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DIRECTOR’S REPORT

The Directors of your Company are pleased to present their review along with the
condensed interim financial statements (un-audited) of the Company for the half year ended
December31,2017.

Company Performance

Despite uncertainty all over the world in general and leather industry in particular, the
management of your company is very optimistic and keen to safeguard the interest of
shareholders of the company.

Inflationary trend and tough competition from different quarters and continued recessionary
conditions in the international leather market, the bad economic conditions of the country,
the net sales of the company during the half year ended December 31, 2017 restricted to Rs.
26.914 million compared with Rs. 67.828 for the corresponding period of the previous year
and leaves alotto be desired.

The management of the company is trying its level best to explore new markets and get
accelerate the momentum of export figures to the days to come.

Because of low sales, fixed overhead expenses, as a result of better control over costs,
selling, distribution and administrative expenses, the company sustained after tax losses of
Rs.5.876 million during the half year period ended 2017.

We are optimistic and do hope that the sales will take turnaround and the management of the
company would be able to make export sales and to improve financial results, during the
forthcoming half year period of the current year.

Future Out look

Under the circumstances, 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.

Due to uncertainty and recession in Europe from last couple of years, local market of leather
garments industry has been hit badly. The management of your company is very keen to
safeguard interest of shareholders of the company and trying its level best to explore new
markets to remains the company as profit making entity.

The Directors take this opportunity to thanks our valued customers, bankers; shareholders
for the trust reposed by them in the Company. We wish to convey our appreciation to all tiers
of staff for their dedication and hard work. This is team work and we hope it shall continue in
the same spirit during the coming years.

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

By order of the Board

=

Karachi: February 27, 2018 Khalid H. Shah
(Chief Executive)
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ABDAN & CO.

CHARTERED ACCOUNTANTS

kb
AUDITOR'S REPORT TO THE MEMBERS ON
REVIEW OF CONDENSED INTERIM FINANCIAL INFORMATION Chartered Accoutants

Introduction

We have reviewed the accompanying condensed interim balance sheet of Leather Up Limited (the
Company) as at December 31, 2017 and the related condensed interim profit and loss account,
condensed interim statement of comprehensive income, condensed interim cash flow statement and
condensed interim statement of changes in equity and notes to the condensed interim financial
information for the six month period then ended (here-in-after referred to as the “interim financial
information”). Management is responsible for the preparation and presentation of this interim
financial information in accordance with approved accounting standards as applicable in Pakistan.
Our responsibility is to express a conclusion on this interim financial information based on our review.
The figures of the condensed interim profit and loss account and condensed interim statement of
comprehensive income for three month period ended December 31, 2017 and 2016 have not been
reviewed, as we are required to review only the cumulative figures for the six month period ended
December31,2017.

Scope of Review

We conducted our review in accordance with International Standards on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A
review of interim financial information consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim financial information as of and for the six months period ended
December 31,2017 is not prepared, in all material respects, in accordance with approved accounting

standards applicable in Pakistan for interim financial reporting.
’ﬂ~

M/s. Abdan & Co.
Karachi: 27t February, 2018 Chartered Accountants
Igbal Ahmad Abdan

2/37, 39, Arkay Square, (Main Shahrah-e-Liaquat, Karachi, Phones: 32424194 - 32423407 - 32429177
Fax: (92-21) 3241771 Email : abdan@cyber.net.pk Website : www.abdan.com
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CONDENSED INTERIM BALANCE SHEET
AS AT DECEMBER 31, 2017

DI;::,EZI\:I”B7ER June 30, 2017
(Unaudited) (Audited)
Rupees
Non - Current Assets
Property, plant and equipment 17,813,292 17,867,298

Current Assets
Stock in trade 90,332,600 101,096,159
Trade debts - considered good 678,611 0
Advances, deposits, prepayments
and other receivables 10,577,455 10,660,241
Cash and bank balances 4,516,129 2,522,986
106,104,795 114,279,386

123,918,087 132,146,684

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 60,000,000 60,000,000
General reserve 1,369,610 1,369,610
Accumulated loss (8,121,940) (2,245,787)

53,247,670 59,123,823

Deferred liability - staff gratuity 3,169,256 3,169,256

Current liabilities

Short term borrowing - secured 39,795,664 19,500,664

Loan from directors 135,746 129,856

Trade and other payables 26,875,309 48,990,514

Accrued markup 454,772 156,272

Provision for taxation 239,670 1,076,299
67,501,161 69,853,605

Contingencies and commitments 0 0
123,918,087 132,146,684

The annexed notes form integral part of these financial statements

b

Khalid H. Shah S. Faisal Shah Shafqat Mahmood
(Chief Executive) (Director) (Chief Financial Officer)
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CONDENSED INTERIM

PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2017

For the half year ended For the quarter ended

December 31, December 31, December 31, December 31,
2017 2016 2017 2016
Rupee Rupees

