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Notice is hereby given that Annual General Meeting of Service Fabrics Limited will be 

held on October 26, 2019 at 11:30 am at Ofce No 17, 1st Floor, Anique Arcade, I-8 

Markaz, Islamabad, to transact the following business:-

Ordinary Business:-

1. To conform the minutes of last Annual General Meeting held on October 27, 

 2018. 

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

 year ended June 30, 2019 together with the Directors and Auditor's Report 

 thereon.

3. To appoint Auditors for the year ending on 30th June 2020 and x their 

 remuneration. The Board has recommended, as suggested by the 

 Audit Committee, the appointment of M/S Horwath Hussain Chaudhury, 

 Chartered Accountants, the retiring auditors and being eligible, have offered 

 themselves for re-appointment. 

4. To consider any other business with the permission of the Chair

5. To consider and, if deemed t, pass the following resolution as a special 

 resolution under section 134 of the Companies Act 2017, with or without 

 modication , as recommended by the Directors;-

 “Resolved by way of special resolution that the consent and approval of 

 shareholders be obtained for conrmation of disinvestment of 95.5% shares of 

 subsidiary company M/S HK Securities (Pvt) Ltd.

Special Business:-

4

October 5, 2019
Islamabad



Notes:

A. CANDIDATE FOR ELECTION

 

Every candidate desirous of offering himself / herself for election as a Director, whether he / she 
is a retiring Director or otherwise, shall file with the Company not later than fourteen (14) days 
before the date of Annual General Meeting a notice of his / her intention

 

to offer himself / herself 
for election as a Director of the Company along with the consent to serve as a Director of the 
Company in the prescribed Form-28 in accordance with the requirements of the Companies Act, 
2017 at the registered office of the Company.

 
 

B. BOOK CLOSURE & PROXY

 
 

i). The Share Transfer Books of the company will be closed

 

from October 20, 2019

 

to October

 

26, 2019

 

(both days inclusive). Transfers received at the Company’s Share Registrar Office  i.e. 
FD Registrar Services (Pvt) Ltd, Office No 1705, 17th Floor, Saima Trade Tower A, I.I 
Chundriger Road, Karachi-74000  at the

 

close of business on October 19, 2018 

 

will be treated 
in

 
time for the purposed of above entitlement to the transferees.

 
 

ii). A member entitled to attend and vote at the Annual General Meeting may appoint a proxy to 
attend and vote on his / her behalf. A proxy need not be a member of the company.

 
 

iii). Instrument of appointing proxy and the power of attorney or other authority under which it is 
signed or a notarially certified copy of the power or authority must be deposited at the 
Registered Office of the Company not

 
later 48 hours before the time of the Meeting.

 
 iv). CDC Account Holders will have to follow the under-mentioned guidelines as laid down in 

Circular No. 1 dated January 26, 2000 issued by the Securities and Exchange Commission of  
Pakistan (SECP).

 
 

C. FOR ATTENDING THE MEETING:

 
 

i) In case of individuals, the account holder or sub-account

 

holder and/or the person whose 
securities are in group account and their registration details are uploaded as per the 
Regulations, shall authenticate his/her identity by showing his/her original Computerized 
National Identity Card (CNIC) or original passport at the time of attending the meeting.
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ii) In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen 
signature of the nominee shall be produced (unless it has been provided earlier) at the time of 
the meeting.

D. FOR APPOINTING PROXIES:

 

i) In case of individuals, the account holder or sub-account holder and/or the person whose 

securities are in group account and their registration details are uploaded as per the 
Regulations, shall submit the proxy form as per the above requirement.

ii) The proxy form shall be witnessed by two persons whose names, addresses and CNIC 
numbers shall be mentioned

 

on the form.

 

iii) Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished 
with the proxy form.

 

iv) The proxy shall produce his/her original CNIC or original passport at the time of the meeting.

v) In case of corporate entity, the Board of Directors’ resolution/power of attorney w ith specimen 
signature shall be submitted (unless it has been provided earlier) along with proxy form to the 
Company.
 

E. FINANCIAL STATEMENTS TO BE PLACED ON WEBSITE 

In compliance with SECP notification No. 634(I)/2014 dated: July 10, 2014, the audited financial 
statements and reports of the Company for the year ended June 30, 2018 have been placed on 
the Company’s website: www.servicefabrics.com

 
for the information, download and review of 

shareholders. From this year onwards, published copies of financial statement and reports will 
be furnished in Compact

 

Disk form.

