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Directors’ Report to the Shareholders

The Board of Directors of United Brands Limited are pleased to present the Directors’ Report
together with the condensed interim financial information (unaudited) of the Company for
the quarter ended September 30, 2017. This condensed financial information (unaudited) is
prepared in accordance with Section 227 of the Companies Act, 2017.

Principal Activities

United Brands Limited is involved in sales and distribution of Fast Moving Consumer Goods.
The product portfolio includes but is not limited to baby and personal care range, chocolates,
powdered milk, sweetener, beverages, cereals, deodorants, cosmetics, chewing gums and
others.

Summary and Comparison of Financial Performance for the Quarter
September 30,  September 30,

2017 2016

(Rupees in thousand)
Revenue 835,104 323,476
Gross profit 222,936 65,992
Gross profit (% of revenue) 26.69% 20.38%
Operating profit 80,437 23,463
Profit after taxation 37,892 15,641

FINANCIAL OVERVIEW

The Company started financial year with remarkable performance and has shown significant
growth in terms of overall revenue and profitability. First Quarter’s Revenue has increased by Rs.
512 million which is 158% increase as compared to the comparative period.

New Business lines such as RedBull, Kellogg’s, L'Oréal, Mars, Heinz, Pringles, Wrigley, Axe,
DuPont and IFFCO have cumulatively added Rs. 654 million to the revenue whereas sales of
Johnson & Johnson (J&J) declined by Rs. 158 million due to discontinuation of a number of
SKUs from the portfolio. However we are confident that J&J’s lost share will be recovered and
sales will increase from 2" quarter onwards. This will be possible as some of the discontinued
SKUSs’ will again be available with renewed supports from J&J.

Gross profit as a percentage of revenue has improved from 20.38% to 26.69% for the current
quarter as compared to the comparative period. The reason for the increase is addition of new
business lines with higher gross margin and revision of trade prices for certain products. Total
expenses have increased by Rs. 100 million due to marketing expenses of RedBull. Further
freight expenses have also increased due to increase in sales however total expenses are in-line
with the overall increase in revenue. Finance cost has increased by Rs. 11 million due to mark-
up charges paid against banking facilities availed to pay-off foreign Principal liabilities.

The above contributions have together resulted in increasing the bottom line which is Rs. 22.2
million against September 30, 2016 quarter however, there has been a decrease in net profit
margin from 4.8% to 4.5%.

EARNINGS PER SHARE

Earnings per share for the quarter ended September 30, 2017 is Rs. 3.51 (September 30, 2016:
Rs. 1.45).

Quarter Ended September 2017
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FUTURE OUTLOOK

The management of United Brands Limited is confident of significant growth in the coming
years. We are focused on enhancing and improving our current business and tapping new
opportunities. The whole organization is evolving to a new level and is going through significant
changes to improve its functions and enhance productivity in each area of operation. Further
each sale person'’s productivity is in sharp focus and the Company is in the process of employing
latest technology to ensure we do not miss out on opportunities in the market place.

We are confident that we can generate increased value for our shareholders as well as deliver
better products and services to our customers.

ACKNOWLEDGMENT

The Directors would like to express their gratitude to the customers, principals, employees
and other stakeholders for their continued support, encouragement and place on record the
appreciation of the valuable services rendered by the employees of the Company.
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Condensed Interim Balance Sheet
As At September 30, 2017

Unaudited Audited
September June

30, 2017 30, 2017
ASSETS Note ~ --—--- Rupees ‘000 -----
Non-current assets
Equipments 966 812
Intangible assets 429 423
Long term deposits 114 114

1,509 1,349

Current assets
Stock-in-trade 4 932,631 835,451
Trade debts 315,553 116,460
Loans and advances 486,515 264,326
Short term prepayments 11,902 63,623
Other receivables 248,882 370,168
Refunds due from government - sales tax 30,784 26,216
Taxation - payments less provision 51,959 43,703
Cash and bank balances 50,854 47,283

2,129,080 1,767,230
Total assets 2,130,589 1,768,579

EQUITY AND LIABILITIES

Authorised share capital

12,000,000 ordinary shares of Rs. 10/- each 120,000 120,000

Equity

Share capital 108,000 108,000

Accumulated profit / (loss) 31,047 (6,845)
139,047 101,155

Liabilities

Non-current liabilities
Long term loan 212,000 212,000

Current liabilities

Trade and other payables 1,189,393 1,089,360
Short term borrowings 574,622 355,675
Accrued markup 15,527 10,389

