection of gas supply. Mark-up at 5 percent per annum is payable by the company on deposits
from the industrial and commercial customers. No mark-up is payable on deposits received from
domestic customers.

These represent security deposits received from the contractors. These deposits are free of mark-up
and are refundable on the cancellation of contract.

DEFERRED LIABILITIES

Deferred tax liability on

Taxable temporary difference (accelerated tax depreciation) 3,626,349 3,247,128

Deductible temporary differences:

- provision against employee benefits (323,351) (281,640)

- provision against doubtful trade debts (396,667) (433,803)

- others (31,090) (35,266)
(751,108) (750,709)

Net deferred tax liability 2,875,241 2,496,419

EMPLOYEE BENEFITS

Provision for post retirement medical and gas
supply facilities - executives 718,799 650,069
Provision for compensated absences - executives 8.1 129,133 122,253
847,932 772,322

Provision for compensated absences - executives

Balance as at 1 July 122,253 108,172
Provision made during the year 6,880 14,081
Balance as at 30 June 129,133 122,253
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Note 2005 2004
(Rupees in ‘000)
9. DEFERRED CREDIT

- Government contributions / grants

Balance at 1 July 222,567 -
Additions /(reversal) during the year 9.1 (34,948) 234,281
187,619 234,281
Transferred to profit and loss account (3,796) (11,714)
Balance at 30 June 183,823 222,567
- Contribution from customers
Balance at 1 July 1,488,828 1,438,214
Additions during the year 9.2 265,779 184,139
1,754,607 1,622,353
Transferred to profit and loss account (147,066) (133,525)
Balance at 30 June 1,607,541 1,488,828

1,791,364 1,711,395

9.1 This represents amount received from Government for supply of gas to new towns and villages and are
recognized as grant when the conditions specified by Government are met.

9.2  This represent amount received from customers for the cost of service lines and gas mains, etc. As
stated in note 2.11 to these financial statements, deferred credit is being amortized over estimated
useful life of related assets.

10. TRADE AND OTHER PAYABLES

Creditors for:

- gas 7,767,374 5,882,140

- supplies 263,894 127,725
8,031,268 6,009,865

Amount received from customers /

Government of Pakistan for laying of mains, etc. 1,505,717 931,469
Gas development surcharge payable to

the Government of Pakistan 378,453 433,655
Accrued liabilities 544,645 252,876
Payable to staff gratuity funds 36.1.3 - 153,342
Provision for compensated absences - non-executives 10.1 55,422 55,129
Sales tax payable - 123,999
Workers' profit participation fund 10.2 83,658 82,837
Deposits / retention money 82,115 79,541
Bills payable 63,927 23,097
Advance for sharing right of way 10.3 18,088 18,088
Unclaimed dividend 19,053 11,020
Withholding tax payable 3,618 3,961
Unclaimed term finance certificate redemption profit 13,493 3,883
Others 10.4 126,658 180,118

10,926,115 8,362,880
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10.1

10.2

10.3

10.4

11.

Note
Provision for compensated absences - non-executives
Balance as at 1 July
Provision made during the year
Balance as at 30 June
Workers' profit participation fund
Balance at 1 July
Allocation for the year

Mark-up on funds utilised in the company's business

Amount deposited with the Government / paid to employees
Balance at 30 June

2005

2004

(Rupees in ‘000)

55,129
293

55,422

82,837
83,658
817

167,312
(83,654)

83,658

46,560
8,569

55,129

107,922
82,837
1,557

192,316
(109,479)
82.837

This amount was received by Sui Gas Transmission Company Limited (now Sui Southern Gas
Company Limited - SSGCL) from Pak Arab Refinery Limited (PARCO) in accordance with an agree-

ment dated

12 October 1988. It represents consideration for 50 percent share of PARCO in the indus right bank
pipeline common right of way and is the full settlement of PARCO's total liability for its share,
irrespective of the final amount of compensation payable to the land owners by SSGCL. The final
liability of SSGCL has not been estimated, as the amount of compensation due to land owners has not
been determined by the authorities. Accordingly, the amount received from PARCO has been classified

as an advance.

This includes advance pipeline rental of Rs. 50.541 million (2004: Rs. 79.947 million).

INTEREST AND MARK-UP ACCRUED

Mark-up / interest and other charges on:

- Long term financing :
- Foreign currency loans 111
- Local currency loans
- Redeemable capital

- Long term deposits from customers

- Short term borrowing

- Late payment of gas development surcharge

Accrued finance charge on liabilities against
assets subject to finance lease

5,442 15,497
39,930 39,369
10,642 17,694
49,111 40,214
24,478 -
55,417 55,417

185,020 168,191
- 210
185,020 168,401

This includes interest of Rs. 0.634 million (2004: Rs. 2.577 million ) payable to Asian Development Bank
on long term loan acquired from them. This amount is net of exchange loss of Rs. 0.419 million
(2004: Rs. 1.656 million) which will be received from the Government of Pakistan on payment of

interest as stated in note 2.19.
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12

12.1

13.

14.

14.1
14.2

14.3

14.4

14.5

SSGC

Note 2005 2004
(Rupees in ‘000)
SHORT TERM BORROWING - secured - from banking companies

Short term money market loan 12.1 220,000 -

The facilities for short term running finance / short term loan available from various banks amount to
Rs. 2,620 million (2004: Rs. Nil) and carry mark up at 0.25 to 1.00 percent above the average one
month KIBOR or that for the tenure of the facility which ever is applicable. The facilities are secured
by first

pari passu hypothecation charge over present and future stock in trade and book debts of the company.

CURRENT PORTION OF LONG TERM FINANCING

Foreign currency loans 51 445,711 912,002
Local currency loans 5.2 250,000 -

Redeemable capital 5.3 749,415 749,392
Consumer financing 54 16,018 11,520

1,461,144 1,672,914

Liabilities against assets subject to finance lease - 43,664
1,461,144 1,716,578

CONTINGENCIES AND COMMITMENTS

Claims against the company
not acknowledged as debt 149&1410 1,942,096 98,345

Aggregate commitments for capital and
other expenditure 1,733,410 2,894,033

Guarantees issued on behalf of the company 3,504 10,160

Demand finance facilities have been given to the company's employees by certain banks for the
purchase of vehicles against the company's guarantee and hypothecation of company's stock of pipes,
gas meters, regulators, etc. valuing Rs. 75 million and company's investment in shares having a face
value of Rs. 0.5 million (2004: Rs. 0.5 million). Loan outstanding at the year end was Rs. 25.036 million
(2004: Rs. 28.671 million).

Water and Power Development Authority (WAPDA) has lodged a claim against the company amount-
ing to Rs. 491.11 million for short supply of gas under the provisions of an agreement dated 10 April
1995 between the company and WAPDA. The company has not accepted the claim and has filed a
counter claim due to its (WAPDA) failure to uplift minimum quantities during certain other periods.
Provision against this liability has not been made as the company is confident that ultimately the reso-
lution of the claim lodged would be in its favour.
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14.6  WAPDA has also raised a claim of Rs. 98.941 million for the alleged low Gas Chlorofic Value (GCV)
measurement for the period from January 2002 to December 2002 and February 2003 as compared to
the actual GCV billed by the company. The company has not accepted the claim as it is still disputing
WAPDA's measurement. Provision against this liability has not been made as the company is confident
that ultimately the resolution of the claim would be in its favour.

14.7 The company is in litigation against certain temporary assignees who were relieved in the previous
years. The Federal Services Tribunal (FST) had ordered the company to absorb 981 of these
assignees. The company had filed an appeal before the Honourable Supreme Court of Pakistan against
the orders of the FST, which was dismissed by the Honourable Supreme Court. The company has filed
a Review Petition with the Honourable Supreme Court against the rejection of the company’s appeal
and the Federation has also filed a Civil Miscellaneous Application (CMA) against the said order. In
addition, there are 575 cases pending with the FST, 1,688 with the Honourable Supreme Court of
Pakistan on identical issues. No provision has been made in these financial statements as the
same cannot be
quantified at this stage.

