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About Cover Concept

Growth & Trust

The journey of life presents itself
with challenges, opportunities and
actions. In the various phases of
our existence we learn to move on,
test our strength, face the wrath
of realities and gain insight to our
vulnerabilities; to stand tall, proud
and unafraid.

This is a fruit of the right mindset
that is greatly influenced by relations
of love and trust that we make and
value. These associations play a vital
role in nurturing our personalities,
fulfilling its needs and helping us
plant our feet firmly in the ground to
avoid going astray.
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Our History

The story of ‘Servis’ begins with a group of
friends - young, energetic, fresh from college
- who established Service Industries in 1953,
the company went public in 1968.

These young men, named Ch. Nazar
Mohammad (Late), Ch. Mohammad Husain
(Late) — bath from Guijrat district and Ch.
Mohammad Saeed (Late) from Gujranwala
District, started business in 1941 on a small
scale in Lahore. At that time, they were only
manufacturing handbags and some other
sparts goods. Within years their business
flourished remarkably and they were
supplying their products to every corner of
India at the time of Partition.

In 1954, they installed a shoe manufacturing
plant at industrial area Gulberg, Lahaore. This
started production in the same year. The
industry started manufacturing various types
of shoes. Later management shifted the
factory from Lahore to Gujrat.

Humility, fairness, and respect were the
values close to the heart of these founders
and it were these values that led to
phenamenal success of the Group over the
years.

Today, the production side of the company
has flourished into Service Industries Limited
(SIL) which has world-class shaes, tyres,
tubes, and rubber production facilities in
Gujrat and Muridke. SIL is also the leading
exporter of footwear.

A humble venture of friends has grown into
a Group that makes a difference in lives of
millions of people every day today.
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Our Vision

To become a Global, World class and Diversified
Company which leverages its brands and its peaple.

Our Mission

e To be a result oriented and profitable Company
by consistently improving market share, quality,
diversity, availability, presentation, reliability and
customer acceptance.

e Toemerge as a growth oriented ensuring optimum
return and value addition to its shareholders.

e Toensure cost consciousness in decision making
and operations without compromising the
commitment to quality.

e Tocreate an efficient resource management and
conducive business environment. Evolving an
effective leadership by creating a highly professional
and motivated management team fully equipped to
meet any challenge.

e To keep abreast with modern technology and
designs to optimize production and enhance brand
image to attain international recognition for the
Company’s product.

e To set up highly ethical business standards and be
a good corporate citizen, contributing towards the
development of the national economy and assisting
charitable causes.

e To adopt appropriate safety rules and environment
friendly policies.
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Company Information

Board of Directors
Chaudhry Ahmed |aved

Chairman

Mr. Omar Saeed

Chief Executive

Mr. M ljaz Butt

Mr. Arif Saeed

Mr. Hassan Javed

Mr. Riaz Ahmed

Mr. Shaukat Ellahi Shaikh
Mr. Muhammad Amin

Mr. Manzoor Ahmed
(NIT Nominee)

Advisor
Ch. Ahmad Saeed

Company Secretary
Mr. Sultan Anwar

Chief Financial Officer
Mr. Muhammad Usman Amjad

Audit Committee
Mr. Manzoor Ahmed

Chairman

Mr. Hassan Javed
Member

Mr. Riaz Ahmed
Member

Mr. Muhammad Amin
Member

Human Resource &
Remuneration Committee:
Mr. Riaz Ahmed

Chairman

Mr. Arif Saeed

Member

Mr. Muhammad Amin
Member

Auditors
M/s S.M. Masood & Co.

Chartered Accountants

Legal Advisor

M/s Bokhari Aziz & Karim
2-A, Block-G, Gulberg-Il, Lahare.

Registered Office

Servis House

2-Main Gulberg, Lahore-54662.
Tel: 042-35751990-96

Fax: 042-35710593, 35712109
Email: sil@servis.com

Website: www.servisgroup.com

Shares Registrar

M/s Hameed Majeed Associates
(Put.) Limited

1st Floor, H.M. House, 7-Bank Square,

The Mall, Lahore.
Tel: 042-37235081-2
Fax: 042-37358817

Karachi & Lahore
Stock Exchange Symbol

SRVI

Factaories

e GT Road, Gujrat.
e Muridke-Sheikhupura Road,
Muridke.

Web Presence
WWW.Servisgroup.com

Bankers

Habib Bank Limited

United Bank Limited

MCB Bank Limited

Allied Bank Limited

Faysal Bank Limited

HSBC Bank Middle East Limited
SAMBA Bank Limited

Barclays Bank PLC, Pakistan
Standard Chartered Bank (Pakistan) Limited
Bank Alfalah Limited

Meezan Bank Limited

Management Team
(Footwear Division)

Mr. Jawwad Faisal
Chief Commercial Officer

Mr. Muhammad Usman Amjad
Chief Financial Officer

Mr. Ghulam Mohammad
General Manager - Gujrat Plant

Mr. Muhammad Sohail Akhtar Chaudhry

General Manager Sales

Mr. Hassan Ehsan
Head of Exports

Mr. Hyder Usman Chaudry

Head of Human Resource

Management Team
(Tyre and Tube Division)

