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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

VISION

To be a benchmark in the industry, effectively pursuing 
multiple growth opportunities and maximizing returns to the 
stakeholders.

MISSION

To deliver reliable efficient and excep�onal products and 
services to our clients.

Providing a dynamic and suppor�ve environment to our 
employees

To be a responsible corporate en�ty.
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

Company Information

Board of Directors        Mr. Aurangzeb Noor    CEO

     Ms. Mudassara Aurangzeb  

     Mrs. Azmat Akbar                  

     Mr. Muhammad Waqas  

     Mr. Irfan Noor   Chairman

     Mrs. Sarah Anjum            

     Mr. Ali Anwar    

Board Audit Commi�ee             Mr. Muhammad Waqas  Chairman

                                                     Mr. Irfan Noor              Member

     Mr. Ali Anwar    Member

Human Resource   Mrs. Sarah Anjum        Chairman

& Remunera�on             Mr. Aurangzeb Noor                         Member

Commi�ee                                         Mrs. Azmat Akbar                             Member

Company Secretary & CFO             Mr. Zafar Iqbal

Registered Office              Office No 17, 1st Floor, Anique Arcade, 

                                                             I‐8 Markaz, Islamabad

     Phone:  +92 (51) 4861780

     Fax      : +92 (51) 4861785
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

Auditors               Horwath Hussain Chaudhry  & Co.

Legal Advisor               Ch. Abdul Khaliq

Share Registrar              F. D. Registrar Services (SMC‐Pvt) Limited.

     1705, 17th Floor, Saima Trade Tower A,

     I.I Chundrigar Road Karachi. 

     Phone: (+92‐21) 35478192‐93, 32271906

     Fax      : (+92‐21) 32621233



Notice is hereby given that an Annual General Meeting of the Shareholders of Service Fabrics Limited 

will be held on October 31, 2016 at 2:00 p.m. at Islamabad Club to transact the following business. 
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

Notice of Annual General Meeting 

Ordinary Business:  1. 

1. To conform the minutes of extra ordinary general meeting held on Wednesday June 29, 2016 

2.  To receive, consider and adopt the Audited Accounts of the Company for the year ended June 

30, 2016 together with Reports of the Directors and Auditors' thereon. 

3. To appoint Auditors for the year ending 30th June, 2017 and fix their remuneration. The 

retiring Auditors M/s Horwath Hussain Chaudhry & Co, Chartered Accountants, being 

eligible, have offered themselves for re-appointment. 

4. To approve payment of final Cash Dividend of Rs. 0.20/- per share, i.e. 2% to those who are 

Shareholders as at close of business on October 23, 2016. 

5. To transact any other business with the permission of the Chair. 

By order of the Board

Zafar Iqbal

(company Secretary)

ISLAMABAD�������
October 06, 2016������

Notes:

1. The Share Transfer Books of the Company shall remain closed from October 24, 2016 to October 

31, 2016 (both days inclusive). Transfers received at the FD Registrar Services (SMC-Pvt) Ltd, 

Office No 1705, 17 th Floor, Saima Trade Tower A, I. I. Chundrigar Road, Karachi-74000 at the 

close of business on October 23, 2016 will be treated in for the purpose of payment of final 

dividend to the transferees. 

2. A member of the Company entitled to attend and vote at the Annual General Meeting may appoint 

a proxy to attend and vote instead of him/her. A proxy must be deposited at the Company's 

registered office not less than 48 hours before the time of holding the meeting. A proxy need, not be 

a member of the Company. The proxy shall produce his/her original CNIC or Passport to prove 

his/her identity. 

3. Any individual Beneficial Owner of Central Depository Company, entitled to vote at this Meeting 

must bring his/her Computerized National Identity Card (CNIC) with him/her to provide his/her 

identity and in case of proxy must enclose an attested copy of his/her CNIC. The representatives of 

corporate bodies should bring attested copy of Board of Directors Resolution/power of Attorney 

and/or all such documents as are required under Circular No. 1 dated January 26, 2000 issued by 

the Securities and Exchange Commission of Pakistan for this purpose. 

