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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 
six months ended December 31, 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 PERIOD

December 31, 
2017

December 31, 
2016

Rupees in ‘000

Revenue 1,795,418 704,919

Gross profit 487,316 151,415

Gross profit (% of revenue) 27.14% 21.48%

Operating profit 141,733 56,426

Profit after taxation 9,407 25,726

FINANCIAL OVERVIEW
The Company has shown tremendous growth in terms of revenue but its overall profitability has 
declined as compared to same period last year. Revenue has increased by Rs. 1,090 million that 
is 155% 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. 1,420 million to the revenue whereas sales of 
Johnson & Johnson declined by Rs. 324 million due to discontinuation of number of SKUs from 
the portfolio. However, we are confident that J&J’s lost share will be recovered and sales will 
increase from next quarter onwards. This will be possible as some of the discontinued SKUs will 
again be available with the renewed support from J&J. 

Gross profit as a percentage of revenue has improved from 21.48% to 27.14% for the current 
period as compared to the comparative period. The reason for such increase is the addition 
of new business lines with higher gross margin and through revision of trade prices of certain 
products. Total expenses have increased by Rs. 250  million due to increase in business lines 
and marketing expenses of RedBull. Further freight expenses have also increased due to 
increase in sales. Finance cost has increased by Rs. 54 million due to mark-up charges paid 
against banking facilities availed to pay-off foreign principal’s liabilities and the loan obtained 
from IBL Operations (Private) Limited.

Due to recent increase in the Dollar rate in December ‘2017, exchange loss of Rs. 20 million has 
been booked in the current period for the retranslation of unpaid foreign liability.

The above charges have together resulted in decreasing the bottom line by Rs. 16.3 million as 
compared to the comparative period, which has subsequently reduced the net profit margin 
from 3.6% to 0.5%.
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Arshad Anis
Chief Executive Officer

Zubair Razzak Palwala
Director

EARNINGS PER SHARE
Earnings per share for the six months ended December 31, 2017 is Rs. 0.87 (December 31, 
2016: Rs. 2.38).

FUTURE OUTLOOK
The management of United Brands Limited is confident of significant growth in the coming years. 
We are optimistic that the Company will recover from the current decline in profitability as 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.

We are confident that we can generate increased value for our shareholders as well as deliver 
better products and services to our customers.
 
We also take this opportunity to thank our employees for their continued contribution in the 
achievement of Company’s results.

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.  

Karachi.
Date: February 23, 2018

Directors’ Report to the Shareholders
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Introduction

We have reviewed the accompanying condensed interim balance sheet of United Brands 
Limited as at December 31, 2017 and the related condensed interim profit and loss account, 
condensed interim statement of cash flows and condensed interim statement of changes 
in equity together with the notes forming part thereof for the half year then ended (here-
in-after referred to as the “interim financial information”). Management is responsible for 
the preparation and presentation of this 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 interim financial information based on 
our review. The figures of the condensed interim profit and loss account for the quarters 
ended December 31, 2017 and 2016 have not been reviewed, as we are required to review 
only the cumulative figures for the half year ended December 31, 2017.
	
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 information as of and for the half year ended December 
31, 2017 is not prepared, in all material respects, in accordance with approved accounting 
standards as applicable in Pakistan for interim financial reporting.

	
Chartered Accountants
Karachi

Date: February 27, 2018

Name of Engagement Partner: Farrukh Rehman 

Auditors’ Report to the Members on Review  
of Interim Financial Information 
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Condensed Interim Balance Sheet
As At December 31, 2017	

Chief Executive Officer                          Director                          Chief Financial Officer

(Unaudited) (Audited) 
December 31, June 30,

Note 2017 2017
ASSETS Rupees ‘000

Non-current assets
 

Property, plant and equipment 5  2,775  812 
Intangible assets  612  423 
Long term deposits  114  114 

 3,501  1,349 

Current assets

Stock-in-trade  803,933  835,451 
Trade debts  379,639  116,460 
Advances  453,212  264,326 
Other receivables 6  124,236  370,168 
Short term prepayments  93,756  63,623 
Refunds due from government -  Sales tax  25,790  26,216 
Taxation - payments less provision  47,742  43,703 
Cash and bank balances  235,942  47,283 