14.8 Oil and Gas Development Company Limited (OGDCL) has revised a claim of Rs. 533.371 million for

supply of gas to the customers of Dera Bugti and Pirkoh areas from its Loti gas field from June 2001 to
August 2005, after the discontinuation of gas purchases by the company due to full dedication of Loti
gas field to Sui Northern Gas Pipelines Limited. The claim upto 30 June 2005 is Rs. 504 mil-
lion.
The company has not accepted the claim as neither a formal agreement has been executed with them
for the above supply of gas, nor has the company received any gas in its system. During the last year
the company approached the Director General (Gas), Ministry of Petroleum and Natural Resources
(MNPR), Government of Pakistan for the resolution of the matter. Director General (Gas) through their
letter dated 1 March 2005 referred to an earlier decision taken in this regard against the company on
18 April 2001 and asked the company for its comments in this regard. Provision has not been made in
these financial statements for the claim as the company is confident that ultimately the resolution of
claim will be in its favour.

14.9 This includes a claim of Rs. 1,758 million lodged by GoP during the year against the company in respect
of exchange risk fee on ADB loans. The claim is based on the view that payment of exchange risk fee
should be based on the prevailing rates at the date of payment instead of booked rate (contracted rate).
Based on the experts' opinions, the company is of the view that its treatment of exchange risk fee is
correct and the likelihood of the occurrence of this liability is remote. Hence, no provision has been
made in the financial statements.

14.10 The management is confident that ultimately these claims (note 14.1) would not be payable.

Note 2005 2004

(Rupees in ‘000)
15 PROPERTY, PLANT AND EQUIPMENT

Operating assets 141 19,235,207 16,664,581
Capital work in progress 14.8 2,405,921 831,987
21,641,128 _ 17,496,568
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SSGC

15.1 Operating assets

Owned

Gas transmission system

Gas distribution system
- Karachi, Sindh

- Other areas of Sindh

- Balochistan

Meter manufacturing
division

Leased

Gas distribution system

2005

2004
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Note Costat Additions/ Cost at Accumulated Charge for the Accumulated Written down
1July (deletions)/ 30 June depreciation year/(accumulated depreciation value at
2004 adjustments * 2005 at1July  depreciation on  at 30 June 30 June
2004 deletions)/ 2005 2005
adjustments *
(Rupees in ‘000)
152 19,551,182 2,644,859 22,159,532 13,204,657 1,081,137 14,253,989 7,905,543
- (60,739) - - (56,034) -
- 24,230 * - 24,229 * -
15.3
8,882,425 883,715 9,724,529 3,647,598 543,950 4,157,884 5,566,645
(42,634) (34,687)
1,023 * 1,023 *
5,217,807 498,906 5,907,761 2,178,331 335,791 2,509,164 3,398,597
(15,366) (15,366)
206,414 * 10,408 *
2,911,920 624,481 3,635,111 1,024,641 207,911 1,231,262 2,303,849
(1,290) (1,290)
17,012,152 2,007,102 19,167,401 6,850,570 1,087,652 7,898,310 11,269,091
(59,290) (51,343)
207,437 * 11,431 *
15.4 229,060 1,967 230,236 163,367 6,892 169,663 60,573
(791) (596)
36,792,394 4,653,928 41,557,169 20,218,594 2,175,681 22,321,962 19,235,207
(120,820) (107,973)
231,667 * 35,660 *
102,000 - - 11,219 -
(102,000) * (11,219) *
36,894,394 4,653,928 41,557,169 20,229,813 2,175,681 22,321,962 19,235,207
(120,820) (107,973)
129,667 * 24,441 *
34,925,885 1,997,941 36,894,394 18,319,249 1,937,823 20,229,813 16,664,581
(29,432) (27,259)




15.2 Operating assets-gas transmission system

Costat Additions/ Costat Accumulated Charge forthe Accumulated Written down Depreciation

1July (deletions)/ 30 June depreciation year/(accumulated depreciation value at rate (%)/
2004 adjustments * 2005 at 1 July depreciation on  at 30 June 30 June remaining
2004 deletions)/ 2005 2005 life (year)**

adjustments *

(Rupees in ‘000)

Owned
Freehold land 47,747 - 47,747 - - - 47,747
Leasehold land 95,538 30,266 125,804 - - - 125,804
Buildings on freehold land 279,291 279,291 115,801 5,800 121,601 157,690 5
Buildings on leasehold land 904,781 36,091 940,872 146,110 54,702 200,812 740,060 5
Gas transmission pipelines 13,563,161 2,109,206 15,672,367 9,183,101 749,030 9,932,131 5,740,236 2-38 **
Compressors 2,278,245 17,565 2,320,251 1,930,384 33,132 1,987,957 332,294 1-14**
24,441 * 24,441 *
Telecommunication 582,790 2,584 585,374 524,299 39,803 564,102 21,272 15
Plant and machinery 390,119 33,238 420,867 208,685 40,119 246,314 174,553 10
(2,279) (2,279)
(211) * (211)*
Tools and equipment 89,581 19,035 108,030 84,023 9,646 93,083 14,947 33.33
(586) (586)
Motor vehicles 313,936 130,184 405,121 236,372 44,856 246,933 158,188 20
(38,999) (34,294)
(1
Furniture and Fixture 100,366 2,929 103,295 67,000 15,797 82,797 20,498 20
Office Equipment 177,998 22,934 197,794 162,148 4,727 163,737 34,057 20
(3,138) (3,138)
Computer and ancillary
equipments 103,746 57,827 149,399 73,085 24,901 85,812 63,587 20
(12,174) (12,174)
Supervisory control and data 138,832 137,137 275,969 20,824 41,395 62,219 213,750 15
acquisition system
Construction equipment 485,051 45,863 527,351 452,825 17,229 466,491 60,860 20
(3,563) (3,563)
2005 19,551,182 2,644,859 22,159,532 13,204,657 1,081,137 14,253,989 7,905,543
(60,739) (56,034)
24,230 * 24,229 *
2004 18,910,257 650,822 19,551,182 12,249,360 963,863 13,204,657 6,346,525
(9,897) (8,560)
(6)*

Depreciation is being charged as stated in note 2.3.2
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15.3 Operating assets - gas distribution system

Costat Additions/ Costat Accumulated Charge forthe Accumulated Written down Depreciation

1July (deletions)/ 30 June depreciation year/(accumulated depreciation value at rate (%)/
2004 adjustments * 2005 at 1 July depreciation on  at 30 June 30 June remaining
2004 deletions)/ 2005 2005 life (year)**

adjustments *

(Rupees in ‘000)

Owned
Freehold land 9,859 9,859 - - - 9,859
Leasehold land 32,877 1,400 34277 - - - 34,277
Buildings on freehold land 45,201 45,201 23,381 1,946 25,327 19,874 5
Buildings on leasehold land 90,177 22,594 112,771 39,989 5,425 45,414 67,357 5
Gas distribution system, related 15,959,986 1,793,412 17,960,624 6,081,836 993,551 7,086,607 10,874,017 5
facilities and equipment
(Note 15.3.1) 207,226 11,220 *
Telecommunication 7,964 862 8,609 6,793 434 7,010 1,599 15
(217) (217)
Plant and machinery 240,893 50,377 287,760 191,698 15,293 203,481 84,279 10
(3,721) (3,721)
211 ¢ 211
Roads, pavements and
related infrastructures 1,010 1,010 1,010 1,010 - 5
Tools and equipment 44510 10,063 54,019 39,780 6,966 46,192 7,827 33.33
(554) (554)
Motor vehicles 306,751 103,970 369,062 231,483 46,253 244,003 125,059 20
(41,659) (33,733)
Furniture and Fixture 18,632 3,725 21,955 17,362 1,129 18,089 3,866 20
(402) (402)
Office equipment 45,476 6,804 51,344 37,320 4,761 41,145 10,199 20
(936) (936)
Computer and ancillary 109,700 13,895 111,794 80,802 11,894 80,916 30,878 20
equipment (11,801) (11,780)
Supervisory control and data 99,116 - 99,116 99,116 99,116 - 15
acquisition system
17,012,152 2,007,102 19,167,401 6,850,570 1,087,652 7,898,310 11,269,091
(59,290) (51,343)
207,437 * 11,431 *
Leased
Gas distribution system 102,000 - 11,219 - - 5
(102,000) * (11,219) *
2005 17,114,152 2,007,102 19,167,401 6,861,789 1,087,652 7,898,310 11,269,091
(59,290) (51,343)
105,437 * 212+
2004 15,792,566 1,341,121 17,114,152 5,914,093 966,389 6,861,789 10,252,363
(19,535) (18,699)
6*

15.3.1 This includes addition of Rs. 105.226 million relating to the Government financed Gas Distribution Projects in areas of Naudro,
Sanghar and Mirpur Khas. Upto 30 June 2004, these projects were being managed by the company on behalf of Government of
Pakistan (GoP) and were held on trust on behalf of GoP. During the year the Government of Pakistan has granted these assets to
the company at book values which approximate their fair values. Accordingly these assets have been recorded in company's books
of accounts.
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Operating assets - meter manufacturing division