Sales - net 26,914,286 67,828,154 5,551,366 31,421,105
Cost of sales (27,267,206)  (51,942,851) (10,263,252)  (23,711,247)
Gross profit/(loss) (352,920) 15,885,303 (4,711,886) 7,709,858

Operating expenses
Administrative expenses (2,583,447) (2,676,407) (1,217,750) (1,071,963)
Distribution cost (1,643,551) (3,999,281) (601,324) (1,747,360)
(4,226,998) (6,675,688) (1,819,074) (2,819,323)
Operating profit/(loss) (4,579,918) 9,209,615 (6,530,960) 4,890,535

Finance cost (1,028,645) (831,228) (429,367) (507,193)
Other expense (27,920) (143,744) (17,800) (121,954)
(1,056,565) (974,972) (447,167) (629,147)

Profit/(loss) before taxation  (5,636,483) 8,234,643 (6,978,127) 4,261,388

Taxation (239,670) (652,169) (31,871) (288,099)

Profit/(loss) after taxation (5,876,153) 7,682,474 (7,009,998) 3,973,289

Earning/(loss) per share -
basic and diluted (0.98) 1.26

The annexed notes form integral part of these financial statements

b

Khalid H. Shah S. Faisal Shah Shafqat Mahmood
(Chief Executive) (Director) (Chief Financial Officer)
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CONDENSED INTERIM STATEMENT OF

COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2017

For the half year ended
December December
31,2017 31,2016

For the quarter ended
December December
31,2017 31,2016

Rupees

Profit/(loss) after taxation (5,876,153) 7,582,474

Other comprehensive income
for the period (Loss)

Total comprehensive income

Rupees

(7,009,998) 3,973,289

for the period (Loss) (5,876,153) 7,582,474

(7,009,998) 3,973,289

The annexed notes form integral part of these financial statements

b

Khalid H. Shah S. Faisal Shah
(Chief Executive) (Director)

Shafgat Mahmood
(Chief Financial Officer)
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CONDENSED INTERIM CASH FLOW STATEMENT (UN AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2017

December 31, December 31,
2017 2016
Rupees

CASH FLOWS FROM OPERATING ACTIVITIES
(Loss)/profit before taxation (5,636,483) 8,234,643

Adjustments for non cash and other items:
Depregciation 160,006 | | 171,967 ‘
Finance cost 1,028,645 831,228
1,188,651 1,003,195
Operating cashflows before working capital changes (4,447,832) 9,237,838

Changes in working capital
(Increase) / decrease in current assets
Stock in trade 10,763,559 (14,320,246)
Trade debts (678,611) 4,140,539
Advances, deposit, prepayments and other recievable (518,907) 388,924
Increase / (decrease) in current liabilities
Trade and other payables (22,115,205) (1,509,956)
(12,549,164) (11,300,739)
Cash (used in) / generated from operations (16,996,996) (2,062,901)
Taxes paid (474,606) (482,523)
Dividend paid 0 (436,389)
Finance cost paid (730,145) (887,035)
Net cash (used in) / generated from operating activities (18,201,747) (3,868,848)

CASH FLOWS FROM INVESTING ACTIVITIES

Addition to property, plant and equipment (106,000) (387,135)
Net cash used in investing activities (106,000) (387,135)

Net cashflow from financing activities

Loan from directors 5,890 (191,932)
5,890 (191,932)

Net decrease in cash and cash equivalents (18,301,857) (4,064,051)
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 (35,279,535) (20,429,108)

Cash and cash equivalents comprise the following:
Cash and bank balance 4,516,129 2,120,892
Short term borrowing (39,795,664) (22,550,000)
(35,279,535) (20,429,108)

The annexed notes form integral part of these financial statements

T

Khalid H. Shah S. Faisal Shah Shafqat Mahmood
(Chief Executive) (Director) (Chief Financial Officer)




Leather Up Limated

CONDENSED INTERIM

STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED DECEMBER 31, 2017

Share General Accumulated
Capital Reserve (Loss)
Rupees

Balance as at July 1, 2016 60,000,000 1,369,610 (15,591,906) 45,777,704

Dividend to minority shareholders For
June 2016 (750,000) (750,000)

Total comprehensive loss for the
period 7,582,474 7,582,474

Balance as at December 31, 2016 60,000,000 1,369,610 (8,759,432) 52,610,178

Balance as at July 1, 2017 60,000,000 1,369,610 (2,245,787) 59,123,823

Total comprehensive loss for the
period (5,876,153)  (5,876,153)

Balance as at December 31, 2017 60,000,000 1,369,610 (8,121,940) 53,247,670

The annexed notes form integral part of these financial statements

b

Khalid H. Shah S. Faisal Shah Shafqat Mahmood
(Chief Executive) (Director) (Chief Financial Officer)
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NOTES TO THE CONDENSED INTERIM

FINANCIAL INFORMATION (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2017

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 Pakistan Stock Exchange since
1994. The Company is engaged in the manufacture and export of leather garment and its
allied products.