4. Change of address, if any, should be notified immediately to the Company's Share Registrar afore 

stated.
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

5. Members who have not yet submitted photocopy of their Computerized National Identity Cards to the 

Registrar of our Company are requested to send the same at the earliest.

6. The CDC account/sub account holders are requested to bring with them their Computerized National 

ID Cards along with the Participants(s) ID number and their account numbers at the time of attending 

the Annual General Meeting in order to facilitate identification of the respective shareholders. In case 

of corporate entity, the Board of Directors Resolution/Power of Attorney with specimen signatures be 

produced at the time of meeting. 

7. Members are requested to promptly communicate to the Registrar of the Company any change in their 

address. 
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On behalf of the board of directors of Service Fabrics Limited, we are pleased to submit the Directors report 

and the audited financial statements of the Company for the year ended June 30, 2016.

BUSINESS REVIEW

DIRECTOR’S REPORT

SERVICE FABRICS LIMITED

Year Ended June 30, 2016

During the year under review, directors of the Company have been putting all their efforts to revive the 

operations by restructuring its entire business particularly through its internal resources. The management 

is committed to making the company profitable, by acquiring and investing in businesses within in Food, 

Real Estate, Pharma and Finance sectors. This will allow us to create a diversified group of businesses 

within one company and thus resulting in profitability and enhancing value for its shareholders.

OVERVIEW

For these reasons, the company has acquired a controlling stake in H.K Securities (Private) Limited which 

is a Corporate TREC holder of Pakistan Stock Exchange (PSX) and is now in the process of  acquiring the 

Operating Plant, Building and Machinery of a FMCG company to initiate its Food division. The cost of the 

assets has been assessed to Rs. 34.14 Million. The Company plans to make the plant operational for Tomato 

Paste initially, an input for ketchup, pizza sauce, spaghetti sauce, lasagna sauce, curry paste. Future 

products include fruit spread (Jam), Synthetic vinegar, soya sauce etc. Management has also identified 

some other means and sources of financing for restructuring. The management is confident that it would 

turnaround the Company and it will be on the track within shorter possible period.

During the period under review, company invested its available funds in equity investments in profitable 

undervalued shares of listed securities. The loss amounting to Rs.7.04 Million was mainly because of 

crunch in oil prices, and fluctuation in the value of National Refinery and Shezan International Limited 

during the year. Company has purchased 95.5% controlling shares of H.K Securities (Private) Limited 

against cash consideration of Rs.15.63 Million during the year. Group's overall financial position is on the 

track towards the better perspectives. Group's overall profit for the period under review is Rs. 44.61 

Million, resulting earning per share to Rs. 2.83 as shown in the accompanying financial statements.

The Board members are pleased to state that the management of the Company is committed to good 

corporate governance and complying with the best practices. In compliance with the Code of Corporate 

Governance, the Directors are pleased to state as follows:

The financial statements prepared by the management of the Company present fairly its state of 

affairs, the result of its operations, cash flows and changes in equity.

Proper books of accounts of the Company have been maintained.

Appropriate accounting policies have been consistently applied in preparation of the financial 

statements and accounting estimates are based on reasonable and prudent judgment.

International Financial Reporting Standards, asapplicable in Pakistan, have been followed in 

preparation of the financial statements.

The system of internal control is sound in design and has been effectively implemented and 

monitored.

There has been no material departure from the best practices of corporate governance as detailed 

in the listing regulations.
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

Our mission is to contribute to the growth, sustainability and ultimate stabilization of the economy. We at 
Service Fabrics Limited, aim to do this through responsible business practices.

Further, the Board also initiated measures to achieve cost efficiencies by optimizing the business 
processes.

Election of Directors

The Board comprises of one Executive, four non executive and two independent directors. On 30th 

October 2015, elections of directors were held and Mr. Aurangzeb Noor,  Mr. Ali Anwar, Mr. Irfan Noor, 

Mr. Omar Salah Ahmed, Mrs. Mudassara Aurangzeb, Mrs. Azmat Akbar, Mrs. Sarah Anjum were elected 

for the period of 03 years. Mr. Omar Saleh Ahmed resigned on April 15, 2016 and Mr. Muhammad Waqas 

was appointed to fill casual vacancy arised on April 15, 2016.