Costat Additions/ Costat Accumulated Charge forthe Accumulated Written down Depreciation
1July (deletions)/ 30 June depreciation year/(accumulated depreciation value at rate (%)/
2004 adjustments * 2005 at 1 July depreciation on  at 30 June 30 June remaining
2004 deletions)/ 2005 2005 life (year)**
adjustments *
(Rupees in ‘000)
Owned
Building on leasehold land 7,522 738 8,260 6,381 188 6,569 1,691 10
Telecommunication 103 80 61 3 47 33 10
(23) (17)
Plant and machinery 209,664 709 209,713 152,335 5,935 157,773 51,940 10 & 40
(660) (497)
Tools and equipment 3,160 239 3,399 1,229 217 1,446 1,953 10
Furniture and equipment 561 - 527 367 17 361 166 10
(34) (23)
Office equipment 6,940 281 7,147 2,527 456 2,924 4,223 10
(74) (59)
Computer and ancillary
equipment 1,110 1,110 467 76 543 567 10
2005 229,060 1,967 230,236 163,367 6,892 169,663 60,573
(791) (596)
2004 223,062 5,998 229,060 155,796 7,571 163,367 65,693
Note 2005 2004
. L (Rupees in ‘000)
15.5 Details of the depreciation for the year are as follows:
Profit and loss account:
Transmission, distribution and selling costs 2,054,374 1,827,627
Administrative expenses 97,186 94,568
2,151,560 1,922,195
Meter manufacturing division
Profit and loss account 3,893 4,293
Gas meters components produced 2,999 3,278
6,892 7,571
Capital projects 17,229 8,057
2,175,681 1,937,823
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15.6 Disposal of property plant and equipment

Details of disposal of operating assets are as follows:
Cost Accumulated Written Sale Gain on Particulars Mode of
depreciation down value proceeds sale of buyers disposal

(Rupees in ‘000)

Construction equipment
Written down value not
exceeding Rs. 50,000 each 3,563 3,563 1,122 1,122 Various Tender
3,563 3,563 - 1,122 1,122

Office equipment
Written down value not
exceeding Rs. 50,000 each 4,584 4,558 26 458 432  Various Tender
4,584 4,558 26 458 432

Personal computers and
allied equipments
Written down value not
exceeding Rs. 50,000 each 23,975 23,954 21 191 170 Various Tender
23,975 23,954 21 191 170

Plant and machinery
Written down value not

exceeding Rs. 50,000 each 6,660 6,497 163 934 771  Various Tender
6,660 6,497 163 934 771
Tools
Written down value not
exceeding Rs. 50,000 each 1,140 1,140 68 68  Various Tender
1,140 1,140 - 68 68

Telecommunication
Written down value not

exceeding Rs. 50,000 each 240 234 6 13 7 Various Tender
240 234 6 13 7
Motor vehicles
Written down value not
exceeding Rs. 50,000 each 49,724 49,724 43,164 43,164 Various Tender
As per service rules of 934 882 52 70 18 Anees Ansari
the company
939 719 220 220 - Sirajuddin Shaikh
973 900 73 73 - Rashid Hameed Khan
935 784 151 151 - Yasin Mughal
893 772 121 121 - G.K. Shahwani
773 698 75 75 - Abdul Shakoor Memon
560 434 126 126 - Qazi Madni
546 480 66 66 - Idrees Ahmed
560 353 207 207 - Aijaz Hussain Malik
600 120 480 480 - Rehan Omar Malik
438 421 17 33 16  Dedar Hussain
546 519 27 41 14 Narain Jagasia
Insurance claim 15,232 9,240 5,992 12,421 6,429 National Insurance
Co. Ltd.
Written off 7,005 1,981 5,024 - -
80,658 68,027 12,631 57,248 49,641
30 June 2005 120,820 107,973 12,847 60,034 52,211

30 June 2004 29,432 27,259 2,173 19,494 17,321
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15.7

15.8

15.8.1

16.

Borrowing costs capitalised during the year in gas transmission system amounted to Rs. 83.282 mil-
lion
(2004: Rs. 24.009 million). Borrowing cost relating to TFCs were capitalized @ 11.5% for Gas Infrastructure
Rehabilitation and Expansion Project (GIREP) and general borrowings for other capital expenditures at
capitalization rate of 7.8%.

Note 2005 2004

(Rupees in ‘000)

CAPITAL WORK-IN-PROGRESS

Projects:

- Gas distribution system 433,384 163,358

- Indus right bank pipeline (IRBP) compression project - 24,441

- Cost of buildings under construction 6,980 2,641

- Gas infrastructure rehabilitation and expansion project 6123 389104
446487 279544

Stores and spares held for capital projects 15.8.1 1,945,027 554,970

Advances for land acquisition 2,972 6,389

Others 11,435 15 525
1959434 _ 576884

2,405,921 856,428
Provision for impairment (IRBP) - (24,441)

2,405,921 831.987

Stores and spares held for capital projects

Gas transmission 610,734 195,682
Gas distribution 1,380.777 401.459

1,991,511 597,141

Provision for slow moving and obsolete stores —_(46484) = (42171)
1,945,027 554,970

Stores and spares held for capital projects include goods in transit amounting to Rs. 1.607 million
(2004: Rs. 1.34 million).

INTANGIBLE ASSETS

Cost at Addition Cost at Charge Accumulated Book value Amortisation
1 July 30 June for the amortisation at at 30 June rate on original
2004 2005 year 30 June 2005 2005 cost (%)

(Rupees in ‘000)

Computersoftware - 91,393 91,393 30,461 30,461 60,932 33.33
2005 - 91,393 91,393 30,461 30,461 60,932
2004 - - - - - -
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Note Percentage
of holding
(if over 10%)

17. LONG-TERM INVESTMENTS
Investments in related parties
Associated / subsidiary companies
Civic Centre Company (Private) Limited
Nil (2004: 6,500,001) ordinary shares of Rs. 10 each.
(Associated compan 171
Inter State Gas System (Private) Limited
510,000 (2004: 51) ordinary shares of Rs. 10 each.
(Joint venture company) 17.2
Sui Southern Gas Provident Fund Trust
Company (Private) Limited 100 (2004: 100)
ordinary shares of Rs. 10 each.
(Subsidiary company) 17.2
Quoted companies - available for sale
Sui Northern Gas Pipelines Limited
1,900,178 (2004 1,900,178) ordinary shares of Rs. 10 each
(Associated company) 17.3
Provision against impairment in value of investment
in associated company
Other Investments

Quoted companies - available for sale

Pakistan Refinery Limited
200,000 (2004: 200,000) ordinary shares of Rs. 10 each

United Bank Limited
50,197 (2004: 50,197) ordinary shares of Rs. 10 each

Harnai Woolen Mills Limited
200 (2004: 200) ordinary shares of Rs. 10 each

Unquoted companies (at cost)

Pakistan Tourism Development Corporation
5,000 (2004 5,000) ordinary shares of Rs. 10 each

Provision against impairment in value of investments at cost

SSGC
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51

100

2005

2004

(Rupees in ‘000)

- 65,000
5,100 1

1 1
116,481 122,942
121,582 187,944
- (13,456)
121,582 174,488
41,580 30,000
3,363 2,751

- 2

50 50
44,993 32,803
(50) (2,801)
44,943 30,002
166,525 204,490




171

17.2

17.3

18.

18.1

18.2

18.3

19.

The investment in Civic Centre Company (Private) Limited has been sold at Rs. 8.0 per share to
M/s. National Insurance Corporation.

These companies are incorporated in Pakistan.

Sale of 1,900,178 shares of Sui Northern Gas Pipelines Limited is restricted by Government of Pakistan
due to its privatisation, till further directives.
2005 2004
(Rupees in ‘000)
LONG-TERM LOANS AND ADVANCES - secured, considered good

Due from executives 10,325 13,774

Less: receivable within one year (2,592) (2,553)
7,733 11,221

Due from other employees 145,886 150,558

Less: receivable within one year (25,771) (25,406)
120,115 125,152

127,848 136,373

Reconciliation of the carrying amount
of loans and advances:

2005 2004
Executive  Other Executive Other
employees employees

(Rupees in '000)

Balance at the beginning of the year 13,774 150,558 18,375 156,324
Disbursements - 30,806 - 31,212
Repayment (3,449) (35,478) (4,601) (36,978)

10,325 145,886 13,774 150,558

Above loans represent house building and transport loans to the employees under the terms of
employment and are recoverable in monthly installments over a period of six to twelve years. These
loans are secured against the retirement benefit balances of respective employees and deposit of title
deeds. Loans to the executive staff, carrying a mark-up of 10% per annum, have been discontinued
under the revised compensation package of the company. Loans to non-executive employees do not
carry mark-up.