 2,164,250  1,767,230 

Total assets  2,167,751  1,768,579 

EQUITY AND LIABILITIES

Equity

Share capital  108,000  108,000 
Accumulated loss  (2,838)  (6,845)

 105,162  101,155 
Liabilities

Non-current liabilities
Long term loan 7  312,000  212,000 

Current liabilities

Trade and other payables 8  1,065,792  1,089,360 
Short term borrowings 9  644,724  355,675 
Accrued markup  40,073  10,389 

 1,750,589  1,455,424 

 2,062,589  1,667,424 
Commitments 10

Total equity and liabilities  2,167,751  1,768,579 

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.
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Condensed Interim Profit And Loss Account - (Unaudited)
For The Half Year Ended December 31, 2017

Chief Executive Officer                          Director                          Chief Financial Officer

Note Quarter ended Half year ended
December 31, December 31, December 31, December 31,

2017 2016 2017 2016
-------------------------- Rupees ‘000 --------------------------

Revenue 11  960,314  381,443  1,795,418  704,919 
Cost of sales  (695,934)  (295,950)  (1,308,102)  (553,504)
Gross profit  264,380  85,493  487,316  151,415 

Distribution cost  (161,764)  (33,772)  (287,966)  (64,575)
Administrative expenses  (32,975)  (11,644)  (46,610)  (22,326)
Other expenses  (8,345)  (7,114)  (11,007)  (8,088)
Operating profit  61,296  32,963  141,733  56,426 
Finance cost 12  (45,528)  (2,783)  (56,931)  (3,060)

Profit before taxation  15,768  30,180  84,802  53,366 
Taxation  (44,253)  (20,095)  (75,395)  (27,640)
Profit / (loss) after taxation  (28,485)  10,085  9,407  25,726 
Other comprehensive income  -    -    -    -   
Total comprehensive  
  income / (loss)  (28,485)  10,085  9,407  25,726 

Basic and diluted earnings / (loss)
  per share (Rupees) (Rs.  2.64) Rs.  0.93 Rs.  0.87 Rs.  2.38 

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.
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Chief Executive Officer                          Director                          Chief Financial Officer

Condensed Interim Statement Of Cash Flows- (Unaudited)
For The Half Year Ended December 31, 2017

 December 31,  December 31, 
  2017  2016 

Note  Rupees ‘000 
CASH FLOWS FROM OPERATING ACTIVITIES

Cash (used in) / generated from operations 13  (108,505)  56,508 
Income tax paid  (79,434)  (42,504)
Finance cost paid  (4,788)  (3,060)
Net cash (used in) / generated from operating activities  (192,727)  10,944 

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment  (2,137)  (90)
Purchase of intangible assets  (229)  (20)
Net cash used in investing activities  (2,366)  (110)

CASH FLOWS FROM FINANCING ACTIVITIES

Dividend paid  (5,297)  (11)
Proceeds from short term borrowings  289,049  -   
Proceeds from long term loan  100,000  -   
Net cash generated from / (used in) financing activities  383,752  (11)

Net increase in cash and cash equivalents  188,659  10,823 

Cash and cash equivalents at the beginning of the period  47,283  55,363 

Cash and cash equivalents at the end of the period  235,942  66,186 

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.
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Chief Executive Officer                          Director                          Chief Financial Officer

Condensed Interim Statement Of Changes In Equity - (Unaudited)
For The Half Year Ended December 31, 2017

 Share 
Capital 

 Unappropriated 
Profit / 

(Accumulated 
Loss)

 Total 

------------------- Rupees ‘000 ------------------- 

Balance as at July 1, 2016  108,000  (12,866)  95,134 

Profit for the half year ended 
  December 31, 2016  -    25,726  25,726 
Other comprehensive income  -    -    -   
Total comprehensive income  -    25,726  25,726 