1,779,542 1,455,424
Total liabilities 1,991,542 1,667,424
COMMITMENTS 7 - -
Total equity and liabilities 2,130,589 1,768,579

The annexed notes 1 to 10 form an integral part of these condensed interim financial statements.
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Condensed Interim Profit And Loss Account - (Unaudited)
For The Quarter Ended September 30, 2017

Quarter ended

September September

30, 2017 30, 2016
Note  ---—-- Rupees ‘000 -----
Revenue 5 835,104 323,476
Cost of sales (612,168) (257,554)
Gross profit 222,936 65,922
Distribution costs (126,202) (80,809)
Administrative expenses (13,635) (10,682)
Other expenses (2,662) (974)
Operating profit 80,437 23,463
Finance cost (11,403) (277)
Profit before taxation 69,034 23,186
Taxation (31,142) (7,545)
Profit after taxation 37,892 15,641
Other comprehensive income - -
Total comprehensive Income 37,892 15,641
Basic and diluted earnings per share (Rupees) 3.51 1.45

The annexed notes 1 to 10 form an integral part of these condensed interim financial statements.
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Condensed Interim Statement Of Cash Flows- (Unaudited)
For The Quarter Ended September 30, 2017

Quarter ended
September September

30, 2017 30, 2016

Note ~ ----- Rupees ‘000 -----
CASH FLOWS FROM OPERATING ACTIVITIES
Cash (used in) / generated from operations 6 (169,455) 26,053
Income tax paid (39,398) (16,947)
Finance cost paid (6,265) (277)
Net cash (used in) / generated from operating activities (215,118) 8,829
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (235) | | -
Intangibles (22) -
Net cash used in investing activities (257) -
CASH FLOWS FROM FINANCING ACTIVITIES
Short term borrowings - domestic supplier finance [ 218,947 | | -]
Net cash generated from financing activities 218,947 -
Net increase in cash and cash equivalents 3,572 8,829
Cash and cash equivalents at the beginning of the period 47,283 55,363
Cash and cash equivalents at the end of the period 50,855 64,192

The annexed notes 1 to 10 form an integral part of these condensed interim financial statements.
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Condensed Interim Statement Of Changes In Equity - (Unaudited)

For The Quarter Ended September 30, 2017

Share Accumulated

Capital  (Loss)/Profit O

—————————————— Rupees ‘000 --------------
Balance as at July 1, 2016 108,000 (12,866) 95,134
Profit for the quarter ended September 30, 2016 | - || 15,641 || 15,641 |
Other comprehensive income - - -
Total comprehensive income - 15,641 15,641
Balance as at September 30, 2016 108,000 2,775 110,775
Balance as at July 1, 2017 108,000 (6,845) 101,155
Profit for the quarter ended September 30, 2017 | - || 37,892 || 37,892 |
Other comprehensive income - - -
Total comprehensive income - 37,892 37,892
Balance as at September 30, 2017 108,000 31,047 139,047

The annexed notes 1 to 10 form an integral part of these condensed interim financial statements.
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Notes To The Condensed Interim Financial

Information - (Unaudited)
For The Quarter Ended September 30, 2017

2.2

THE COMPANY AND ITS OPERATIONS

The Company was incorporated in Pakistan on March 13, 1965 as Batlay Match
Industries Limited under the repealed Company Act, 1913. The company was renamed
as UDL Industries Limited on March 16, 1987 under the Companies Ordinance, 1984.
The Company was again renamed as United Brands Limited, a public limited company
on April 5, 2006 under the Companies Ordinance, 1984. The shares of the Company
are quoted on the Pakistan Stock Exchange. The registered office of the Company is
situated at 8th Floor, NIC Building, Abbasi Shaheed Road, Karachi.

The Company is a subsidiary of International Brands Limited, which is the Company’s
ultimate parent also.

The principal activities of the Company are trading and distribution of consumer goods
and allied products.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

These condensed interim financial statements of the Company for the quarter ended
September 30, 2017 has been prepared in accordance with the requirements of
the International Accounting Standard (IAS) 34, ‘Interim Financial Reporting’ and
provisions of and directives issued under the Companies Ordinance, 1984. In case
where requirements differ, the provisions of or directives issued under the Companies
Ordinance, 1984 have been followed.