The maximum aggregate amount of long term loans due from the executives at the end of any month
during the year was Rs. 13.774 million (2004: Rs.17.222 million).

2005 2004
(Rupees in ‘000)
LONG-TERM DEPOSITS

Deposit against finance lease - 1,020
Other deposits 4,458 4,072
4,458 5,092
Current maturity - (1,020)
4,458 4,072
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Note 2005 2004
(Rupees in ‘000)
20. STORES, SPARES AND LOOSE TOOLS

Stores 185,159 247,033
Spares 549,746 435,226
Stores and spares in transit 208,971 126,930
Loose tools 1,433 1,450
945,309 810,639

Provision against impaired stores and spares
Balance as at 1 July (16,407) (16,436)
Written off during the year 408 29
Balance as at 30 June (15,999) (16,407)
20.1 929,310 794,232

20.1 Stores, spares and loose tools are held
for the following operations

Transmission 700,160 629,176
Distribution 229,150 165,056
929,310 794,232

21. STOCK-IN-TRADE

Gas

Gas in pipelines 113,166 95,642

Gas meters

Components 95,242 85,280

Work-in-process 10,062 13,004

Finished meters 8,848 4,517
114,152 102,801
227,318 198,443

22. CUSTOMERS' INSTALLATION WORK-IN-PROGRESS - at cost
This represents cost of work carried out by the company on behalf of the customers at their premises.
Upon completion of work, the cost thereof is transferred to transmission and distribution cost and
recoveries from such customers are shown as deduction there from as reflected in note 30 to these
financial statements.

23. TRADE DEBTS

Considered good

- secured 2,934,603 2,406,524
- unsecured 5,820,324 4,299,180
8,754,927 6,705,704
Considered doubtful 1,133,334 1,239,436
9,888,261 7,945,140
Provision against impaired debts 23.1 (1,133,334) (1,239,436)

8,754,927 6,705,704
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23.1

24.

241

25.

26.

Note
Movement of provision for doubtful debts

Balance as at 1 July
Provision for the year

Bad debts written off
Balance as at 30 June

LOANS AND ADVANCES - considered good

Current portion of long term loans: 18.
- Executives
- Other employees

Advances to :
- Executives 24.1
- Other employees

2005

2004

(Rupees in ‘000)

1,239,436 999,976
214,033 239,460
1,453,469 1,239,436
(320,135) -
1,133,334 1,239,436
2,592 2,553
25,771 25,406
28,363 27,959
5,473 6,376
63,061 74,129
68,534 80,505
96,897 108,464

The maximum aggregate amount of advances due from executives at the end of any month during the

year was Rs. 5.570 million (2004: Rs. 6.376 million).

TRADE DEPOSITS AND SHORT TERM PREPAYMENTS
Advances for goods and services - unsecured, considered good
Trade deposits - unsecured, considered good

Prepayments

OTHER RECEIVABLES - considered good

Receivable from Government of Pakistan (GoP)
under exchange risk coverage scheme

Receivable from staff pension fund 36.1.3
Receivable from staff gratuity fund 36.1.3
Balance receivable for sale of gas condensate

Receivable from Sui Northern Gas Pipelines Limited (SNGPL) 26.1

Receivable from Inter State Gas Systems (Pvt.) Limited
Receivable from Jamshoro Joint Venture Limited (JJVL)

Insurance claim receivable

Receivable from the Privatisation Commission, GoP

Receivable from ADP projects

Sales tax receivable

Claims receivable

Miscellaneous receivables 26.2

Provision against impaired receivables

50,814 111,392
21,387 21,905
46,251 5,631

118,452 138,928

1,225,479 629,987
19,615 130,580
44,243 -
83,995 43,468

1,139,778 1,028,771

2,487 -
340,829 -
5,024 11,600
- 8,659
- 987
342,060 -
757 757
490,910 417,489
3,695,177 2,272,298
(1,485) (1,485)
3,693,692 2,270,813
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26.1 This includes pipeline rental receivable of Rs. 30.446 million (2004: Rs. 63.86 million) and Rs. 1,102.670
million (2004: Rs. 908.811 million) receivable under the uniform cost of gas agreement with Sui Northern
Gas Pipelines Limited (refer note 29.1 to the financial statement for detail).
26.2 This includes Rs. 466.526 million (2004: Rs. 394.629 million) recoverable from GoP under deferred tariff
adjustment
Note 2005 2004
(Rupees in ‘000)
27. TAXATION RECOVERABLE
Advance tax paid 697,195 1,494,292
Provision for tax (197,354) (825,501)
499,841 668,791
28. CASH AND BANK BALANCES
With banks:
On deposit accounts 28.1 1,085,698 2,555,933
On current accounts 181,439 482,583
1,267,137 3,038,516
Cash in hand 2,066 2,268
1,269,203 3,040,784
28.1 This includes Rs. 0.465 million (2004: Rs. 0.465 million) held under lien by a commercial bank against a
bank guarantee issued on behalf of the company.
29. COST OF GAS Note 2005 2004
Volume (Rupees Volume (Rupees
in MCF * in '000) in MCF * in '000)
Gas in pipelines at 1 July 851,138 95,642 751,484 96,908
Gas purchases from:
Pakistan Petroleum Limited 42,191,305 2,763,787 43,253,750 2,298,999
Oil and Gas Development
Company Limited 3,065,807 310,008 5,198,002 482,552
BP (Pakistan) Exploration and
Production Incorporated 75,860,133 11,092,061 73,402,092 10,175,040
Orient Petroleum Inc. 19,444,295 2,711,798 4,105,087 550,061
Eni Pakistan Limited 111,807,030 19,190,706 106,864,760 16,464,799
Mari Gas Company Limited 270,231 6,218 262,763 5,839
Sui Northern Gas Pipelines Limited 232,820 22,826 253,115 27,309
BHP Petroleum (Pakistan) Pty Limited 34,337,371 4,122,622 34,304,842 3,742,276
OMV (Pak) Exploration GmBH 80,378,126 12,665,259 76,363,719 10,863,866
367,587,118 52,885,285 344,008,130 44,610,741
Gas available for sale 368,438,256 52,980,927 344,759,614 44,707,649
Gas consumed internally (1,743,669) (230,430) (1,900,832) (164,994)
Inward price adjustment 29.1 - (5,824,625) - (5,722,334)
Insurance claim receivable - - (103,248) (11,600)
Gas in pipelines at 30 June (884,925) (113,166) (851,138) (95,642)
(2,628,594) (6,168,221) (2,855,218) (5,994,570)
365,809,662 46,812,706 341,904,396 38,713,079

* Thousand Cubic Feet.
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29.1

30.

30.1

Under section 21 of the Oil and Gas Regulatory Authority Ordinance, 2002, the Government of Pakistan has
issued a policy guideline to ensure the uniformity of gas prices for consumers throughout the country.
Accordingly, under this policy guideline and pursuant to an agreement between the company and
Sui Northern Gas Pipelines Limited effective from 1 July 2003, the cost of gas purchased is being worked
out by both the companies on an overall average basis in such a manner that input of gas for both
companies become uniform. Under this agreement the company with lower weighted average cost of gas
is required to pay to the other company so that the overall weighted average rate of well head gas price of
both the companies is the same. However, this averaging has not affected the profit and loss account of the
company as in the absence of averaging, the simultaneous effect would have been to gas development
surcharge account in the profit and loss account.
Note 2005 2004
(Rupees in ‘000)

TRANSMISSION, DISTRIBUTION AND SELLING COST

Salaries, wages and benefits 1,706,759 1,651,749
Contribution / accruals in respect of staff

retirement benefit scheme 30.1 183,969 261,726
Depreciation on operating assets 155 2,054,374 1,827,627
Amortisation of intangible asset 30,461 -
Repairs and maintenance 309,787 182,235
Stores, spares and supplies consumed 197,745 180,910
Provision against doubtful debts 214,033 239,460
Gas consumed internally 230,430 164,994
Legal and professional charges 19,710 28,046
Electricity 25,001 24,968
Security expenses 30.2 134,425 56,959
Insurance and royalty 49,778 34,351
Travelling 13,528 14,230
Material and labour used on consumers' installation 38,658 34,361
Gas bills collection charges 42,060 31,547
Postage and revenue stamps 22,268 20,968
Rent, rates and taxes 20,359 11,426
Others 30.3 34,119 26,121

