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LEATHER

NOTICE OF ANNUAL GENERAL MEETING
FORTHE YEAR ENDED JUNE 30, 2018

Notice is hereby given that the Twenty Seventh Annual General Meeting of the shareholders of Leather Up
Limited will be held on Saturday, the October 27, 2018 at 17.00 hours at C-38, Shalimar Garden, Darussalam
Housing Society, Near Indus Hospital, Korangi, Karachi to transact the following business:

ORDINARY BUSINESS:

To read and confirm minutes of the Extraordinary General Meeting of the shareholders of the Company
held on Monday, March 26, 2018.

To receive and adopt the Audited Statements of Accounts for the year ended June 30, 2018 together with
the Directors' and Auditors report thereon.

To appoint auditors for the year 2019 and to fix their remuneration.

To elect 7 (seven) Directors as fixed by the Board of Directors of the Company, in accordance with the
provision of Section 159 of the Companies Act, 2017 for a term of 3 (three) years

The number of directors fixed by the Board of Directors in their meeting held on September 19, 2018
pursuant to Section 159 (4) of the Companies Act, 2017 is 7 (seven). The retiring directors are:

Mr. Khalid H. Shah 2- Mr. Jazim Shah 3- Mr. Mohsin Khursheed)
Mr. S. Faisal Shah 5- Mr. Ali Kausar Khan 6- Ms. Mahmooda Shah
Mr. Farooq Raza

The retiring directors are eligible for re-election.
B. SPECIAL BUSINESS:

To obtain consent of the shareholders in terms of S.R.O. 470(1)/2016 dated May 31, 2016 issued by Securities and
Exchange Commission of Pakistan, for the transmission of the annual audited accounts, notices of general
meetings and other information contained therein of the Company with or through CD or DVD or USB and to pass
the following resolution with or without modification:

“RESOLVED THAT consent and approval of the members of Leather Up Limited (the “Company”) be and is
hereby accorded for transmission of annual audited accounts, notices of general meetings and other information
contained therein of the Company to the members for future years commencing from the year ended June 30,
2019 through CD or DVD or USB instead of transmitting the same in hard copies”.

A statement under section 134(3) of the Companies Act, 2017 pertaining to the Special Business is being sent to
the members with this notice.

Karachi: October 06, 2018 By order of the Board

Shafqat Mahmood Khokhar
Company Secretary
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NOTES:

A member entitled to attend and vote at the Annual General Meeting is entitled to appoint another member as a
proxy to attend and vote on his/her behalf. Proxies in order to be valid must be deposited with the Company not
less than 48 hours before the time appointed for the meeting.

The Share Transfer Books of the Company will remain closed from October 26, 2018 to November 04, 2018, both
daysinclusive.

Shareholders are requested to immediately notify the Company any change in their address and also forward a
photocopy of the Computerized National Identity Card if not yet furnished at the Office of our Registrar M/s. C & K
Management Associates (Pvt) Limited, 404, Trade Tower, Abdullah Haroon Roan, Near Hotel Metropole,
Karachi- 75530.

CDC shareholders or their proxies are required to bring with them original Computerized National Identity Cards or
Passports along with the participant's I.D. number and their account numbers at the time of attending the Annual
General Meeting in order to authenticate theiridentity.

Mandate for E-Dividends for Shareholders:

Pursuant to the requirements of Section 242 of the Companies Act, 2017 read with SRO No. 1145(1)/2017 dated
November 06, 2017, shareholders are MANDATORILY required to provide their bank account details to receive
their cash dividend directly into their bank accounts instead of receiving it through dividend warrants.
Shareholders are required to provide relevant details of their bank accounts (i.e. title of account, complete bank
account number (i.e. 24 digits IBAN), complete mailing address of the bank, name of the bank, folio number,
mobile number and email address) for payment of cash dividend through electronic mode. As such, the Company
shall be bound to withhold any dividend declared by the company of those members who do not provide their bank
details. E-Dividend Mandate Forms are available at the Registered Office of the Company and can be
downloaded from the Company's website.

STATEMENT UNDER SECTION 134(3) OFTHE COMPANIES ACT, 2017
This statement is annexed to the notice of the Twenty Seventh Annual General Meeting of the shareholders of
Leather Up Limited to be held on 27 October 2018 and sets out the material facts concerning the following Special

Businessto be transacted at the Meeting for approval of shareholders.

Circulation of Annual Report through CD/DVD/USB:

The Securities and Exchange Commission of Pakistan (SECP) vide SRO No. 470(1)/2016 dated May 31, 2016,
has allowed listed companies to circulate their Annual Audited Accounts (i.e. the annual balance sheet and profit
and loss account, auditor's report and director's report) to its members through CD/DVD/USB at their registered
addresses instead of sending them in hard copies, subject to approval obtained from shareholders in General
Meeting. Accordingly, approval is hereby sought from members of the Company to comply with the requirements
of said SRO vide an ordinary resolution.

Subject to the approval of resolution in the AGM, the company will circulate its annual accounts in future through
CD/DVD/USB. However, members will have the right to request hard copies free of cost at their registered
addresses after submitting the Standard Request Form which shall be made available on Company website.
While members who wish to receive hard copies for all future annual audited accounts shall also require to give
their preference in writing.

The Directors of the Company have no direct orindirect interest in this agenda.
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CHAIRMAN'S REVIEW

Itis my pleasure to present this report to the shareholders of the Company pertaining to the overall performance
of the Board of Directors and their effectiveness in guiding the Company towards accomplishing its aims and
objectives.

Leather Up Limited has implemented a strong governance framework that supports an effective and prudent
management of business matters, which is regarded as instrumental in achieving the long success of the
Company.

During the course of the financial year 2017-18, the Board of Directors and its Sub-Committees worked with a
marked level of diligence and proficiency to best advise and guide the Company towards achieving its potential.
The Board of Directors as a whole have reviewed the Annual Report and Financial Statements and are pleased
to confirm that in their view the Annual Report and the Financial Statements taken as a whole, are fair, balanced
and comprehensive.

An annual self-assessment is carried out to determine the effectiveness and performance of the Board of
Directors, the integral components of which include, strategic planning, composition, policies and procedures,
compensation procedures and completeness of information provision. The outcome of this assessment is that
the Directors feel that the Board of Directors are engaged in strategic matters, has put in place the required
controls and gets all the necessary information in a timely manner. The Directors further feel that the independent
Director is equally involved in all decision.

Karachi: October 05,2018 E

Jazim Shah
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DIRECTORS REPORT

The Directors of your Company have pleasure in submitting their report on audited statements of accounts for
the year ended June 30, 2018.

30-06-2018 30-06-2017

Rupees Rupees
Profit before taxation 45,665,466 14,376,720

Taxation (433,517) (1,076,299)
Profit after taxation 45,231,949 13,300,421
Other Comprehensive Income 1,125,167 795,697
Total Comprehensive Income for the Year 46,357,116 14,096,118
Dividend for the year ended June 30, 2016 - (750,000)
Accumulated (loss) (2,245,787) (15,591,906)
Accumulated profit (loss) brought forward to balance sheet. 44,111,329 (2,245,787)
Earnings per share after tax Rs —754 ﬁ

Company Performance

There has been continuous fall in leather garment exports and its allied products, consequently in production
since the last couple of months due to problems both at the local and as well as international scenes.

Itis rested on record that the historical aspects, boom and decline in the leather industry experienced over the last
decade and so. The inherent cyclic nature of the fashion world, limitations of the natural raw material,
extraordinary fluctuation in the prices of raw material (leather skins and bag accessories), the higher cost of
production per unit in Pakistan has immensely curtailed the potential export business in this industry.
Furthermore, present conditions besieged by the leather industry globally as well as the loss of priority in terms of
leather garments on the international scenes.

Despite the best efforts made by the management, the company suffered significant fall in export as well as
operating profits and consequently in production during the period under review and leaves a lot to be desired.

In rupee term the exports stood at Rs. 51.697 million for the year 2018 as compared to Rs. 133.215 million of the
last corresponding year. The management of the company is trying its level best to explore new markets to get
back the company as operational profit making entity.

Itis the history of the Company to take its shareholders into confidence regarding the major issue of the company
and therefore, for this purpose, the company called upon to shareholders in its extraordinary general meeting held
on March 26, 2018 obtained approval to sell an open plot of the company, pursuant to section 183(2) of the
Companies Act, 2017.

Future Out look

The recession grips in Europe in recent period and the impact of low business activity there, automatically affected
the main exporting countries of leather garments and allied products. Therefore, in the first quarter of 2018-19,
export orders badly hit and declined export graph.
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The management is making all out efforts to secure orders and has taken steps to cut operating expenses to

minimum to withstand any lean period. Subsequent to the year at the first quarter ended September, 2018, the
company has securing export orders for the year 2018-19 and shipped goods over to Rs. 9.00 million.

The short term borrowing of the company has been paid Rs. 32.50 million out of total Rs. 40.80 million in response
to sell of open plot.

Due to applicability of the Companies Act, 2017 certain disclosures of the financial statements are prepared in
accordance with new enactments and Fourth Schedule.

Human Resource:

At Leather Up, as we are value addition Company, strongly believe that success comes when employees are
engaged and aligned with the Company's vision. The Company having good relation with the employees and
continues to make people its focal point by providing the most supportive and conducive environment to all its
employees and by promoting a culture of high performance, learning, trust and confidence to deliver its products to
the international markets.

Human Resource and Remuneration Committee:

In compliance with the requirements of code of corporate governance, the Board of Directors has established this
Committee comprising three members' and all of three are a non-executive director (including Chairman) who is

independent director. Detailed terms of reference of the Committee were duly communicated to the members, by
the Board.

Training Program:

The Board remained fully compliant with the provision with regard to their directors' training program. Out of  total
of seven directors, three directors have completed the Directors Training Program and one director is exempt from
training program as mentioned in regulation no. 20, sub-regulation 2 of the Regulation; however exemption from
the Commission is yet to be obtained.

Appointment of Auditors:

The Auditors, Messrs Ibrahim, Sheikh & Co, Chartered Accountants, retire at the conclusion of the 27th Annual
General Meeting. As suggested by the Audit Committee, the Board of Directors has been endorsed appointing
Messrs Abdan & Company, Chartered Accountants as auditors of the Company for the year 2018-19 which has
been endorsed by the Board.

Corporate and Financial Report Framework:

The Board members are pleased to state that the management of the Company is committed to good corporate
governance and are complying with best practices.