Mr. Jawwad Faisal
Chief Commercial Officer

Mr. Muhammad Usman Amjad
Chief Financial Officer

Mr. Muhammad Ejaz
Country Manager Sales & Marketing

Mr. Ghulam Ahmad Cheema

General Manager

Mr. Ghazanfar Ali
Chief Technical Manager

Mr. Hyder Usman Chaudry

Head of Human Resource
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VValue Chain Stakeholder

Mr. Jurgen Cdlsch

Managing Partner - Caprice

R AIBTCEITE_Cinl

“Together we achieve
more than the sum of an
individual's work”

Customer: Caprice

“Years of practice and close adherence to standards
shaped into beauty, utility and excellence”

13 years ago, Caprice, started working with Service
Industries Limited, Lahore, Pakistan. Caprice demanded
and continue to demand a very high standard of quality,
both cosmetically as well as intrinsically. | must say that
all along this period of time, Service Industries Limited
responded in enthused manner. With the help and
cooperation of our designers and shoe technicians they
met extremely high quality standard required in European
Union. They adopted new techniques and technology. They
brought in production latest and state of art machinery
and trained in cooperation with our team on spot their
manpower to a level which is comparable with advanced
countries in the world. we have built together a complete
new state of the art quality and development center to
guarantee the quality standards for the future. Today
Service Industries Limited is one of the largest partner
suppliers of shoes to our company. Our team works hand
in hand with their team. | compliment the management
and technical team of Service Industries Limited for

their success. Both Caprice and Service preserve their
core values and purposes in their business strategies

and operating practices while meeting new challenges

in the changing world of shoe world. | am sure that our
relationship with Service, Pakistan will continue to remain
strong for infinite time.
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VValue Chain Stakeholder

Mr. Haseeb-ur-Rahman
Owner - Rahman Pak Progressive

11 s

“Together we achieve
more than the sum of an
individual’'s work”

Tyre distributor: Rahman Pak Progressive

“Perseverance, discipline and dedication to craft
perfection”

Our family is also known as “Punjabi Saudagran” and has
been involved in trading. Our association with trading
dates back to the time of our fore fathers. We have

had the opportunity to work with a number of local

and multinational companies as their distributors. Our
relationship with Service Industries Limited commenced in
1973 and since then there was no looking back. We have
witnessed them expand as industry market leaders in the
tyre division and enjoved our fair share of success with
this affiliation.

In the early days of our association with Service Industries
Limited, the tyre business was a minar segment. Under
the courageous leadership of the organization, Service
Industries Limited has attained the pinnacle of success
and today is considered to be the market leader in this
segment. We have found the management at Service
Industries Limited to be utterly professional with the
ability to seize opportunity at the right time. But most
importantly, we have found Service Industries Limited to
be a value driven organization.

It is our firm belief that their fierce inclination towards
ethics played a pivotal role in their success. We are
fortunate to be a part of Service Industries’ current
growth and future progress InshaAllah.
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VValue Chain Stakeholder

Mr. Klaus Freese
Managing Director - DESMA

“Together we achieve
more than the sum of an
individual’'s work”

Supplier: DESMA

“Growth through investment in Technology”

Service Industries Limited has grown phenomenally

from a domestic player to now where a major part of its
manufacturing capacity is sold to International footwear
brands and retailers. The company is greatly skilled in
extensive variety of types of shoe constructions with help
of a well-equipped design and development center.

We at DESMA are very proud of the fact that at the heart
of Service Industries’ growth are no less than six DESMA
injection machines, an obvious choice for the company

so determined to invest in the very best in technology.

It is their focus on adoption of new technology that has
kept them strong in highly competitive landscape of global
footwear industry. DESMA hopes to continue ta be a trust
worthy and reliable partner in future growth of this highly
innovative company.
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VValue Chain Stakeholder

“Together we achieve
more than the sum of an
individual’'s work”

Employee: M. Sultan Anwar
“Earning respect by respecting others”

| have had the honor to serve Service Industries Limited
for the longest period of time. My association with the
company dates back to 1962. It has been mare than
five decades, so it would be fair to say that | have spent
almost a lifetime at Service Industries Limited.

In these 50 years | have seen Service Industries Limited
grow into a company worth 12 Billion from having a
turnover of only a few Lacs, producing a wide range

of products, being the largest exporter of footwear in
the country and winning export awards for the tyre
segment. The rate of the organization's growth has been
phenomenal.

All along, | have personally grown in my career through
these years. | started my career at Service Industries
Limited as an accountant and acquired my professional
degree from the Institute of ICMA, while on job in 1977,
to become Cost and Management Accountant. In 1981, |
was promoted as Chief Accountant/CFO of the company
and that is the position on which | retired.

In my opinion the primary reason for the organization's
success has been the sincere and untiring efforts of the
employees and the management. | have no doubts in
stating that the organization will continue on its path of
growth and reward all stakeholders Ffairly.



To winin the

marketplace

you must frst

win in the
workplace
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Corporate Social Responsibility (CSR)

VYear after year we re-examine the relevance of our
carparate values and the guidance it offers. At Service

Industries Limited our code of conduct is an integral
part of our corporate principles. \We then question
our values and seek answers related to how we can
better serve our communities, customers, employees,
shareholders and our environment.