F. TRANSMISSION OF ANNUAL FINANCIAL STATEMENTS THROUGH EMAIL:

 
In pursuance of the directions given by SECP vide SRO 787(I)/2014 dated: September 8, 2014, 
those shareholders who desire to receive Annual Financial Statements in future through email 
instead of receiving the same by Post are advised to give their formal

 

consent along with their 
valid email address on a standard request form which is available at the Company’s website i.e. 
www.servicefabrics.com

 

and send the said form dully filled in and signed

 

along with copy of 
his/her/its CNIC/Passport or other such information in the case of a body corporate to the 
Company’s share registrar. This is optional; in case you do not wish to avail this facility please 
ignore this point. Annual Financial Statements will be sent to you at your registered address, as 
per normal practice.
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G. NOTICE TO SHAREHOLDERS WHO HAVE NOT PROVIDED THEIR CNIC:

 

The Individual Members who have not yet submitted photocopy of their valid computerized 
National Identity Card (CNIC) to the Company / Share Registrar, are once again reminded to 
send the same at the earliest directly to Company’ Share Registrar, M/s. Central Depository 



Company of Pakistan Limited. In case of non-receipt of the copy of valid CNIC, the Company 
would be constrained under section 243(3) of the Companies Act, 2017 to withhold dividend of 
such shareholders.

H. WITHHOLDING TAX ON DIVIDENDS:

Pursuant to the provision of the Finance Act, 2018 effective July 1, 2018 the deduction of 
withholding tax on the amount of Dividend paid by the companies under section 150 of the 
Income Tax Ordinance, 2001 are as under:

 

a. Filers of Income Tax returns 15%
 

b. Non-filers of Income Tax returns 30%

 

Shareholders who are filers are advised to make sure that their names are entered into latest 
Active Tax Payers List (ATL) provided on the website of FBR at the time of dividend payment, in 
any other case they shall be treated as non-filers and tax on their cash dividend will be 
deducted at the rate of 30% instead of 15%. In order to enable the Company to follow the 
directives
 

of the
 

regulator(s) to determine shareholding ratio of the Joint Account Holder(s) by 
the Principal shareholder for deduction of withholding tax on dividend. Such shareholders are 
requested to furnish the ratio of shareholding being the Principal and Joint holders to the 
registrar of the Company. In the absence of any such notice from the Principa l Shareholder, 
each shareholder will be assumed to have equal proportion of shares and the tax will be 
deducted as per law accordingly.

 I. PAYMENT OF CASH DIVIDEND ELECTRONICALLY (E -MANDATE):

 
In accordance with the provisions of Section 242 of the Companies Act, 2017 and Companies 
(Distribution of Dividend) Regulations, 2017. It is mandatory for a listed company to pay cash 
dividend to its shareholder only through electronic mode directly into the bank account 
designated by the entitled shareholder. Notice in this regard has already been published by the 
Company in the newspapers, however, shareholders are once again requested to fill in 
“Electronic Credit Mandate Form” as reproduced below and send the duly signed Electronic 
Mandate Form along with a copy of valid CNIC/NTN to their respective CDG participant / CDC 
Investor account services.
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Title of Bank Account:    

Bank Account (IBAN) Number:   

Bank's Name:     

Branch Name and Address:   

CNIC Number of the Shareholder:  

Cell Number of the Shareholder:   

Landline No. of the Shareholder (if any): 

Members are requested to submit declaration as per Zakat & Usher Ordinance 1980 for Zakat 
exemption and to advise change in address, if any.



BUSINESS REVIEW

On behalf of the board of directors of Service Fabrics Limited, we are pleased to submit the 

Directors report and the audited nancial statements of the Company for the year ended June 

30, 2019.

OVERVIEW 

 

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 protable, by acquiring and 
investing in businesses within in Food, Real Estate, Pharma and Finance sectors. This will allow 
us to create a diversied group of businesses within one company and thus resulting in 
protability and enhancing value for its shareholders. 

 

The loss amounting Rs. 1.30

 

million shown in accompanying nancial statements is only 

because of administrative expenses

 
incurred during the period as no operational activities were 

carried out during last year. 
  

Despite of all these facts, 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 nancial statements prepared by the management of the Company present fairly its 
state of affairs, the result of its operations, cash ows 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 
nancial 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 nancial

 

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.

