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Directors' Review

The Directors of Azgard Nine Limited ("the Company") along with the management team hereby
present the Company's Condensed Interim Financial Report for the quarter ended September 30,
2019.

Principal Activities

The main business of your Company is the production and marketing of denim focused textile and
apparel products, ranging from yarn to retail ready goods.

Following are the operating financial results of Azgard Nine Limited (standalone):

Quarter ended Quarter ended
September 30, 2019 September 30, 2018
(Rupees) (Rupees)

Sales — net 4,722,761,674 3,970,366,130
Operating profit 439,709,963 301,411,863
Finance cost (297,485,576) (276,219,571)
Profit before tax 177,056,367 28,756,096
Profit / (loss) after tax 130,843,747 (9,774,674)
Earnings / (loss) per share 0.29 (0.02)

Review of business during this period and future outlook

During this first quarter, sales of the Company have been Rs. 4,722.76 million; registering a growth of
Rs. 752.39 million, almost 19% as compared to the same quarter of last year. Our business is seasonal
and the first quarter is normally a weak quarter. Consequently, this growth in the first quarter reflects a
satisfactory result.

Operating profit of this quarter is Rs. 439.71 million an increase of Rs. 138.30 million, almost 46% when
compared with the operating profit of same quarter of last year.

The Company has been able to achieve before tax profit of Rs. 177.06 million as compared to profit of
Rs. 28.76 million during the same quarter of last year.

Refunds from Government remain a cause for concern. The Government has abolished zero rating for
the sector and imposed 17% sales tax commencing 1st July. So far it has not been possible to
implement the “FAST” refund system as was promised by the Government. This is a big risk to the
liquidity of the Company if this is not resolved quickly. Rs. 246.78 million in sales tax refunds are due
from the Government under this head for the quarter.

The scheme for Company's 2nd financial restructuring has been approved by Lahore High Court on July
31, 2019. Now implementation process of this scheme has started. Through this scheme, it is
anticipated that a major portion of the principal and related mark-up of debt would be settled through
sale of certain assets and a rights issue of the Company's share capital (subject to requisite approvals
and regulatory consents). Post restructuring, it is expected that the Company's debt levels will become
sustainable. Once this scheme has been fullyimplemented, itis hoped that the Company will be able to
meetits debt obligationsin atimely manner.
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The Company's overall performance has slowly and graduallyimproved. The managementis cautiously
optimistic regarding the affairs of the Company post implementation of the financial restructuring. Off
course a lot depends on Government policies towards the sector including the timely refunds of due
amounts. In the meantime, the management continues its efforts for cost reductions, develop
innovative new products and try to find and develop new markets.

Regarding Montebello S.R.L. (MBL) as mentioned in the financial statements for year ended June 30,
2019, an appeal by the Company has been filed in the Supreme Court of Italy regarding the position of
the company's claim. Their decision is now awaited regarding this matter

In addition to this, as mentioned in the financial statements for year ended June 30, 2019, based on the

management's conclusion that the Company does not have the power to direct the activities of MBL,
the financial statements of the Company are not being consolidated with MBL.

The Board is thankful and appreciates the support of all the stakeholders through difficult time. It is
hoped that with their continued confidence and support, the Company's performance should continue
toimprove.

On behalf of the Board of Directors

!

Chief Executive Officer Director

Lahore

Date: October 28,2019
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Condensed Interim Statement of Financial Position (Un-audited)
As at September 30, 2019

(Un-audited) (Audited)
September 30 June 30
2019 2019
Note Rupees Rupees
EQUITY AND LIABILITIES
Authorized share capital 15,000,000,000 15,000,000,000
Issued, subscribed and paid up capital 4,548,718,700 4,548,718,700
Reserves 3,135,487,572 3,135,487,572
Surplus on revaluation of fixed assets 4,818,734,975 4,849,769,249
Accumulated loss (11,308,543,756) (11,470,421,777)
1,194,397,491 1,063,553,744
Non-current liabilities
Liabilities against assets subject to finance lease - secured 6,983,401 7,568,143
Deferred liability 392,870,262 343,664,154
399,853,663 351,232,297
Current liabilities
Current portion of non-current liabilities 8,146,027,835 8,170,826,909
Short term borrowing 5,520,708,718 5,647,437,315
Trade and other payables 1,872,231,206 1,732,596,807
Contract Liabilities 74,216,666 43,666,216
Interest / mark-up accrued on borrowings 5,824,804,610 5,632,400,679
Dividend payable on preference shares 9,413,535 9,413,535
Unclaimed dividend on ordinary shares 3,763,905 3,763,905
Current taxation 22,140,793 31,594,839
21,473,307,268 21,271,700,205
Contingencies and commitments 4
23,067,558,422 22,686,486,246
ASSETS
Non-current assets
Property, plant and equipment 5 10,137,680,556 10,167,664,715
Long term investments 231,864,928 231,864,928
Long term deposits 109,017,246 88,817,246
10,478,562,730 10,488,346,889
Current assets
Stores, spares and loose tools 128,008,213 130,500,130
Stock-in-trade 3,151,139,645 2,755,896,078
Trade receivables 2,735,201,683 3,217,169,884
Advances, deposits, prepayments and other receivables 2,813,754,486 2,150,507,130
Short term investments 306,022,500 306,022,500
Cash and bank balances 264,818,344 447,992,814
9,398,944,871 9,008,088,536
Non- current assets held for sale 3,190,050,821 3,190,050,821
23,067,558,422 22,686,486,246

The annexed notes from 1 to 12 form an integral part of this condensed interim unconsolidated financial information.

w W =z

Lahore Chief Executive Officer Director Chief Financial Officer
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Condensed Interim Statement of Profit or Loss (Un-audited)
For the quarter ended September 30, 2019

