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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 nine months ended March 31, 2018. 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,
dairy & powdered milk, edible oil, beverages, cereals, deodorants, cosmetics, chewing gums
and others.

SUMMARY AND COMPARISON OF FINANCIAL PERFORMANCE FOR THE PERIOD

March 31, March 31,

2018 2017
Rupees in ‘000
Revenue 2,684,544 990,891
Gross profit 692,649 220,257
Gross profit (% of revenue) 25.8% 22.2%
Operating profit 153,328 60,074
(Loss) / Profit after taxation (13,106) 16,334
FINANCIAL OVERVIEW

The Company has shown decline in terms of overall profitability as compared to same period
last year. Revenue has increased by Rs. 1,694 million that is 171% increase as compared to
same period last year.

New Business lines such as RedBull, Kellogg’s, L'Oréal, Mars, Heinz, Pringles, Wrigley, Axe,
DuPont, IFFCO and Haleeb Foods have cumulatively added Rs. 2,030 million to the revenue
whereas sales of Johnson & Johnson (J&J) declined by Rs. 392 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 July 2018 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 22.2% to 25.8% 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. 397 million due to addition of 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 hike in the Dollar rate in December 2017, exchange loss of Rs. 26 million has been
booked in the current period against foreign liability.

The above charges have together resulted in decreasing the bottom line by Rs. 29.4 million

against March 2017 period, which has subsequently reduced the net profit margin from 1.6%
10 -0.5%.
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Directors’ Report to the Shareholders

EARNINGS PER SHARE
Earnings per share for the nine months ended March 31, 2018 is Rs. -1.21 (March 31, 2017:
Rs. 1.51).

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.
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Karachi. Arshad Anis Zubair Razzak Palwala
Date: April 24, 2018 Chief Executive Officer Director
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Condensed Interim Statement of Financial Position
As at March 31, 2018

Unaudited Audited

March 31, June 30,
2018 2017
ASSETS Note ------- Rupees ‘000 -------
Non-current assets
Property and equipment 4 3,316 812
Intangible assets 599 423
Long term deposits 114 114
4,029 1,349
Current assets
Stock-in-trade B 892,947 835,451
Trade debts 359,619 116,460
Advances 554,493 264,326
Short term prepayments 25,730 63,623
Other receivables 149,460 370,168
Refunds due from Government - sales tax - 26,216
Taxation - payments less provision 38,395 43,703
Cash and bank balances 33,710 47,283
2,054,354 1,767,230
Total assets 2,058,383 1,768,579
EQUITY AND LIABILITIES
Equity
Share capital 108,000 108,000
Accumulated loss (25,351) (6,845)
82,649 101,155
Liabilities
Non-current liabilities
Long term loan 312,000 212,000
Current liabilities
Short term borrowings 668,602 355,675
Accrued mark-up 12,850 10,389
Payable to Government - sales tax 7,654 -
Trade and other payables 974,628 1,089,360
1,975,734 1,667,424
Total equity and liabilities 2,058,383 1,768,579

The annexed notes from 1 to 9 form an integral part of these condensed interim financial
information.
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Condensed Interim Profit and Loss Account
For the quarter and nine months ended March 31, 2018 (Unaudited)

Quarter Ended Nine Months Ended
Note ~“March 31, March 31, March 31, March 31,
2018 2017 2018 2017

———————————————————— Rupees in ‘000 --------------------

Revenue 6 889,125 285,973 2,684,544 990,891

Cost of sales (683,793) (217,131)  (1,991,895) (770,634)
Gross profit 205,332 68,842 692,649 220,257

Distribution cost (137,820) (561,122) (424,237) (115,219)
Administrative expenses (31,484) (10,764) (78,095) (83,570)
Other expenses (1,975) (1,280) (36,989) (11,394)
Operating profit 34,053 5,676 153,328 60,074
Finance cost (23,031) (2,255) (57,503) (3,286)
Profit before taxation 11,022 3,421 95,825 56,788
Taxation (33,536) (12,813) (108,931) (40,454)
(Loss) / profit after taxation (22,514) (9,392) (13,106) 16,334
Other comprehensive income - - - -
Total comprehensive (loss) / income (22,514) (9,392) (13,106) 16,334
(Loss) / earnings per share (Rupees) (2.08) (0.87) (1.21) 1.51