 

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, dening therein acceptable and unacceptable behaviors. The same has been placed on the 
Company’s Website.
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Dated: September 27, 2019
Islamabad

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 indenite period.

 

COMMUNICATION

 

Communication with the shareholders is given high priority. Annual, Half Yearly and Quarterly Accounts 
are circulated to them within the time specied in the Companies Act 2017. The Company also has a 
web site, which contains up to date information on Company’s activities and nancial 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.

 
ACKNOWLEDGEMENT

 The Board would like to thank all of their stakeholders and customers and suppliers of the Company for 
their valuable support and sheer

 

condence. Such condence has allowed the Company to perform 
well in a difcult business environment.

 
The Board would like to thank executives, staff members and workers of the Company for 
theircommitment, dedication and hard work. We continue to pray to Allah for the continued success of 
your Company and for the benet of all stakeholders, and the country in general.
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During the year 2018-19, directors of the Company made their efforts to revive the operations of 
the company by restructuring its entire business particularly through its internal resources. The 
loss amounting Rs. 1.30 million shown in accompanying nancial statements is only because of 
administrative expenses incurred during the period as no operational activities were carried out 
during last year

Company is 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 was

 

assessed to Rs. 34.14 Million. 
The Company planned

 

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 identied some other 
means and sources of nancing for restructuring. The management is condent that it would 
turnaround the Company

 

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

  

During the previous

 

period, the books of accounts of company's subsidiary (H. K Securities 

(Private) Limited)  were seized and taken with them by Securities and Exchange Commission of 

Pakistan (Security Market Division) against seizure memo of records dated March 20, 2017. 

Securities Exchange Commission of Pakistan (Corporate Supervision Department) was 

approached to seek relaxation under section 228 (7) of Companies Act 2017 for preparation of 

annual consolidated account for the period ended June 30, 2019  vide letter No vide letter No

SVC/SECP/190901 dated September 19, 2019.  The company remained unable to prepare 

consolidated nancial accounts for the period ended June 30, 2019
 

due to non-availability of 

books of accounts.

 
During year 2016-17,

 

Securities and Exchange Commission of Pakistan (SECP) had led 

petition with the Honorable High Court, Lahore (Company Jurisdiction) under section 305 and 

309 of the Companies Ordinance, 1984 for winding up of the Company. Currently, the petition is 

pending at Honorable High Court. The management of the company is vigorously defending its 

plea in court of law to dismiss winding up petition and

 

company is hopeful for favorable decision.

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 efciencies by optimizing the 

business processes.

 

Election of Directors

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

During the period under review none of director joined or left the board.
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Operating and Financial data and key ratios of the Company for preceding years is separately 

given in nancial highlights

Board of Directors Meetings
 

During the year 2018-19, four meetings of the Board were held. The attendance of the 

Board members

 

was as follows:-

 
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 
Ofcer 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 2019 was Rs. (0.08) as compared to Loss per Share 
of Rs. (0.16) of the last year.

Name of Director

 

Board 
Meetings

 

Audit 
Committee 
Meetings

 

HR and Remuneration 
Committee Meetings

Mr. Aurangzeb Noor

 

04

 

N/A

 

02

 

Mr. Ali Anwar

 

03

 

N/A

 

N/A

 

Mr. Irfan Noor

 

03

 

02

 

N/A

 

Mr. Muhammad Waqas

 

01

 

01

 

N/A

 

Mrs. Mudassara Aurangzeb 

 

04

 

N/A

 

N/A

 

Mr.  Raja Nauman Jan Kiani

 

03

 

N/A

 

02

 

Mrs. Azmat Akbar
 

03
 

02
 

02
 

Mr. Wajid Razaq 01 N/A  01  

Financial Highlights  
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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 2019-
2020.

COMMENTS ON AUDITOR’S REPORT

 

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 identied some other means and sources of nancing for 
restructuring. The management is condent 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:-

 

i) 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 according to IAS 39 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 nancing 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:-

 
3.2.2 A loan to an entity that is due on demand is

 

a nancial 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- its face value. Although the loan is made at a 
non-market rate of interest and is a nancing transaction, because the director can demand 
payment at any time, discounting from the rst date when the amount could be required to be 
paid has no impact.
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c) FINANCING FROM BANKING COMPANIES

Loan from banking companies were not conrmed by respective banks due to change in 
management of the banks time to time. Company intends to pay loan liability of banking 
company in coming years.

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.