Balance at December 31, 2016 (unaudited)  108,000  12,860  120,860 

Balance as at July 1, 2017 108,000  (6,845)  101,155 

Final dividend for the year ended  
June 30, 2017 @ Rs. 0.5 per share  -    (5,400)  (5,400)

Profit for the half year ended 
  December 31, 2017  -    9,407  9,407 
Other comprehensive income  -    -    -   
Total comprehensive income  -    9,407  9,407 

Balance at December 31, 2017 (unaudited)  108,000  (2,838)  105,162 

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.
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Condensed Interim Statement Of Changes In Equity - (Unaudited)
For The Half Year Ended December 31, 2017

Notes To The Condensed Interim Financial
Information - (Unaudited)	
For The Half Year Ended December 31, 2017

1.	 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 repealed Companies Ordinance, 
1984. The Company was again renamed as United Brands Limited, a public limited 
company on April 5, 2006 under the repealed 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, N.I.C.L 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.								      
	

2.	 BASIS OF PREPARATION							     
		
As per the requirements of circular no. CLD/CCD/PR(11 )/2017 dated October 4, 2017 
issued by the Securities & Exchange Commission of Pakistan (SECP), companies whose 
financial year, including quarterly and other interim periods, closes on or before December 
31, 2017, shall prepare their financial statements, including interim financial statements in 
accordance with the provisions of the repealed Companies Ordinance, 1984.			
						    
Accordingly, this condensed interim financial information of the Company for the half 
year ended December 31, 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 repealed Companies Ordinance, 1984. In 
case where requirements differ, the provisions of or directives issued under the repealed 
Companies Ordinance, 1984 have been followed. This condensed interim financial 
information is being submitted to the shareholders as required by section 245 of the 
repealed Companies Ordinance, 1984 and the Listing Regulations of the Pakistan Stock 
Exchange.								      
	
This condensed interim financial information does not include all the information required 
for full financial statements and should be read in conjunction with the annual financial 
statements for the year ended June 30, 2017.					   
				  

2.1	 Changes in accounting standards, interpretations and pronouncements			 
						    

	 a)	 Standards, interpretations and amendments to published approved		  	
              accounting standards that are effective and relevant				  
				  

lAS 7, ‘Cashflow statements’ - This amendment requires disclosure to explain changes 
in liabilities for which cashflows have been or will be classified as financing activities in 
the statement of cashflows. The amendment is part of the lASS’s Disclosure Initiative. 
In the first year of adoption, comparative information need not be provided.		
						   
The change will impact the disclosures of the Company’s annual financial 
statements.			 
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Notes To The Condensed Interim Financial
Information - (Unaudited)	
For The Half Year Ended December 31, 2017

	 b)	 Standards, interpretations and amendments to published approved			 
              accounting standards that are effective but not relevant				 
				  

There are certain new standards, amendments to the approved accounting standards 
and new interpretations that are mandatory for accounting periods beginning on or 
after January 1, 2017, but are considered not to be relevant or have any significant 
effect on the Company’s reporting and are therefore, not disclosed in this condensed 
interim financial information.							     
	

	 c)	 Standards, interpretations and amendments to published approved			 
              accounting standards that are not yet effective but relevant			 
					   

The following are the new standards, amendments to existing approved accounting 
standards and new interpretations that will be effective for the periods beginning 
on or after July 1, 2018 that may have an impact on the financial statements of the 
Company.								     
									      
IFRS 9 ‘Financial instruments’ - This standard replaces the guidance in IAS 39. It 
includes requirements on the classification and measurement of financial assets and 
liabilities; it also includes an expected credit loss model that replaces the current 
incurred loss impairment model.						    
		
IFRS 15 ‘Revenue from contracts with customers’ - IFRS 15 replaces the previous 
revenue standards: lAS 18 Revenue, lAS 11 Construction Contracts, and the related 
interpretations on revenue recognition.						    
		
IFRS 15 introduces a single five-step model for revenue recognition and establishes a 
comprehensive framework for recognition of revenue from contracts with customers 
based on a core principle that an entity should recognise revenue representing the 
transfer of promised goods or services to customers in an amount that reflects the 
consideration to which the entity expects to be entitled in exchange for those goods 
or services.							     
	