The annexed notes from 1 to 9 form an integral part of these condensed interim financial information.
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Condensed Interim Statement of Cash Flow
For the nine months ended March 31, 2018 (Unaudited)

March 31, March 31,

2018 2017

Note ----- Rupees in ‘000 -----
CASH FLOWS FROM OPERATING ACTIVITIES
Cash (used in) / generated from operations 7 (259,316) 32,610
Income tax paid (103,623) (62,503)
Finance cost paid (55,042) (8,286)
Net cash used in operating activities (417,981) (83,179)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment | (2,891) || (119) |
Purchase of intangibles (228) (19)
Net cash used in investing activities (8,119) (138)
CASH FLOWS FROM FINANCING ACTIVITIES
Short term borrowings 312,927 =
Long term loans 100,000
Dividends paid (5,400) -
Net cash generated from financing activities 407,527 =
Net decrease in cash and cash equivalents (18,573) (83,317)
Cash and cash equivalents at the beginning of the period 47,283 55,363
Cash and cash equivalents at the end of the period 33,710 22,046

The annexed notes from 1 to 9 form an integral part of these condensed interim financial
information.
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Condensed Interim Statement of Changes in Equity
For the nine months ended March 31, 2018 (Unaudited)

Unappropriated
Share Profit/ Total
Capital (Accumulated
loss)

————————————————— Rupees ‘000 -----------------
Balance as at July 1, 2016 108,000 (12,866) 95,134
Profit for the nine months ended March 31, 2017 - 16,334 16,334
Other comprehensive income - - -
Total comprehensive income - 16,334 16,334
Balance as at March 31, 2017 108,000 3,468 111,468
Balance as at July 1, 2017 108,000 (6,845) 101,155
Final dividend for the year ended June 30, 2017 - (5,400) (5,400)
@ Re. 0.5 per share
Loss for the nine months ended March 31, 2018 - (13,106) (13,106)
Other comprehensive income - - -
Total comprehensive loss - (13,106) (13,106)
Balance as at March 31, 2018 108,000 (25,351) 82,649

The annexed notes from 1 to 9 form an integral part of these condensed interim financial information.
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Notes To The Condensed Interim Financial Information
For the nine months ended March 31, 2018 (Unaudited)

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 nine months
ended March 31, 2018 have 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 Act, 2017. In case where requirements
differ, the provisions of or directives issued under the Companies Act, 2017 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 require 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.
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Notes To The Condensed Interim Financial Information
For the nine months ended March 31, 2018 (Unaudited)

4. PROPERTY AND EQUIPMENT

Unaudited Audited
March 31, June 30,
2018 2017
777777777 Rupees ‘000 ---------
Operating assets 3,316 812
Addition to operating assets during
the period were as follows:
Office Equipments 223 90
Computers - owned 2,668 -
2,891 90
5. STOCK IN TRADE
Stock-in-trade 907,801 850,134
Less:
Provision for expired/ damaged stock (14,854) (14,683)
892,947 835,451
Unaudited Unaudited
March 31, March 31,
2018 2017
———————— Rupees ‘000 ---------
6. REVENUE
Gross Sales 2,883,537 1,103,120
Less:
Trade discounts (168,171) (98,398)
Sales return (30,822) (13,831)
2,684,544 990,891
7. CASH (USED IN) / GENERATED FROM OPERATIONS
Profit before taxation 95,825 56,788
Adjustment for non-cash items
Depreciation and amortisation 439 || 233
Finance cost 57,503 3,286
57,942 3,519
Profit before changes in working capital 153,767 60,307
Effect on cash flow due to working capital changes
(Increase) / decrease in current assets:
Stock-in-trade (57,496) (203,308)
Trade debts (243,159) (88,019)
Advances (290,167) (269,338)
Short term prepayments 37,893 (32,124)
Other receivables 220,708 90,707
Refunds due from government - sales tax 33,870 (14,799)
(298,351) (466,881)
Increase in current liabilities
Increase in trade and other payables (114,732) 439,184
Cash (used in) / generated from operations (259,316) 32,610

12 United Brands Limited



Notes To The Condensed Interim Financial Information
For the nine months ended March 31, 2018 (Unaudited)

8. CORRESPONDING FIGURES
The corresponding figures were re-arranged where necessary.

9. DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial information were approved and authorized for issue by
the Board of Directors of the Company on April 24, 2018.

ek
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