Financial Highlights

Operating and Financial data and key ratios of the Company for preceding years is separately given in 
financial highlights

Board of Directors Meetings

During the year 2015-16, six meetings of the Board were held. The attendance of the  Board members 
was as follows:-

Mrs. Sarah Anjum

Mr. Omer Saleh Ahmed



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

8

SERVICE FABRICS LIMITED

Year Ended June 30, 2016

Those Directors, who have not attended the required number of meetings, have applied for leave of 
absence which was duly granted by the Board.

Pattern of Shareholding and Shares Traded

The pattern of shareholding and additional information regarding pattern of shareholding is attached 
separately.

No trading in the shares of the Company was carried out by the Directors, the Chief Executive Officer 
and the Company Secretary and their spouses and minor children during the year under review.

Earning / Loss Per share

Loss per share for the year ended 30 June 2016 was Rs. (0.45) as compared to earnings per Share of  
Rs. 0.02 of the last year.

Auditors

The Audit Committee and the Board of Directors have recommended re-appointment of M/S Horwath 
Hussain Chaudhry & Co. Chartered Accountants as the Auditor for the year 2016-2017.

a) Going Concern 

Company is in process of acquisition of FMCG Company's operating Plant, Building and Machinery to 
setup a business division in FMCG. The Company plans to make the plant operational for Tomato Paste 
initially, an input for ketchup, pizza sauce, spaghetti sauce, lasagna sauce, curry paste. Future products 
include fruit spread (Jam), Synthetic vinegar, soya sauce etc. Management has also identified some other 
means and sources of financing for restructuring. The management is confident that it would turnaround the 
Company and it will be on the track within shorter possible period. Management is of the view that after 
revival of operations, company will fully functional and going concern entity.

b) Loan Amortization

The loan has not been amortized at cost under IAS 39 because of following reasons:-

Company had sold it looms back in year 2002 and since then it is striving to continue its business. 
Company's administrative expenses are being paid by directors. Management of the company considers 
the loan as “Interest Free and Repayable on Demand”. The same in not needed to be amortized as per “TR-
32 issued on “Accounting on Director Loan”. The contents of paragraph 3.4.3  of TR-32 are produced as 
under:

“In the absence of any written or other evidence characterizing the financing as a loan or a capital 
contribution, the substance is likely to be regarded as an on-demand loan. The accounting is the same as for 
a contractual director's loan that is interest-free / low interest and repayable on demand”. 
The contents from para for “Contractual Director's Loan that are interest free and repayable on demand” 
are produced as under:-

Comments on Auditors Observation

Comments on auditors observation are as follows:
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

3.2.2.  A loan to an entity that is due on demand is a financial instrument. Upon initial recognition, a loan 
that is due on demand is not discounted, as it has no term and can be demanded at any time. It is recognized 
at full amount receivable at its face value. Although the loan is made at a non-market rate of interest and is a 
financing transaction, because the director can demand payment at any time, discounting from the first date 
when the amount could be required to be paid has no impact.

c) Financing From Banking Companies

Loan from banking companies were not confirmed by respective banks due to change in management of 
the banks time to time. Company intends to reschedule this liability so the appropriate time frame for return 
of loan can be agreed upon.

d) Advances From Customers

These “Advances from Customers” were booked in accounts till year 2008, and none of the customer 
approached company afterwards. Company is in the process to identify the concerned customers so that the 
balances can be settled with them on availability of funds.

Statement on Corporate Financial Reporting Frame Work

The Company has complied with all the requirements of the code of Corporate Governance by the 
listing regulations.