In compliance with the Code of Corporate Governance, the Directors are pleased to state that:
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We confirm that:

1. The financial statements have been drawn up in conformity with the requirements of the Companies Act,
2017 and present fairly state of its affairs, operating results, cash flow and changes in equity.

Proper books of accounts have been maintained in the manner required under Companies Act, 2018.

Appropriate accounting policies have been applied in the preparation of financial statements and accounting
estimates are based on reasonable and prudent judgment.

International Financial Reporting Standards, as applicable in Pakistan have been followed in preparation of
the financial statements.

The internal control system is being implemented and monitored.
There are no significant doubts about the Company's ability to continue as a going concern.

A summary of key operating and financial data of the Company of last six years is annexed in the annual
report.

There has been no material departure from the best practices of corporate governance as required by the
listing regulations.

9. Outstanding duties and taxes, if any, have been disclosed in the financial statements.

10. The share holdings of the sponsors/ directors have been shown on individual basis.

11. The Chairman's Review dealing with the performance of the Company during the year ended June 30, 2018
future prospects and other matters of concern to the Company forms part of this report.

Baord of Directors Meeting:

The number of board meetings held during the year 2017-18 was four. The attendance of the directors is as under:

Name of Directors Number of meeting attended

Mr. Khalid H. Shah 4
Mr. Mohsin Khursheed
Mr. Jazim Shah

Mr. S. Faisal Shah
Ms. Mahmooda Shah
Mr. Ali Kausar Khan
Mr. Farooq Raza

Remuneration Policy of non-Executive Directors

The fee of the Non-Executive and Independent Directors for attending the Board and Board of Committee
meetings of the Company is determined by the Board from time to time.

Pattern of shareholding as at June 30, 2018 is annexed to this report.

We confirm that Directors and CFO and their spouse and minor children have made no transactions of the
Company's shares during the year.

The Statement of Compliance with the Code of Corporate Governance is annexed to this report.

10
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Board Audit Committee:

An audit committee of the Board has been in existence since the enforcement of the Code of Corporate
Governance. The audit committee has its terms of reference which were determined by the Board of Directors in
accordance with the guidelines provided in the listing regulations and code of corporate governance.

The committee meets at least once every quarter and assists the Board in fulfilling its oversight responsibilities,
primarily in reviewing and reporting financial and non-financial information to shareholders, systems of internal
control and risk management and to consult directly with the external auditors as considered appropriate. The
Chief Financial Officer regularly attends the Board Audit Committee meetings by invitation to present the
accounts. After each meeting, the Chairman of the Committee reports to the Board.

The audit committee comprises of two non-executive directors and one independent director who is also
Chairman.

Members Number of meeting attended

Mr. Mohsin Khurshid 4
Ms. Mahmooda Shah 4
Mr. Jazim Shah 4

The Board of Directors of the Company has decided not to accrue directors' remuneration for the year ended June
30, 2018. The one executive director has agreed to forgo his part of the remuneration for the year under review in
the interest of the company.

The statement showing the pattern of shareholding as at June 30, 2018 required under the Companies Act, 2017
and Code of corporate Governance and additional information regarding pattern of shareholding is annexed
separately.

No trading in company's shares was carried out by its directors, CEO, CFO, Company Secretary, and Head of
Internal Audit, other Executives and their spouse(s) and minor children.

Workers Management Relation:

The management will like to put on the record valued contribution of all members of the staff, workers towards
achieving results in general and we wish to place on record our gratitude to the shareholders for their continued
support in difficult times and hope to continue the same in the coming years. The worker management relation
remained excellent throughout the year, which resulted in the smooth operation of your company. This is team
work and we hope it shall continue in the same spirit during the coming years.

Thanks and Appreciation

Thanks to our shareholders for their trust and support now as well as in difficult times.

By order of the Board

Karachi: October 05, 2018

T

Khalid H. Shah
Chief Executive




Financial Statements for the Year Ended June 30, 2018 [EATHEE

390y =S oSt 313
B PALSG g ) petlon ST LWL Lndn Froing2re) AL HE S v

30-06-2017 30-06-2018
<~ <
14,376,720 45,665,466 Code £

(1,076,299) (433,517) N4

13,300,421 45,231,949 Bt LS
795,697 1,125,167 WA S
14,096,118 46,357,116 AUTEAL LU
(750,000) G Lo lninf fremaar
(15,591,906) (2,245,787) ()
(2,245,787) 44,111,329 Lr LT E AP 5
2.22 7.54 STl S

S w5

Sl il A AT AL F Lo Sr$id Uit nl$ L:»uﬁé:;.g/utif rd’y Sl SUt I et 4T 1SS 2

SE DN bbb et IS G oS oS i s st F st e S AL PSS AT S v VT 13K
£¢ﬁ4uﬂbdu:uf447.M.Laugjo/.;,/gf“d),l’/.;fu:w%@guyg{&g&/ m%uﬁuw/g:uﬂ?d/”/:;ui‘u;gu{(;t;uf.,gmu’fu/
SIS 2 A A e ows 2y PS8 7 A e S P S

I, u»zi.uu‘uui‘;:i/,ugt/lr%év_,Cf/jjviwiufuwui‘/.T/,é_&{umgLu}“//qﬂdué.lgglzc;qwfwﬁu
o3 Al §
Lag//f/d/'gb.ﬁffif‘av-ﬂrw’}uw{.&mr;rmLJL/u'!;ﬁf)ﬁuf‘m,miLhMJL/U:.LGALJL/J!.M;A,J/,J:M Jﬁu
JIESOHNGE L S Pt L GF Lo J2 T st

U"L,/&J!Q—hIA‘|M.g}PJi;f[JVATAﬂIJc«k;"”d}b"'/ﬂg};fé:;/‘?,::«!}‘!d:d/f/dzgugﬂ/ul,uﬂ&/@?'uﬁb?«/guﬁw,)la
.d/urmULC)&/,/J!//AT/,LKEL,‘.T/,AT/,U.‘I

JVL&MLJVU:U?L/&{'J@'LV'I/\:/?.ujial.!ﬁ|iLJ_//{L{{L{A’i:_Q//ﬁ/(V”iLJ_/(L'ﬁJ/&LKMrlbf«'l
e oG AT S A LT 4T 2L roIA-19




Financial Statements for the Year Ended June 30, 2018 [EATHER

jdbé.ﬂﬁ}“ﬁ~iA:@/LV‘Lﬁf:/‘éj.ziﬁ”ul‘c;.ywu|£@Luﬁ}l}'fluﬁ4./§££‘¢.kﬁﬂf{ S u;JWLJufg.,é/ngf
LS e b e 2 //?zi&%r F LA E Lrw/.:.yﬁz:gzrf.ug,g%ﬁ{.&gma_;}ﬂm{ PSR o

J}?uL{.L:AUJL'&caL’gﬂéc«%&chgﬁJfM}uﬁuLﬁ' |Lm"fguy;fu:l'fyv/\’uﬁgi}?éd‘_/&ﬁ/‘&l{,d{%ub/@ffé'

ufl/)&l,ﬁ!
AL Gl e B BLFE sy Stz FTUES el S B df e e 7

st o S ME I A F U m wE AP s sl s L5 AL 1
e S ST P OF D 9 5ol 3

:uﬁ:{,’nlrul‘j/bc&w
S A8 2 F A marSeu A o U (’L?/&‘fwLJ/-”://’us.:'u’;w,dw»aic,g/;/J;‘/L&ufq/g/K
GV e S 2 5 26§00 L3t o 2 42

:rl/’i/’&?}'
SIS B2 AL P IBE U E b g b S b FE b P L oy G L s AL
.‘LC@L[JJ”‘J”laju’fw;g’gu%ﬂmﬂf/&;‘éﬂfm'.Lagy‘;rtﬁ/?&f]u/uyuﬁ/ﬂf/%/’ﬁb{lm

(6 P s T

AT e b S F = AT | g Luw 2 Ul-th mui”’m/‘utgq}{ B E g A T
.%Q@CW@J}’J)A[ E‘qﬁ( }b" /‘i.ﬁ‘l'iél‘i—hlAJV/u’cjfl{lf/b/lg:J‘:f/};lui,gﬁ/’fv/

u(l)(*:/ ."«J{/&QL/)M{,J{J(
ag;/f&@édﬁ.)@ﬂm%uI)I&A}G._‘/,,/{‘UKL@:!r@lg&"rfuﬂjic—alju’lugﬂébz
:J/wjjcc«@Ji}gjifrdWLJ:}JJJ:/}(Q/{/g




Financial Statements for the Year Ended June 30, 2018 [EATHER

L&J‘}/fﬁJZJKAI/’/{//lf.‘;/jﬁﬁ;k}J!i(&’“J|L%&ﬁ.cﬁ;(jf@}ﬁ)cé_/ﬁté?féu;/fq;g/g(f{¢57b,{lLﬁ/}f
GV A e DA AT & etiad Sutsd

L:«L}L‘”(}yhﬁ;m&yt/vu)’ d).&‘%bfc};b»c;fziufi_//l/{up b.u':’i&lfégjmlcb_t'/oli'illc;ug/:zg..{l(fc'.{uﬁ:{
Jﬁ@'@/gfujlﬁb@.‘Lt‘kgli,ﬂqbf‘/?ul’iu;‘;/Dul/.jVZi/f.ﬁT&;/j/}l"lEjLrw}iLG/}AIr@LJ}%ybcdriédri
.g¢«/zj}(5/££_ufjt3£${,u{5..@’{/7.@L/J/‘Uﬁg)rﬂ?l£$f/¢4,575/£4/55@f}i£'¢/u?'u?§ﬂc

.u,?c}:ﬁ:?ujgﬂﬁfg/’ﬁ) Ufwgzﬁtfg/’iﬁ’}{/'g/;;uuﬁﬂ.bﬁf

S E S s~
r A o4
~ olf’u)r;,»/"f
r A0

bl L L AIBERI L 2 U F TS 2on Lyl LI Yo ihzr s S (AL 5 L FE
S INL S L2 £ onor L L JeZ Loty
.Lad’zji.flat}’féwuﬁ;;g&uﬂ&fﬂn}?m‘ad/,/ajéﬁjﬂ/ug/mhm.»/fiug»;fug.,

UL L Il £ il B Kseo £l b it mle S 2 L ol St AL e e ds $F t PP L
LL e spusl

:fujL/’/Qﬁ(?