These condensed interim financial statements do not include all of the information and
disclosures required for annual financial statements, and should be read in conjunction
with the financial statement of the Company for the year ended June 30, 2017. These
condensed interim financial statements are unaudited.

Accounting policies

The accounting policies adopted in the preparation of these condensed interim
financial statements are the same as those applied in the preparation of annual financial
statements of the Company for the year ended June 30, 2017.

ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of condensed interim financial statements requires management to
make judgments, estimates and assumptions that affect the application of accounting
policies and the reported amounts. Actual results may differ from these judgments,
estimates and assumptions.

However, management believes that the change in outcome of judgments, estimates
and assumptions would not have a material impact on the amounts disclosed in these
condensed interim financial statements.

Estimates and judgments made by the management in the preparation of these
condensed interim financial statements are the same as those that were applied to the
audited annual financial statements of the Company as at and for the year ended June
30, 2017.

Quarter Ended September 2017




Notes To The Condensed Interim Financial

Information - (Unaudited)
For The Quarter Ended September 30, 2017

4. Stock-in-Trade

Stock in Hand
Less: Provision

5. Revenue

Gross Sales
Less:

Trade Discounts
Sales Return
Net Sales

6. CASH GENERATED FROM OPERATIONS

Profit before taxation

Adjustment for non-cash charges and other items

Depreciation
Finance cost

Profit before changes in working capital

Effect on cash flow due to working capital changes

(Increase) / decrease in current assets:
Stock-in-trade

Trade debts

Advances

Short term prepayments

Other receivables

Refunds due from government - sales tax

Increase in current liabilities
Increase in trade and other payables
Cash generated (used in) / from operations

7. COMMITMENTS

Unaudited Audited
September June
30, 2017 30, 2017
fffff Rupees ‘000 -----
950,177 850,134
(17,546) (14,683)
932,631 835,451
Unaudited  Unaudited
September September
30, 2017 30, 2016
fffff Rupees ‘000 -----
865,647 328,054
(18,688) (2,758)
(11,855) (1,820)
835,104 323,476
69,034 23,186
g
11,403 277
11,501 351
80,535 23,5637
(97,180) (93,386)
(199,093) (27 041)
(222,189) (162,057)
51,721 (1,160)
121,286 16,686
(4,568) (8,048)
(350,023) (275,006)
100,033 277,622
(169,455) 26,053

The facilities for opening letter of credit and guarantees as at September 30, 2017
amounted to Rs. 615 million (June 30, 2017: Rs. 715 million) and Rs. 200 million
(June 30, 2017: Rs. 100 million) respectively. The amount remaining unutilised as at
September 30, 2017 for letter of credit and guarantees was Rs. 313.31 million (June 30,
2017: Rs. 510.7 million) and Rs. 70 million (June 30, 2017: Rs. 100 million) respectively.

The facilities are secured by way of pari passu charge against hypothecation of

Company's stocks and receivables.

United Brands Limited



Notes To The Condensed Interim Financial

Information - (Unaudited)
For The Quarter Ended September 30, 2017

8. RELATED PARTY TRANSACTIONS

The following transactions were carried out with related parties during the period:

Nature of relationship Nature of transactions September September
30,2017 30, 2016

Note ----- Rupees ‘000 -----

Holding company - Corporate Service Charges 600 600
Associated companies - Shared expenses 8.1 21,281 11,489
- Sale of goods 1,731 198

8.1 The Company has an agreement with IBL Operations (Private) Limited regarding sharing
of expenses relating to sales and administrative infrastructure.

9. SUBSEQUENT EVENTS

The Board of Directors in their meeting held on September 27, 2017 proposed a final
cash dividend of Rs. 0.5 per share (2016: Rs. Nil per share) amounting to Rs. 5.4 million
(2016: Rs. Nil) subject to the approval of the shareholders in the forthcoming annual
general meeting scheduled to be held on October 31, 2017.

DATE OF AUTHORISATION FOR ISSUE

10.  These condensed interim financial statements were approved and authorized for issue
by the Board of Directors of the Company on October 23, 2017.
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