Accordingly the Directors are pleased to confirm the following:

     The financial statements together with the notes thereon have been drawn up in conformity with the  

Companies Ordinance, 1984. These statements present fairly the Company's state of  affairs, the 

results of its operations, cash flow and changes in equity.

ii.    Proper books of accounts of the Company have been maintained.

iii. Appropriate accounting policies have been consistently applied in the preparation of financial 

statements which conform to the International Accounting Standards as applicable

in Pakistan. The accounting estimates, wherever required are based on reasonable and prudent

judgment.

iv.   The International Financial Reporting Standards, as applicable in Pakistan, have been followed in 

the preparation of financial statements.

v.    The system of Internal Control is sound in design and has been effectively implemented and 

monitored.

vi.   There are no significant doubts upon the Company's ability to continue as a going concern.

vii.  There has been no material departure from the best practices of Corporate Governance,

as required by the listing regulations.
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

viii. The key operating and financial data for the last six years is annexed in the financial highlights.

Audit Committee

Audit Committee was established by the Board to assist the directors in discharging their responsibilities, 
Corporate Governance, Financial Reporting and Corporate Control. The Committee consists of three 
members. Two members of the Committee are non-executive and one (Chairman) is Independent director.

The Board Audit Committee is responsible for reviewing reports of the company's financial results, audit 
and adherence to standards of the system of management controls. TheCommittee reviews the procedures, 
ensures their independence with respect to the services performed for theCompany and makes 
recommendations to the Board of Directors.

The Audit Committee held five meetings during the year under review, each before the Board of Directors 
meeting to review the financial statements, internal audit reports and compliance of the Corporate 
Governance requirements. These meetings included meeting with external auditors before and after 
completion of audit and other statutory meetings as required by the Code of Corporate Governance.

The present constitution of the Committee is as under:

Mr.  Muhammad Waqas               Chairman
Mr. Ali Anwar                  � � Member
Mr. Mr. Irfan Noor� � � Member

Code of Conduct

In order to put in place professional standards and corporate values for promotion of integrity of the Board, 
senior management and other employees, the Board has approved and disseminated a Code of Conduct, 
defining therein acceptable and unacceptable behaviors. The same has been placed on the Company's 
Website.

Number of Employees

The numbers of employees as on 30 June 2016 were 2 compared to 1 of last year.

Human Resource and Remuneration Committee

Human Resource and Remuneration Committee was established by the Board to assist the Directors in 
discharging their responsibilities with regard to selection, evaluation, compensation and carrier planning 
of key management personnel. It is also involved in recommending improvements in Company's human 
resource policies and procedures and their periodic review. The Committee consists of three members. Two 
members of the Committee are non-executive and one (Chairman) is Independent director.

Related Party Transactions

All transactions with related parties are reviewed and approved by the Board. The Board approved 
pricing policy for related party transactions as disclosed in the notes to the accounts.
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

The requirements of the Code of Corporate Governance set out by the Stock Exchanges in their Listing 
Regulations, relevant for the year ended 30 June 2016 have been duly complied with. A statement to this 
effect is annexed with the report.

Statement of Compliance with The Code of Corporate Governance

Web Presence

Company's periodic financial statements for the current financial year including annual reports for the last 
three years are available on the Company's website www.servicefabrics.com for information of the 
investors.

Safety and Environments

The company strictly complies with the standards of the safety rules & regulations. It also follows 
environmental friendly policies.

Business Plans & Achievement of Targets

Short medium and long term targets are set by the Board. Management endeavors to achieve those through 
better planning, concerted efforts and hard work. Each year a comprehensive business plan is chalked out 
and duly approved by the Board. The management believes that based on orders in hand and expansion in 
production and marketing facilities, the Company will operate as a “Going Concern” till indefinite period.

Communication

Communication with the shareholders is given high priority. Annual, Half Yearly and Quarterly Accounts 
are circulated to them within the time specified in the Companies Ordinance, 1984. The Company also has 
a web site, which contains up to date information on Company's activities and financial reports.Every 
opportunity is given to the individual shareholders to attend and ask freely the questions about the 
Company's affairs at the Annual General Meeting.

Acknowledgment

The Board would like to thank all of their stakeholders and customers and suppliers of the Company for 
their valuable support and sheer confidence. Such confidence has allowed the Company to perform well in 
a difficult business environment.

