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PUNJAB OIL MILLS LIMITED

Operating Performance

Sales revenue for the 3 months under review increased by 7% 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 13.2% from 15.3% achieved same period 
last year.  While the average selling price for our products grew by about 5%, 
the production cost per unit increased by 7% (led by higher raw material and 
packing costs) leading to reduction in profitability at the gross level.

The higher costs can be attributed to the devaluation of the Pak Rupee against 
the Dollar. Thereby, squeezing our margins in the short term, as the higher cost 
could not be passed on with immediate effect to the end consumer.
   
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, total taxation came out as 13.4% higher 
compared to same quarter last year despite lower profit before tax.

As a result the company posted a profit after tax of PKR 17.5 million for the 3 
months, a 52% reduction from after-tax profit of PKR 36.5 million recorded 
same period last year.  

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, 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.
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The bulk of our advertisement expense for the full year is also planned for the 
remaining three 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.  While maintaining an adequate 
dividend payout, the company is using its own cash resources to finance these 
essential activities.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE FIRST QUARTER ENDED 30 SEPTEMBER, 2018
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