The management is in the process of assessing the impact of changes laid down by 
these standards on its financial statements.					   
			
In addition to the foregoing, the Companies Act 2017 which is not effective on 
these financial statements, has added certain disclosure requirements which will be 
applicable in future.							     
	

3.	 SIGNIFICANT ACCOUNTING POLICIES						    
			 
The accounting policies adopted in the preparation of this condensed interim financial 
information are the same as those applied in the preparation of the preceding annual 
financial statements of the Company for the year ended June 30, 2017. 			 
						    

4.	 ACCOUNTING ESTIMATES, JUDGMENTS AND FINANCIAL RISK MANAGEMENT 		
					     		
The preparation of interim financial information requires management to make 
judgements, estimates and assumptions that affect the application of accounting policies 
and the reported amounts. Actual results may differ from these judgements, estimates 
and assumptions.								      
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Notes To The Condensed Interim Financial
Information - (Unaudited)	
For The Half Year Ended December 31, 2017

However, management believes that the change in outcome of judgements, estimates 
and assumptions would not have a material impact on the amounts disclosed in this 
condensed interim financial information.						    
			 
Judgments and estimates made by the management in the preparation of this condensed 
interim financial information are the same as those that were applied to the financial 
statements as at and for the year ended June 30, 2017.				 
	
The Company’s financial risk management objectives and policies are consistent with 
those disclosed in the financial statements as at and for the year ended June 30, 2017.

 (Unaudited) (Audited)
 December 31,  June 30, 

2017 2017
5. PROPERTY, PLANT AND EQUIPMENT Rupees ’000

Operating assets - note 5.1  2,775  812 

 December 31,  December 31, 
2017 2016

5.1 Additions to operating assets during Rupees ’000
the period were as follows:

Office Equipments  1,962  90 
Furniture and Fixtures  175  -   

 2,137  90 

 (Unaudited) (Audited)
 December 31,  June 30, 

2017 2017
6. OTHER RECEIVABLES  Rupees ’000

Considered good
- Related parties  -    19 
- Others - note 6.1  124,236  370,149 

 124,236  370,168 

6.1 This represents receivable from principals in respect of stock claims, expenses and 
others.

7.	 LONG TERM LOAN							     
	
This represents amount borrowed from IBL Operations (Private) Limited - associated 
company on March 31, 2017 of Rs. 212 million and on October 31, 2017 of Rs. 100 
million for onward payment to creditors, carrying interest at the rate of 6 month KIBOR + 
2.5% (June 30, 2017: 6 month KIBOR + 2.5%) repayable in 3 years.			 
					   

8.	 TRADE AND OTHER PAYABLES							     
	
These include Rs. 340.48 million  (June 30, 2017: Rs. 249.95 million) payable to related 
parties.



16 United Brands Limited

 (Unaudited) (Audited)
 December 31,  June 30, 

2017 2017
Rupees ’000

9. SHORT TERM BORROWINGS

Running finance under mark-up  
  arrangement - note 9.1  32,391  19,675 
Short term loans - note 9.2  472,333  196,000 
Short term loan from  
  IBL Operations (Private) Limited - note 9.3  140,000  140,000 

 644,724  355,675 

9.1 As at December 31, 2017 available running finance facility under mark-up arrangements 
from Habib Bank Limited  amounted to Rs. 35 million (June 30, 2017: Rs. 35 million). The 
arrangements are secured by way of pari passu charge over the stock and receivables of 
the Company with 25% margin.
The arrangements carry mark-up at the rate of 2.25% above one month KIBOR  
(June 30, 2017: 2.25% above one month KIBOR) to be determined on monthly basis.