.crjzr&ué‘ Ju:;‘u;‘u.fu;fz,«;‘/5|5Q<Ié<él>;wcaﬂb»£wmw/~,;:g’@%f&flb'L.:«.L/; AUk Z U et du
.‘atﬂafm}/,utjm@;/’cﬁérum&fuug{/uch./c»gffm

G LTl 2 F B I S Sl U S st

S S e bl de G 6 Ut S Lo e B QUL F 01

e G S o Bt b

et BASS SN L el oy b LEFT S

e FE i e 0B g AL g KO £ s o St LB

S sl QP B TS E S o =2




Financial Statements for the Year Ended June 30, 2018 [EATHER

.;.Kwaaﬂ‘u‘f&/ﬁwg,,U’%}g@uﬁwwu
.k)/ﬁj/b"dll'l"‘f}Lﬁﬁu:“/gé—b"l/?;/‘!{j{/)’gbé'éﬁiéz;g)ﬁg‘fﬁuU’)Lr'IA‘U}?"’D%[?U:%
:‘Lu:uﬁsdﬁwfu,}?/’uﬁ.d’“’/tg;w?J,@deuLnﬁ%*u s FelL=IA

S s e (L'LJ}‘:/M

W Ao
PV
e’
,tﬁ&’)f(}f
s L
S
LsOulie 7

PRI AN

.‘L&lgd/igjJ5£5/£¢35¢¢§5J~§Ju;}{}lf)ljf/)l}f{/’g/;;iiw'//&uﬁurﬂglL(}[JT,"/}{AIZ}{&&{
PRV IS R S P S (INEE L2

.%Juiﬂ;u;&ﬂﬂégfu ULl Gl s g2 Lt i s AL e S G b Sl
.‘LJU:"J:&/{JJ’UQ(ﬁ&WLﬁ/LUx/fQ/Z/{
.WL/u?:iL:«G’Uvo/&»u/@»:yrg}G‘Al/’b’[ﬁ’;/:u”iﬁfmf/b/lgq}rful5:ﬂl4l.(}fl/ﬁ:l/’i-.ﬁ’l’uﬁr‘

e I B U

Lo St A s KA LS PGl b peknte b i a1 256 3 L (i LA S
/u:LiuﬁJl/g/g;f/:,:‘?fcf//KJvLuLf.qud/lguﬁwufujéufmiw;gtﬁ;@;[&ﬁ@liédﬁéu‘ﬂi
L U LsSs g U Ud TS 2 it K6 AP T § TP

4/3'1)!7}

L(Sd::"uf )
.JS’}%’/VJV&U}@ADWLUI:/éKu»bdr“?;/ln

reingio: )




Financial Statements for the Year Ended June 30, 2018

6 YEARS AT A GLANCE

PARTICULARS

L 2018

2017

2016

2015

‘ 2014

l 2013 l

FAINANCIAL POSITION

Paid up Capital

60,000,000

60,000,000

60,000,000

60,000,000

60,000,000

60,000,000

General Reserves

1,369,610

1,369,610

1,369,610

1,369,610

1,369,610

1,369,610

Fixed Assets at Cost

17,697,066

31,288,586

30,901,451

30,721,451

30,584,569

28,748,303

Accumulated Depreciation

13,745,523

13,421,288

13,070,959

12,722,409

12,352,241

12,017,983

Current Assets

171,609,896

114,279,386

109,783,542

73,513,281

62,521,982

37,087,304

Current Liabilities

67,757,147

69,853,605

78,318,753

53,665,685

51,735,409

29,257,060

INCOME/REVENUE

Sales Revenue

51,697,926

133,215,713

127,715,522

114,147,074

165,196,180

24,087,870

Other Income/(Loss)

57,243,338

(69,615)

6,143

74,474

(102,269)

115,940

Pre-Tax Profit/ (Loss)

45,665,466

14,376,720

12,269,331

9,876,352

7,108,905

(1,821,922)

Taxation

(433,517)

(1,076,299)

(1,338,808)

(1,181,289)

(1,665,678)

(257,752)

PERCENTAGE AND RATIO

Pre-Tax (Loss) Profit to sales %

Pre-Tax Profit (Loss) to Capital %

Current Ratio

Paid- Up Value per Share

Earnings (Loss) per Share after Tax (Rs)

Cash Dividend

Retained/ (Loss) Earnings per Share (Rs)

Break-Up Value per Share
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PATTERN OF SHAREHOLDING (FORM 34)
As at June 30, 2018

SHARE TOTAL
HOLDING SHARES
FROM TO HOLD
1 - 100 42,418
101 500 274,885
501 1000 106,552
1001 5000 293,613
5001 10000 190,000
10001 15000 122,800
15001 20000 110,500
20001 25000 25,000
25001 30000 161,500
30001 35000 32,000
35001 40000 120,000
50001 55000 54,000
55001 60000 55,500
60001 65000 123,208
65001 70000 134,524
70001 75000 147,700
80001 85000 81,100
85001 90000 89,000
90001 95000 92,000
95001 100000 198,800
195001 200000 200,000
235001 240000 240,000
295001 300000 600,000
345001 350000 345,400
760001 765000 760,100
1395001 1400000 1,399,400

N
w

RIRr|(RPIN|IP|RIN|IRP[R|IRININIVNR[P|W (R || |o|o

1520 Total 6,000,000

CATAGORIES NUMBER TOTAL
OF OF SHARES PERCENTAGE %

SHARE HOLDERS SHARE HOLDERS HOLD

INDIVIDUALS 1507 5,934,720
INVESTMENT COMPANIES 1 3,700
JOINT STOCK COMPANIES 11 60,580
MUTUAL FUND 1 1,000

6,000,000
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FOLIO NAME OF COMPANIES

HOLDING

CATAGORIES

14670-000020 MULTILINE SECURITIES (PVT) LTD

JOINT STOCK
COMPANIES

03277-001339 PREMIER FASHIONS (PVT) LTD

JOINT STOCK
COMPANIES

16857-000026 MRA SECURITIES LIMITED - MF

JOINT STOCK
COMPANIES

05861 M/S INVESTMENT CORPORATION

INVESTMENT
COMPANIES

01669-000026 SHAFFI SECURITIES (PVT) LIMITED

JOINT STOCK
COMPANIES

05736-000015 NCC - PRE SETTLEMENT DELIVERY ACCOUNT

JOINT STOCK
COMPANIES

16410-000029 ABA ALI HABIB SECURITIES (PVT) LIMITED _MF

MUTUAL FUND

16980-000021 ASDA SECURITIES (PRIVATE) LIMITED _ MF

JOINT STOCK
COMPANIES

03293-000038 S.H. BUKHARI SECURITIES (PVT) LIMITED

JOINT STOCK
COMPANIES

06999-000022 MUHAMMAD AHMED NADEEM SECURITIES
(SMC-PVT) LIMITED

JOINT STOCK
COMPANIES

16691-000026 ROYAL SECURITIES (PVT.) LIMITED

JOINT STOCK
COMPANIES

06288-000028 UNITED CAPITAL SECURITIES PVT. LTD.

JOINT STOCK
COMPANIES

03525-087235 MAPLE LEAF CAPITAL LIMITED

JOINT STOCK
COMPANIES
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LEATHER

ADDITIONAL INFORMATION

Number of
Shareholder

Number of
Share Held

Associated Companies (name wise details)
NIT & ICP (name wise details)

Directors CEO and their Spouse and minor children
(Name wise detail)

Mr. Khalid H. Shah

1,639,400

Mr. Syed Raza Shah

300,000

Mr. Farooq Raza

100

Ms. Mahmooda Shah

100

Mr. Jazim Shah

100

Mr. S. Faisal Shah

100

Mr. Nazeer Shah

760,100

Mr. Zain Shah

300,000

Mrs. Naheed Parveen Fayyaz

100

Mr. Ali Kausar Khan

60,708

Mohsin Khursheed

500

Executives

Public Sector companies & corporation
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LEATHER

STATEMENT OF COMPLIANCE WITH THE CODE OF
CORPORATE GOVERNANCE

With the Code of Corporate Governance for the year ended June 30, 2018.
Leather Up Limited (“the Company”) has complied with the requirements of the Listed Companies (Code of
Corporate Governance) Regulations, 2017 (“the Regulations”) in the following manner:

1. The total number of directors are seven as per the following:
a) Male: Six
b) Female: One

The composition of the Board of Directors (“the Board”) is as follows:

Category Names

Independent Director Mr. Mohsin Khursheed
Other Non-Executive Directors Ms. Mahmooda Shah
Mr. Jazim Shah

Mr. S. Faisal Shah

Mr. Farooq Raza

Mr. Ali Kausar Khan
Executive Directors * Mr. Khalid H. Shah *

The Chief Executive of the Board is an Executive Director.

The Directors have confirmed that none of them is serving as a director on more than five listed companies,
including this Company (excluding the listed subsidiaries of listed holding companies where applicable).

The Company has prepared a Code of Conduct and has ensured that appropriate steps have been taken to
disseminate it throughout the Company along with its supporting policies and procedures.

The Board has developed a vision / mission statement, overall corporate strategy and significant policies of
the Company. A complete record of particulars of significant policies along with the dates on which they
were approved oramended has been maintained.

All the powers of the board have been duly exercised and decisions on relevant matters have been taken by
the Board / shareholders as empowered by the relevant provisions of the Companies Act, 2017 (“the Act”)
and these Regulations.

The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected by
the Board for this purpose. The Board has complied with the requirements of the Act and the Regulations
with respect to frequency, recording and circulating minutes of meeting of the board.

The Board of Directors has a formal policy and transparent procedures for remuneration of directors in
accordance with the Act and these Regulations.
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The Board remained fully compliant with the provision with regard to their directors' training program. Out of
total of seven directors, three directors have completed the Directors Training Program and one director is

exempt from training program as mentioned in regulation no. 20, sub-regulation 2 of the Regulation;
however exemption from the Commission is yet to be obtained.

The Board has approved appointment of Chief Financial Officer, Company Secretary and Head of Internal
Audit, including their remuneration and terms and conditions of employment and complied with relevant
requirements of the Regulations.

Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before approval
of the Board.

The Board has formed committees comprising of members given below:

a. Audit Committee
i Mr. Mohsin Khursheed-Chairman
ii. Mr. Jazim Shah
ii. Ms.Mahmooda Shah

HR and Remuneration Committee

i Mr. Mohsin Khursheed-Chairman
ii.  Mr.S.Faisal Shah

ii. Ms.Mahmooda Shah

The terms of reference of the aforesaid committees have been formed, documented and advised to the
committee for compliance.