The Board would like to thank executives, staff members and workers of the Company for their 
commitment, dedication and hard work. We continue to pray to Allah for the continued success of your 
Company and for the benefit of all stakeholders, and the country in general.

For and on Behalf of the Board

Dated: September 28, 2016
Islamabad��������

��(Irfan Noor) 
����Chairman
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

DIVERSIFIED INVESTMENT

PAKISTAN REFINERY LIMITED.

OIL & GAS DEVELOPMENT

CORPORATION

NATIONAL REFINERY LIMITED.

TREET CORPORATION LIMITED.

SHEZAN INTERNATIONAL LIMITED.

OTHERS.

16%

14%

12%

11%
9%

9%

14%

16%

38%

38%

11%

12%
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

250,000,000

200,000,000

150,000,000

100,000,000

50,000,000

Year 2010 Year 2011 Year 2013Year  2012 Year 2014 Year 2015 Year 2016

Total Liabilities

221,872,680 221,932,680

184,864,121 184,864,121 184,968,461 184,601,596

208,510,663

-

Year 2010 Year 2011 Year 2013Year  2012 Year 2014 Year 2015 Year 2016

16,864,027

Total Assets

Total Assets

39.371 39,371 39,371 39,371 39,371 102
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

100%

80%

60%

40%

20%

0%

-20%

-40%

-60%

-80%

-100%

Profit/(Loss) after taxation

Profit/(Loss) after taxation

Year 2010

(110,000)

Year 2011

(60,000)

Year 2012

37,156,559

Year 2013

(88,000)

Year 2014

(104,340)

Year 2015

(327,596)

Year 2016

(7,045,142)

Net Equity

Year 2010

(221,833,3)Net Equity

Year 2011

(221,893,3)

Year 2013

(184,824,7)

Year 2012

(184,736,7)

Year 2014

(184,929,0)

Year 2015

(184,601,4)

Year 2016

(191,646,6)

(250,000,000) (200,000,000) (150,000,000) (100,000,000) (50,000,000) -
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

REVIEW REPORT TO THE MEMBERS
ON STATEMENT OF COMPLIANCE WITH BEST PRACTICES 

OF CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of 
Corporate Governance (“the Code”) prepared by the Board of Directors of Service Fabrics Limited (“the 
Company”) for the year ended June 30, 2016 to comply with the requirements of Listing Regulations No. 
5.19.23 of the Rule Book of Pakistan Stock Exchange Limited where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our 
responsibility is to review, to the extent where such compliance can be objectively verified, whether the 
Statement of Compliance reflects the status of the Company's compliance with the provisions of the Code 
and report if it does not and to highlight any non-compliance with the requirements of the Code. 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 Code.

As 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 Code requires 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 distinguishing between transactions carried out on terms equivalent to those that prevail in 
arm's length transactions and transactions which are not executed at arm's length price and recording 
proper justification for using such alternate pricing mechanism. 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 any procedures to 
determine whether the related party transactions were undertaken at arm's length price or not.

Following instances of non-compliance with the requirements of the Code were observed which are not 
stated in the Statement of Compliance:

a) There is no representation of minority shareholders on the Board of Directors.

b) The mechanism for annual evaluation of the Board's own performance has not been put in place.

c) Grievance handling and whistle blowing mechanism are not in place. 

d) Secretarial compliance certificate has not been filed by the company secretary.

e) The chairman of the Company has not been elected from amongst the non executive directors of 

the Company.
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

Based on our review, except for the above instances of non-compliance, 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 best practices contained in the Code as applicable to the 
Company for the year ended June 30, 2016.

Further, we highlight below instances of non-compliance with the requirements of the Code as reflected in 
the note reference where these are stated in the Statement of Compliance:

Serial No. Description
18   During the year under review, the company did not have any internal audit function.