9.2 (Unaudited) (Audited) Markup Securities
December 31, June 30, Rate

2017 2017
(Rupees ‘000)

1. Al-Baraka Bank  
  (Pakistan) Limited  192,004  196,000 

3 months KIBOR + 
2% Hypothecation 

over stock / 
moveable and 
receivable 

2. Habib Metropolitan  
  Bank Limited  150,050  -   

3 months KIBOR + 
0.15%

3. Bank Al-Habib Limited  130,279  -   6 months KIBOR + 
0.15%

 472,333  196,000 

9.3	 This represents amount borrowed from IBL Operations (Private) Limited - associated 
company for onward payments to creditors carrying interest at the rate of six month 
KIBOR + 2.5% (June 30, 2017: 6 month KIBOR + 2.5%).

10.	 COMMITMENTS							     
	
The facilities for opening letter of credit and guarantees as at December 31, 2017 
amounted to Rs. 540 million (June 30, 2017: Rs. 715 million) and Rs. 200 million (June 
30, 2017: Rs. 100 million) respectively. The amount remaining unutilised at the half year 
end for letter of credit and guarantees was Rs. 193.12 million (June 30, 2017: Rs. 510.7 
million) and Rs. 49.10 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. 							    
	

Notes To The Condensed Interim Financial
Information - (Unaudited)	
For The Half Year Ended December 31, 2017
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Notes To The Condensed Interim Financial
Information - (Unaudited)	
For The Half Year Ended December 31, 2017

 December 31,  December 31, 
2017 2016

 Rupees ‘000 
11. REVENUE

Gross Sales  2,260,830  876,943 

Less:
Trade discounts  (115,239)  (54,583)
Sales return  (22,105)  (4,833)

 2,123,486  817,527 

Less: Sales tax  (328,068)  (112,608)
 1,795,418  704,919

12. FINANCE COST

Bank charges  2,347  1,032 
Finance charges on long term borrowings  10,488  -   
Finance charges on short term borrowings  21,637  -   
Exchange loss - net - note 12.1  22,459  2,029 

 56,931  3,061 

12.1 This represents exchange loss on unpaid invoices of foreign principals.
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Notes To The Condensed Interim Financial
Information - (Unaudited)	
For The Half Year Ended December 31, 2017

 December 31,  December 31, 
2017 2016

 Rupees ‘000 

13. CASH (USED IN) / GENERATED FROM OPERATIONS

Profit before taxation  84,802  53,366 

Adjustment for non-cash charges and other items

Depreciation  174  153 
Amortisation  40  -   
Finance cost  34,472  3,060 

 34,686  3,213 
Profit before changes in working capital  119,488  56,579 

Effect on cash flow due to working capital changes

(Increase) / decrease in current assets:

Stock-in-trade  31,518  (206,438)
Trade debts  (263,179)  (30,336)
Advances  (188,886)  (25,032)
Short term prepayments  (30,133)  (822)
Other receivables  245,932  88,974 
Refunds due from government -  Sales tax  426  (10,874)

 (204,322)  (184,528)

(Decrease) / increase in current liabilities:
Trade and other payables  (23,671)  184,457 

Cash (used in) / generated from operations  (108,505)  56,508
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Notes To The Condensed Interim Financial
Information - (Unaudited)	
For The Half Year Ended December 31, 2017

14.	 TRANSACTIONS WITH RELATED PARTIES 					  
			 
The following transactions were carried out with related parties during the period:	
							     

(Unaudited) (Unaudited)
December 31, December 31, 

Nature of relationship Nature of transactions 2017 2016
Rupees ’000

i. Holding company - Dividend paid  5,085  -   
- Corporate shared services  5,100  1,200 

ii. Associated companies - Purchases  -    42,690 
- Sale of goods  2,659  542 
- Shared costs  63,650  24,021 
- Loan received  100,000 
- Markup on loan  16,600 

iii. Employees’ Provident Fund Contribution paid  1,444  2,325 

iv. Key Management Personnel Salaries and other 
     employee benefits  13,707  14,071 
Fee for attending meetings 
   to Directors  250  318 

15.	 DATE OF AUTHORISATION FOR ISSUE					   
			 
This condensed interim financial information was approved and authorised for issue by 
the Board of Directors of the Company on February 23, 2018.

Chief Executive Officer                          Director                          Chief Financial Officer



Notes
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