The frequency of meetings of the aforesaid committees were as following:

a. Audit Committee: Four quarterly meetings during the financial year ended June 30,2018
b. HR and Remuneration Committee: Four quarterly meetings during the financial year ended June 30,
2018

The Board has set up effective internal audit functions that are considered suitably qualified and
experienced for the purpose and are conversant with the policies and procedures of the Company.

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under
the quality control review program of the Institute of Chartered Accountants of Pakistan (“the ICAP”) and
registered with Audit Oversight Board of Pakistan, that they or any of the partners of the firm, their spouses
and minor children do not hold shares of the Company and that the firm and all its partners are in compliance
with International Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the Act, these Regulations or any other regulatory requirement and the
auditors have confirmed that they have observed IFAC guidelines in this regard.

We confirm that all other requirements of the Regulations have been complied with.

" &
Khalid H. Shah Jazim Shah

Chief Executive Chairman
Karachi: October 5, 2018
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CHARTERED ACCOUNTANTS

REVIEW REPORT ON THE STATEMENT OF COMPLIANCE CONTAINED IN LISTED
COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of Leather Up Limited
(the Company) for the year ended June 30, 2018 in accordance with the requirements of regulation 40 of the
Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our
responsibility is to review whether the Statement of Compliance reflects the status of the Company's
compliance with the provisions of the Regulations and report if it does not and to highlight any non-
compliance with the requirements of the Regulations. A review is limited primarily to inquiries of the
Company's personnel and review of various documents prepared by the Company to comply with the
Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of the accounting
and internal control systems sufficient to plan the audit and develop an effective audit approach. We are not
required to consider whether the Board of Directors' statement on internal control covers all risks and controls
or to form an opinion on the effectiveness of such internal controls, the Company's corporate governance
procedures and risks. The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review and approval,
its related party transactions and also ensure compliance with the requirements of section 208 of the
Companies Act, 2017. We are only required and have ensured compliance of this requirement to the extent
of the approval of the related party transactions by the Board of Directors upon recommendation of the Audit
Committee. We have not carried out procedures to assess and determine the Company's process for
identification of related parties and that whether the related party transactions were undertaken at arm's
length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with the
requirements contained in the Regulations as applicable to the Company for the year ended June 30, 2018.

Further, we highlight below instances of non-compliance with the requirements of the code as reflected in
the notes in the statement of compliance.

Note reference Description Non-Compliance

9 Directors Training Exemption not obtained from
Securities and Exchange
Commission of Pakistan

Ko spite
Ibrahim, Shaikh & Co.

Chartered Accountants

Karachi.
Date: October 05, 2018 Engagement Partner Imran Ahmed Zaki FCA

259-260, Panorama Centre, Fatima Jinnah Road, Karachi-74400. Tel: +92-21-35210577 - 35673529 - 35671853 Fax: +92-21-35676591
Email: ibrahimshaikh41 @yahoo.com Other Office: Lahore
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INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF LEATHER UP LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Leather Up Limited (the Company), which comprise the
statement of financial position as at June 30, 2018, and the statement of profit or loss, the statement of
comprehensive income, the statement of changes in equity, the statement of cash flows for the year then
ended and notes to the financial statements, including a summary of significant accounting policies and other
explanatory information, and we state that we have obtained all the information and explanations which, to
the best of ourknowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to explanations given to us, the statement of
financial position, statement of profit or loss, statement of comprehensive income, the statement of changes
in equity and the statement of cash flows together with the notes forming part thereof conform with the
accounting and reporting standards as applicable in Pakistan and give the information required by the
Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a true and fair view of the
state of the Company's affairs as at June 30, 2018 and of the profit the comprehensive income, the changes
in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants' Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the Code) and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the financial statements of the current year. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
onthese matters.

259-260, Panorama Centre, Fatima Jinnah Road, Karachi-74400. Tel: +92-21-35210577 - 35673529 - 35671853 Fax: +92-21-35676591
Email: ibrahimshaikh41 @yahoo.com Other Office: Lahore
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Following are the Key Audit Matters:

S.No. Key Audit Matters
(i) Firsttimeapplication of third and

fourth schedules to the Companies

Act, 2017

As referred toin note 2.6 tothe annexed financial
statements, the third and fourth schedules to the
Companies Act, 2017 became applicable for the
first time for the preparation of the Company's
annual financial statements for the year ended
June 30, 2018.

The Companies Act, 2017 (including third and
fourth schedules) forms an integral part of the
statutory financial reporting framework as
applicable to the Company and amongst others,
prescribes the nature and content of disclosures
in relation to various elements of the financial
statements.

As part of this transition to the requirements of the
said third and fourth schedules, the management
performed a gap analysis to identify differences
between the previous reporting framework and
the current reporting framework and as a result
assessed the amendments (as specified in the
said note 2.6 relating to disclosures required in
the Company's financial statements.

We consider it as a key audit matter in view of the
impacts in the financial statements due to the
Companies Act, 2017.
(ii) Revenue Recognition
Refer note 13 to the financial
statements and the accounting policy in Note
3.11 to the financial statements regarding the
sale ofgoods.

The company generate revenue from sale of
100% goods to export customers

We identified recognition of revenue (against
sale of goods) as a key audit matter because
revenue is one of the performance indicator of
the Company which gives rise to an inherent risk
of the existence and the accuracy of the revenue.

How the matter was addressed in our audit.
Our audit procedures included the following:

Considering the management's process to identify the
necessary amendments required in the Company's
financial statements.

Evaluating the results of management's analysis and
key decisions taken in respect of the transition, using our
knowledge of the relevant requirements of the third and
fourth schedules to the Companies Act, 2017 and our
understanding of the Company's operations and
business.

Assessing the adequacy and appropriateness of the
additional disclosures and changes to the previous
disclosures made in the annexed financial statements
based on the new requirements.

Our audit procedures included the following:

Obtain understanding of the processes relating to the
recognition of revenue and accessing the design,
implementation and operating effectiveness of the key
internal control over the recording of revenue.

Comparing the sample of revenue transactions
recognized during the year with the sale invoices,
delivery orders, export record and other relevant
documentations, and

Comparing a sample of revenue transactions recorded
around the year end with the sale invoices, delivery
orders, export record and other relevant underlying
documentations to access if the related revenue is
recorded in the appropriate accounting period.

259-260, Panorama Centre, Fatima Jinnah Road, Karachi-74400. Tel: +92-21-35210577 - 35673529 - 35671853 Fax: +92-21-35676591

Email: ibrahimshaikh41 @yahoo.com Other Office: Lahore
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Information Other than the Financial Statements and Auditor's ReportThereon

Management is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to reportin this regard

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements of
Companies Act, 2017 (XIX of 2017) and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud
orerror.

In preparing the financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Board of Directors are responsible for overseeing the Company's financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs as applicable in Pakistan will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may

259-260, Panorama Centre, Fatima Jinnah Road, Karachi-74400. Tel: +92-21-35210577 - 35673529 - 35671853 Fax: +92-21-35676591
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involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Company to cease to continue
as agoingconcern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
inamanner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

We also provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on ourindependence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

(a) proper books of account have been kept by the Company as required by the Companies Act, 2017
(XIX of 2017);

(b) the statement of financial position, the statement of profit or loss, the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the notes
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thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and are in
agreement with the books of account and returns;

(c) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company's business; and

(d) no Zakatwas deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980),

Other Matter

The financial statements of LEATHER UP LIMITED for the year ended June 30, 2017 were audited by

another firm of Chartered Accountants who expressed an un modified opinion on those statements on
October 06,2017.

The engagement partner on the audit resulting in this independent auditor's report is Imran Ahmed Zaki.

IBRAHIM, SHAIKH & CO.
CHARTERED ACCOUNTANTS

KARACHI.
DATE: OCTOBER 05, 2018

259-260, Panorama Centre, Fatima Jinnah Road, Karachi-74400. Tel: +92-21-35210577 - 35673529 - 35671853 Fax: +92-21-35676591
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STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2018

JUNE 30, 2018 June 30, 2017

Rupees
Non - Current Assets
Property, plant and equipment 4 3,951,543 17,867,298
Current Assets
Stock in trade 5 95,415,855 101,096,159
Trade debts - considered good - -
Advances, deposits, prepayments
and other receivables 6 39,856,480 10,660,241
Cash and bank balances 7 36,337,561 2,522,986
171,609,896 114,279,386
175,561,439 132,146,684
Share Capital and Reserves
Authorized Capital
6,000,000 (June 30, 2017: 6,000,000) ordinary
shares of Rs. 10/- each 60,000,000 60,000,000
Issued, subscribed and paid up capital 8 60,000,000 60,000,000
General reserve 1,369,610 1,369,610
Accumulated gain/ (loss) 44,111,329 (2,245,787)
105,480,939 59,123,823
Deferred liability - staff gratuity 9 2,323,354 3,169,256
Current liabilities
Short term borrowing - secured 10 40,800,000 19,500,664
Loan from directors 2,015,356 129,856
Trade and other payables 11 21,707,296 46,376,523
Accrued markup 186,986 156,272
Unclaimed dividend 2,613,991 2,613,991
Provision for taxation 433,517 1,076,299
67,757,146 69,853,605
Contingencies and commitments 12 - -
175,561,439 132,146,684

The annexed notes form integral part of these financial statements

=

Khalid H. Shah Shafgat Mahmood Jazim Shah
Chief Executive Chief Financial Officer Chairman
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PROFIT OR LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2018

For the year ended
June 30, 2018 June 30, 2017

Rupees

Sales - net 13 51,697,926 133,215,713
Cost of sales 14 (50,201,059) (101,861,314)
Gross profit 1,496,867 31,354,399
Operating expenses

Administrative expenses 15 (4,774,759) (4,922,325)

Distribution cost 16 (3,266,911) (8,702,954)

(8,041,670) (13,625,279)

Operating profit / (loss) (6,544,803) 17,729,120

Finance cost 17 (1,298,626) (1,763,259)

Other income/(loss) 18 57,243,338 (69,615)

Other operatng expenses 19 (3,734,443) (1,519,526)

52,210,269 (3,352,400)

Profit before taxation 45,665,466 14,376,720

Taxation 20 (433,517) (1,076,299)
Profit after taxation 45,231,949 13,300,421
Earnings per share - basic and diluted 7.54 2.22
The annexed notes form integral part of these financial statements

Khalid H. Shah Shafgat Mahmood Jazim Shah
Chief Executive Chief Financial Officer Chairman
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2018