Lahore       HORWATH HUSSAIN CHAUDHURY & CO.
Dated:  28, 2016    Chartered AccountantsSeptember

       (Engagement Partner: Amin Ali)
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

Statement of Compliance on Code of Corporate Governance 2012

Name of Company:�    Service Fabrics Limited

For the year ended:    �June 30, 2016

Subject:

This statement is being presented to comply with the Code of Corporate Governance contained in 
Regulation No. 5.19 of listing regulations of Pakistan Stock Exchange Limited for the purpose of 
establishing a framework of good governance, whereby a listed company is managed in compliance with 
the best practices of corporate governance.

The company has applied the principles contained in the CCG in the following manner:

1. At year ended June 30, 2016, the Board consists of the following Executive and Non-Executive 
Directors:

 Independent Directors Executive Directors          Non Executive Directors

 Mr. Muhammad Waqas          Mr. Mudassara Aurangzeb              Mr. Ifran Noor

 Mrs Sara Anjum      Mr. Ali Anwar

         Mr. Aurangzeb Noor

         Mrs. Azmat Akbar

The independent directors meet the criteria of independence under Clause 5.19.1(b) of the CCG.

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

3.    All the resident directors of the company are registered as taxpayers and none of them has defaulted in 
payment of any loan to a banking company, a DFI or an NBFI or, being a member of a stock exchange, 
has been declared as a defaulter by that stock exchange.

4.    A casual vacancy occurring on the board on April 15, 2016 was filled up by the directors within same 
day.

5.   The company has prepared a “Code of Conduct”, which has been approved by the board of directors 
and signed by the senior executives and employees of the Company, and has ensured that appropriate 
steps have been taken to disseminate it throughout the Company along with its supporting policies and 
procedures. Company has maintained website and the same has been pasted on the company's website.

6.    Company has formulated its vision and mission statements, the same is being implemented throughout 
the company. The board has ensured that overall corporate strategy, significant policies and procedures 
of the Company, and various appropriate mechanism will be established and implemented by the year 
2017.
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SERVICE FABRICS LIMITED

Year Ended June 30, 2016

7.    All the powers of the board have been duly exercised and decisions on material transactions, including 
appointment and determination of remuneration and terms and conditions of employment of the CEO, 
other executive and non-executive directors, have been taken by the board/shareholders.

8.   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 and the board met at least once in every quarter. Written notices of the 
board meetings, along with agenda and working papers, were circulated at least seven days before the 
meetings. The minutes of the meetings were appropriately recorded and circulated. 

9.    During the year no orientation courses were arranged for its directors to apprise them of their duties and 
responsibilities. The board has ensured arrangement of orientation courses for its directors to appraise 
them of their duties and responsibilities by the end of year 2017.

10. During the year, the CFO and Company secretary was appointed by the Company. The board has 
approved appointment of CFO and the Company Secretary, including their remuneration. The terms 
and conditions of employment were prepared and approved during the year.

11.   The directors' report for this year fully describe the salient matters required to be disclosed.

12.   The financial statements of the company were duly endorsed by CFO before approval of the board. 

13.  The directors, CEO and executives do not hold any interest in the shares of the company other than that 
disclosed in the pattern of shareholding. 

14.  The company has complied with all the corporate and financial reporting requirements of the CCG. 
The Board has ensured same will be complied with by the end of next year as well.

15.  During the year under review, the Board has formed an audit committee. It comprises of 3 members, 
from which two members are non-executive directors and the chairman of the committee is an 
independent director. 

16.  The meetings of the audit committee were held during the year in each quarter prior to approval of 
interim and final results of the Company. The terms of reference of the Committee have been formed 
and advised to the Committee for compliance.

17.  In the year under review, Board has formed an HR and Remuneration Committee. It comprises of 3 
members, from which two members are non-executive directors and the chairman of the committee is 
an independent director.

18.  During the year under review, the Company did not have any internal audit function. Board of directors 
have confirmed that by the end of next year, same function will be enforced.

19.  The statutory auditors of the company have confirmed that they have been given a satisfactory rating 
under the quality control review program of the ICAP, 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. 
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20.  The statutory auditors or the persons associated with them have not been appointed to provide other 
services except in accordance with the listing regulations and the auditors have confirmed that they 
have observed IFAC guidelines in this regard. 