Service Industries Limited strives to be a good corporate.
Our Corporate Social Responsibility (CSR) is classified into
the following categories;

1.
2.
3.

Corporate Philanthropy

Community Investment

Other areas environmental protection,
industrial relation etc.
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Corporate Social Respaonsibility (CSR)

1. Corporate Philanthropy

"At Service Industries

Limited we stride the path

of advancement while
remaining accountable for our
actions and taking a moral
responsibility to do, what we
say we will"

Apart from progressing in the various aspects of
our own field, we are making incessant efforts for
improving the health and education sectaor of the
country. To ensure development in these areas, our
campany is involved in five projects;

Chaudhry Nazar Muhammad, Mohammad Hussain
Memorial Society Hospital

This project features an eight bed comprehensive
and well equipped hospital in Gandhra, Gujrat. It also
includes fully functional facilities like;

e  Operation Theater
e laboratory

e X-ray

e Ultrasound

Approximately 36,000 patients were treated in the
year 2012 in this hospital which offers free surgical
care to the patients residing in Gandhra and its
neighboring villages.



b)

d)

Service Free dispensary

Located in Gujrat this dispensary has been set up
especially for patients with low incomes. The patients
can get free medicines and consultation through

this dispensary. This dispensary also includes fully
functional and free facilities like;

e Ultrasound
o X-ray
e laboratory

Approximately 57,000 patients received free
medication and consultation in the year 2012 from
here.

Dar-ul-Kafala

Located in Lahore, this exclusive multi-residence
housing facility aims to provide shelter to the
homeless senior citizens of the city and its suburbs.
This cohesive projects provides;

e Recreational activities
e Events and gatherings
e Healthcare

e Meals

Service High School for Boys

Established in Gujrat this school serves as an
educational institute for the underprivileged students
in the area. A total of 256 students are enrolled in
this school.

Bagh-e-Rehmat

Set up in Lahore, this educational institute offers
both primary and secondary education options

for underprivileged boys and girls. More than 380
students are receiving education fram this institute.
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Corporate Social Respaonsibility (CSR)

2. Community Investment
a) Shalamar Hospital

This hospital was established in 1982 in Lahore,
with the help of the contribution made by the
founders of our company, Chaudhry Nazar
Mgohammad and Chaudhry Mohammad Hussain. It
is owned by the Businessman Hospital Trust (BHT)
which strives to provide health care services to
patients belonging to varying income groups with
special emphasis to those who belong to lower
and middle income groups. In 2012 a donation

of PKR 124 m was made by Service Industries
Limited to this medical facility.

Service Industries Limited also donates PKR 6 m
to other organizations, entities and NGOs, like;

e Lahore Businessmen Association for
Rehabilitation of Disabled — LABARD;

e Thalassemia Society of Pakistan;

e Pakistan Society far the Rehabilitation of the
Disabled — PSRD

e Abbasi Education Society;
e UCH Hospital;
e Kaghan Memarial Trust;

e Mukhtar Mai Women's Organization;
b) PEN- Progressive Education Network

Service Industries Limited spansors five schoals in
Gujrat that are managed by PEN.




b)

d)

Other Areas
Industrial Relations

The persanal productivity of our employees is the key
asset to our organization. With a family of mare than
8000 employees working in different areas, we are
proud to be the source of earning for them and their
families. The excellent mentaoring of our managers
and their work relationship with the subordinates
has enabled us to perfect efficient management at
workplace; a vital ingredient for the success of any
organization.

Employment of females and Special Persons

We are an equal opportunity employer and encourage
employment of women and people with special

needs in our work enviranment many of whom are
working at the different departments of the company.
Moreover, a separate production line in Gujrat factory
is managed by females and new line for females has
been started in Muridke factary.

Occupational Safety and Health

Our procedures have been gauged to provide a safe,
clean, injury and illness-free environment to our
employees. Also the staffis provided with the genuine
and most modern protective gear, which is required to
be worn as mandatory when performing any such job
responsibility.

Business Ethics and Anti-Corruption Measures

We are known for adhering to the highest principles
of business ethics. We have a commitment of
conducting our business with honesty and integrity
and in full compliance with applicable laws and
regulations. These principles are inculcated into

our work philosophy so that every employee can
associate with it at which ever positions they are
serving. This is the reason each year all the employees
and directors of the company sign a Statement of
Ethics & Business Practices, which explains that

Service Industries Limited e Annual Report 2012

It is the Company’s policy
to conduct its operations in
accordance with the highest
business ethical considerations,
to comply with all statutory
regulations and to conform to
the best accepted standards of
goaod corporate citizenship.

e) Consumer Protection Measures

We remain committed to producing quality
products and excelling the varying requirements
of our ever growing customer community. To us,
customer satisfaction is the foremast concern
and we cater to it by offering quality products
at competitive rates which are backed by solid
warranties.

F) Contribution to National Exchequer
During the year 2012 the company contributed

PKR 542 million towards national exchequer on
account of taxes, duties and levies.

21
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Notice of Annual General Meeting

Natice is hereby given that the 56th Annual General
Meeting of Shareholders of Service Industries Limited
will be held on Tuesday, April 30, 2013 at 10:00 a.m. at
Shalimar Tower Hotel, Adjacent Servis House, 2-Main
Gulberg, Lahare to transact the following business:

1. To confirm the minutes of the last Annual General
Meeting held on March 26, 2012.

2. To receive, consider and adopt the Audited
Accounts of the Company and the Directaors’
and Auditors’ Reports thereon for the year ended
December 31, 2012.

