
Otsuka Pakistan Limited 
 

Directors’ Report 
 
The Directors are pleased to present the accounts of the company for the half-year ended 
December 31, 2013. 
  
Business Review  
 
Because of the ongoing work on improvement of our manufacturing facility, production of our 
major product line Plabottle has remained suspended since February 2013. As this product line 
contributes more than 70% of our sales, suspension of production has badly impacted our sales 
as well as profits and cash flows. Although, we had built some stock to cater to our customers’ 
requirements during the closure period, however these didn’t prove adequate enough. As a result, 
our sales for the quarter were only Rs.225.6 million compared with Rs.289.0 million achieved 
last year showing a decline of 22%. For the half year, our sales at Rs.542.5 million were 19% 
lower compared with the same period last year. 
 
The reduction in sales had a devastating effect on our profit and cash flow. Since our factory as 
well as selling and administration expenses are mostly fixed in nature, reduced sales resulted in 
operating loss of Rs.105.7 million for the half year compared with operating profit of Rs.59.6 
million earned during the same period last year.  Also our production is now restricted to smaller 
products contributing about 20% of our production capacity while the fixed overheads are almost 
at normal levels. As a result, we are incurring gross loss on all goods produced and sold during 
this period. According to International Accounting Standards, stocks are required to be valued at 
the lower of cost or net realizable value. Since our cost of finished goods as at December 31, 
2013 was much higher than the net realizable value, we had to bring it down to net realizable 
value because of which other operating expenses have increased to Rs.52.1 million compared 
with Rs.11.3 million incurred last year. This ultimately resulted in loss before taxation of 
Rs.126.0 million compared with profit before taxation of Rs.34.9 million earned last year. 
 
Future Outlook                 
 
The work on factory renovation is now complete. We have already applied to Drugs Regulatory 
Authority of Pakistan to inspect our facility and grant approval to commence production. We do 
hope that this process will proceed smoothly and we will be able to start production soon. 
However, till such time, sales, profits and cash flows of your company will continue to remain 
under tremendous pressure. 
 
Also much now depends on the Pricing Policy of the Government. We have tried to create world 
class manufacturing facility at our plant. However, this will result in further increase in cost of 
our products. Since prices of infusion solutions in Pakistan are one of the lowest in the world, 
our profits will continue to remain under pressure till the prices of our products are rationalized. 
People of Pakistan deserve world class quality pharmaceutical products which can only be made 
available if prices are fixed keeping in view the cost of goods produced. Without adequate 
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