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES
Statement of Compliance

The Companies Ordinance, 1984 was repealed by enactment of the Companies Act,
2017 (Act) on May 30, 2017.

Securities & Exchange Commission of Pakistan (the Commission) vide its Circular No.
17 of 2017 has communicated its decision that the companies whose financial year
closes on or before June 30, 2017 shall prepare their financial statements in accordance
with the provisions of the repealed Companies Ordinance, 1984. In continuation to the
above mentioned Circular, the Commission in view of the difficulties faced by the
companies to comply with the provisions of the Act has advised vide Circular number
23/2017 that the companies whose financial year closes on or before December 31,
2017 shall prepare their financial statements in accordance with the provisions of the
repealed Companies Ordinance, 1984. Furthermore, the Institute of Chartered
Accountants of Pakistan (ICAP) has obtained clarification from the Commission in this
regard, as per which the preparation of financial statements in accordance with the
repealed Companies Ordinance, 1984 covers interim financial statements of the
companies for the period ending on or before December 31, 2017. Therefore, these
condensed interim financial statements for the half year ended December 31, 2017 have
been prepared in accordance with the requirements of International Accounting
Standards (IAS) 34, "Interim Financial Reporting" and provisions of and directives issued
under the Companies Ordinance, 1984. In case the requirements differ, the provisions of
and directives issed under the Companies Ordinance, 1984 shall prevail. The
disclosures in these condensed interim financial statements do not include all of the
information required in the annual audited financial statements and should read in
conjunction with the annual audited financial statements of the company as at and for the
year ended June 30, 2017.

These condensed financial statements are unaudited and are being submitted to the
shareholders as required under section 237 of the Companies Act,2017 and the Pakistan
Stock Exchange Regulations. However, a limited scope review has been carried out by
the auditors. Further, the figures of interim profit and loss account for the quarter ended
December 31,2017 and 2016 and notes forming part thereof have been reviewed by the
auditors of the Company, as they have reviewed the accumulated figures for the half year
ended December 31,2017 and December 31, 2016.
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These condensed interim financial statements comprises of the Condensed Interim
Balance Sheet as at December 31, 2017 and Condensed Interim Profit And Loss
Account, Condensed Interim Statement of Comprehensive Income, Condensed Interim
Cash Flow Statement and Condensed Interim Statement of Changes in Equity for the
half year ended December 31,2017.

Use of estimates and judgments

The preparation of these condensed interim financial statements in conformity with
approved accounting standards requires management to make estimates, assumptions
and use judgments that affect the application of policies and reported amounts of assets,
liabilities, income and expenses. Estimates, assumptions and judgments are continually
evaluated and are based on historical experience and other factors, including
reasonable expectations of future events. Revisions to accounting estimates are
recognized prospectively commencing from the period of revision. In preparing these
condensed interim financial statements, the significant judgments made by the
management in applying the Company's accounting policies and key sources of
estimation and uncertainity were the same as those that were applied to the annual
audited financial statements as at and for the year ended June 30, 2017.

Basis of measurement

These interim financial statements have been prepared under historical cost convention
except for recognition of staff retirement benefits at present value based on actuarial
valuation.

December 31, June 30,
2017 2017

3 PROPERTY, PLANT & EQUIPMENT Note

Operating Fixed Assets

Operating Fixed Assets

Opening WDV

Additions to property, plant &

equipment during the period
Plant and machinery

Depreciation for the period

Closing WDV

STOCK IN TRADE

Un-audited

17,707,292

17,867,298

106,000
(160,006)

17,813,292

Finished goods

Raw material

5,289,828
87,455,093

Audited

17,867,298

17,830,492

387,135
(350,329)

17,867,298

Less: Provision for obsolete stock

90,332,600

92,744,921
(2,412,321)

15,314,388
88,194,092

103,508,480
(2,412,321)

101,096,159
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CONTINGENCIES AND COMMITMENTS
Contingencies

Contingencies remain same as at December 31, 2017 as disclosed in the audited annual
financial statements for the year ended June 30, 2017.

Commitments
Commitments for export sales as at December 31,2017 is Rs. 40.00 million.
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 the chief executive, directors and
executives is as follows.

December 31, June 30,
2017 2016
Rupees
Loan From Directors 135,746 104,546
Directors remuneration 0 0
Directors remuneration payable 1,886,047 1,886,047
Workers profit participation fund payable 0 658,233

DATE OF AUTHORIZATION FORISSUE

These financial statements have been authorized for issue on 27-02-2018 by the Board
of Directors of the Company.

GENERAL

Figures have been rounded off to the nearest rupee.

b

Khalid H. Shah S. Faisal Shah Shafqat Mahmood
(Chief Executive) (Director) (Chief Financial Officer)
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