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

to submit the Directors review report and the un- audited nancial statements 

of the Company for the half year then on December 31, 2019.

CHAIRMAN REVIEW REPORT
BUSINESS REVIEW

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. 1.18 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:

OVERVIEW
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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.



Dated: February 26, 2020
Islamabad

(IRFAN NOOR) 

Chairman
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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.

CODE OF CONDUCT

The company strictly complies with the standards of the safety rules & 

regulations. It also follows environmental friendly policies.

SAFETY AND ENVIRONMENTS

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.

BUSINESS PLANS & ACHIEVEMENT OF TARGETS

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 their commitment, 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.

ACKNOWLEDGMENT



DIRECTORS' REPORT

During the last half of the year, 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. 1.18 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.
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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.

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:

SERVICE FABRICS LIMITED
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“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.

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.

SERVICE FABRICS LIMITED
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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.

SERVICE FABRICS LIMITED
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viii. The key operating and nancial data for the last six years is
  annexed in the nancial highlights.

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.

Dated: February 26, 2020
Islamabad. (HARIS AHMED) 

Chief Execu�ve Officer

For and on Behalf of the Board

SERVICE FABRICS LIMITED
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Independent Auditors' Report to the Members on
Review of Condensed Interim Financial Information

We have reviewed the accompanying unconsolidated condensed interim statement of 

nancial position of SERVICE FABRICS LIMITED as at December 31, 2019 and the 

related unconsolidated condensed interim statement of prot and loss, condensed 

interim statement of comprehensive income, condensed interim statement cash ow 

and condensed interim statement of changes in equity together with the notes forming 

part thereof (here-in-after referred to as 'the condensed interim nancial information') 

for the six-month period then ended. Management is responsible for the preparation 

and presentation of this interim nancial information in accordance with approved 

accounting and reporting standards as applicable in Pakistan for interim nancial 

reporting. Our responsibility is to express a conclusion on these nancial statements 

based on our review.

The gures included in the condensed statement of interim prot and loss for the 

quarters ended December 31, 2019 and December 31, 2018 have not been reviewed, 

as we are required to review only the cumulative gures for half year ended December 

31, 2019.

Introduction

We conducted our review in accordance with the International Standard on Review 

Engagements2410, “Review of Interim Financial Information Performed by the 

Independent Auditor of the Entity.” A review of interim nancial information consists of 

making inquiries, primarily of persons responsible for nancial and accounting 

matters, and applying analytical and other review procedures. A review is substantially 

less in scope than an audit conducted in accordance with International Standards on 

Auditing and consequently does not enable us to obtain assurance that we would 

become aware of all signicant matters that might be identied in an audit. Accordingly, 

we do not express an audit opinion.

Scope of Review

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

free) amounting to Rs. 162.231 million (disclosed in Note 8 to the nancial 

statements) as required by IFRS 9 (Financial Instruments – Recognition and 

Measurement). Financing from other as on December 31, 2019 amounting to Rs. 

157.84 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.

Basis for Adverse Conclusion:-

1.
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In the absence of any agreement or relevant documents, we did not verify the 

amount of 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 9 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 5.

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

Financing from Banking Companies of Rs. 4.276 million as on December 31, 2019 

as appearing in Note 8 to the nancial statements.

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

Others of Rs. 34.215 Million as on December31, 2019 as appearing in Note 11 to 

the nancial statements;

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

the going concern assumption. However, as on December 31, 2019, the Company 

has accumulated loss of Rs. 359.76 million (June 30, 2019: Rs. 358.58 million), 

negative equity of Rs. 202.217 million (June 30, 2019: 201.035 million) and its 

liabilities exceed its assets by Rs. 46.70million as at the balance sheet date. The 

Company has incurred net loss of Rs. 1.18 million during the year. Further 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.

3.

4.
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Our review indicates that, because of the effect of matters described in preceding 

paragraph1 to 5. This unconsolidated condensed interim nancial statement does 

not give true and fair view as of and for the half year ended December 31, 2019 is 

not prepared in all material respect, in accordance with the accounting and 

reporting standards as applicable in Pakistan for interim nancial reporting.

Adverse Conclusion

We draw attention to note 2.6 to the nancial statements which describes the 

matter related to non-preparation of consolidated nancial statements. Our opinion 

is not qualied in respect of this matter. 

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

is Shahzad Qazi (FCA).

Emphasis of Matter

SERVICE FABRICS LIMITED
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HORWATH HUSSAIN CHAUDHURY & CO.
Chartered Accountants

Date: February 26, 2020  
Islamabad
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December 31, June 30,
2019 2019

Note (Un-Audited) (Audited)

ASSETS

Non Current Assets

Advance for purchase of operating xed assets 4 1,000,000

            

1,000,000

            

Investment in subsidiary 5 15,628,969

          

15,628,969

          

16,628,969

          

16,628,969

          

Current Assets

Receivable from broker 2,287

                   

2,287

                  

Advance income tax 37,295

                 

37,295

                

Cash and bank balances 6 353,285

               

769,793

              

392,867

               

809,375

              

17,021,836

          

17,438,344

          

EQUITY AND LIABILITIES

Share Capital and Reserves

Authorized share capital:
16,000,000 (June 30, 2018: 16,000,000) ordinary shares

of Rs. 10 each 160,000,000        160,000,000        

Issued, subscribed and paid up capital 7 157,548,000
        

157,548,000
        Accumulated loss (359,765,174)

       
(358,583,743)

       
(202,217,174)

       

(201,035,743)

       
Liabilities

Non Current Liabilities

Long term nancing 8 162,114,011

        

162,114,011

        

Payable to Subsidiary 9 10,028,205

          

10,028,205

          
Current Liabilities

Gratuity payable 324,847

               

324,847

              

Loan from director 10 3,538,496

            

3,048,573

            

Trade and other payables 11 40,925,260

          

40,650,260

          

Unclaimed Dividend 491,058

               

491,058

              

Provision for taxation 1,817,133

            

1,817,133

            

47,096,794 46,331,871
Contingencies and Commitments 12 -

17,021,836 17,438,344

SERVICE FABRICS LIMITED

UNCONSOLIDATED CONDENSED INTERIM BALANCE SHEET (UN-AUDITED)

AS AT DECEMBER 31, 2019

The annexed notes form an integral part of the unconsolidated condensed interim nancial

information (un-audited).



