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Tecoma undulata Seem.

Common name: Forest fire
Vernacular name: Lahura
Economic age: 30 years

Distribution: Pakistan, India and Afghanistan. In Pakistan it
occurs in Punjab, Sindh, Balochistan and NWFP roads and canals.

Uses: Fuel, ornamental, furniture and carving, medicinal (flowers as
a vermifuge) and agricultural implements.

I am pleased to report on the achievements of
another successful year, completed on June 30,
2005. This period relates to the tenure of the
previous Board of Directors. The current Board
was elected from June 26, 2005.

During the period under review, we have
maintained our position as the leading supplier
of natural gas in Pakistan. Our position enables
us to develop our technological and managerial
skills, offering better value for over 2.5 million
consumers. Our constant effort to look after and
expand our consumer base, is at the heart of our
strategy for growth.

The Company sold 537 BCF gas which is 19%
more as compared to the last year. Sales revenue
achieved during this year is Rs 83 billion (Rs
64 billion for F.Y. 2003-04). This has increased
by 30% over the last year. The Company
managed its business with its own funds and no
further borrowings were carried out, inspite of
an ambitious programme for capital expenditure
of more than Rs 7 billion, during this year. In
fact the long term liabilities have been reduced by
Rs 600 million approximately, over last year. The
profit before tax was Rs 4,280 million against
a pre-tax profit of Rs 3,664 million of last year;
hence an increase of 17% over the previous year.
The Company has contributed an amount of Rs
2,819 million towards national exchequer as
Taxes which as compared to the last year
increased by Rs 239 million. The profit after tax
was Rs 2,755 million (Rs 2,297 million for F.Y.
2003-04). The earning per share for the year was
Rs 5.52 (Rs 4.60 for F.Y. 2003-04). During the
year, the Company maintained all the financial
ratios as prescribed by the World Bank loan
covenants, standard corporate practices and the
State Bank of Pakistan.



OPERATIONS

During the year under review the Company
provided 174,306 domestic connections, 3,474
commercial connections and 422 industrial
connections. The industrial connections provided
to the CNG stations, substituted petroleum
products and in case of power and cement plants
replaced imported furnace oil/coal. This
achievement has been possible with the concerted
efforts of the employees, availability of gas and
patronage of the Government of Pakistan to strive
for industrialization.

The Transmission Department has managed to
operate 6,121 kilometres of transmission lines
(ranging from 18” to 36” dia). There have been
certain ruptures of high pressure lines during the
period under review, but the same were brought
back to service within few hours of their
occurrence and without any adverse affect to the
consumers. The Transmission lines network was
5,776 kilometres till last financial year, additional
345 kilometres have been laid during the year
under review. Compressors of 185,900 HP
capacity were kept serviceable throughout the
year and were used to their full capacity during
winter season, to avoid drop in pressure, when
the consumption was high.

The Service Departments have also kept the flag
of the Company flying high with regard to
environment, telecommunication, engineering
services, human resource management, public
relations, health and security issues. Especially
the Supervisory Control And Data Acquisition
(SCADA) system enabled the Management to
locate the ruptures immediately after occurrence.
This procedure checked the wastage of gas and
maintenance service was rendered without loss
of time. The Company also managed to continue
gas supply to all major consumers during the Sui
field crises, when this major production field
had been closed down, due to law and order
situation.

PROJECTS

Project-VIII, scheduled to be completed by
December 31, 2005, was almost complete by
June 30, 2005 i.e. six months earlier than the
scheduled time. A total of 421 kilometres
transmission lines (ranging from 10” to 36” dia)
were commissioned under Project VIII, C-leg
Augmentation and other projects. This addition
in transmission lines has enhanced the system
capacity by 300 MMCFD. The Company also
completed the EPC (Engineering, Procurement
& Construction) project of 77 kilometres, 10”
dia pipeline for M/s MOL Hungary. This pipeline
stretches from newly discovered gas source of
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Taxus baccata

Common name: Taxus
Vernacular name: Barmi
Economic age: 130 years

Distribution:
Swat and Azad Kashmir.