21.  The 'closed period', prior to the announcement of interim/final results, and business decisions, which 
may materially affect the market price of company's  securities, was determined and intimated to 
directors, employees and stock exchange(s).

22. Material/price sensitive information has been disseminated among all market participants at once 
through stock exchange(s).

23.  We confirm that all other material principles enshrined in the CCG have been complied with. 

Islamabad       
Dated: September 28, 2016    

Ifran Noor
Chairman



21

A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

SERVICE FABRICS LIMITED

Year Ended June 30, 2016

SERVICE FABRICS LIMITED
AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of SERVICE FABRICS LIMITED as at June 30, 2016 and 
the related profit and loss account, statement of comprehensive income, cash flow statement and statement 
of changes in equity, together with the notes forming part thereof, for the year then ended and we state that 
we have obtained all the information and explanations which, to the best of our knowledge and belief, were 
necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control, 
and prepare and present the above said statements in conformity with the approved accounting standards 
and the requirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on 
these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
above said statements are free of any material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the above said statements. An audit also includes 
assessing the accounting policies and significant estimates made by management, as well as, evaluating the 
overall presentation of the above said statements. We believe that our audit provides a reasonable basis for 
our opinion and, after due verification, we report that:

a) As explained in Note 1.2, the Company has prepared the financial statements on the going concern 
assumption. However, as on June 30, 2016, the Company has accumulated loss of Rs. 349.195 
million, negative equity of Rs. 191.647 million and its current liabilities exceeds its current assets 
by Rs. 42.162 million. The Company incurred a net loss Rs. 7.045 million during the year ended 
June 30, 2016. Further, as explained in Note 12.1, the Securities and Exchange Commission of 
Pakistan has also filed a petition of the winding up of the Company.

In view of the above matters, the going concern assumption used in the preparation of the financial 
information is not appropriate. The Company may not be able to realize its assets and settle its 
liabilities in the normal course of business and, consequently, necessary adjustments as to the 
recorded assets amounts and classification of liabilities have not been made in these financial 
statements.

b) The Company has not amortized the long term financing (unsecured and interest free) amounting 
to Rs. 166.114 million (disclosed in Note 9 to the financial statements) as required by IAS 39 
(Financial Instruments – Recognition and Measurement).Financing from related party as on June 
30, 2016 amounting to Rs. 157.837 million has been clubbed in long term financing which should 
have been clubbed in current liabilities in the absence of any written terms and conditions with the 
lender.

c) We were unable to verify the amount shown as Financing from Banking Companies of Rs. 8.276 
million as on June 30, 2016 as appearing in Note 9 to the financial statements;

d) We were unable to verify the amount shown as Advances from Customers and Others of Rs. 
34,215,182 as on June 30, 2016 as appearing in Note 10 to the financial statements;
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e) in our opinion, except for the matters discussed in paragraph (a) to (d) above, proper books of 
account have been kept by the Company as required by the Companies Ordinance, 1984;

f) in our opinion except for the matters discussed in paragraph (a) to (d) above,;

i) the balance sheet and profit and loss account together with the notes thereon have been 
drawn up in conformity with the Companies Ordinance, 1984, and are in agreement with the 
books of account and are further in accordance with accounting policies consistently 
applied;

ii) the expenditure incurred during the year was for the purpose of the Company's business; and

iii)  the business conducted, investments made and the expenditure incurred during the year were 
in accordance with the objects of the Company;

g) in our opinion and to the best of our information and according to the explanations given to 
us, because of the significance of the matters discussed in paragraph (a) to (d), the balance 
sheet, profit and loss account, statement of comprehensive income, cash flow statement and 
statement of changes in equity together with the notes forming part thereof do not conform 
with approved accounting standards as applicable in Pakistan, and give the information 
required by the Companies Ordinance, 1984, in the manner so required and respectively do not 
give a true and fair view of the state of the Company's affairs as at June 30, 2016 and of the loss, 
total comprehensive loss, its cash flows and changes in equity for the year then ended; and

h) in our opinion no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 
(XVIII of 1980).