For the year ended
June 30, 2018 June 30, 2017

Rupees

Profit after taxation 45,231,949 13,300,421

Other comprehensive income for the period 1,125,167 795,697

Total comprehensive income for the period 46,357,116 14,096,118

The annexed notes form integral part of these financial statements

=

Khalid H. Shah Shafgat Mahmood Jazim Shah
Chief Executive Chief Financial Officer Chairman
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2018

JUNE 30, 2018 JUNE 30, 2017

Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 45,665,466 14,376,720
Adjustments for non cash and other items:
Depreciation 324,235 350,328
Provisioin for gratuity 279,265 447,376
Gain on sale of land non depreciable assets (58,302,480) -
Finance cost 1,298,626 1,763,259
(56,400,354) 2,560,963
Operating cashflows before working capital changes (10,734,888) 16,937,683

Changes in working capital
(Increase) / decrease in current assets

Stock in trade 5,680,304 (18,000,953)
Trade debts - 4,791,140
Advances, deposit, prepayments and other recievable (1,053) 5,526,708
Increase / (decrease) in current liabilities
Trade and other payables (24,669,227) (5,904,884)
Loan from directors 1,885,500 25,310
(17,104,476) (13,562,679)
Cash (used in) / generated from operations (27,839,364) 3,375,004
Taxes paid (551,485) (1,407,115)
Finance cost paid (1,267,912) (1,756,987)
Net cash (used in) / generated from operating activities (29,658,761) 210,902
CASH FLOWS FROM INVESTING ACTIVITIES
Addition to property, plant and equipment (106,000) (387,135)
Receipt against sale of lease hold land 42,280,000 -
Net cash from/(used in) investing activities 42,174,000 (387,135)
Net cashflow from financing activities
Dividend paid - (436,389)
- (436,389)
Net increase / (decrease) in cash and cash equivalents 12,515,239 (612,622)
Cash and cash equivalents at the beginning of the period (16,977,678) (16,365,057)
Cash and cash equivalents at the end of the period (4,462,439) (16,977,679)
Cash and cash equivalents comprise the following:
Cash and bank balance 36,337,561 2,522,986
Short term borrowing (40,800,000) (19,500,664)
(4,462,439) (16,977,678)

The annexed notes form integral part of these financial statements

=

Khalid H. Shah Shafgat Mahmood Jazim Shah
Chief Executive Chief Financial Officer Chairman
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2018

Share
Capital

General Accumulated
Reserve Loss
Rupees

Balance as at July 1, 2016

Dividend for the year ended June 30,
2016

Profit after Taxation

Other Comprenhensive income

Balance as at June 30, 2017

Balance as at July 1, 2017

Profit after Taxation

Other Comprenhensive income

Balance as at June 30, 2018

60,000,000

1,369,610

(15,591,906)

(750,000)

13,300,421

795,697

45,777,705

(750,000)

13,300,421

795,697

60,000,000

1,369,610

(2,245,787)

59,123,823

60,000,000

1,369,610

(2,245,787)

45,231,949

1,125,167

59,123,823

45,231,949

1,125,167

60,000,000

1,369,610

44,111,329

105,480,939

The annexed notes form integral part of these financial statements

M TR

&

Jazim Shah
Chairman

Khalid H. Shah
Chief Executive

Shafgat Mahmood
Chief Financial Officer
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NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED JUNE 30, 2018

LEGAL STATUS AND NATURE OF BUSINESS

Leather Up Limited ("the Company") was incorporated as a private limited company under the Companies
Ordinance, 1984 on December 2, 1990 vide registration no. K-02440 of 1990-91. Subsequently the Company
was converted into a public limited Company on May 15, 1993 .The Company is listed on Karachi Stock
Exchange (now Pakistan Stock Exchange) since 1994. The Company is engaged in the manufacture and
export of leather garment products. The registered office and its production facilities are located at plot #
23/C, 15th Commercial Street Phase |l Extension Defence Housing Authority, Karachi.

BASIS OF PREPARATION

2.1

Statement of Compliance

These financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan
comprise of:

- International Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017;
Where provisions of and directives issued under the Companies Act, 2017 differ from the
IFRS Standards, the provisions of and directives issued under the Companies Act, 2017 have

been followed.

Summary of significant events and transactions that affected the company's financial
position and performance

-The export sales revenue of the company has been reduced significantly from Rs. 133.21/- million
to Rs. 51.70/- million during financial year of 2017 to 2018 i.e by 61.2%;

-The company has sold open plot at Korangi Industrial Area, Karachi having book value of Rs.
13.697/- million for Rs. 72.00/- million;

-Due to applicability of the Companies Act, 2017 certain disclosures of the financial statements are
prepared in accordance with new enactments and Fifth Schedule;

-The exchange rate of USD to PKR has increased from PKR 104.58 as at June 30, 2017 to PKR
123.85asatJune, 30,2018,

Basis of measurement

These financial statements have been prepared under the historical cost convention unless
otherwise specifically stated.

Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is the functional and
presentation currency of the Company.
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Use of estimates and judgments

The preparation of the financial statements in conformity with approved accounting standards
requires the management to make the judgments, estimates and assumptions that affect the
application of policies and the reported amounts of assets, liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the results of which form the
basis of making judgments about the carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both
current and future periods. Areas where various assumptions and estimates are significant to the
financial statements or where judgments were exercised in application of accounting policies are as
follows:

Provision for taxation

Provision for obsolete inventory

Residual values and useful lives of items of property, plant and equipment
Provision of slow moving and obsolete stores and spares

Provision for staff gratuity

Standards,amendments or interpretations which became effective during the current year

The third and fourth schedule to the Companies Act, 2017 became applicable to the Company for the
first time for the preparation of these financial statements. The Companies Act, 2017 (including its
third and fifth schedule) form an integral part of the statutory financial reporting framework applicable
to the Company and amongst others, prescribes the nature and content of diclosures in relation to
various elements of the financial statements. The other amendments to published standards and
interpretations that were mandatory for the Comopany's financial year ended June 30, 2018 are
considered not to be relevant or to have any significant effect on the Company's financial reporting
and therefore not disclosed in these financial statements.

New / revised accounting standards, amendments to published accounting standards, and
interpretations that are not yet effective

IFRS 2 Share-based Payment (Amendments) January 1, 2018
IFRS 9 Financial instruments (Amendments) January 1, 2018
IFRS 15 Revenue from contracts and customers July 1, 2018

IFRS 16 Leases January 1, 2019
IFRS 4 Insurance contracts (Amendments) January 1, 2018
IAS 40 Investment property (Amendments) January 1, 2018
IAS 19 Employee benefits (Amendments) January 1, 2019
IAS 28 Investments in associates and joint ventures (Amendments)January 1, 2019
IFRIC 22 Foreign currency transactions and advance consideration January 1, 2018
IFRIC 23 Uncertainty over income tax treatments January 1, 2019

The company expects that the adoption of the above amendments and itnerpretations will not affect
its financial statements in the period of initial application, except for IFRS-15 Revenue from contracts
with customers. The Company is currently evaluating the impact of the said standard.
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In addition to the above standards and amendments, improvements to the various accounting
standards have also been issued by IASB in December 2016 and December 2017. Such
improvements are generally effective for accounting periods beginning on or after January 01,2018
and January 01, 2019 respectively. The company expects that such improvements to the standards
will nothave any impact on the Company's financial statements in the period of initial application.

The IASB has also issued the revised Conceptual Framwork for Financial Reporting ( the
Conceptual Framework) in March 2018 which is effective for annual periods beginning on or after
January 01, 2020 for preperation of financial statements who develop accounting policies based on
the Conceptual Framework. The revised Conceptual Framework is not standard, and none of
concepts overide those in any standard or any requirements in a standard. The purpose of the
Conceptual Framework is to assist IASB in developing standards, to help prepares develop
consistent accounting policies if there is no application standard in place and to assist all parties to
understand and interpret the standard.

Further, following new standards have been issued by IASB which are yet to be notified by the SECP
forthe purpose of applicability in Pakistan

Standard or Interpretation Effective Date
(annual periods beginning on or after)

IFRS 14 Regulatory Deferral Accounts January 1,2016
IFRS17 Insurance Contracts January 1, 2021

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1

Property, plant and equipment

These are stated at cost less accumulated depreciation and impairment loss, if any. Depreciation is
charged to profit & loss account applying the reducing balance method whereby the cost of an asset
is written off over its useful life at the rates specified in note 4 to the financial statements.
Depreciation on additions is charged from the quarter in which an asset is put to use and no
depreciation charged in the quarter in which asset is disposed off.

Subsequent costs are included in the asset's carrying amounts or recognized as a separate assets,
as appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Company and the cost of the item can be measured reliably.

Gains and losses on disposal of assets, if any, are taken to the profit and loss account.

The assets' residual values, useful lives are reviewed, and adjusted if appropriate, at each financial
year end. The Company's estimate of residual value of property and equipment as at June 30, 2018
did not require any adjustment as its impact is considered insignificant.

An item of property, plant and equipments is derecognized upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net disposal proceeds and the carrying amount
ofthe asset) is included in the profit and loss account in the year in which the asset is derecognized.

Impairment of non-financial assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of these assets may not be recoverable. Whenever the carrying amount of these
assets exceed their recoverable amount, an impairment loss is recognized in the profit and loss
account.
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Stockintrade

Raw materials are valued at average cost and finished goods are valued at lower of average cost
and netrealizable value.

Work-in-process is valued at average cost of raw-materials including a proportionate of
manufacturing overheads.

Net realizable value signifies the estimated selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs necessary to be incurred to make the sale.

Provisions are made in the financial statements for obsolete and slow moving inventory based on
management's best estimate regarding there future usability.

Stores, spares and chemicals

Stores, spares and loose tools excluding items in transit are valued at lower of average cost and net
realizable value. Provision is made for slow moving and obsolete items.

ltems in transit are valued at cost comprising invoice values plus other charges incurred thereon
accumulated to the balance sheet date.

Net realizable value signifies the estimated selling price in the ordinary course of business, less the
estimated costs necessary to make the sale.

Provisions are made in the financial statements for obsolete and slow moving inventory based on
management's best estimate regarding there future usability.

Trade and other receivables

Trade and other receivables are carried at original invoice amount/cost, which is the fair value of the
consideration to be received, less an estimate made for doubtful receivables which is determined
based on management review of outstanding amounts and previous repayment pattern. Balance
considered bad and irrevocable are written off.