December 

31, 2018

December 31, 

2018

Note

Sales -

                 

-

               

-

               

-

                 

Cost of sales -

                 

-

               

-

               

-

                 

Gross Profit -

                 

-

               

-

               

-

                 

Administrative expenses 13 (1,181,431)

     

(708,430)

      

(877,171)

      

(366,308)

       

Operating (Loss) (1,181,431)

     

(708,430)

      

(877,171)

      

(366,308)

       

Other operating expenses -

                 

-

               

-

               

-

                 

Other income - Dividends -

                 

-

               

-

               

-

                 

-

                 

-

               

-

               

-

                 

-

               
-

                 

(Loss) before Taxation (1,181,431)
     

(708,430)
      

(877,171)
      

(366,308)
       

Taxation -                 -               -               -                  

Net (Loss) for the Period (1,181,431)
     

(708,430)
      

(877,171)
      

(366,308)
       

(Loss) per Share - Basic and Diluted (0.075)

         

(0.045)

       

(0.056)

       

(0.023)

        
The annexed notes form an integral part of the unconsolidated condensed interim nancial information 
(un-audited).

Rupees Rupees

SERVICE FABRICS LIMITED

UNCONSOLIDATED CONDENSED INTERIM PROFIT AND LOSS ACCOUNT

(UN-AUDITED)

FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

Half Year Ended Quarter Ended

December 31, 

2019

December 

31, 2019

SERVICE FABRICS LIMITED
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December 31, 

2018

(Loss) before Taxation (1,181,431)

         

(708,430)

             

Other comprehensive income

Items that may be reclassified 
subsequently to the profit or loss -

                     

-

                     

Items that will not be reclassified 
subsequently to the profit or loss -

                     

-

                     

Total Comprehensive (Loss) for the period (1,181,431)

         

(708,430)

             

The annexed notes form an integral part of the unconsolidated condensed interim nancial

information (un-audited).

SERVICE FABRICS LIMITED

UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHANSIVE INCOME

FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

(UN-AUDITED)

Half Year Ended

December 31, 

2019

------------------------ Rupees  -------------------
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December 31, December 31,
2019 2018

Rupees Rupees

CASH FLOW FROM OPERATING ACTIVITIES

(Loss) before taxation (1,181,431)

             

(708,430)

             

Adjustments:
- Diminution in value of investments carried at 

fair value through prot and loss -

                          

-

                     

- Other income - Dividends -

                          

-

                     

Cash flows in/(out) before working capital changes (1,181,431)

             

(708,430)

             

Increase in liabilities:
-  Trade and other payables 275,000

                  

-

                     

-  Receivable from broker
Increase in assets:
-  Loans and advances -

                          

-  Recievable from broker -
                          

5,239
                  

-  Advance income tax -
                          

-
                     

Net Cash Generated from Operating Activities (906,431)                (703,191)             

CASH FLOW FROM INVESTING ACTIVITIES

Investment in subsidiary -

                          

-

                     Dividend received -

                          

-

                     
Investment in equity instruments -

                          

-

                     Net Cash Used in Investing Activities -

                          

-

                     
CASH FLOW FROM FINANCING ACTIVITIES

Dividend paid -

                          

Director Loan 489,923

                  

(2,064,000)

          

Payable to subsidiary -

                          

2,214,103

           

Long term nancing -

                          

117,000

               

Net Cash Generated from Financing Activities 489,922

                  

267,102

               

Net Increase/(decrease) in Cash and Cash Equivalents (416,509)

                

(436,089)

             

Cash and cash equivalents at the beginning of the period 769,794

                  

1,396,588

           

Cash and Cash Equivalents at the End of the Period 353,285 960,499

The annexed notes form an integral part of the unconsolidated condensed interim nancial information

(un-audited).

SERVICE FABRICS LIMITED

UNCONSOLIDATED CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2019



Share Accumulated

Capital Loss Total

Rupees Rupees Rupees

Balance as on June 30, 2018 157,548,000

         

(357,282,950)

           

(199,734,950)

        

Total comprehensive (loss) for the six months 

  period ended December 31, 2018 -
                        

(708,430)
                   

(708,430)
               

Balance as on December 31, 2018 157,548,000         (357,991,380)           (200,443,380)        

Balance as on June 30, 2019 157,548,000

         
(358,583,743)

           
(201,035,743)

        
Total comprehensive (loss) for the six months 

  period ended December 31, 2019 -

                        

(1,181,431)

                

(1,181,431)

            Balance as on December 31, 2019 157,548,000

         

(359,765,174)

           

(202,217,174)

        

SERVICE FABRICS LIMITED

UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY

FOR THE HALF YEAR ENDED DECEMBER 31, 2019

(UN-AUDITED)

The annexed notes form an integral part of the unconsolidated condensed interim nancial information

(un-audited).
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