HORWATH HUSSAIN CHAUDHURY & CO.
Chartered Accountants

(������Engagement Partner: Amin Ali)

LAHORE

Dated: September 28, 2016
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Significant Accounting Policies
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Borrowing cost
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September 28, 2016.
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SERVICE FABRICS LIMITED
AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed consolidated financial statements comprising consolidated balance sheet of 
Service Fabrics Limited (“the Holding Company”) and its subsidiary company (H.K Securities 
(Private)) as at June 30, 2016 and the related consolidated profit and loss account, consolidated statement 
of comprehensive income, consolidated cash flow statement and consolidated statement of changes in 
equity together with the notes forming part thereof, for the year then ended. We have also expressed 
separate opinion on the financial statements of Service Fabrics Limited except its subsidiary company 
which were audited by another firm of auditors whose report has been furnished to us and our opinion, in so 
far as it relates to the amounts included for such company, is based solely on the report of such other auditor. 
These consolidated financial statements are the responsibility of the Holding Company's management. Our 
responsibility is to express an opinion on these consolidated financial statements based on our audit.

Our audit was conducted in accordance with the International Standards on Auditing and accordingly 
included such tests of accounting records and such other auditing procedures as we considered necessary in 
the circumstances.

a) As explained in Note 1.2, the Group has prepared the consolidated financial statements on the 
going concern assumption. However, as on June 30, 2016, the Group has accumulated loss of Rs. 
299.180 million, negative equity of Rs. 138.539 million and its current liabilities exceeds its 
current assets by Rs. 19.175 million. Further, as explained in Note 18.1.1, the Securities and 
Exchange Commission of Pakistan has also filed a petition of the winding up of the Holding 
Company.

In view of the above matters, the going concern assumption used in the preparation of the financial 
statements is not appropriate. The Group may not be able to realize its assets and settle its liabilities 
in the normal course of business and, consequently, necessary adjustments as to the recorded assets 
amounts and classification of liabilities have not been made in these consolidated financial 
statements.

b) The Group has not amortized the long term financing (unsecured and interest free) amounting to 
Rs. 166.114 million (disclosed in Note 15 to the consolidated financial statements) as required by 
IAS 39 (Financial Instruments – Recognition and Measurement). “Financing from related party” 
as on June 30, 2016 amounting to Rs. 157.837 million has been clubbed in long term financing 
which should have been clubbed in current liabilities in the absence of any written terms and 
conditions with the lender.

c) We were unable to verify the amount shown as Financing from Banking Companies of Rs. 8.276 
million as on June 30, 2016 as appearing in Note 15 to the consolidated financial statements;

d) We were unable to verify the amount shown as Advances from Customers and Others of Rs. 
34,215,182 as on June 30, 2016 as appearing in Note 16 to the consolidated financial statements;
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In our opinion, because of the significance of the matters discussed in above paragraphs (a) to (d), the 
consolidated financial statements do not present fairly the financial position of Service Fabrics Limited and 
its subsidiary company as at June 30, 2016, and the results of their operations for the year then ended.

Lahore������
Date:  September 28, 2016

HORWATH HUSSAIN CHAUDHURY & CO.

Chartered Accountants

������(Engagement Partner: Amin Ali)



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

39

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

40

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

41

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



Cash and cash equivalents at the beginning of the year

Purchase of property, plant and equipment

A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

42

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

SERVICE FABRICS LIMITED

Year Ended June 30, 2016

43



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

44

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

45

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

46

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

47

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

48

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

49

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

50

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

51

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



during the year.

res of the Holding Compa

A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

52

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

53

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

54

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

55

SERVICE FABRICS LIMITED

Year Ended June 30, 2016

d parties



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

56

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



Employees as at June 30,

A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

57

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

58

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

59

SERVICE FABRICS LIMITED

Year Ended June 30, 2016



First

SERVICE FABRICS LIMITED

Service Fabrics Limited

A
N
N
U
A
L
 R

E
P
O
R
T 

- 
2
0
1
6

60

SERVICE FABRICS LIMITED

Year Ended June 30, 2016