5,327,464 4,791,678

Recoveries / allocations to:

Gas distribution system capital expenditure (462,736) (502,912)
Installation costs recovered from customers 22 (79,038) (71,648)
(541,774)  (574,560)

4,785,690 4,217,118

Contributions to / accrual in respect of
staff retirement benefit schemes

Contribution to the provident fund 50,705 46,649
Charge in respect of amount due to the pension funds:
- Executive 65,522 49,662
- Non-Executive 6,808 23,131
Charge in respect of amount due to the gratuity funds:
- Executive (6,140) 31,514
- Non-Executive 20,846 26,124
Accrual in respect of unfunded post retirement:
- Medical facility 55,948 87,712
- Gas facility 565 5,447
Expenses relating to the meter manufacturing

division and construction division (10,285) (8,513)

183,969 261,726
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30.2 Includes Rs. 50 million paid to Ministry of Petroleum & Natural Resources being SSGCL's share for
infrastructural development fees.
Note 2005 2004
(Rupees in ‘000)
30.3 Transmission, distribution and selling costs - others

Communication 7,260 9,872
Water charges 549 190
Subscriptions 5,400 125
Bank charges 3,702 2,837
Freight and handling - 90
Miscellaneous 30.4 17,208 13,007

34,119 26,121

30.4 This includes expenses amounting to Rs. 6.475 million (2004: Rs. 5.228 million) in respect of Inter State
Gas Systems (Pvt.) Limited (ISGCL). Under agreement with Sui Northern Gas Pipelines Limited, ISGCL
and SSGCL, SSGCL is required to borne 51% expenses of ISGCL.

31.  ADMINISTRATIVE EXPENSES

Salaries, wages and benefits 826,917 733,590
Contribution / accruals in respect of staff

retirement benefit scheme 31.1 84,156 116,737
Depreciation on operating assets 15.5 97,186 94,568
Repairs and maintenance 92,550 70,930
Stores, spares and supplies consumed 56,367 44,810
Legal and professional charges 90,523 67,770
Electricity 26,058 27,730
Security expenses 15,783 13,378
Insurance and royalty 5,432 6,430
Travelling 26,281 21,280
Postage and revenue stamps 2,781 4,669
Rent, rates and taxes 7,533 5,810
Welfare and other expenses - 8,923
Others 31.2 103,924 71,773

1,435,491 1,288,398

Recoveries / allocations to:

Recoveries from others (16,799) (22,663)
Meter manufacturing division (31,400) (35,511)
(48,199) (58,174)

1,387,292 1,230,224
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31.1

31.2

32.

Contributions to / accrual in respect of
staff retirement benefit schemes

Contribution to the provident fund

Charge in respect of amount due to the pension funds:

- Executive
- Non-Executive

Charge in respect of amount due to the gratuity funds:

- Executive

- Non-Executive

Accrual in respect of unfunded post retirement:
- Medical facility

- Gas facility

Administrative expenses - others

Advertisements
Communication
Water charges
Subscriptions

Bank charges
Freight and handling
Miscellaneous

OTHER OPERATING EXPENSES

Auditors' remuneration

- Statutory audit

- Special audits and certifications
- Out of pocket expenses

Workers' profit participation fund

Sports expenses

Corporate social responsibility

Provision against impairment in value of investment
Gas rupture

Exchange loss on payment of gas purchases
Provision for slow moving / obsolete stores

Note 2005

2004

(Rupees in ‘000)

19,621 20,214
36,015 27,299
1,017 3,457
(3,153) 16,177
3,113 3,904
27,232 42,692
311 2,994
84,156 116,737
35,343 26,146
13,662 8,304
7,942 7,049
3,811 5,271
457 1,300
2,032 2,239
40,677 21,464
103,924 71,773
880 830
230 177
200 200
1,310 1,207
102 83,658 82,837
16,511 14,514
8,698 5,607
- 50
11,600 -
30,894 -
4,313 -
156,984 104,215

annual report 2005|



SSGC

33.

Note
OTHER OPERATING INCOME
Income from financial assets

Late payment surcharge

Return on:

- term and profit and loss bank deposits
- staff loans

Dividend income

Income from investment in debts, loans, advances and
receivables from related party

Income from gas transportation - SNGPL
Dividend income - SNGPL

Income from other than financial assets

Meter rentals

Recognition of income against deferred credit

Sale of gas condensate

Income from gas transportation

Gas shrinkages in LPG extraction plant -
Jamshoro Joint Venture Limited (JJVL)

Gas transportation income from JJVL

Royalty income from JJVL

Meter manufacturing division profit - net 33.1
Recoveries from consumers
Gain on sale of fixed assets 15.6

Liquidated damages recovered
Income from sale of tender documents
Miscellaneous
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2005

2004

(Rupees in ‘000)

263,221 232,226
70,849 93,828
4,078 3,894
574 1,113
338,722 331,061
388,696 341,766
4,751 4,180
393,447 345,946
455,058 436,530
150,862 145,239
350,016 216,120
138,060 115,356
374,013 -
9,758 -
188,528 -
48,215 53,047
39,257 19,491
52,211 17,321
23,911 10,624
2,215 2,427
27,416 39,732
1,859,520 1,055,887
2,591,689 1,732,894




33.1

Meter manufacturing division profit - net

Gross sales of gas meters
- Company's consumption
- Outside sales

Sales tax
Net sales

Cost of sales

- Raw material consumed

- Packing cost

- Stores and spares

- Fuel, power and electricity

- Salaries wages and other benefits

- Insurance

- Repairs and maintenance
- Depreciation

- Other expenses

Opening work in process
Closing work in process

Cost of goods manufactured
Opening stock of finished goods
Closing stock of finished goods

Cost of goods sold
Gross profit
Administrative expenses
Operating profit

Other income

Net profit

Note

33.1.1

33.1.2

15.5

2005

2004

(Rupees in ‘000)

212,566 195,024
522,572 421,700
735,138 616,724
(98,531)  (84,106)
636,607 532,618
480,294 389,467
4,644 4,312
668 1,404
2,449 2,208
68,268 56,814
506 301
2,376 739
3,893 4,293
815 494
563,913 460,032
10,311 9,137
(5,096)  (10,311)
5215 (1,174)
569,128 458,858
4,517 4,864
(8,848) (4,517)
(4,331) 347
564,797 459,205
71,810 73,413
(23,595)  (21,155)
48,215 52,258
- 789
48,215 53,047
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33.1.1 Gas meters used by the company are included in operating assets at manufacturing cost (including
sales tax). However, sales tax thereon is paid at commercial selling prices, under the provisions of

Sales Tax Act, 1990.
Note 2005

2004

(Rupees in ‘000)

33.1.2 Salaries, wages and other benefits 64,715 54,395
Provident fund contribution 964 821
Pension Fund 1,819 687
Gratuity 770 911

68,268 56,814

34. FINANCE COST

Interest, commitment charges, exchange risk coverage fee

and Government guarantee fee on foreign currency loans 133,590 287,906
Financial charges on liabilities against assets

subject to finance lease 1,661 6,344
Mark-up on :
- Redeemable capital 179,426 231,734
- Local currency financing 163,554 125,077
- Short term financing 28,124 -
- Consumers' deposits 48,028 42,074
- Workers' profit participation fund 10.2 817 1,657
- Others 7,817 905

563,017 695,597

35. TAXATION
For the year
- Current 197,354 825,501
- Deferred 378,822 (104,192)
For prior years - (145,670)

352 576,176 575,639

35.1 The income tax assessments of the company have been finalised upto the financial year ended 30 June
2004.

35.2 Relationship between accounting profit and tax expense

for the year is as follows:

Accounting profit for the year 1,588,677 1,572,351
Tax charge @ 35% (2004: 35%) 556,037 550,323
Tax effect of expenses that are not deductible in
determining taxable profit 21,738 172,574
Effect of lower tax rate on dividend income (1,599) (1,588)
Prior years' tax reversal - (145,670)
576,176 575,639
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36. STAFF RETIREMENT BENEFITS

36.1 Funded post retirement pension and gratuity schemes

36.1.1 As mentioned in note 2.15 to these financial statements, the company operates approved funded
pension and gratuity schemes for all employees. Contributions are made to these schemes based on
actuarial recommendations. Latest actuarial valuations were carried out as at 30 June 2005 under the

projected unit credit method for both non-executive and executive staff members.

