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PUNJAB OIL MILLS LIMITED

Introduction

We have reviewed the accompanying condensed interim balance sheet of “Punjab Oil Mills 

Limited” (“the Company”) as at 31 December 2017 and the related condensed interim profit and 

loss account, condensed interim statement of comprehensive income, condensed interim cash 

flow statement, condensed interim statement of changes in equity and notes to the financial 

information for the six months period then ended (here-in-after referred to as the “condensed 

interim financial information”). Management of the Company is responsible for the preparation 

and presentation of this condensed interim financial information in accordance with approved 

accounting standards as applicable in Pakistan for interim financial reporting. Our responsibility 

is to express a conclusion on this condensed interim financial information based on our review. 

The figures of the condensed interim profit and loss account and condensed interim statement of 

comprehensive income for the quarters ended 31 December 2017 and 31 December 2016 have 

not been reviewed, as we are required to review only the cumulative figures for the six months 

period ended 31 December 2017.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements 

2410, “Review of Interim Financial Information performed by the Independent Auditor of the 

Entity”. A review of condensed 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 condensed interim financial information as at and for the six months period ended 

31 December 2017 is not prepared, in all material respects, in accordance with approved 

accounting standards as applicable in Pakistan for interim financial reporting.

AUDITORS’ REPORT TO THE  MEMBERS ON REVIEW OF 
CONDENSED INTERIM FINANCIAL INFORMATION
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PUNJAB OIL MILLS LIMITED

Operating Performance

Sales revenue for the six months under review showed a healthy increase of 15% 
compared to the same period last year.  This can be considered a continuation of the 
increasing trend seen in the first quarter, albeit at a slower rate as revenue increased 

ndby 9% in the 2  quarter.  The bulk of this increase can be attributed to higher 
volumes for the period, and to a lesser extent to higher average prices.  Cooking oil 
and specialty fats products were mainly responsible for this improved 
performance.

Gross margins for the quarter and the half year were unchanged from the previous 
sthalf-year at around 16%.  However, this was a recovery from the 1  quarter of this 

fiscal year, for which period our gross margin was 15.3%.   As such, compared to 
same period last year, consistent margins and top-line growth led to a 15% increase 
in gross profit for the period under review.

Operating expenses increased by 30% for the half-year.  The main reason for this 
increase was higher expense on salaries and wages, driven by both annual 
increments as well as new hiring to manage the increasing complexity of our 
processes and also to build up the sales force to introduce new products in the 
market and grow sales of existing product lines.  The second largest contributor to 
the increase in selling costs was advertisement.  However, most advertisement 
expense is controlled and planned, and we aim to stay within the budgeted amounts 
for the year.

Due to higher operating expenses, our operating profit for the year remained at 
about the same level as same period last year, despite growth in gross profits.

Other charges the marginally declined from last year, mostly because provisions 
based on operating profits did not change much from previous period.  However, 
finance charges continued their upwards trend and increased by 165% for the 
period.  This was mainly on account of mark-up on short term borrowings, that 
increased steeply this period due to higher use of bank financing to build 
inventories of raw material oil at better available rates.  Combined with a 47% fall 
in other income, mainly due to lower profit on bank deposits, this led to a 3% 
decline in profit before tax.
 
At the net level, though profit before tax declined by 3%, a higher provision for 
taxation accentuated the fall in profit after tax to 11% for the 6 months under 
review.  

DIRECTORS’ REPORT
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PUNJAB OIL MILLS LIMITED

The tax bill was up this year due to increased buying of oil to support higher 
production as well as higher price of oil and the fact that the tax liability is 
calculated from raw material oil purchases.

As a result the company posted a profit after tax of PKR 94.1 million for the 6 
months. 

Outlook for the Year 
We expect the sales growth experienced in the first two 2 quarters to continue for 
the rest of the year, and we aim to close the year with net growth in sales volume and 
sales revenue.  However, at the same time our margins at the gross level will likely 
come under pressure due to raw material costs increasing faster as compared to our 
average selling prices.  Increasing competition has constrained our ability to 
increase prices at the same rate as cost inflation. 

The bulk of our advertisement expense for the full year is also planned for the 
remaining two quarters in conjunction with Ramzan promotions; so our operating 
costs are going to be significantly higher.  
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cash dividend @ 55% i.e, Rs.  5.5 Per Share
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