Cash and cash equivalents

Cash in hand and at banks, short term bank deposits and short term running finances, if any, are
carried at cost. For the purpose of cash flow statement, cash and cash equivalents consists of cash
in hand and deposits in bank, net of short term running finances ( if any ) that are highly liquid in
nature, readily convertible into known amounts of cash and subject to insignificant risks of changes
invalue.

Financial Instruments
3.7.1 Classification

The Company classifies its financial assets in the following categories: at fair value through
profit or loss, held to maturity, loans and receivables, and available-for-sale. The
classification depends on the purpose for which the financial assets were acquired.
Management determines the classification of its financial assets at initial recognition.
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a) Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are financial assets held for trading.
A financial asset is classified in this category if acquired principally for the purpose of
selling in the short-term. Derivatives are also categorized as held for trading unless
they are designated as hedges. Assets in this category are classified as current
assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are included in current assets,
except for maturities greater than 12 months after the end of the reporting period.
These are classified as non-current assets. The Company's loans and receivables
comprise 'trade debts', ‘proceed receivable', 'short term loans', 'trade deposits and
otherreceivables' and 'cash and cash equivalents'in the balance sheet.

Held to maturity financial assets

Held to maturity financial assets are non-derivative financial assets with fixed or
determinable payments and fixed maturity with a positive intention and ability to hold to
maturity. There were no held to maturity financial assets at the reporting date.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this
category or not classified in any of the other categories. They are included in non-
current assets unless the investment matures or management intends to dispose off it
within 12 months of the end of the reporting date. There were no available for sale
financial asset at the reporting date.

Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade date — the
date on which the Company commits to purchase or sell the asset. Investments are initially
recognised at fair value plus transaction costs for all financial assets not carried at fair
value through profit or loss. Financial assets carried at fair value through profit or loss are
initially recognised at fair value, and transaction costs are expensed in the profit and loss
account. Financial assets are derecognised when the rights to receive cash flows from the
investments have expired or have been transferred and the Company has transferred
substantially all risks and rewards of ownership. Available-for-sale financial assets and
financial assets at fair value through profit or loss are subsequently carried at fair value.
Loans and receivables are subsequently carried at amortised cost using the effective
interest method.

Impairment of financial assets

The Company assesses at the end of each reporting period whether there is objective
evidence that a financial asset or a group of financial assets is impaired. If any such
evidence exists for available-for-sale financial assets, the cumulative loss is removed from
equity and recognised in the profit and loss account. Impairment losses recognised in the
profit and loss account on equity instruments are not reversed through the profit and loss
account. Impairment testing of trade debts and other receivables is described in note 3.5.
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3.8

Staff Retirement Benefits
The main features of the schemes operated by the company for its employees are as follows:
3.8.1Defined benefit plan

A defined benefit plan is post employment benefit plan other than a defined contribution plan. The
company's net obligation in respect of defined benefit plan is calculated by estimating the amount of
future benefit that employees have earned in return for their service in current and prior periods. The
Gratuity scheme is unfunded and covers those permanent employees and management staff of the
Company who have completed prescribed qualifying period of service. Provision is made annually
to cover obligations under the scheme by providing two third of last drawn basic salary of the
employees for each year of service.

Past service cost is recognized immediately to the extent that the benefits are already vested. For
non-vested benefits past service cost is amortized on the straight line basis over the average period
until the amended benefits become vested.

Taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the profit and
loss account, except to the extent that it relates to items recognised in other comprehensive income
ordirectly in equity. In this case the tax is also recognised in other comprehensive income or directly
in equity respectively.

Current

The currentincome tax charge is based on the taxable income for the year calculated on the basis of
the tax laws enacted or substantively enacted at the balance sheet date, and any adjustment to tax
payable in respect of previous years. Presently provision for current taxation is based on final tax
regime in accordance with the provisions of section 154 of the Income Tax Ordinance, 2001.

Deferred

Deferred tax is recognised using balance sheet liability method, providing for all temporary
differences between carrying amounts of assets and liabilities for financial reporting purposes and
the amounts used for taxation purposes. Deferred tax is measured at the tax rates that are expected
to be applied to the temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will
be available against which temporary differences can be utilized. Deferred tax assets are reviewed
at the end of each reporting period and reduced to the extent that it is no longer probable that the
related tax benefit will be realized.

Currently there are no deferred tax balances since the Company income falls under final tax regime.
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Provisions

Provision is recognized when, as a result of past event, the company has a present legal or
constructive obligation that can be estimated reliably and it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation. Subsequently, provisions are
reviewed at each balance sheet date and adjusted to reflect the current best estimate.

Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the amount of revenue can be measured reliably. Revenue is measured at the fair
value of the consideration received or receivable, net of any direct expenses. Revenue is
recognised on the following basis:

- Sales revenue is recognized on dispatch of goods to customers.

- Rebate income is recognized on accrual basis.

- Markup / interest income is recognized on a time proportion basis that takes into account the
effective yield.

Borrowing costs

Borrowing costs are recognized as an expense in the period in which they are incurred except
borrowing costs that are directly attributable to acquisition, construction or production of a qualifying
asset are capitalized as a part of the cost of that asset.

Foreign currency transaction and translation

Foreign currencies are translated into reporting currency at the rates of exchange prevailing on the
date of transactions. Monetary assets and liabilities denominated in foreign currencies are
translated into reporting currency equivalents using year-end spot foreign exchange rates. Non-
monetary assets are translated using exchange rates that existed when the values were
determined. Exchange differences on foreign currency translations are included in income directly.
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4 PROPERTY, PLANT AND EQUIPMENT

As at July 1, 2016
Cost
Accumulated depreciation

Lease hold
Land

Building on lease
hold land

Plant and
Machinery

14,797,520

6,749,315
(5,938,510

4,510,352
(3,401,179)

Vehicles

Furniture and
fixture

Office
equipment

Rupees

164,365
(81,173)

1,295,136
(923,163)

3,384,763
(2,726,934)

30,901,451
(13,070,959)

Net book value

14,797,520

810,805

1,109,173

83,192

371,973

657,830

17,830,492

Year ended June 30, 2017

Opening net book value

Additions / transfers during the
year

Disposals / transfers

14,797,520

810,805

1,109,173

387,135

83,192

371,973

657,830

17,830,492

387,135

Cost
Accumulated depreciation

Net book value
Depreciation for the year

(81,080)

(149,631)

(16,638)

(37,197)

(65,783)

(350,328)

Closing net book value

14,797,520

729,725

1,346,677

66,554

334,776

592,047

17,867,298

As at July 01, 2017
Cost
Accumulated depreciation

14,797,520

6,749,315
(6,019,590)

4,897,487
(3,550,810)

164,365
(97,811)

1,295,136
(960,360)

3,384,763
(2,792,717)

31,288,586
(13,421,288)

Net book value

14,797,520

729,725

1,346,677

66,554

334,776

592,046

17,867,298

Year ended June 30, 2018

Opening net book value

Additions / transfers during the
year

Disposals / transfers

14,797,520

729,725

1,346,677

66,554

334,776

592,046

106,000

17,867,298

106,000

Cost
Accumulated depreciation

13,697,520

13,697,520

Net book value
Depreciation for the year

13,697,520

(72,973)

(134,668)

(13,311)

(33,478)

(69.,805)

13,697,520
(324,235)

Closing net book value

1,100,000

656,752

1,212,009

53,243

301,298

628,241

3,951,543

As at June 30, 2018
Cost
Accumulated depreciation

1,100,000

6,749,315
(6,092,563)

4,897 487
(3,685,478)

164,365
(111,122)

1,295,136
(993,838)

3,490,763
(2,862,522)

17,697,066
(13,745,523)

Net book value

1,100,000

656,752

1,212,009

53,243

301,298

628,241

3,951,543

Annual rates of depreciation

10%

10%

20%

10%

10%

4.1

Cost

Accumulated depreciation

Net book value

Sale proceed

Mode of disposal

Purchaser

Details of leasehold land disposed off during the year are as follows :

Rupees

13,697,520

13,697,520

72,000,000
Open tender

Muhammad Shafi, Muhammad
Zabeeh, Muhammad Baseer
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4.1.1 The shareholders at extra ordinary general meeting held on 26 March 2018 approved the
disposal of 4,400 square yard open plot at Korangi Induatrial Area, Karachi. The disposal was
made through open tender against which the agreement was made on May 10, 2018. The
plot was sold for Rs. 72 million against book value of Rs. 13.698 million resulting in gain of Rs.
58.3 million.

2018 2017

_ R
Depreciation for the year has been allocated as under : upees

Cost of sales 194,541 210,197
Administrative expenses 129,694 140,131

324,235 350,328

STOCK IN TRADE

Raw material and accessories 85,637,912 88,194,092
Finished goods 12,190,264 15,314,388
Less: Provision for obsolete stock (2,412,321) (2,412,321)

95,415,855 101,096,159

2018 2017
ADVANCES, DEPOSITS, PREPAYMENTS AND — Rupees
OTHER RECEIVABLES

Advances - considered good to :

- Staff 1,444,933 283,519
- Suppliers - -

1,444,933 283,519
Deposits 199,167 199,167
Prepayments - 89,449
Receivable against sale of property 29,720,000 -
Income tax 1,333,861 1,858,675
Sales tax 2,474,832 2,398,578
Other receivables - considered good

- Export rebate receivable 4,683,687 5,830,853
- Others

4,683,687 5,830,853

39,856,480 10,660,241

CASH AND BANK BALANCES

Cash in hand 11,222 144,190
Cash with banks

- in foreign currency deposit accounts 133,713 101,206
- In current accounts 36,192,626 2,277,590

36,326,339 2,378,796

36,337,561 2,522,986

ISSUED, SUBSCRIBED AND PAID UP CAPITAL

Number of Shares 2018
2018 2017 ——  Rupees

5,759,100 5,759,100 Ordinary shares of Rs. 10/- each fully paid in 57,591,000 57,591,000
cash.
125,000 125,000 Ordinary shares of Rs. 10/- each issued for 1,250,000 1,250,000
consideration other than cash.
115,900 115,900 Ordinary shares of Rs. 10/- each issued as 1,159,000 1,159,000
fully paid bonus shares.
6,000,000 6,000,000 60,000,000 60,000,000
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8.1 Shares held by the related parties of the Company