3. To approve the final cash dividend of Rs. 7.50/-
per share (75%) for the year ended December 31,
2012.

4. To appoint Auditors and to fix their remuneration.

Retiring Auditors M/s. S.M. Masood & Company,
Chartered Accountants, being eligible have offered
themselves for re-appointment.

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

By order of the Board

Date: April 1, 2013 Sultan Anwar
Place: Lahore Company Secretary



NOTES:

The Share Transfer Boaks of the Company will remain
closed from April 23, 2013 to April 30, 2013 (both
days inclusive). Transfers received in order by our
Company's Shares Registrar M/s. Hameed Majeed
Associates (Put.) Limited, 1st Floor, H.M. House,
7-Bank Square, The Mall, Lahore by the close of
business on April 22, 2013 will be considered in time
for entitlement of dividend.

A member entitled to attend and vote at the meeting
may appoint a proxy in writing to attend the meeting
and vote on the member's behalf.

Duly completed forms of proxy must be deposited
with the Company Secretary at the Registered Office
of the Company at Servis House, 2-Main Gulberg,
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Lahore not later than 48 hours before the time
fixed for the meeting.

Shareholders are requested to notify to the
Company's Shares Registrar any change in their
addresses immediately.

Members who have not yet submitted photocopy
of their computerized national identity cards to
the Company are requested to send the same at
the earliest.

CDC account holders will further have to follow
the guidelines as laid down in Circular No.1 dated
January 26, 2000 issued by the Securities &
Exchange Commission of Pakistan.
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Board of Directors

Ak
Chaudhry Ahmed Javed Mr. Omar Saeed Mr. M. Ejaz Butt

Chairman Chief Executive Officer Director

Mr. Arif Saeed Mr. Hassan Javed Mr. Riaz Ahmed

Director Director Director

-
Alox”
\ 7 g
Mr. Shaukat Ellahi Shaikh Mr. Muhammad Amin Mr. Manzoor Ahmed

Director Director Director (NIT Nominee)
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Group Executive Committee

Mr. Omar Saeed
Chief Executive Officer

Mr. Omar Saeed is a graduate of Brown
University and did his Masters in
Business Administration from Harvard
Business School. He is the Chief
Executive Officer of Service Industries
Limited since 2011. He ran Service
Sales Corporation as Chief Operating
Officer from 2002 to 2010 and is the

founder Chairman of Ovex Technologies.

He serves as a director on the boards
of Atlas Battery Limited, Mantaq
Systems, Premier BPO and Cinepax
Ltd. Mr. Saeed also serves as President
of Harvard Business School Club of
Pakistan and is an adjunct faculty
member at LUMS.

Mr. Arif Saeed

Director

Mr. Arif Saeed graduated from Oxford
University. He is the Directar of Service
Industries Limited. He served Dar Es
Salam Textile Mills Limited as Chief
Executive Officer from 1992 to 2006.
Mr. Saeed also served Lahore Stock
Exchange and All Pakistan Textile Mills
Association as Chairman and was

also on the board of Sui Northern

Gas Pipelines Limited. He is the Vice
Chairman of Punjab Daanish Schools
and Center of Excellence Autharity

and is also on the boards of Saif Textile
Mills Limited, Punjab Sacial Security
and Health Management Campany,
Punjab Industrial Estates Development
and Management Company and
Competitiveness Support Fund.

Mr. Hassan Javed
Director

Mr. Hassan Javed is a leather
technologist from Nene College United
Kingdom and Shoe Technologist from
ISMS School Czech Republic. He is the
Director of Service Industries Limited.
Mr. Javed also served the Service
Industries Limited in various capacities
most notably as the Resident Directar
of Gujrat for more than ten years. He
is currently the Chairman, Board of
Directors of Gujranwala Electricity
Supply Company.



Management Team

Shared
Services

Mr. Jawwad Faisal
Chief Commercial Officer

Mr. Muhammad Usman Amjad
Chief Financial Officer

Mr. Hyder Usman Chaudry
Head of Human Resource

Footwear
Division

Mr. Ghulam Mohammad

General Manager — Gujrat Plant

Mr. Hassan Ehsan
Head of Exports
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Tyre &
Divisio

Mr. Muhammad Ejaz
Country Manager Sales & Marketing

Mr. Ghulam Ahmed Cheema
General Manager — Tyre tube Div

Mr. Ghanzanfar Ali
Chief Technical Manager
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Statement of VValue Addition and its Distribution

Amount Percentage Amount Percentage
Wealth Generated
Sales 12,167,267 11,549,029
Less: Purchased Materials and Services (9,818,365) (9,144,364)
Other Income 58,005 40,570
Wealth Created 2406,907 2445,235
Wealth Distributed
Employee Remuneration, Benefits, and Facilities 1,687,048 70.08 1480,260 60.54
To Government
Taxation 65,081 270 101,251 414
Workers Welfare Fund 3,927 0.16 10,911 045
To Society
Daonations 18,319 0.76 18,647 0.76
To Lenders of Capital
Dividend 120,295 5.00 120,288 492
Finance Cost 322,151 13.38 237,695 972
Retained in Business
Depreciation 177114 736 158,819 6.50
Amortization 5,826 0.25 4,284 0.18
Retained Profit 7,045 0.29 313,080 12.80
190,086 790 476,183 1947
2406,907 100.00 2445,235 100.00
Distribution of Wealth - 2012 Distribution of Wealth - 2011
@ Employees
Government
® Society