36.1.2 Fair value of plan assets and present value of obligations

The fair value of plan assets and present value of defined benefit obligations of the pension and

gratuity schemes at the valuation date were as follows:

Executive Non-Executive
Pension Gratuity Pension Gratuity
(Rupees in ‘000)
Fair value of plan assets 431,493 1,116,249 197,057 955,511
Present value of defined
benefit obligation (604,231) (1,073,625) (7,354) (951,700)
Net surplus / (deficit) (172,738) 42,624 189,703 3,811
Unrecognised past service
(gain)/cost 169,905 (358,453) - -
Unrecognised actuarial
loss / (gain) 22,448 360,072 (189,703) (3,811)
19,615 44,243 - -

36.1.3 Movement in amount receivable from / (payable to) defined benefit plans

Movements in amount receivable from / (payable to) staff retirement benefit funds during the year are

as follows:
Executive Non-Executive
Note Pension Gratuity Pension Gratuity
(Rupees in ‘000)

Asset / (liability) as on
1 July 2004 60,397 (82,505) 70,183 (70,837)
Charge for the year 36.1.4 (101,537) 9,293 (7,825) (23,959)
Payments during the year 60,755 117,455 (62,358) 94,796
Asset / (liability) as on
30 June 2005 19,615 44,243 - -
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36.1.4 Amount recognised in the profit and loss account

Amounts charged to the profit and loss account during the current year in respect of the above schemes
were as follows:

Executive Non-Executive
Pension Gratuity Pension Gratuity
(Rupees in ‘000)

Current service cost 26,182 58,768 - 51,542
Mark-up cost 45,566 103,184 741 78,634
Recognition of actuarial
loss / (gain) 8,608 24,024 (8,252) (70,412)
Expected return on plan assets  (21,296) (105,656) (20,469) -
Recognition of past service
cost / (gain) 42 477 (89,613) - -
Amount not recognised as asset - - - -
Inter fund transfers - - 35,805 (35,805)
101,537 (9,293) 7,825 23,959
Actual return 130,357 80,477 71,394 92,693

36.1.5 Principal actuarial assumptions
Significant assumptions used for the valuation of above schemes are as follows:

Executives and
Non-Executives (%)

Discount rate

Expected rate of increase in salary level
Expected rate of return on plan assets
Increase in pension

W o o ©

In the current year, unrecognized / recognized actuarial gain / losses relating to pension scheme and
gratuity scheme for executive staff has been estimated based on expected average remaining working
lives of the employees participating in the plan and recorded accordingly. Previously, actuarial gain /
loss had been estimated based on vesting period of past service cost. Had the estimate not been
changed, the result for the year would have been lower by Rs. 63.858 million and receivable from the
funds would have been reduced by corresponding effect.
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36.2 Unfunded post retirement medical benefit and gas supply facilities

36.2.1 As mentioned in note 2.15 to these financial statements the company provides free medical and gas
supply facilities to its retired executive employees. The free gas supply facility has been discontinued
for employees who had retired after 31 December 2000. The latest valuations of the liability under these
schemes were carried out as at 30 June 2005 under the projected unit current cost method, results of
which are as follows:

Post retirement Post retirement
medical facility gas facility
(Rupees in ‘000)

Projected benefit obligation 700,260 30,291
Unrecognised actuarial (loss) / gain (35,952) 24,200
Liability recognised in the balance sheet 664,308 54,491

36.2.2 Amounts charged to the profit and loss account during the current year in respect of the above benefits
are as follows:

Current service cost 26,887 -

Mark-up cost - net 56,293 2,672

Amortisation of actuarial gain - (1,796)
83,180 876

36.2.3 Significant assumptions used for the valuation of above schemes are as follows:

Executives
(%)
Discount rate 9
Medical inflation rate 6
2005 2004

(Rupees in '000)
37. EARNINGS PER SHARE - basic and diluted

Profit after taxation 1,012,501 996,712

(Number of shares)

Average number of ordinary shares 671,174,331 671,174,331
(Rupees)
Earnings per share - basic and diluted 1.51 1.49
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38.

38.1

39.

40.

40.1

40.2

REMUNERATION OF CHIEF EXECUTIVE AND EXECUTIVES

The aggregate amounts charged in the financial statements for remuneration, including all benefits,
to chief executives, directors and executives of the company are given below:

30 June 2005 30 June 2004
Chief Executive Chief Executive
Executive Executive

(Rupees in ‘000)

Managerial remuneration 1,729 181,041 1,704 155,190
Housing 600 75,260 600 64,310
Utilities 119 17,392 128 14,346
Retirement benefits 405 55,692 335 41,641

2,853 329,385 2,767 275,487
Number 1 215 1 184

The Chairman, Chief Executive and certain executives are also provided company maintained vehicles
in accordance with their entitlement. In addition, the Chairman of the company was paid Rs. 0.3 million
(2004: Rs. 0.3 million). All executives are also provided free medical facilities in accordance with their
entitlement.

Aggregate amount charged in these financial statements in respect of fee paid to 14 directors was Rs. 0.047 million
(2004: Rs. 0.032 million for 14 directors).

NUMBER OF EMPLOYEES
Total number of employees at 30 June 2005 were 5,258 (30 June 2004: 5,295).
CAPACITY AND ACTUAL PERFORMANCE

Natural gas transmission

30 June 2005 30 June 2004
MMCF HM3 MMCF HM3

Transmission operation
Capacity - annual rated

capacity at 100% load

factor with compression 372,300 104,891,244 358,680 101,053,965
Utilisation - volume of

gas transmitted 365,589 103,000,496 341,979 96,348,650
Capacity utilisation factor (%) 98.2 98.2 95.3 95.3

Natural gas distribution

The company has no control over the rate of utilisation of its capacity as the use of available capacity
is dependent on off-takes by the consumers.
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40.3 Meter manufacturing division

41.

During the year meter manufacturing division produced and assembled 400,200 meters (2004: 322,000
meters) against an annual capacity of 310,000 meters on a single shift basis.

TRANSACTIONS WITH RELATED PARTIES

The company has related party relationship with subsidiary companies, Sui Northern Gas Pipeline
Limited (associated company), employees benefit plans (notes 2.15 and 36) and the company's
directors and executive officers (including their associates). Purchase and sale of gas from / to related
parties are determined at rates finalized and notified by Ministry of Petroleum and Natural Resources
and Oil and Gas Regulatory Authority and the prices and other conditions are not influenced by the
company (comparable uncontrolled price method).

The details of transactions with related parties not disclosed elsewhere in these financial statements are

as follows:
2005 2004
(Rupees in ‘000)

Pipeline rental income 388,696 341,766
Dividend income 4,751 4,180
Sale of gas meters 520,630 421,700
Sale of pipes 85,704 -
Allocation of expenses of Inter State Gas System (Private)

Limited on the basis of joint venture agreement 6,475 5,228
Contribution to provident fund 70,326 66,863
Accrual in respect of obligation to defined benefit plans 124,028 181,268

Pipeline rental income is determined at cost plus method and comparable prices for the specific
category of pipeline and other conditions affecting the determination of pipeline rental are not
identifiable.

Sale of gas meters is made at cost plus method. The company is the only manufacturer of gas meters
in the country and as such it is difficult to determine the comparable uncontrolled prices in the country.
However, the prices of comparable goods available in international market are not materially different
from the prices at which the goods (meters) are sold by the company.

Contribution to the defined contribution and benefit plans are in accordance with the terms of the
entitlement of the employees and / or actuarial advice. Balance payable to / receivable from these
employees benefit plans are disclosed in notes 8, 10, 26 and 36 to these financial statements.