 

e) PAYABLE TO SUBSIDIARY COMPANY

 

Subsidiary company has made an agreement for sale of ISE Towers REIT

 

Management  
(ISETRMCL)  shares  to M/S General Investment & Securities (Pvt) Ltd on August 09, 2017 
through an agreement. The same can be veried from company legal documents. Further, the 
subsidiary company has made an application to Pakistan stock exchange  Limited for surrender 
of Trading Right Entitlement Certicate (TREC) and intends to sell blocked 60% equity shares 
with CDC after surrendering of TREC.

 

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 conrm the following:

 i. The nancial statements together with the notes thereon have been drawn up in conformity

with the Companies Act 2017. These statements present fairly the Company’s state of affairs, the 

results of its operations, cash ow 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

nancial 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 nancial statements.

 

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

 

and monitored.

vi. There are no signicant 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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viii. The key operating and nancial data for the last six years is annexed in the nancial 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 are non-executive directors and one member who is 
Chairman of the Committee is an Independent director.

 

The Board Audit Committee is responsible for reviewing reports of the company’s nancial results, audit 
and adherence to standards of the system of management controls. The

 

Committee reviews the 
procedures, ensures their independence with respect to the services performed for the

 

Company and 
makes recommendations to the Board of Directors.

 

The Audit Committee held ve meetings during the year under review, each before the Board of 
Directors meeting to review the nancial 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
 

Mrs. Azmat Akbar
   

Member
 

NUMBER OF EMPLOYEES
 

The numbers of employees as on 30 June 2019

 
were 02

 
compared to 02

 
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 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.

 

STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE

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 2019 have been duly complied with. A statement to 
this effect is annexed with the report.
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    Dated: September 27, 2019
Islamabad

WEB PRESENCE

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

On behalf of Board of Directors of the company, I am thankful to all worthy shareholders and staff 
members of the company for their untiring efforts for the betterment of the company.
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INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE MEMBER OF SERVICE FABRICS LIMITED

Review Report on the Statements of Compliance 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 

Service Fabrics Limited

 

for the year ended June 30, 2019

 

in accordance

 

with the requirement 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 reects 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 nancial statements we are required to obtain an understanding of the 

accounting and internal control systems sufcient 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 

identication of related parties and that whether the related party transactions were undertaken at arm’s 

length price or not.

 
Following instance(s) of non-compliance with the requirement(s) of the Regulations was /were 

observed which is/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 on performance has not been put in place.

c) Grievance handling and whistleblowing mechanism are not in place.

d) There is no annual review of overall business risks conducted by board

e) Company Secretary and Chief Financial Ofcer should not be same person.
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Based on our review, except for the above instance(s) of non-compliance, nothing has come to our 

attention which causes us to believe that the Statement of Compliance does not appropriately reect 

the Company's compliance, in all material respects, with the Regulations as applicable to the Company 

for the year ended June 30, 2018.

Further, we highlight below instance(s) of non-compliance with the requirement(s) of the Regulations as 

reected in the note/paragraph reference where it/these is/are stated in the Statement of Compliance:

Serial number

  

Description

 

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 apprise them of their duties and 

responsibilities by the end of June 30, 2019.
 

8 There is no policy and transparent procedures for remuneration of directors.

12  Nomination Committee and Risk management are not formed by the board.

15 During the year under review the company did not have any internal audit 

function.

 

HORWATH HUSSAIN CHAUDHURY & CO.

 

Chartered Accountants

 

Shahzad Qazi (FCA)

 

Place: Islamabad
Date September 27,2019

1 As Form A and 29 was not available to us so did not ensure the number and name

of the board of directors.



STATEMENT OF COMPLIANCE WITH LISTED COMPANIES (CODE OF CORPORATE 
GOVERNANCE) REGULATIONS. 2017.

NAME OF COMAPAY: Service Fabrics Limited.
Year ended:  June 30, 2019

The company has complied with the requirements of the Regulations in the following manner:

_ as per the following:

 

a. Male: 05

b. Female: 02

 

2. The composition of board is as follows:

 

a) Independent Directors

 

Mr. Muhammad Waqas

 

Mr. Raja Nauman Jan Kiani

 

Mrs. Azmat Akbar

 

b) Other Non-executive Director

 

Mr. Irfan Noor

 

Mr. Ali Anwar

 

Mrs. Mudassara Aurangzeb
 

c) Executive Directors 
Mr. Aurangzeb Noor 

3. The directors have conrmed that none of them is serving as a director on more than ve listed 
companies, including this company (excluding the listed subsidiaries of listed holding companies where 
applicable).