Uses: Fodder, fuel, timber,

medicinal and soil erosion control.
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Chitral, Dir, Hazara,

Gurgari (NWFP) to Kohat and is currently
supplying 35 to 40 MMCFD gas to the
Company’s network. The Project Department
connected seventeen more towns with its pipeline
network during the year under review.

REGULATORY FRAMEWORK

The Company is operating under the licence
granted by the Regulator within specified areas,
to undertake the business of gas transmission
and distribution. Although a fixed return of 17.5%
has been prescribed under World Bank loan
covenants, however the Regulator has been
authorized to prescribe prices to allow the final
revenue, to the licencee after taking into account
certain bench marks. The Regulator has reduced
the total return of 17.5% by Rs 613 million for
UFG being over and above the prescribed target
of 6%. The Regulator has reduced the claim of
certain expenses net amounting to Rs 16 million.

FUTURE OUTLOOK

The Company has been directed by the
Government of Pakistan to extend its network
to Murree Hills, Southern districts of NWFP and
Punjab with a total capital cost over Rs 5 billion.

The Company is planning to complete gas supply
to Murree during the next 12 to 14 months and
the mega projects in NWFP and Punjab during
the next 3 to 5 years. We have a target to provide
200,000 connections (all types) every year, within
our area of activity. To supplement local
production of gas, we are proceeding with import
of gas in collaboration with M/s Sui Southern
Gas Company Limited, from Iran, Qatar or
Turkmenistan, which-ever source is more feasible.



Imported gas will enable the Company to continue
its expansion plan, even if domestic gas supplies
are exhausted or started dwindling.

Privatization Commission of Pakistan is also
actively perusing to invite bids, to initiate the
privatization process for this Company. The
Company has envisaged Project-IX, which
includes replacement of old lines, which have
outlived their life, revamping of compression
facilities, establishment of customer service
points, proper training of our manpower,
consumer facilitation for payment of monthly
bills and catering for the industry’s progress to
facilitate national annual growth of 8%.
Furthermore, the Company is introducing the
Uniform System of Accounts prescribed by the
Regulator for the industry.

I would like to take this opportunity to thank all

the out going Directors on your behalf for the
valuable services rendered by them. The present
Board comprises dynamic and seasoned
members, who bring with them vast knowledge
and expertise in multifarious fields, which will
surely add value to the Company’s operations.

Altaf M. Saleem
Chairman

Lahore
September 30, 2005
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Salix babylonica Boiss.

Common name: Weeping willow
Vernacular name: Bad-e-majnoo

Distribution: Northern Areas and mountains of
Balochistan.
Uses: Fuel, dye, erosion control and

reforestation, pulp and fodder.

With pleasure, we present the Annual Report,
together with the audited financial statements of
the Company for the year ended June 30, 2005.
The financial results of the Company have
improved considerably and consequently used
as basis for recommending the following
appropriations:

ACCOUNTS
Rupees in
(000)

Profit before taxation 4,280,317
Provision for taxation 1,525,499
Profit after taxation 2,754,818
Add: Unappropriated

profit brought forward 6,321
Profit available for

appropriation 2,761,139
Appropriations:
Proposed dividend @
Rs 3.00 per share 1,497,560
Unappropriated profit to

be carried forward 1,263,579

The earning per share for the year ended June
30, 2005 is Rs 5.52 as per computation below:

Profit after taxation (Rsin ‘000’) 2,754,818
Ordinary shares in issue (Nos) 499,186,672
Earnings per share (Rs) 5.52

A general view of the performance of the
Company and its various activities during the
FY. 2004-05 are enumerated below:

YEAR UNDER REVIEW

During the year the Company met covenants
agreed by the World Bank. However it could not
primarily meet the benchmark on UFG prescribed
by the Regulator and as a result, the return for
the year on the aforesaid basis works out to
15.47% (15.8% year 2004).