Number of Percentage Number of Percentage
shares of holding shares of holding

Khalid Shah 1,639,400 27.32% 1,639,400 27.32%
Syed Raza Shah 300,000 5.00% 300,000 5.00%
Farooq Raza 100 0.00% 100 0.00%
Mahmooda Shah 100 0.00% 100 0.00%
Jazim Shah 100 0.00% 100 0.00%
S.Faisal Shah 100 0.00% 100 0.00%
Nazeer Shah 760,100 12.67% 760,100 12.67%
Zain Shah 300,000 5.00% 300,000 5.00%
Naheed Parveen Fdyfaz 0.00% 100 0.00%
Ali Kausar Khan 60,708 1.01% 60,708 1.01%
Mohsin Khursheed 500 0.01% 500 0.01%
Shafgqat Mahmood 13,800 0.23% 13,800 0.23%

2018 2017
DEFERRED LIABILITIES - Gratuity —— Rupees

As at beginning of the year 3,169,256 3,517,577
Charged to Profit & Loss 279,265 447,376
Actuarial (gain) loss during the year (1,125,167) (795,697)
As at end of the year 2,323,354 3,169,256

9.1 Charged to profit & loss
Current Service Cost 136,179 202,407
Interest Cost 143,086 244,969
279,265 447,376
Actuarial (gain) / loss recognized during the year (1,125,167) (795,697)
(845,902) (348,321)

2018 2017
Rupees
The Charge to profit & loss account has been allocated as follow

Administrative Expenses 66,019 104,893
Production Expenses 213,246 342,483
279,265 447,376

Present value of defined benefit obligation has been determined using projected unit credit method.
The liability as at June 30, 2018 and June 30, 2017 has been determined by the management of the
company based on actuarial valuation. The principal assumptions used in determining present value of
defined benefit obligations are:

Discount rate 7% 7%
Expected rate of increase in salary 4% 4%
expected average years of service 39 years 39 years

Historical Information
Present value of defined benefit obligation 2,323,354 3,169,256
actuarial adjustments arising during the year 48.22% 11.51%

The experience adjustment component of actuarial adjustment is impracticable to determine and thus
has not been disclosed.
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10 SHORT TERM BORROWING - Secured 2018 2017
Rupees

Export refinance
Preshipment financing Part Il 40,800,000 18,500,000
Post shipment financing- Bai Salam - 1,000,664
40,800,000 19,500,664

The above balances represent secured short term loan utilized under markup arrangements with financial
institution against securities which are as under:

101 United Bank Limited Sanctioned limit Rs. 15.00 million

Pre-Post shipment Financing Part | Rs. Nil million (2017: Rs. Nil)

Preshipment Financing Part Il Rs. 8.30 million (2017: Rs. 8.3 million)

Postshipment Financing Rs. Nil million (2017: Rs. Nil)

Rate of markup SBP Export Finance Rate + 1% per annum (2017: SBP + 1%)
Security :

- First hypothecation charge of Rs. 42.30 million over stocks of raw material & leather garments
(finished & Un-finished), all plant, machinery, equipments, stores with furniture and fixture, lying /
belonging to the Company installed or to be installed at factory Plot no. 23-C, 15th Commercial Street
Phase Il, DHA Karachi duly insured with coverage of risks of fire, burglary & RSD with UBL name as
loss payee with 25 % margin for drawing power.

- Stock are under full control of the Company. The Company is required to keep adequate quantity of
stocks as per stock report for which the Company took the finance from the bank .

- Registered mortgage for token amount of Rs. 0.1 million.

- Equitable mortgage charge registered for Rs. 42.30 million over factory land, building and machinery
equipment installed or to be installed with all present and future construction, fixture, fittings over
property no. 23-C, 15th Commercial Street, Phase I, DHA, Karachi.

- Lien on export documents.

- Personal Guarantees of all seven directors.

Meezan Bank Limited Sanctioned limit Rs. 16.70 million

Murabaha under IERF Part | & |l Rs 7.50 million (2017: Rs. 10.20 million)

Bai-Salam Rs. Nil million (2017: Rs. 1.00 million)

Rate of markup SBP Export Finance Rate + 1% per annum (2017: SBP + 1%)
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Security :

- 1st exclusive charge over fixed assets amounting to Rs. 54.56 million.

- Equitable mortgage of property bearing Plot # 39/1/1 , 31st Street ,Phase V, DHA, karachi (Property
Owned by Mr.Khalid H. Shah).

- Registration of MBL first charge over current assets (Stocks ) of Rs. 6.00 million.
- Personal guarantee of all directors and mortagagers.

- Debit authority for entire tenure be provided.

Summit Bank Limited

ERF Part | & I Rs. 25.00 million (2017: Nil)

Rate of markup SBP Export Finance Rate + 1% per annum (2017: Nil)
Security :

- Cash charge of Rs. 35 million.

- Personal guarantee of all directors and mortagagers.

- Debit authority for entire tenure be provided.

Note:

- As per circular No. 29 of 2016 regarding additional disclosures of Shahriah screening of Listed
Companies all types of loans and advances must be clearly categorized and disclosed depending upon
whether they carry any interest or mark-up arrangements or Islamic mode is used for the same.

2018 2017
Rupees
11 TRADE AND OTHER PAYABLES

Creditors 12,654,747 34,652,388
Accrued liabilities 1,542,599 2,651,983
Advance from customers 3,832,598 8,008,431
Workers' profits participation fund 2,452,495 770,813
Workers welfare fund 1,224,857 292,909

21,707,296 46,376,523

CONTINGENCIES AND COMMITMENTS

Contingencies

The Company was served with the show cause notice in 1994 by the Pakistan Defence Officer's Housing
Authority (P.D.O.H.A.) seeking to restrain it from continuing to use its factory premises for industrial use. The
Company was granted a stay against P.D.O.H.A. in the said matter by the Honorable Sindh High Court in 1994.
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The Honorable Sindh High Court has subsequently in 1998 dismissed the Civil Miscellaneous Application
(C.M.A.) filed in separate suits by the P.D.O.H.A. challenging the grounds on which stay was granted to the
Company. The Company does not foresee any contingency in this respect nor has therefore made any

provision there against.

Commitments

Commitment for export sales as at June 30, 2018 is Rs.10.00 million (2017: Rs. 14.50 million).

SALES - NET
Export sales

Export rebate
Less: Commission / discount

COST OF SALES
Raw, packing and other material consumed
Production expenses

Cost of goods manufactured

Opening stock of finished goods
Cost of goods available for sale

Closing stock of finished goods

141
14.2

141 Raw, packing and other material consumed

Opening stock
Purchases

Closing stock

14.2 Production expenses

Cutting and stitching charges
Salaries, wages and other benefits
Repairs and maintenance
Depreciation

Fuel and power

Rent, rates and taxes

Telephone, fax and postage
Printing and stationery
Entertainment expense

14.2.1

4.1

2018 2017
Rupees
48,164,033 128,216,450
3,533,893 5,104,663
- (105,400)
51,697,926 133,215,713
21,306,759 46,426,249
25,770,176 49,435,065
47,076,935 95,861,314
15,314,388 21,314,388
62,391,323 117,175,702
(12,190,264) (15,314,388)
50,201,059 101,861,314
2018 2017
Rupees
88,194,092 64,193,139
18,750,579 70,427,202
106,944,671 134,620,341
(85,637,912) (88,194,092)
21,306,759 46,426,249
2018 2017
Rupees
13,509,402 35,602,021
9,109,196 9,161,753
775,796 956,639
194,541 210,197
956,844 1,253,834
616,923 1,399,236
139,100 104,503
27,603 57,562
440,771 689,320
25,770,176 49,435,065

14.2.1 This includes amount of Rs.213.247/- (2017: Rs. 342,483/-) in respect of staff retirement benefits.
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ADMINISTRATVE EXPENSES

Directors' remuneration

Salaries, allowances and other benefits
Communication expense
Insurance expense

Utilities

Printing and stationery

Legal and professional

Fees and subscription

Vehicle running and maintenance
Entertainment expense

Repairs and maintenance
Donations

Depreciation

151
15.2

15.3
4.1

~

2018 2017
Rupees

2,754,729 2,110,393
122,690 127,785
97,611 112,072
518,697 638,049
81,280 149,462
53,064 50,000
563,925 922,707
115,140 169,350
215,381 302,399
43,675 122,577
78,873 77,400
129,694 140,131
4,774,759 4,922,325

15.1 The board of directors of the company has decided not to accrue Directors' remuneration for the year
ended June 30, 2018. Now, the only single executive director remains to get remuneration has agreed
to forgo his part of remuneration for the year under review in the interest of the company.

15.2 This includes amount of Rs. 66,019/- (2017:Rs. 104,893/-) in respect of staff retirement benefits.

15.3 None of the directors or their spouses have any interest in the above donee funds.

DISTRIBUTION COST

Advertising and sales promotion
Postage, telex and telegram
Travelling expense

Freight, handling and insurance
Others

FINANCE COST

Markup and interest charges
Bank charges and commission

OTHER INCOME

Profit / (loss) on foreign currency deposit accounts
Gain on sale of land non depreciated asset

Exchange gain / (loss) - net

2018 2017
Rupees
1,026,579 2,080,935
75,805 1,224,339
717,310 424,730
1,375,785 3,289,159
71,432 1,683,791
3,266,911 8,702,954
2018 2017
Rupees
917,744 638,112
380,882 1,125,147
1,298,626 1,763,259
(1,023,296) (6,038)
58,302,480 -
(35,846) (63,577)
57,243,338 (69,615)
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19 OTHER OPERATING EXPENSES

Workers' welfare fund 931,948 398,713
Workers' profit participation fund 2,452,495 770,813
Auditor Remuneration . 350,000 350,000

3,734,443 1,519,526

19.1  Auditors' remuneration

Audit fee 250,000 250,000

Half yearly review fee 100,000 100,000

Other certifications' fee/expenses - -
350,000 350,000

TAXATION

Current
-for the year . 433,517 1,076,299
-prior year

433,517 1,076,299

No temporary differences arise between accounting profits and taxable income owing to final tax
scheme under which company's income is assessed on the basis of tax on export sales and therefore
no deferred tax liability has arisen.

The company's income fall within the ambit of final tax regime under the Income Tax Ordinance, 2001
and therefore reconcilation between accounting profit and taxable income is not practicable has not
been presented here.