4. 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.

5. The board has developed a vision/mission statement, overall corporate strategy and signicant 

policies of the company. A complete record of particulars of signicant policies along with the dates on 

which they were approved or amended has been maintained.

 

6. All the powers of the board have been duly exercised and decisions on relevant matters have 
been taken by board/ shareholders as empowered by the relevant provisions of the Act and these 
Regulations.

7. 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 Act and the 
Regulations with respect to frequency, recording and circulating minutes of meeting of board.
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8. The board of directors have a formal policy and transparent procedures for remuneration of 
directors in accordance with the Act and these Regulations.

9. The Board has arranged Director's Training Program for the following:

None of the Directors got training during the year.

10. The board has approved appointment of CFO, Company Secretary and Head of Internal Audit, 
including their remuneration and terms and conditions of employment and complied with relevant 
requirements of the Regulations.

 

11. CFO and CEO duly endorsed the nancial statements before approval of the board.

12. The board has formed committees comprising of members given below:

 

a) Audit Committee (Name of members and Chairman)

 

1. Mr. Muhammad Waqas

 

2. Mrs. Azmat Akbar

 

3. Mr. Ali Anwaar

 

b) HR and Remuneration Committee (Name of members and Chairman)

 

1. Mr. Raja Nauman Jan Kiani

 

2. Mrs. Mudassara Aurangzeb

 

3. Mr. Ali Anwaar
 

c) Nomination Committee (if applicable) (Name of members and Chairman)
 

The board has not formed Nomination Committee.

 

d) Risk Management Committee (if applicable) (Name of members and Chairman)

 
The board has not formed Risk Management Committee.

 

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

 

14. The frequency of meetings (quarterly/half yearly/ yearly) of the committee were as per 
following:

a) Audit Committee - 04

b) HR and Remuneration Committee – 01

c) Nomination Committee (if applicable) - Nil

d) Risk Management Committee (if applicable) - Nil
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15. The board has set up and effective internal audit function/ or has outsourced the internal 
audit function to who are considered suitably qualied and experienced for the purpose and are 
conversant with the policies and procedures of the company.

16. The statutory auditors of the company have conrmed that they have been given a 
satisfactory rating under the quality control review program of the ICAP and registered with Audit 
Oversight Board of Pakistan, that they or any of the partners

 

of the rm, their spouses and minor 
children do not hold shares of the company and that the rm and all its partners are in 
compliance with international Federation of Accountants

 
(IFAC) guidelines on code of ethics as 

adopted by the ICAP.
 

17. 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 conrmed that they have observed IFAC 
guidelines in this regard.

 
18. We conrm that all other requirements of the Regulations have been complied with.

(Irfan Noor)

Chairman
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SERVICE FABRICS 

LIMITED 

 

Report on the Audit of the Financial Statements 

 

Adverse Opinion 

 

We have audited the annexed nancial statement of SERVICE FABRICS LIMITED (the 

Company), which comprise the statement of nancial position as at June 30, 2019 and the 

statement of prot or loss and other comprehensive income, the statement of changes in 

equity, the statement of cash ows for the year then ended, and notes to the nancial 

statements, including a summary of signicant accounting policies and other explanatory 

information, 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 the 

audit. 

 

In our opinion and to the best of our information and according to the explanations given to 

us, because of the signicance of the matters discussed in in the basis for adverse opinion 

paragraph the statement of nancial position, statement of prot or loss and other 

comprehensive income, the statement of changes in equity and the statement of cash 

ows 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 do not 

give a true and fair view of the state of the Company's affairs as at June 30, 2019 and of 

the loss and other comprehensive loss, the changes in equity and its cash ows for the 

year then ended. 

 

Basis for Adverse 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 fullled our 

other ethical responsibilities in accordance with the Code. We believe that the audit 
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evidence we have obtained is sufcient and appropriate to provide a basis for our opinion 

and we give our adverse opinion on the basis of followings. 

 

1. The Company has not amortized the long-term nancing (unsecured and interest 

free) amounting to Rs. 162.114 million (disclosed in Note 9 to the nancial 

statements) as required by IAS 39 (Financial Instruments – Recognition and 

Measurement). Financing from other as on June 30, 2019 amounting to Rs. 157.548 

million has been included in long term nancing which, in the absence of any written 

terms and conditions with the lender, should have been shown in current liabilities.  

