








INDEPENDENT AUDITORS’ REVIEW REPORT  
To the members of Mubarak Textile Mills Limited 
Report on review of Interim Financial Statements 
 
Introduction 
 
We have reviewed the accompanying condensed interim statement of financial position of Mubarak Textile 
Mills Limited as at December 31, 2020 and the related condensed interim statement of profit or loss, 
condensed interim statement of comprehensive income, condensed interim statement of changes in equity 
and condensed interim statement of cash flows together with the selected notes forming part thereof, for 
the six month period then ended (hereinafter referred to as the “interim financial statements”). Management 
is responsible for the preparation and presentation of the interim financial statements in accordance with 
accounting and reporting standards as applicable in Pakistan. Our responsibility is to express a conclusion 
on these financial statements based on our review. 
 
The figures included in condensed interim statement of profit or loss and condensed interim statement of 
comprehensive income for the quarters ended December 31, 2020 and 2019 and the notes forming part 
thereof have not been reviewed by us and we do not express a conclusion on them as we are required to 
review only the cumulative figures for the six months period 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 statements 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 
 
We believe that the procedures we have performed are sufficient and appropriate to provide a basis for 
our adverse conclusion and we report that: 
 
a) The company has suffered a loss of Rs 0.333 million (2019: Rupees 1.238 million) during the period 

ended December 31, 2020 and as on that date its accumulated losses stood at Rupees 93.34 million 
(Rupees 94.095 million: June 30, 2020). As on this date, the company’s current liabilities exceeded its 
current assets by Rupees 14.296 million (Rupees 15.649 million: June 30, 2020). The Company 
through special resolution dated October 31, 2009 accorded approval of its shareholders for sale of its 
plant & machinery and to lease out factory buildings to sustain its working capital requirements; 
moreover, the Company’s plan to enter into trading business in the near future as envisaged by the 
management has not yet materialized, and we were neither provided with future projections of the 
Company nor alternate business plan to revive the Company to support going concern assumption. 
Further, Additional Registrar of Companies, Securities and Exchange Commission of Pakistan has 
filed winding up petition in the Lahore High Court, Lahore in 2019 against the Company which is 
pending for adjudication. 
 
These conditions and events indicate material uncertainty that may cast significant doubt about the 
Company’s ability to continue as a going concern and therefore it may not be able to realize its assets 
and discharge its liabilities in normal course of business. Because of the circumstances and events as 
mentioned herein, we concluded that the Company cannot be considered to be a going concern and 
thus the preparation of these interim financial statements on a going concern basis is inappropriate.  

 



b) It was noted that the company has leased out factory building against which it earned rental income 
during the period. The factory building was leased out in order to meet the working capital requirements 
of the Company, for which approval through special resolution dated October 31, 2009 was obtained 
as required under Section 196 of the repealed Companies Ordinance, 1984 (now Section 183 of the 
Companies Act, 2017). The said factory building has been classified under International Accounting 
Standard (IAS) 16 -Property, Plant and Equipment, whereas it should have been classified under 
International Accounting Standard (IAS) 40 - Investment Property. In the absence of approval of the 
board of directors regarding the proper classification under IAS 40 - Investment Property the relevant 
disclosure and presentation of factory building in these condensed interim financial statements is not 
appropriate. 
 

c) Trade debtors amounting to Rupees 6.943 million and trade creditors amounting to Rupees 21.048 
million included in trade and other payables as disclosed in the interim financial statements could not 
be verified in the absence of direct balance confirmations from parties. The cumulative effect of this 
matter has neither been determined with a reasonable degree of accuracy nor adjusted in these 
condensed interim financial statements. 

 
d) It was noted that interest free loan from sponsors amounting to Rupees 41.337 million has been shown 

under long term loans in these interim financial statements. As stated in audited financial statements 
for the year ended June 30, 2020 the terms of long term loans have not been settled. The said loan 
has not been classified and disclosed in these interim financial statements as per guidelines issued by 
the Institute of Chartered Accountants of Pakistan under TR 32 – Accounting Directors’ Loan. 
 

Adverse Conclusion 
 
Based on our review, because of the significance of the matter discussed in the paragraphs (a) to (d) above, 
the accompanying interim financial statements is not prepared, in all material respects, in accordance with 
accounting and reporting standards as applicable in Pakistan for interim financial reporting. 
 
Other Matter 
 
The financial statements of the Company for the year ended June 30, 2020 and half year ended December 
31, 2019 were audited and reviewed respectively by another auditor whose reports, dated September 30, 
2020 and February 25, 2020, expressed adverse opinion / unqualified conclusion on those statements. 
 
The engagement partner on the review resulting in this independent auditor’s report is Rashid Iqbal.FCA. 
 
 
 
 
 
 
          Rizwan & Company 
Islamabad          Chartered Accountants 
Date: 24-2-2021 
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