Remuneration to the executive officers of the company (disclosed in note 38 to the financial statements)
and loans and advances to them (disclosed in notes 18 and 24 to the financial statements) 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.
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42. MARK-UP /INTEREST RATE RISK

Interest / mark-up risk arises from the possibility that changes in interest / mark-up will affect the value
of financial instrument. Information about the company's exposures to mark-up / interest rate risk based
on contractual refinancing and maturity dates, whichever is earlier, at 30 June 2005 is as follows:

Effective Mark-up / interest bearing Non mark-up/  Total
mark-up/ Maturity Maturity Maturity Maturity interest

interest less than between one between one after five bearing
rate one month month to one year to five years
(%) year years

(Rupees in ‘000)

Financial assets

Investments - - - - - 166,525 166,525
Trade debts - - - - - 8,754,927 8,754,927
Trade deposits and prepayments - - - - - 25,845 25,845
Interest accrued - - - - - 7,458 7,458
Other receivables - - - - - 2,822,733 2,822,733
Cash and bank balances 1to4 1,085,698 - - - 183,505 1,269,203

1,085,698 - - - 11,960,993 13,046,691

Financial liabilities

Long term financing 3.23t0 15 - 1,461,144 7,203,180 - - 8,664,324
Long term deposits 5 - - - 1,785,403 21,292 1,806,695
Trade and other payables 11.25 - 83,658 - - 9,212,689 9,296,347
Interest and mark-up accrued - - - - - 185,020 185,020
Short term borrowing 5.21 to 8.21 - 220,000 - - - 220,000

- 1,764,802 7,203,180 1,785,403 9,419,001 20,172,386
On-balance sheet gap (a) 2005 1,085,698 (1,764,802)  (7,203,180) (1,785,403) 2,541,992 (7,125,695)

2004 2,245,735  (1,394,403) (4,587,936) (897,748) 748,245 (3,886,107)

(a) On-balance sheet gap represents the net amounts of on-balance sheet items.
43. CONCENTRATION OF CREDIT RISK

Credit risk represents the accounting loss that would be recognized at the reporting date if counter
parties fail to perform as contracted.

At 30 June 2005, the financial assets which were subject to credit risk amounted to Rs. 11.07 billion
(2004: Rs. 11.340 billion. The company believes that it is not exposed to major concentration of cred-
it risk. The company attempts to control credit risks by monitoring credit exposures, including transac-
tions with specific customers and continuing assessment of credit worthiness of customers.

44. FAIR VALUE OF FINANCIAL INSTRUMENTS
The carrying values of all financial instruments reflected in the financial statements approximate their

fair values except for investment in unquoted companies which are reflected at cost less impairment
losses.

SSGC
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45.

46.

47.

48.

49.

50.

FOREIGN CURRENCY RISK MANAGEMENT POLICY

Foreign currency risk arises mainly where receivables and payables exist due to transactions entered
into foreign currencies. The company is exposed to foreign risk on gas purchases, imports and
borrowings that are entered in a currency other than Pak Rupees. However, the Company is not
exposed to any foreign currency risk on foreign currency loan which is hedged under exchange risk
guarantee scheme of Government of Pakistan.

DETAILS OF INVESTMENTS BY EMPLOYEES
RETIREMENT BENEFIT FUNDS

Details of the value of investments by the Provident, Gratuity and Pension funds based on respective
financial statements at 30 June 2005 and 2004, are as follows:
2005 2004
(Rupees in ‘000)

Based on Based on
unaudited audited
financial financial
statements statements

Executive staff provident fund 437,702 450,464
Non-executive staff provident fund 388,853 413,320
Executive benevolent fund 23,367 22,133
Non-executive staff gratuity fund 575,500 571,687
Executive staff gratuity fund 497,500 446,470
Executive staff pension fund 282,308 313,974
Non-executive staff pension fund 107,703 224,172

NON ADJUSTING EVENTS AFTER BALANCE SHEET DATE

The Board of Directors have proposed a final dividend for the year ended 30 June 2005 of Rs.1.50 per
share, amounting to Rs.1006.761 million at their meeting held on 29 Setember 2005, for approval for
the members at the annual general meeting to be held on 28 October 2005.

DATE OF AUTHORISATION

These financial statements were authorised for issue in Board of Directors meeting held on
29 September 2005.

CORRESPONDING FIGURES

The comparative figures have been arranged and reclassified wherever necessary for the purpose of
comparisons. Major changes made during the year are reclassifications resulting from the substituted
Fourth Schedule to the Companies Ordinance, 1984.

GENERAL

Figures have been rounded off to the nearest thousand rupees.

H [* 8 IIJ. .'?\--I'_:.___..-".

- I |
Mk ve-bify

Aitzaz Shahbaz Munawar B. Ahmad P.E.
Chairman Managing Director

SSGC
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Leading the energy sector

November 2004
Mr. Ahmed Wagar, Secretary, Ministry of :
Petroleum & h.la'm:al EEE}LIFDE:E ::rnéisw i QEEE of the 50th Annual General Meeting of

' received on arrival at SSGC Head Office.

[ September 2004
1awar Baseer Ahmad addressed the 1BM MD SSGC was keynole speaker at the IEEEP
Et&l Conference as a keynote speaker. Conference on Pakistan's National Energy Plan.

SSELC
Tsunami Relief Initiative

January 2005
Preparations afoot at SSGC HO, to hand over the first tranche of Tsunami Relief goods, to Sri Lanka &
Indonesia. Record total contribution of Rs. 12 milon by SSGC was the highest in the corporate seclor.

A
1 ¥

SSGC

15 | annual report 2005



Management Committee

Syed Hassan Nawab, SGM (Management Services) Munawar Baseer Ahmad, MD
Azim lgbal Siddigui, ASGM (Customer Relations) bWoid-uz-Zafar, SGM (T&D)

Abid Sherani, Chial Financial Officer Babar Ghaznavi, ASGM (ES]: not intha |



Leading the energy secto

Senior Management Team at SSGC

(L-R): Ageel Ahmed Masir, Company Secretary; Moid-uz-Zafar, SGM (T&D); Azim Igbal Siddiqu, ASGM (Customer Relations);
Abid Sherani. Chief Financial Officer: Syed Hassan Nawab, SGM (Management Services), Munawar Baseer Ahmad, MD; Brig.
{Retd.) Agha Gul, GM (HR}); I. Noorani, GM {Audit); Capt. (Retd.) Muhammad Arif, GM {AS), Dr. Shahla Naqgvi, Chief Medical
Officer: Zuhair Siddiqui, GM (IT), Babar Ghaznavi, ASGM (ES): net in the pacture

(.
SSGC
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To meet the energy requirements of
customers through reliable environment-
friendly and sustainable supply of natural
gas, while conducting company business
professionally, efficiently, ethically and
with responsibility to all our stakeholders,

community and the nation.

Our
Mmission




Review Report
varon Statement of

Compliance w1th Best Practices of Code of Corporate Governance

Wa have reviewad the Statement of Compliance with the besl practices contained i a Code of Carpe
l:.'"."h L :'\::":i-.Hl_:!l_l :..:I' '|',:. r1|’h'_=li 1O 1 L,-r._.:r:._-J |:|‘| SI.I .\_h'h. I I:-.|_. o ' L OHTHOE T | _'1'-': O (COHTID Y W Haliig -]
Listing Regulation Mo 37 of the Karachi SIock Exchange, Chapter A1 of the L.a_-l'-:.fl:‘.' Slock Exchange and

Chapter X of the Islamabad Stock Exchange whare the Company is ksled

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Direcions o

the Comgary, Our responsibility s to review, to the exlent wnere such complance can I: nvely
|'1 the Statement of Compliance reflects the status of the Com D--. Iy 5 COMmp a‘l:x_ with 1he
n= of the Code of Conporate Governance and report 1 1 Ooes N A, revieny mited primanty o

i
= s
LADTTIRENY 10 SOy

NoUIres h-' the Company personnel and review of vanous documents prepanad oy 1ne

Asg part ol our audit of the financial statements we ane required I« 3in an undersianding of e accouniing
and internal control systems sufficient 1o plan the audit and develop an effective audit approach. We have
not camried out any special review of the inermal control system, 10 enabie S [0 BxXpress our Opinion = L]
whather the Board's statement on internal control covers all controls and the e -'rﬂc iverwess of such internal
COMFOIS.

Based on our review, nothing has come 1o our ailenion WNeCh Causes Us o Deligwe thal Ine Sialarmeant of
complians reflact the ’._'tr;.'11_:~_:_-'-_.- g compliance, in all matanal respects, with [he '..-"

& af Carporate Governance

i "F
e TN o

Tager fecl.' o R el

Karachi 'I:F{qeer Had| Khalid & Co.