 

2. In the absence of any agreement or relevant documents, we did not verify the 

amount Rs. 10,028,205/- received by the company on behalf of its subsidiary 

company HK Securities (Private) Limited against sale of subsidiary company’s 

shares of ISE Towers REIT management as disclosed in note 10 to the annexed 

nancial statement. 

 

Further the subsidiary has led an application to Pakistan Stock Exchange 

regarding the surrender of TREC (Trading Right Entitlement Certicate) which 

give rise to signicant uncertainty as the ability of the subsidiary to continue 

operations has going concern in the foreseeable future. However, these nancial 

statements do not contain any provision for diminution of value of investment in 

the subsidiary company on the basis of its going concern uncertainty. The 

management has not conducted impairment test as per IAS 36 (Impairment of 

Assets) on investment in subsidiary amounting to Rs. 15,628,969 as appearing in 

Note 6. 

 

3. From the available record, we were unable to verify the amount shown as Financing 

from Banking Companies of Rs. 4.276 million as on June 30, 2019 as appearing in 

Note 9 to the nancial statements. 

 

4. We were unable to verify the amount shown as Advances from Customers and 

Others of Rs. 34.215 Million as on June 30, 2019 as appearing in Note 12 to the 

nancial statements; 
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As explained in Note 1.2, the Company has prepared the nancial statements on the going 

concern assumption. However, as on June 30, 2019, the Company has accumulated loss 

of Rs. 358.583 million (2018: Rs. 357.282 million), negative equity of Rs. 201.035 million 

(2018: 199.734 million) and its liabilities exceed its assets by Rs. 45.54 million (2018: Rs. 

46.44 million) as at the balance sheet date. The Company has incurred net loss of Rs. 

1.300 million during the year. Further, as explained in Note 14.1, the Securities and 

Exchange Commission of Pakistan had also led 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 

nancial 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 classication of liabilities have not 

been made in the nancial information. 

 

Emphasis of Matter  

 

We draw attention to note 2.1.2 to the nancial statements which describe the matter 

related to non-preparation of consolidated nancial statements. Our opinion is not qualied 

in respect of this matter. 

 

 

Key Audit Matter(s) 

 

Key audit matters are those matters that, in our professional judgment, were of most 

signicance in our audit of the nancial statements of the current period. These matters 

were addressed in the context of our audit of the nancial statements as a whole, and in 

forming our opinion thereon, and we do not provide a separate opinion on these matters. 
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Material Uncertainty relating to Going Concern (if applicable) 

 



Following are the Key audit matter(s) 

 

S. 

No. 

Key audit matter(s) How the matter was addressed in 

our audit 

1. During the year, the Company has rst 

time adopted IFRS 9 (Financial 

Instruments) and IFRS 15 (Revenue from 

Contracts with Customers). 

As part of this rst-time adoption and 

transition to the requirements, the 

management performed an analysis to 

identify differences between the previous 

and the current applicable standards and 

as a result certain amendment relating to 

presentation and disclosures were made 

in the accompanying nancial 

statements. 

Any change in presentation or 

classication of items has been 

accounted for in accordance with IAS 8 

‘Accounting Policies, Changes in 

Accounting Estimates and Errors’. 

In view of the amendments and various 

new disclosures prepared and presented 

in the nancial statements, we 

considered this as a key audit matter. 

We reviewed and understood the 

requirements of IFRS 9 and IFRS 15. 

Our audit procedures included the 

following: 

 Reviewed the management’s 

process to identify the additional 

disclosure requirements and 

related revisions (if any) as a 

result of rst-time adoption of 

IFRS 9 and IFRS 15; 

 

 Obtained understanding of the 

recorded trade receivables by 

discussing with the management 

and making inquiries on the 

entire accounting process 

associated with the recording of 

trade receivables;  

 

 Reviewed recording of 

provisions on the basis of 

expected credit loss on trade 

debts and contract assets as per 

the requirements of IFRS 9; 

 

 Obtained relevant underlying 

supporting documents for 

ensuring that management has 

complied with the revenue 

recognition criteria as introduced 

by IFRS 15; and 
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 Obtained relevant underlying 

supporting documentation on 

test basis for the additional 

disclosures and assessed their 

appropriateness for the sufcient 

audit evidence. 