® To lenders of Capital
Retained in Business
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Six Years at a Glance

2012 2011 2010 2009 2008 2007

Sales 12,167 11,549 9421 7680 6,393 4,521
Gross Profit 1,546 1,569 1,293 1,594 1,038 712
Profit Before Tax 192 535 488 936 478 236
Profit After Tax 127 433 328 661 341 161
Share Capital 120 120 120 120 120 120
Share Holder's Equity 2,020 2,013 1,700 1,522 1,042 755
Praoperty, Plant & Equipment 1,649 1,612 1425 1,024 887 830
Total Assets 6422 5633 4,543 3,651 3,342 2451
Net current assets 974 827 727 820 530 352
Market Value Per Share (Rupees) 167 195 240 266 61 161
Dividend (%)

Cash - Interim - 25 75

Cash - Final 75 100 75 125 75 45
Profitability (%)
Gross Profit 1271 13.59 13.73 20.75 16.24 1574
Profit Before Tax 1.58 463 518 1219 748 522
Profit After Tax 1.05 375 348 8.60 533 3.57
Return to Shareholders
R.O.E - Before Tax (%) 9.53 26.56 2871 6149 4591 3128
R.O.E - After Tax (%) 6.30 21.53 19.30 4342 32.70 21.38
E.PS - After Tax (Rupees) 10.59 36.03 27.28 54.94 28.32 1342
Price Earning Ratio 1578 541 8.80 4.84 215 12.01
Activity (Times)
Sales To Total Assets 1.89 2.05 2.07 210 191 1.84
Sales To Fixed Assets 738 716 6.61 750 720 545
Inventory Turnover Ratio 4.98 581 6.04 4.89 5.56 4.85
Interest Coverage Ratio 160 3.25 375 6.83 3.89 2.57
Liquidity/Leverage
Current Ratio (Times) 126 126 131 146 128 128
Break-up Value per Share (Rupees) 167.93 167.34 141.30 126.54 86.60 62.78
Total Liabilities To Equity (Times) 218 1.80 167 140 221 2.25

Debt Equity Ratio (Times) 19:81 14:86 16:84 14:86 30:70 39:61
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Financial Highlights

Sales Shareholder’s equity
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Balance Sheet

(Change from preceding year)

Horizontal Analysis

Equity and Liabilities

Share Capital & Reserve 0.35% 1842% 11.67% 46.12% 3795% 19.91%
Non-Current Liabilities 41.56% -341% 40.71% -1776% -11.55% 2.21%
Current Liabilities 18.51% 33.64% 32.19% -523% 53.05% -11.87%
Total Equity and Liabilities 13.87% 24.14% 2442% 9.26% 36.37% -1.27%
Assets

Non-Current Assets 2.92% 1371% 39.19% 13.06% 646% 19.93%
Current Assets 18.35% 28.97% 18.58% 783% 52.52% -9.88%
Total Assets 13.87% 24.14% 2442% 9.26% 36.37% -1.27%

Vertical Analysis

Equity and Liabilities

Share Capital and Reserve 3146% 35.70% 3742% 41.69% 3117% 30.81%
Non-Current Liabilities 9.94% 8.00% 10.28% 9.09% 12.08% 18.62%
Current Liabilities 58.60% 56.30% 52.30% 49.22% 56.75% 50.56%
Total Equity and Liabilities 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Assets

Non-Current Assets 26.23% 29.02% 31.69% 28.32% 27.37% 35.06%
Current Assets 7377% 70.98% 68.31% 71.68% 72.63% 64.94%

Total Assets 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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Profit and Loss Account

2012
(Change from preceding year)

Horizontal Analysis

Sales 535% 22.58% 22.67% 20.13% 4141% 17.84%
Cost of Sales 642% 22.78% 33.54% 13.66% 40.57% 16.97%
Gross Profit -145% 21.32% -18.84% 53.51% 4591% 22.69%
Distribution Cost 69.01% 19.75% 50.31% 19.63% 32.15% 715%
Admin & Other Expenses 5.76% 36.21% 1242% 30.89% 17.88% 19.10%
Finance Cost 35.53% 33.74% 10.79% -2.89% 9.88% -3.93%
Other Income 42.98% 10648% 773% 52.85% 90.11% -31.71%
Total Expenses 30.87% 2844% 2248% 1745% 1780% 9.01%
Net Profit Before Taxation -64.01% 9.57% -4787% 95.73% 10247% 64.15%
Provision for Taxation -3572% -36.65% -41.92% 100.08% 84.10% 62.01%
Net Profit After Tax -70.62% 32.08% -50.35% 93.97% 110.97% 65.16%
Vertical Analysis