26th Seplembar 2005 ~harierad Accountanis

¢
SSGC
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2005 2004 2003 2002 2001 2000
KEY INDICATORS ' R = '
Operating Results Rs. Million
Sales revenue 54,376 47,355 36,163 32,235 25,430 20171
Gross profit 5,890 6,087 6,776 6,299 5,889 6,254
Profit before tax 1,589 1,672 2,049 2,154 1,975 1,508
Frofit after tax 1,013 897 1,448 1,435 1,292 793
Operating Ratios %
Gross margin 10.83 12.85 18.74 19.54 23.16 31.00
Pre tax margin 292 3.32 5.67 6.68 7.76 7.48
Net margin 1.86 2.10 4.00 4.45 5.08 3.93
Financial position Rs. Million
Shareholdaers funds 10,366 10,354 10,512 10,173 9,717 B.425
Property, plant & equipment 21,641 17,497 17223 18,083 17,947 19,650
Net current assets 2,889 3,747 4,560 3,723 3,096 379
Long term assets 360 345 302 443 320 325
Long term liabilities 14,524 11,235 11,572 12,075 11,6486 11,930
Performance
Capital expenditure Rs. Million 6,220 2,214 1,727 2,697 778 979
Return on assets %o 5.25 5.98 8.72 B.79 7.66 4.45
Asset turnover ratio 1.44 1.49 1.20 1.04 0.80 0.67
Fixed assets turnover ratio 2,82 2.84 218 1.97 1.51 1.13
Return on equity e 877 9.48 14.23 14.76 15.34 10.38
Return on capital employed %% B8.35 8.41 11.81 12.23 11.63 B.82
Valuation and Other ratios
Earnings per share Rs. 1.51 1.49 2.16 2.14 1.93 1.36
Cash dividend / bonus % - per share 1.50 1.50 1.80 1.75 1.50 15%
Dividend payout ratio %o 29 101 83 82 78 -
Net assets per share (breakup valus) Rs. 15.44 15.43 15.66 15.16 14.48 12.55
Market value per share at 30 June RAs. 23.15 32.80 21.05 12.05 10.30 16.45
Price earnings ratio 15.33 22.01 9.75 5.63 5.34 12.10
Market price to breakup value 1.50 2.13 1.34 0.79 0.71 1.31
Dividend yield ¥ 6.48 4.57 8.55 14.52 14.56 9.12
Market capitalization Rs. Million 15,538 22,015 14,128 8,088 6,913 11,041
Debt : Equity ratio 41:59 31:69 37:63 40:60 38:62 43:57
Current ratio 1.23 1.37 1.36 1.25 1.18 1.04
Debt service coverage ratio 1.91 1.42 1.91 2.97 1.39 1.73




The Company demonstrated its capability to achieve a
very substantial increase in capital expenditure which at
Rs.6.2 billion in 2005, significantly exceads the average
of Rs.1.7 billion and the maximum of Rs.2.7 billion ever
achieved in the previous five years. This bodes well for
the future where the Company has a rolling five year
plan to incur substantial capital expenditure averaging
around Rs 8 billion per annum. With a debt : equity ralio
of 41% : 59%, the Company has sufficient room on its
balance sheet to meet its near term borrowing needs,
and with strong debt service coverage.

‘Sales revenue has increased in value by 170% over the
past six years with a corresponding increase in volume
of 70%, the latter at a CAGR of 18%. However, due 10
the deterioration in gross margin, the profit before tax
 has increased only marginally. The cost of gas increased
 substantially by 246% over the six year pariod, which is
1bayund the control of the Company. The impact of
disallowance for axcess unaccounted for gas by the Oil
‘and Gas Regulatory Authority in the past two years has
also been a factor in the reducing profit. As a result of
this disallowance, despite a substantial increase in the
asset base on which the Company's return is calculated,
the profit after tax increased by a small amount in 2005.

The operating cost excluding depreciation, as a
percentage of Revenues, decreased to 7.07% from
11.85% owver six years. The current ratic has remained
robust since 2001. The cash dividend payout has
remained high reflecting optimism about the future.

Leading the energy sector

i
G
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Leading the energy sector

Statement of i
ALIIDHATICE th the COde
of Corporate Governance

FOR THE YEAR ENDED 30 JUNE 2005

This statement is being presented to comply with the Code of Corporate Governance contained in Requlation Mo, 37,
chapter Xlll and chapter Xl of listing regulations of Karachi, Lahore and lslamabad Stock Exchan ges for the purpose
of establishing a framework of good governance, whereby a listed company is managed in compliance with the best
practices of corporate governance.

Tha Company has appliad the principles contained in the Code in the {ollowing manner:

1. The Company encourages representation of independent non-executive direciors on its Board. At present the
Board includes 13 non-executive directors. The Company direclors are nominated/appointed by the Government
of Pakistan.

2. The directors of the Company have confirmed that none of them is serving as a director in ten or more listed

companies, including this Company, except one who has been permitted by SECP to hold office of director in
more than ten listed companies.

3. All the resident directors of the Company are registered as laxpayers and none of them has defaulted in payment
ol any loan to a banking company, a DFI or an NBFI or, baing a member of a stock exchange, has been declared
as a defaulter by that stock exchange

4. Mo casual vacancy arose in the Board during the year.

LN

The Company has prepared a 'Statement of Ethics and Business Praclices' which has been signed by all the
Directors and employees of the Company.

6. The Board has developed a vision / mission statement, overall corporate strategy and significant policies of the
Company. The Company has maintained a complete record of particulars of significant policies along with the
dates on which they were approved or amended.

SSGC
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10.

11

12

13.

14,

15,

16.

17.

18,

19.

20.

All the powers of the Board have been duly exercised and decisions on material transactions, including
appointment, determination of remuneration and terms and conditions of employment of the CEQ have been
taken by the Board.

The meetings of the Board were presided over by the Chairman and the Board met at least once in every quarter
during the year. Written notices of the Board meaetings, along with agenda and working papers, were circulated at
least seven days before the meetings. The minutes of the meetings were appropriately recorded and circulated.

The Company has earlier arranged an oriemation course for its Directors. However for new directors Company is
planning to conduct an orientation course in the near future.

The Board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their
remuneration and terms and conditions of employment, as determined by the CEQ.

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

The financial statements of the Company were duly endorsed by CEQ and CFO before approval of the Board.

The directors, CEO and executivas do not hold any interest in the shares of the Company cther than that
disclosed in the pattern of shareholding.

The Company has complied with all the corporate and financial reporting requirements of the Coda,

The Board has formed an audit committee. It comprises six members all of them are non - executive directors
including the Chairman of the Committee.

The meetings of the Audit Committea were held at l2ast once every quarter prior to approval of interim and final
resuits of the Company and as required by the Code. The terms of reference of the Committee have been framed
and advised to the Committee for compliance,

The Board has set up an effective internal audit function for the Company.

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

The statutory auditors or the persens associated with them have not been appointed to provide other services.

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

For and on behalf of Board of Direclars

M. 4 G’

MUNAWAR B. AHMAD
Managing Director

Karachi
28th September 2005

SSGC
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Statement on
s eirsiand Financial
Reporting Framework

The financial statements prepared by the management of the company present fairly its state of affairs, the result of
its operations, cash flows and changes in equity.

Proper books of account of the company have been maintained. Appropriate accounbng policies have been
consistently apphed in preparabon of inancial stalements and accounting estimates are based on reasonable and
prudant judgmaent.

International Accounting Standards, as applicable in Pakistan, have been followed in preparation of the financial
slatements.

The system of internal control is sound in design and has been effectively implemented and monitored
I'here are no significant doubts upon the company's ability to conlinuous as a going concern

save for minor exceptions as given in para 9 of Statement of Compliance, there is no malenal departure
from the best practices of corporate governance, as detailed in the listing regulations

t.ey operating and financial data for last decade is summarized and printed on page 148

The amount of withholding taxes payabla appaaring in note 10 to the audited financial statements for the year
ended 30 June 2005 represent the time lag allowed by statutory provisions in collecting and depositing these
taxas in the goverment treasury. The same wera subsaquently deposited within the time frame allowed and on
due dates

The valua of imvestment of provident, graluity and pension funds based on respective accounts as al 30 Juna 2005 is
given in note 46 to the audited financial statements

During the year 11 meetings of the Board of Direclors and 5 meetings of Audit Committee wera held, Attendance
by each director is summarized and printed on page 50

The statement showing the pattern of share holding in the company, ason 30 June 2005 is shown on page 155

Mo trade in share of the company were carried oul by the directors, chief executive, chiel financial officer, company
secretary, their spouse and minor children

Dividend
The Directors are pleased to recommend |'.'-.'=.:,-'l’f'l':""l': of cash dividend at 1554 i.a. Bs. 1.50 (e Sharg.,

(2004: 15% cash dividend l.e. Rs, 1.50 per share)



To be a model utility, providing quality
service by maintaining a high level of ethical
and professional standards and through the
optimum use of resources.
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