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CHAIRMAN REVIEW REPORT 

 

BUSINESS REVIEW 

 

On behalf of the board of directors of Service 

Fabrics Limited, we are pleased to submit the 

Chairman Review report and the half yearly 

reviewed financial statements of the Company for 

the six-month ended December 31, 2020. 

  

OVERVIEW  

 

During the half 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.  

The loss amounting Rs.0.354 million shown in 

accompanying financial 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. 

 

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. 

 

ACKNOWLEDGEMENT 

 

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. 

 

      

 

 

(AFTAB AHMED CHAUDHRY)  

Chairman 

 

Dated: February 25, 2021 

Lahore  
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DIRECTORS’ REPORT  

 

During half yearly ended December 31, 2020 

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.0.354 million shown in 

accompanying financial statements is only 

because of administrative expenses incurred 

during the period as no operational activities 

were carried out during last year 

Management of the company has identified other 

means and sources of financing for restructuring. 

The management is confident that their plans 

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 December 31, 2020 vide letter 

No SVC/SECP/210201 dated February 12, 

2021.  The company remained unable to prepare 

consolidated financial accounts for the period 

ended December 31, 2020 due to non-

availability of books of accounts. 

 

During year 2016-17, Securities and Exchange 

Commission of Pakistan (SECP) had filed 

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 efficiencies by optimizing the 

business processes. 

 

COMMENTS ON AUDITOR’S REPORT 

 

a) GOING CONCERN  

Management has 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: - 
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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 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: - 

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- 

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 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 verified 

from company legal documents. Further, the 

subsidiary company has made an application to 

Pakistan stock exchange Limited for surrender of 

Trading Right Entitlement Certificate (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 confirm 

the following: 

i. The financial 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 flow and changes in equity. 
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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. 

 

viii. The key operating and financial data for the 

last six years is annexed in the financial 

highlights. 

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. 

 

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. 

      

For and on Behalf of the Board 

 

 

              

(MUZAFFAR AHMED VIRK)  

Chief Executive Officer 

 

Dated: February 25, 2021  

Lahore  
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Independent Auditors’ Report to the Members on 

Review of Condensed Interim Financial Information 
 

Introduction 
 

We have reviewed the accompanying unconsolidated condensed interim statement of financial 
position of SERVICE FABRICS LIMITED as at December 31, 2020 and the related 
unconsolidated condensed interim statement of profit or loss, condensed interim statement of 
comprehensive income, condensed interim statement cash flow and condensed interim 
statement of changes in equity together with the notes forming part thereof (here-in-after 
referred to as ’the condensed interim financial information’) for the six-month period then ended. 
Management is responsible for the preparation and presentation of this interim financial 
information in accordance with approved accounting and reporting standards as applicable in 
Pakistan for interim financial reporting. Our responsibility is to express a conclusion on these 
financial statements based on our review. 

 
The figures included in the condensed statement of interim profit and loss for the quarters ended 
December 31, 2020 and December 31, 2019 have not been reviewed, as we are required to review 
only the cumulative figures for half year ended December 31, 2020. 

 

Scope of Review 
 

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

 
Basis for Adverse Conclusion: - 

 
1. The Company has not amortized the un-secured and interest free long-term financing of Rs. 

162.1 14 million (Note 0 to the financial statements), as required by IFRS 9 (Financial 
Instruments). 
 

2. Financing from other as on December 31, 2020 amounting to Rs. 157.83 7 million (Note 8 to the 
financial statements) has been included in long term financing which, in the absence of any 
written terms and conditions with the lender, should have been shown in current liabilities. 

 

3. In the absence of any agreement or relevant documents, we did not verify the amount Rs. 10,028,20 
5/- received by the company on behalf of its subsidiary company HIV Securities (Private) Limited 
against sale of subsidiary company’s shares of ISE Towers REIT management (Note 09 to the 
financial statements). 

 
Further the subsidiary has filed an application to Pakistan Stock Exchange regarding the 
surrender of TREC (Trading Right Entitlement Certificate) which give rise to significant 
uncertainty as the ability of the subsidiary to continue operations has going concern in the 
foreseeable future. However, these financial 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 tested for impairment/expected credit loss as per IFRS 
9 on investment in subsidiary of Rs. 15,628,9 69 (Note 5 to the financial statements). 
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2. 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, 2020 (Note 8 to the 
financial statements). 

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

Others of Rs. 34.215 Million as on December 31, 2020 (Note 11 to the financial 
statements); 

 
4. As explained in Note 1.2, the Company has prepared the financial statements on the 

going concern assumption. However, as on December 31, 2020, the Company has 
accumulated loss Of Rs. 361.10 million (June 30, 2020: Rs. 360.749 million), negative 
equity of Rs. 203.555 million (June 30, 2020: 203.201 million) and its liabilities exceed 
its assets by Rs. 48.042 million (June 30, 2020: Rs. 47.688 million) as at the balance 
sheet date. The Company has incurred net loss of Rs. 354,465/- during the period. 
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. I n view of these matters, the 
going concern assumption used in the preparation of the financial information is not 
appropriate. The Company way 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 the 
financial information. 

 

Adverse Conclusion 

Our review indicates that, because of the effect of matters described in preceding 
paragraph 1 to 6. This unconsolidated condensed interim financial statement does not 
give true and fair view as of and for the half year ended December 31, 2020 is not 
prepared in all material respect, in accordance with the accounting and reporting 
standards as applicable in Pakistan for interim financial reporting. 

 
Emphasis of Matter 

 
We draw attention to note 2.6 to the financial statements which describes the matter related 
to non-preparation of consolidated financial statements. Our opinion is not qualified in 
respect of this matter. 

 
The engagement partner on the audit resulting in this independent auditor's report is 
Shahzad Qazi (FCA). 

 

CROWE HUSSAIN CHAUDHURY & CO. 

Chartered Accountants 
 
 
 
Dated: February 25, 2021  
Islamabad   
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If Undelivered Please Return to: 

 

SERVICE FABRICS LIMITED 

Office # 505, LSE Plaza, 19 Khayaban-e-Aiwan-e-Iqbal, Lahore-54000, Pakistan 

Phone: +92-42-36304406 Fax: +92-42-36304408 

 

 