Sales 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Cost of Sales 8729% 8641% 86.27% 79.25% 83.76% 84.26%
Gross Profit 12.71% 13.59% 13.73% 20.75% 16.24% 15.74%
Distribution Cost 448% 279% 2.86% 2.33% 2.34% 2.51%
Admin & Other Expenses 447% 446% 401% 438% 4.02% 482%
Financial Cost 2.65% 2.06% 1.89% 2.09% 2.58% 3.33%
Other Income -048% -0.35% -0.21% -0.24% -0.19% -0.14%
Total Expenses 11.13% 8.96% 8.55% 8.56% 8.76% 10.51%
Net Profit Before Taxation 1.58% 463% 518% 12.19% 748% 522%
Provision for Taxation 0.53% 0.88% 1.70% 3.58% 2.15% 1.65%

Net Profit After Tax 1.05% 3.75% 348% 8.60% 5.33% 3.57%
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ibip dum

The Board of Directors The Economy

Ca ke pleasure In presentlng Pakistan has been stuck in a low-income low-growth
annual report of your trap that has stunted economic growth in the country

company along with the for one of the longest stretches of time. However, it has

dt d F ial tat t shown signs of modest recovery in 2011-12. The FY 2012
audite INanciat statements ended with GDP growth of 3.7% against 3.0% last year.

for the year ended On the back of a lower rate of inflation, the State Bank of
December 31 2012. Pakistan has reduced interest rates by 250bps in 2012.

Current and fiscal deficit soared during the year and

the depreciating PKR posed severe threats to ongaing
economic stability and growth. A prolonged and worsening
energy shortage, an unstable political environment and
falling investment levels have made the economic outlook
appear weak.

Europe’s largest economies continue to have a torrid time,
as businesses battle slumping demand. The outlook for
Europe, your company’s major export market, remains
weak. The Euro has been a currency in crisis for the last
three quarters of 2012. Against these odds, we have
struggled to maintain our profitability despite marginal
topline growth in 2012.
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Business Review vy ﬂ j
r -

Financial results of the Company are as follows:- ‘
2012 2011 Variance
A
Sales (Net) 12,167 11,549 5%
Profit before taxation 192 535 -64%
Profit after taxation 127 433 71%
EPS (Rs) 10.59 36.03 71%

Despite overall revenue growth of 5% the company’s
profitability has reduced to 1.6% of sales fram a

healthy 4.6% of sales last year. This reduction is mainly
attributable to reductian in Gross Margins of 1%,
investment in marketing of 1% and increase in other costs,
mainly financial charges of 1%.

The year 2012 is a good example of benefits of
diversification in business. While it was a difficult year
for your company’s Footwear business, the Tyre and Tube
business enjoyed healthy growth in both top and bottom
line. In Footwear both domestic and export businesses
suffered for a variety of reasons. Weakness in domestic
demand in the first half of the year was followed by a
weakness in export margins and volumes in the second
half of the vear.

Footwear

The declining trend on Footwear sales from Q3, 2011 Footwear Revenue
(Rupees in million)

continued till Q3, 2012. This trend started recovering in Q4

where revenue increased by 11% QoQ. ~

1,816
1,875
1,707
1,961
1,689
1,794

Footwear sales during the year decreased from Rs. 7.27
billion to Rs. 6.62 billion, a decline of 9%. Export revenue
declined by 13% whereas domestic revenue was lower by
6% compared to 2011.

Your company was able to recover fram quality related

problems in 2012. However, lack of price increase from
export customers, weakening of Eura against PKR and low m 2012
productivity at factory level resulted in significant margin 2o
pressure in this business. In 2011, your company focused

on geographical diversification of its customer base to
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reduce dependence on Europe. The results of these
efforts are quite encouraging as is evident from Q4
growth.

Tyres and Tubes

This segment has been the growth engine of your
company during the year 2012. The Tyre and Tube
sales increased by 30% from Rs. 4.22 billion in 2011 to
Rs. 548 billion in 2012.

The growth is mainly attributable to motorcycle tyre
and tube business where your company was able to
gain market leadership. For the first time your company
has launched a nationwide media campaign for its tyre
business which was very well received.

The focus on diversification of export markets
cantinues and there is an increase of 26% in export

revenue in 2012 compared to last year. Your company
was awarded with “Best Export Performance Award”
by Federation of Pakistan Chambers of Commerce and
Industry (FPCCI).

We have successfully increased our capacity both for tyres
and tubes last year. This enhanced capacity will help meet
yaur company’s growth plans in future. The management
of your company will keep an investing in capacity
wherever it finds oppartunities for growth.

The weak rupee has been a constant challenge, as
practically all our raw materials as well as machinery and
equipment for the tyre business is imported.

Future Outlook

Economic activity in the country is expected to remain
subdued in the medium-term mainly due to continuing
domestic concerns, including large fiscal deficits, high
inflation and energy and infrastructure constraints..

We consider 2013 to be a better year for our footwear
business where we expect to regain the momentum both
in top line and bottom line. The order book is quite healthy
for both domestic and expart businesses for the first half
of the year. Barring any unforeseen events, we expect to
return to double digit growth in our footwear business.
Recently Pakistan has got the benefit of preferential
access to European markets (5% duty waiver in case of
footwear) for 75 export items. This will remain in effect
till December 31, 2013 and will help boost exports of
footwear ta this region.

