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PUNJAB OIL MILLS LIMITED
Independent Auditor's Review Report
To the members of Punjab Oil Mills Limited
Report on Review of Interim Financial Statements

Introduction
We have reviewed the accompanying condensed interim statement of financial position of
Punjab Oil Mills Limited (“the company”) as at December 31, 2018 and the related
condensed interim statement of profit or loss, condensed interim statement of comprehensive
income, condensed interim statement of changes in equity, and condensed interim statement
of cash flows for the six-month period then ended (here-in-after referred to as the “interim
financial information”)and a summary of significant accounting policies and other
explanatory notes. Management is responsible for the preparation and presentation of this
interim financial informationin accordance with accounting and reporting standards as
applicable in Pakistan for interim financial reporting. Our responsibility is to express a
conclusion on this interim financial information based on our review. The figures of the
condensed interim statement of profit or loss and condensed interim statement of
comprehensive income for the quarters ended 31 December 2018 and 31 December 2017
have not been reviewed, as we are required to review only the cumulative figures for the six
months period ended 31 December 2018.
Scope of Review
We conducted our review in accordance with International Standard on Review
Engagements 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”. A review of interim financial information consists of
making inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than
an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.
Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial informationdoes not give a true and fair view of the financial
position of the entity as at 31 December 2018, and of its financial performance and its cash
flows for the six-month period then ended in accordance with accounting and reporting
standards as applicable in Pakistan for interim financial reporting.
The engagement partner on the review resulting in this independent auditor's review report is
Shahid Mehmood.

Maqbool Haroon Shahid Safdar & Co
Chartered Accountants

Lahore:
Date: 25 February 2019
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PUNJAB OIL MILLS LIMITED
DIRECTORS’ REPORT

Operating Performance
Sales revenue for the 6 months under review increased by 10.8% compared to the same
period last year. This was a combination of both higher prices and higher volumes for
the period.
Although we experienced a reasonable growth in revenue, there was a contraction in
our gross margins to 14.0% from 16.1% achieved same period last year. While the
average selling price for our products grew by about 6%, the production cost per unit
increased by 7% (led by higher raw material and packing costs). As a result, compared
to the revenue growth of about 11%, the cost of sales head increased by 14%, leading to
a reduction in profitability at the gross level.
A significant factor during this period was the devaluation of the PKR, which was about
14% (from 122 PKR / USD to 139 PKR / USD). This led to the aforementioned higher
costs (as our main inputs are import based) thereby squeezing our margins in the short
term because the higher cost could not be passed on with immediate effect to the end
consumer.
As a result of lower margins at the gross level, gross profits for the year declined by 4%
despite top line growth. However, overall this was an improvement from the 1st quarter
in terms of profitability as prices were incrementally increased to catch up with the
costs over this period and our operating profits for the 2nd quarter were up by 3%
compared to same quarter last year. However, operating profits for the six months were
down by 7.6%, primarily a reflection of lower margins at the gross level.
The change in financial charges was also significant for the period under review, with a
97% increase from the previous period, mainly on account of higher interest rates and
increased bank borrowing to finance working capital. Together with higher other
income and changes in other charges, this had a net impact on the profit before tax to
give a 4.2% increase for the 2nd quarter and 8.5% decrease for the six month compared to
respective corresponding periods last year.
Last year, The Company had reversed a tax provision relating to prior year order u/s
122(4)122(5) for the tax year 2009 for the amount of PKR 3.85 million which had
reduced the over-all tax provision for that period. With no similar provision being
reversed this year, and increased value of raw materials purchased, the total taxation
came out as 13.3% higher compared to same period last year despite lower profit before
tax.
As a result the company posted a profit after tax of PKR 75.1 million for the 6 months, a
20% reduction from after-tax profit of PKR 94.1 million recorded same period last year.
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PUNJAB OIL MILLS LIMITED

Outlook for the Year
Going forward we are foreseeing a mixed business environment for the company.
While we expect margins to recover during the next quarter as prices catch-up with the
increasing costs, we continue to be concerned with a few factors that will keep margins
under pressure. Due to the ongoing balance of payments scenario in the country and a
possible IMF package, we expect a weak Rupee and general economic tightening. This
is going to keep pushing our costs up and we will need to maintain a delicate balancing
act to both keep expanding market share by aggressive selling as well as maintain our
margins. This scenario is compounded by the fact that we continue to see new entrants
in the market place at the premium end of the market who are coming in with very
aggressive strategies. To counter this onslaught we will also need to step up our
marketing efforts and be aggressive with pricing, which ultimately signifies very tight
margins going forward.
The bulk of our advertisement expense for the full year is also planned for the remaining
two quarters, so our operating costs are going to be significantly higher during the
upcoming period.
The company is also continuing ahead with modernization of its plant to improve
product quality and reduce costs, and should have the new equipment operational by the
middle of 4th quarter. So far the company is using its own cash resources to finance
these essential activities, but with further strategic planning under way, we may need to
tap other sources of funds as well to finance our future growth plans.
Acknowledgements
We would like to take this opportunity to thank our customers, suppliers and bankers for
their continued support and cooperation towards the progress of the company. We hope
that this support would continue in the future as well.
We would also like to thank our dedicated and talented team of executives, staff and
workers for the hard work put in during the period. We expect continued efforts from
our employees to achieve even better results in the next three months.
And last, but not the least, the management is thankful to the board for its strong support
and guidance in executing the vision and objectives set for the company.

For & on behalf of the board
Lahore:
Date: 25 February 2019
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PUNJAB OIL MILLS LIMITED
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION (UN-AUDITED)
AS AT 31 DECEMBER 2018

5

PUNJAB OIL MILLS LIMITED
FOR THE HALF YEAR AND QUARTER ENDED 31 DECEMBER 2018
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PUNJAB OIL MILLS LIMITED
FOR THE HALF YEAR AND QUARTER ENDED 31 DECEMBER 2018
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PUNJAB OIL MILLS LIMITED
CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)
FOR THE HALF YEAR ENDED 31 DECEMBER 2018
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PUNJAB OIL MILLS LIMITED
FOR THE HALF YEAR ENDED 31 DECEMBER 2018
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PUNJAB OIL MILLS LIMITED
NOTES TO AND FORMING PART OF THE
CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE HALF YEAR ENDED 31 DECEMBER 2018
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PUNJAB OIL MILLS LIMITED
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PUNJAB OIL MILLS LIMITED
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