   

Information Other than the Financial Statements and Auditor’s Report Thereon 

 

Management is responsible for the other information. The other information comprises the 

information included in the Annual report 2019 but does not include the nancial 

statements and our auditor’s report thereon. 

 

Our opinion on the nancial 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 nancial statements, our responsibility is to read the 

other information and, in doing so, consider whether the other information is materially 

inconsistent with the nancial 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 report in this regard.  

 

Responsibilities of Management and Board of Directors for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of the nancial 

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 

26



control as management determines is necessary to enable the preparation of nancial 

statements that are free from material misstatement, whether due to fraud or error. 

 

In preparing the nancial 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 nancial reporting 

process. 

 

Auditor’s Responsibilities for the Audit of the Financial Statements 

 

Our objectives are to obtain reasonable assurance about whether the nancial 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 inuence the economic decisions 

of users taken on the basis of these nancial 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 nancial statements, 

whether due to fraud or error, design and perform audit procedures responsive to 

those risks, and obtain audit evidence that is sufcient 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 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. 
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 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 signicant 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 nancial 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 a going concern. 

 

 Evaluate the overall presentation, structure and content of the nancial statements, 

including the disclosures, and whether the nancial statements represent the 

underlying transactions and events in a manner that achieves fair presentation. 

 

We communicate with the board of directors regarding, among other matters, the planned 

scope and timing of the audit and signicant audit ndings, including any signicant 

deciencies 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 our 

independence, and where applicable, related safeguards. 

 

From the matters communicated with the board of directors, we determine those matters 

that were of most signicance in the audit of the nancial 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 benets of such communication. 
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Report on Other Legal and Regulatory Requirements 

 

Based on our audit, we further report that in our opinion: 

 

a) except for the effects of the matters stated above proper books of account have 

been kept by the Company as required by the Companies Act, 2017 (XIX of 2017); 

 

b) except for the matters stated above the statement of nancial position, the 

statement of prot or loss and other comprehensive income or the income and 

expenditure account, the statement of changes in equity and the statement of 

cash ows together with the notes 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) zakat was not deductible at source under the Zakat and Ushr Ordinance, 1980 

(XVIII of 1980) by the company. 

 

The engagement partner on the audit resulting in this independent auditor’s report is 

Shahzad Qazi (FCA). 

 

 

 

HORWATH HUSSAIN CHAUDHURY & CO. 

Chartered Accountants 

 

 

Date: September 27, 2019  

Islamabad 
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2019 2018

Note Rupees Rupees

PROPERTY AND ASSETS

Non Current Assets

Advance for purchase of long term assets 5 1,000,000

        

1,000,000

         

Investment in subsidiary 6 15,628,969

      

15,628,969

        

16,628,969

      

16,628,969

        

Current Assets

Receivable from broker 2,287

               

5,239

                

Advance income tax               37,295                37,295 

Cash and bank balance 7 769,793

           

1,396,586

         

809,375

           

1,439,120

         

17,438,344

      

18,068,089

        

EQUITY AND LIABILITIES

Share Capital and Reserves

Authorised share capital:

16,000,000 (2018: 16,000,000) ordinary shares
of Rs. 10 each 160,000,000

    
160,000,000

      
Issued, subscribed and paid up capital 8 157,548,000

    

157,548,000

      
Accumulated loss

 

(358,583,743)

   

(357,282,950)

     (201,035,743)

   

(199,734,950)

     
Non - Current Liabilities

Long term nancing 9 162,114,011

    

162,114,011

      

Payable to Subsidiary 10 10,028,205

      

7,814,102

         

172,142,216

    

169,928,113

      

Current Liabilities

Gratuity payable 324,847

           

324,847

            

Loan from director 11 3,048,573

        

4,721,628

         

Trade and other payables 12 40,650,260

      

40,520,260

        

Unclaimed Dividend 491,058

           

491,058

            

Provision for taxation 13 1,817,133 1,817,133

46,331,871 47,874,926

Contingencies and Commitments 14 - -

17,438,344 18,068,089

The annexed notes form an integral part of these financial statements.