Tyre and Tube business is expected to follow healthy
growth pattern. The company will continue focusing on its
diversification strategy both in terms of new customers
and products and will also continue ta identify new
markets for exports.

Safety and Environment
All efforts are made to make all processes environment

friendly, safe and efficient. The Company complies with
the standards of safety rules and regulations.



Audit Committee

The Board of Directors in compliance with the Code

of Carporate Governance has established an audit
committee. During the year 4 meetings of the committee
were held.

Human Resources and Remuneration Committee

The Board of Directors of the Company in compliance
with the Code of Corporate Governance has established
the human resource &€ remuneration committee. Majority
of the members of the Committee are non-executive
Directors. Three meetings of the Committee were held
during the year.

Appropriations for the year 2012

Your Directors have recommended payment of cash
dividend @ Rs. 7.50/- per share (75%).

Un-appropriated profit brought forward 717

Profit for the year 2011 433.37
Interim dividend @ Rs. 2.5 per share 2011 (30.07)
Final dividend ® Rs. 10.0 per share 2011 (120.29)
Transfer to reserve (200.00)
Net profit after tax for the year 2012 12734
Total available for appropriation 21752
Appropriation

Final dividend @ Rs. 7.50 per share 2012 90.22
Transfer to reserve -
Un-appropriated profit carried forward 12730
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Compliance with Code of Corporate Governance

The requirements of the Code of Corporate
Governance set out by the Karachi and Lahore Stock
Exchanges in their Listing Rules, relevant far the year
ended December 31, 2012 have been duly complied
with. The Directors confirm the Compliance of
Corporate Governance and statement to this effect is
annexed.

Statement on Corporate and
Financial Reporting Framework

e The financial statements, prepared by the
management of the Company, present fairly its
state of affairs, the results of its operations, cash
flows and changes in equity.

e  Proper books of accounts of the Campany have
been maintained.

e Appropriate accounting policies have been
consistently applied in preparation of financial
statements and accounting estimates are based
on reasanable and prudent judgment.

e International Accounting Standards, as applicable
in Pakistan, have been followed in preparation of
financial statements and any departure there from
has been adequately disclosed.

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

e There are no significant doubts upon the
Company's ability to continue as a going concern.
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e There has been no material departure from the best

practices of carporate governance, as detailed in the

listing regulations.

e The key operating and financial data for the last six

years is annexed.

e The Directors, their spouses, minor children, CFO and
Company Secretary did not trade in the shares of

the Company. The holding of following Directors and
their spouses had changed due to mediation by the
mediator appointed by the sponsor’s family members.

Detail is given below:

S.No Name

1 Mr. Omar Saeed

2 Mr. Arif Saeed

3 Chaudhry Ahmed |aved

4 Mr. Hassan Javed

5 Mrs. Najma Butt w/o
Mr. M. ljaz Butt

6 Mrs. Fatima Saeed w/o

Mr. Arif Saeed

No of Shares

896,952
896,952
1,314,655
479,316

375,044

62484

e The value of investments of provident, gratuity and
pension funds based on their accounts were as

follows:

Provident fund (Un-Audited)
Gratuity fund  (Un-Audited)
Pension fund  (Un-Audited)

Rs. 719.71 million
Rs. 4775 million
Rs. 5729 million

e During the year under review six (06) board meetings

were held The attendance of the directors is as

follows:

Director's Name Meetings Attended

Mr. Omar Saeed
Chaudhry Ahmed |aved
Mr. M ljaz Butt

Mr. Arif Saeed

Mr. Hassan Javed

Mr. Riaz Ahmad

Mr. Manzoor Ahmad

Mr. Muhammad Amin
Mr. Shaukat Elahi Sheikh

6
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The directors who could not attend the meetings were
granted leave of absence.

Auditors

The Auditors, M/s. S.M. MASOOD & CO., Chartered
Accountants retire and offer themselves for re-
appointment. The Directors, on the recommendation
of the Audit Committee propaose M/s. S.M. MASOQD &
CQ., Chartered Accountants, Lahore as auditors for the
financial year 2013.

Pattern of Shareholding

The pattern of shareholding as on December 31, 2012
is annexed with this report.

Corporate Social Responsibilties

Disclosure as required by Carporate Social
Responsibility General Order, 2009 is annexed and
forms part of this report.

Acknowledgement

On behalf of the Board of directors and emplayees, we
express our gratitude and appreciation to all our valued
customers, distributors, dealers, financial institutions
and shareholders for the trust and confidence shown in
the Company.

The directors would like to express their sincere
appreciation for the hard wark and dedication shown
by the management and employees of the company
throughout the year.

In the end may Allah bestow his blessings on our
country, our Campany and all our stafffworkers so that
we continue to prosper and achieve good business
results.