2018 2017
EARNINGS PER SHARE - BASIC AND DILUTED — Rupees

Profit after taxation 45,231,949 13,300,421

Number

Weighted average number of ordinary shares 6,000,000 6,000,000

Rupees

Earnings per share - basic and diluted - Rupees 7.54

RELATED PARTY TRANSACTIONS

Related parties comprise of group companies, directors and their close family members, major shareholders of
the Company, key management personnel and staff provident fund. Remuneration and benefits to executives
of the Company are in accordance with the terms of the employment. Remuneration of chief Executive,
directors and executives is as follows:
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2018 2017
Rupees
Loan from directors (Mr Khalid Shah) 2,015,356 129,856
Directors loan movement (Mr Khalid Shah) (1,885,500) (25,310)
Directors remuneration - -
Directors remuneration payable 1,886,047 1,886,047
Workers profit participation fund payable 2,452,495 770,813
FINANCIAL INSTRUMENTS 2018 2017
Rupees
Financial instruments by category Note
FINANCIAL ASSETS
Loans and receivables
Trade debts - considered good - -
Advances, deposit, prepayments
and other receivables 6 39,856,480 10,660,241
Cash and bank balances 7 36,337,561 2,522,986
76,194,041 13,183,227
FINANCIAL LIABILITIES
Financial liabilities at amortized cost
Short term borrowing - secured 10 40,800,000 19,500,664
Loan from directors 2,015,356 129,856
Un claimed Dividend 2,613,991 2,613,991
Trade and other payables 1 21,707,296 46,376,523
67,136,643 68,621,034
23.2 Financial risk management objectives and policies

23.3

The Company's activities expose it to a variety of financial risks: capital risk, credit risk, liquidity risk and market
risk (including foreign exchange or currency risk, interest/mark-up rate risk and price risk). The Company's
overall risk management programme focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the financial performance. Overall, risks arising from the Company's financial
assets and liabilities are limited. The Company consistently manages its exposure to financial risk without any
material change from previous period in the manner described in notes below.

The Board of Directors has overall responsibility for the establishment and oversight of Company's risk
management framework. All treasury related transactions are carried out within the parameters of these
policies.

Capital risk management

The Board's policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence, sustain future development of the business, safeguard the Company's ability to continue as a
going concern in order to provide returns for shareholders and benefit for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital. The Board of Directors monitors the return on capital,
which the Company defines as net profit after taxation divided by total shareholders' equity. The Board of
Directors also monitors the level of dividend to ordinary shareholders. There were no changes to the
Company's approach to capital management during the year and the Company is not subject to externally
imposed capital requirements.
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The companies finances its operations through equity, borrowings and management of working capital with a
view to maintaining an appropriate mix between various sources of finance.

Market risk

Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in market
interest rates or the market price due to a change in credit rating of the issuer or the instrument, change in
market sentiments, speculative activities, supply and demand of securities and liquidity in the market. The
Company is exposed to currency risk and interest rate risk.

Currency risk

Foreign currency risk is the risk that the value of financial asset or a liability will fluctuate due to a change in
foreign exchange rates. It arises mainly where receivables and payables exist due to transactions entered into
foreign currencies.

Exposure to currency risk

The Company is exposed to currency risk on trade debts and sales that are denominated in a currency other
than the respective functional currency of the Company. The currencies in which these transactions are
denominated are the US Dollars and the Euro. The Company's exposure to foreign currency risk is as follows:

2018 2017

Rupees  USDollars  Euro GBP Rupees ~ USDollars  Euro GBP

Trade debts - - - - - - - -
Foreign currency deposits 121,268 - 407.21 385.48 101,206 - 40121 385.48
Advance from customer 3,832,598 - 26,708.05 . 8,008,431 - 5543400 -
Gross balance sheet exposure 3,953,866 - 2711526 38548 8,109,637 - 55,841.21 385.48

The following significant exchange rates applied during the year:

Average rates Balance sheet date rates
2018 2017 2018 2017
Rupees

US Dollars 124.50 104.13 123.85 104.58
Euro 144.23 112.78 143.50 119.66
GBP 163.00 134.49 163.00 136.14

Sensitivity Analysis
A 10 percent strengthening of the Rupee against US Dollar, GBP and Euro at 30 June would have increased /

(decreased) profit and loss account by the amounts shown below. This analysis assumes that all other
variables, in particular interest rates, remain constant. The analysis is performed on the same basis for 2017.
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Profit or loss

As at 30 June 2018 Rupees
Effect in US Dollars 14,205
Effect in Euros 5,215,299
Effect in GBP 114,426

A 10 percent weakening of the Rupees against the above currency at 30 June would have had the equal but
opposite effect on the above currencies to the amounts shown above, on the basis that all other variables
remain constant.

Interest rate risk

Interest/mark-up rate risk is the risk that value of a financial instrument or future cash flows of a financial
instrument will fluctuate due to changes in the market interest/mark-up rates. Sensitivity to interest/mark up
rate risk arises from mismatches of financial liabilities that mature or re-price in a given period. The Company
manages these mismatches through risk management strategies where significant changes in gap position can
be adjusted. The long-term financing and short term borrowing arrangements have variable rate pricing that is
dependent on the Karachi Inter Bank Offer Rate (KIBOR) as indicated in respective notes. At the balance sheet
date, the interest rate profile of the Company's significant interest bearing financial instruments was as follows:

Effective interest rate (%) Carrying amount
2018 2017 2018 2017
Rupees
Short term borrowing 3.00% 3.00% 40,800,000 19,500,664

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have increased / (decreased) profit or
loss by the amounts shown below. This analysis assumes that all other variables, in particular foreign currency
rates, remain constant.

Profit and loss

Rupees
As at 30 June 2018
Cash flow sensitivity - Variable rate instruments 408,000
As at 30 June 2017
Cash flow sensitivity - Variable rate instruments 195,007
Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss, without taking into account the fair value of any collateral. Concentration of
credit risk arises when a number of financial instruments or contracts are entered into with the same party, or
when counter parties are engaged in similar business activities, or activities in the same geographic region, or
have similar economic features that would cause their ability to meet contractual obligations to be similarly
affected by change in economics, political or other conditions. Concentration of credit risk indicates that relative
sensitivity of the company’s performance to development affecting a particular industry.

The carrying amount of financial assets represents the maximum credit exposure. To manage exposure to
credit risk, the company applies credit limits to their customers. Cash is held only with banks with high quality
credit worthiness.
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The maximum exposure to credit risk at the balance sheet date is as follows:

Credit Risk
2018 2017
Balance Maximum Balance Maximum
Sheet exposure Sheet exposure
Rupees
Trade debts - - - -
Cash and bank balances 36,337,561 36,337,561 2,522,986 2,522,986

36,337,561 36,337,561 2,522,986 2,522,986

The maximum exposure to credit risk at the balance sheet date by geographic region is as follows:

2018 2017
Rupees
European countries - -
Local 36,326,339 2,378,796
36,326,339 2,378,796

The maximum exposure to credit risk for trade debts and other receivable at the balance sheet date by type of
customer is as follows:

Foreign customers - D/A - -

Impairment losses
The aging of trade debts at the balance sheet date was:

2018 2017
Gross Impairment Gross Gross
Rupees

Not past due - - - -

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations as they fall
due. Liquidity risk arises because of the possibility that the Company could be required to pay its liabilities
earlier than expected or difficulty in raising funds to meet commitments associated with financial liabilities as
they fall due. The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Company's reputation. The following are the contractual
maturities of financial liabilities (including interest payments):
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Carrying  Contractual Twelve Two to Five
Amount cash flows months or years
less

Rupees

Non-Derivative

Financial liabilities

Short term borrowing 40,800,000 40,800,000 40,800,000

Trade and other payables 21,707,296 21,707,296 21,707,296
62,507,296 62,507,296 62,507,296

2017
Carrying Contractual Twelve Two to Five
Amount cash flows months or years
less

Rupees

Short term borrowing 19,500,664 19,500,664 19,500,664
Trade and other payables 46,376,523 46,376,523 46,376,523
65,877,187 65,877,187 65,877,187

Fair value of financial instruments

Fair value is an amount for which an asset could be exchanged or a liability settled between knowledgeable
willing parties at arm's length transaction. Consequently, differences may arise between the carrying values
and the fair value estimates.

Underlying the definition of fair value is the presumption that the company is a going concern without any
intention or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse
terms.

Fair value of all financial assets and financial liabilities are estimated to approximate their respective carrying
amount.

CAPACITY AND PRODUCTION

Industrial sewing machines installed - Number 195 195
Installed capacity of jackets - Pieces 49,466 49,466
Installed capacity of bags - Pieces 60,178 60,178
Actual production of jackets - Pieces 30 1,451
Actual production of bags - Pieces 22,162 25,313
Actual production of knitted panel hand made- Pieces 5,217 19,620
Percentage of capacity utilized 32% 61%

The production capacity remained under utilized due to adverse political and economic environment and
decreased orders from main market i.e. US and Central Europe.

NUMBER OF EMPLOYEES

Number of employees at June 30

Average Number of employees during the year

Number of employees Factory
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DATE OF AUTHORIZATION FOR ISSUE

These financial statements have been authorized for issue on October 05, 2018 by the Board of Directors of
the Company.

GENERAL
- Figures have been rounded off to the nearest rupee.

- Figures have been rearranged / reclassified where ever necessary

=

Khalid H. Shah Shafgat Mahmood Jazim Shah
Chief Executive Chief Financial Officer Chairman
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FORM OF PROXY

I/ We of

being a member(s) of Leather Up Ltd., and holder of Ordinary Shares as per Share

Register Folio/CDC Account No. , hereby appoint Folio/CDC

Account No. of CNIC No. or Passport No. or failing
whom Folio/CDC Account No. of CNIC No. or Passport

no. who is also a member of the Company as my/our proxy in my/ our absence to attend and

vote for me/us on my /our behalf at the 26th Annual General Meeting of the company to be held on October 27,

2018 at 05:00 P.M and at any adjournment of thereof.

As witness my/our hand this

Signed by the said

in presence of

(full address)

Signature of Member
On Revenue Stamp of
Appropriate Value

Signature of Witness

Shareholder's Folio No. Number of Share held

IMPORTANT:

A member entitled to attend and vote at Annual General Meeting is entitled to appoint a proxy to
attend and vote instead of him/her. No persons shall act as a proxy, who is not a member of the
company except thata Company may appoint a person who is not a member.

An instrument of proxy duly stamped, signed and witnessed and the power of attorney or other
authority (if any) under which it is signed or a notoriety certified copy of such power or authority, in
order to be valid, must be deposited at the registered office of the company at least 48 hours before
the time of the meeting.

Signature should agree with the specimen signature registered with the Company.

If a member appoints more than one proxy and more than one instrument of proxy are deposited by a
member with the Company, all such instrument of proxy shall be rendered invalid.
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