STATEMENT OF FINANCIAL POSITION AS AT JUNE 30, 2019

SERVICE FABRICS LIMITED
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2019 2018

Rupees Rupees

CASH FLOW FROM OPERATING ACTIVITIES

(Loss) / prot before taxation (1,300,793)

      

(2,536,487)

      

Cash flows before working capital changes (1,300,793)

      

(2,536,487)

      

Increase in assets:

-  Advances -

                  

-

                 

-  Receivable from broker 2,952

              

2,896

             

Increase in liabilities:

-  Trade and other payables 130,000

          

14,640

           

Cash Used in Operatins (1,167,841)

      
(2,518,951)

      

Income tax paid -
                  

(4,650)
            

Net Cash Used in Operating Activities (1,167,841)      (2,523,601)      

CASH FLOW FROM INVESTING ACTIVITIES

-

                  
-

                 
Net Cash Used in Investing Activities -

                  
-

                 CASH FLOW FROM FINANCING ACTIVITIES

Long term nancing -

                  

(4,000,000)

      

Payable to subsidiary 2,214,103

       

7,814,102

       

Loan from director (1,673,055)

      

(267,810)

         

Dividend Paid -

                  

-

                 

Net Cash Generated from Financing Activities 541,048

          

3,546,292

       

Net Decrease in Cash and Cash Equivalents (626,793)

         

1,022,691

       

Cash and cash equivalents at the beginning of the year 1,396,586 373,895

Cash and Cash Equivalents at the End of the Year 769,793 1,396,586

The annexed notes form an integral part of these financial statements.

SERVICE FABRICS LIMITED

STATEMENT OF CASH FLOW

FOR THE YEAR ENDED JUNE 30, 2019
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F. D Registrar Services (SMC‐Pvt) Limited

Service Fabrics Limited

Pa�ern Of Share Holding ‐ Form "34"

Shareholders Sta�s�cs As At June 30, 2019
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Number Of Total Shares

Share Holders From To Held

731 1 ‐ 100 58,779

             

1699 101 ‐ 500 637,651

           

390 501 ‐ 1000 312,534

           

605 1001 ‐ 5000 1,490,809

       

163 5001 ‐ 10000 1,247,145

       

55 10001 ‐ 15000 678,622
           

30 15001 ‐ 20000 560,811           
22 20001 ‐ 25000 492,657

           11 25001 ‐ 30000 314,500

           
10 30001 ‐ 35000 330,400

           
18 35001 ‐ 40000 691,973

           

11 40001 ‐ 45000 471,900

           

7 45001 ‐ 50000 345,500

           

3 50001 ‐ 55000 159,000

           

2 55001 ‐ 60000 112,500

           

2 60001 ‐ 65000 126,000

           

6 65001 ‐ 70000 410,500

           

1 70001 ‐ 75000 73,000

             

2 75001 ‐ 80000 159,500

           

3 80001 ‐ 85000 245,500

           

1 85001 ‐ 90000 90,000

             

1 90001 ‐ 95000 92,000

             

2 95001 ‐ 100000 198,000

           

3 105001 ‐ 110000 322,000

           

2 110001 ‐ 115000 230,000

           

2 125001 ‐ 130000 256,500

           

1 140001 ‐ 145000 142,000

           

1 145001 ‐ 150000 150,000

           

2 160001 ‐ 165000 325,700

1 165001 ‐ 170000 167,500

1 185001 ‐ 190000 189,440

1 205001 ‐ 210000 206,500

1 210001 ‐ 215000 211,140

1 215001 ‐ 220000 216,432

Share Holding

2 235001 ‐ 240000 478,880

1 240001 ‐ 245000 243,675

          

1 245001 ‐ 250000 250,000

          

1 250001 255000 251,000

1 275001 280000 278,100

1 495001 500000 500,000

1 685001 690000 687,504

1 1345001 1350000 1,349,148

3800 15,754,800
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S. No. Categories Shareholders   Shares Held  

1 Directors, CEO, Their Spouses And Minor Childern 7,459

1 Ms. Mudassara Aurangzeb 1,900

                 

2 Mr. Aurangzeb Noor 2,135

                 

3 Mr. Azmat Akbar 700

                    

4 Mr. Irfan Noor 500

                    

5 Mr. Ali Anwar 1,224
                 

6 Mr. Muhammad Waqas 500
                    

7 Raja Nauman Jan Kiani 500
                    

5 Individuals 13,266,100

7 Banks, DFIS. NBFIS, Insurance Companies, Modarabas 2,481,241

Joint Stock Companies, Mutual Funds And Others

Total 15,754,800

Service Fabrics Limited

Details Of Pa�ern Of Shareholdings As On June 30, 2019

Shareholders Holding Ten Percent Or More In The Company

NIL
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