Far and on behalf of the Board

Date: April 1, 2013 Omar Saeed
Place: Lahore Chief Executive















Detailed Categories of Shareholders

as an December 31, 2012

Sr. # Name

Service Industries Limited o Annual Report 2012 89

No. of Shares Held

Chief Executive Officer

Mr. Omar Saeed (CEQ) 840,246
Directors and their spouses
1 Chaudhry Ahmed Javed 1,954,286
2 Mr. Arif Saeed 942,295
3 Mr. M. ljaz Butt 40,069
4 Mr. Hassan |aved 702,365
5 Mr. Riaz Ahmed 4,000
6 Mrs. Najma Butt W/O Mr. M. ljaz Butt 477218
7 Mrs. Fatima Saeed W/O Mr. Arif Saeed 94,937
4,215,170
Associated Companies, Undertakings and Related Parties
1 M/s Shahid Arif Investments (Put) Limited 10,144
10,144
NIT and ICP
1 M/s Investment Corporation of Pakistan 900
2 National Investment Trust Limited 43,314
44,214
Banks, Development Financial Instituations, Non Banking Financial Instituations
1 Msmaniar Financials (Put) Limited 26
2 Seven Star Securities (Put) Limited 500
3 A.l. Securities (Put) Limited 1,500
4 Mohammad Munir Mohammad Ahmed Khanani Securities 14,800
5 Awj Securities (SMC-Private) Limited 500
6  The Bank of Punjab, Treasury Division 347807
7 Time Securities (Puvt) Limited 1,000
8 SME Bank Limited 72
9 Adeel &€ Nadeem Securities (Put) Limited 13
10  Zillion Capital Securities (Put) Limited 2,500
11  DJM Securities (Put) Limited 15,800
12 Value Stock Securities (Put) Limited 10,000
13  ACE Securities (Put) Limited 54
14 National Bank of Pakistan 160,113
15  National Bank of Pakistan 842,126
16  Pyramid Investments (Put) Limited 130
17 Nh Securities (Put) Limited 72
18  The Bank of Khyber 38,537
18  M/s Borjan (Put) Limited 1,605
20 Y.S. Securities & Services (Put) Limited 122
21  Haral Sons (Put) Limited 900
22 Faysal Bank Limited 337590
23 M/s Fateh Industries Limited 145
24 M/s West Pakistan Tanks/Terminals Limited 15
25 UHF Consulting (Put) Limited 12
26 Intermarket Securities Limited 4,500
27 Prudential Securities Limited 594
1,781,033

Categories continued on next page...
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Detailed Categories of Shareholders

as on December 31, 2012

Sr. # Name

No. of Shares Held

Insurance Companies

1 EFU Life Assurance Limited 4,354
2 Askari General Insurance Ca. Limited 1,000
5,354
Modarbas and Mutual Funds
1 CDC - Trustee AKD Opportunity Fund 21,536
2 CDC - Trustee NIT - Equity Market Opportunity Fund 83440
3 National Bank of Pakistan - Trustee Department NI(U)T Fund 1,681,975
4 Golden Arrow Selected Stocks Fund Limited 49,588
1,836,539
General Public (Local) 2,812,241
Others
1 The Trustee, Ghulaman E Abbas Educational & Medical Trust 364
2 Trustee Service Provident Fund 355,307
3 M/s Service Charitable Trust 11,587
4 Deputy Administrator Abandoned Properties Organization 12,090
5 Dar-Es-Salaam Textile Mills Limited / Staff Provident Fund Trust 4,500
383,848
Grand Total 12,028,789
Shareholders holding 5% or more
1 Chaudhry Ahmed Javed 1,954,286
2 Mr. Omar Saeed (CEO) 940,246
3 Mr. Arif Saeed 942,295
4 Mr. Hassan |aved 702,365
5 Mrs. Shahida Naeem 799,774
6 Ch. Ahmad Saeed 610460
7 National Bank of Pakistan - Trustee Department NI(U)T Fund 1,681,975
8  National Bank of Pakistan 1,002,239

Total:

8,633,640
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Form of Proxy
SERVICE INDUSTRIES LIMITED

I/we s/o, d/o, w/o

being a member of SERVICE INDUSTRIES LIMITED holding

ordinary shares hereby appoint of

or failing him/her aof

member of SERVICE INDUSTRIES LIMITED as my/our proxy in my/our absence to attend and vate for me/us
and on my/our behalf at the 56th Annual General Meeting of the company ta be held on Tuesday, April 30,
2013 at 10:00 am and at any adjournment thereof.

As a witness my/our hand/deal this day of 2013

signed by the said

in the presence of 1.

Folio /CDC Account No. Signature on revenue

Stamp of approved value

(Signature should agree with

the specimen signature
registered with Company)

Important:

L This proxy form, duly completed and signed, must be received at the registered office of the company,
Servis House, 2-Main Gulberg, Lahore not less than 48 hours before the time of holding the meeting.

2. No person shall act as proxy unless he himselfis a member of the company, except that a Company/
Institution may appoint a person who is not a member of the company.

3. IF the member appoints more than ane proxy, all such forms of proxy shall be rendered invalid.

For CDC Account Holders/Corporate Entities:

In addition to the above requirements have to be met.

i. The proxy form shall be witnessed by two persans whose name, address and CNIC numbers shall be
mentioned on the form.

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

i The proxy shall produce his original NIC or original passport at the time of meeting.

iv. In case of carparate entity, the Board of Directors resolution/power of attorney with specimen
signatures shall be submitted (unless it has been provided earlier) along with the proxy form to the
company.



The Company Secretary

SERVICE INDUSTRIES LIMITED
Servis House, 2-Main Gulberg,
Lahore-54662, Pakistan.
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