(Un-audited) (Un-audited)
July 2019 to July 2018 to
September 2019 September 2018
Note Rupees Rupees

Sales - net 4,722,761,674 3,970,366,130
Cost of sales (3,916,173,690) (3,347,487,601)
Gross profit 806,587,984 622,878,529
Selling and distribution expenses (224,761,378) (195,565,427)
Administrative expenses (142,116,643) (125,901,239)
Profit from operations 439,709,963 301,411,863
Other income 34,831,980 3,563,804
Finance cost 6 (297,485,576) (276,219,571)
Profit before taxation 177,056,367 28,756,096
Taxation (46,212,620) (38,530,770)
Profit / (loss) after taxation 130,843,747 (9,774,674)
Earnings / (loss) per share - basic and diluted 0.29 (0.02)

The annexed notes from 1 to 12 form an integral part of this condensed interim unconsolidated financial information.

w W =z

Lahore Chief Executive Officer Director Chief Financial Officer
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Condensed Interim Statement of Comprehensive Income (Un-audited)

For the quarter ended September 30, 2019

(Un-audited) (Un-audited)

July 2019 to July 2018 to
September 2019 September 2018
Rupees Rupees

Profit / (loss) after taxation 130,843,747 (9,774,674)
Item that nay not be subsequently
reclassified to statement of Profit or loss
Other comprehensive income for the period - -
Total comprehensive income / (loss) for the period 130,843,747 (9,774,674)

The annexed notes from 1 to 12 form an integral part of this condensed interim unconsolidated financial information.

w W =z

Lahore Chief Executive Officer Director Chief Financial Officer




10| Azgard Nine Limited

Condensed Interim Statement of Cash Flows (Un-audited)

For the quarter ended September 30, 2019

Cash flow from operating activities

Profit before taxation
Adjustments

Operating profit before working capital changes
Changes in working capital

Cash generated from operations
Payments for:

Finance cost
Taxes
Post retirement benefits
Net cash generated from / (used in) operating activities

Cash flows from investing activities

Capital expenditure
Proceeds from disposal of fixed assets

Net cash used in investing activities

Cash flows from financing activities

Repayment of long term finances

Liabilities against assets subject to finance lease
Short term borrowings-net

Dividend paid

Net cash (used in) / generated from financing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of period

Cash and cash equivalents at the end of period

July 2019 to July 2018 to
September 2019  September 2018
Rupees Rupees

177,056,367 28,756,096
428,181,073 423,236,616
605,237,440 451,992,712
(402,792,387) (380,780,336)
202,445,053 71,212,376
(121,509,420) (79,099,354)
(55,666,756) (39,541,311)
(10,193,091) (1,351,988)
15,075,786 (48,780,277)
(62,565,755) (55,026,860)

- 170,670
(62,565,755) (54,856,190)
(8,418,294) (8,418,294)
(537,709) (9,337,444)
(126,728,498) 56,878,201
- (18,584)
(135,684,501) 39,103,879
(183,174,470) (64,532,588)
447,992,814 142,395,327
264,818,344 77,862,739

The annexed notes from 1 to 12 form an integral part of this condensed interim unconsolidated financial information.

w W =z

Lahore Chief Executive Officer

Director

Chief Financial Officer
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Condensed Interim Selected Explanatory Notes to the Financial Statements (Un-audited)
For the quarter ended September 30, 2019

1

Reporting entity

Azgard Nine Limited ("the Company") isincorporated in Pakistan as a Public Limited Company and
is listed on Pakistan Stock Exchange (Guarantee) Limited. The Company is a composite spinning,
weaving, dyeing and stitching unit engaged in the manufacturing of yarn, denim and denim
products. The registered office of the Company is situated at Ismail Aiwan-e-Science, off Shahrah-
e-Roomi, Lahore. The Company has four units with Unit | located at 2.5 km off Manga, Raiwand
Road, District Kasur, Unit Il at Alipur Road, Muzaffargarh, Unit Ill at 20 km off Ferozpur Road, 6 km
Badian Road on Ruhi Nala, Der Khurd, Lahore, and Unit IV at Atta Buksh Road, 18 km, off Ferozpur
Road, Mouza Atari Saroba, Tehseel Cantt, Lahore. Unit IV is rented facility. Unit | and IV are
operational. Unitlland lll are non-operational and are being held for sale.

Basis of preparation

2.1 Separate financial statements

This condensed interim financial report is the separate financial report of the Company.
Consolidated financial report of the Company is not prepared as the management, based on
advice from the Company's legal counsel, has concluded that as a result of ongoing
bankruptcy proceedings and management of affairs of M/S Montebello S.r.I ("MBL") by the
Court appointed trustee, the Company has ceased to exercise control over activities of MBL.
Furthermore, in view of the guidance in International Financial Reporting Standard 10
"Consolidated Financial Statements", the management has concluded that the Company
does not have power to direct the relevant activities of MBL. Resultantly, the Company has
ceased recognising and presenting MBL as its subsidiary.

2.2 Statement of compliance

These condensed interim financial statements have been prepared in accordance with
the accounting and reporting standards as applicable in Pakistan for interim financial
reporting. The accounting and reporting standards as applicable in Pakistan for interim
financial reporting comprise of:

- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued
by the International Accounting Standards Board (IASB) as notified under the
CompaniesAct, 2017;and

- Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ
with the requirements of IAS 34, the provisions of and directives issued under the
CompaniesAct, 2017 have been followed.

This condensed interim financial information does not include all the information required
for annual financial statements including financial risk management information and
therefore should be read in conjunction with the annual financial statements for the year
endedJune 30,2019.

Comparative statement of financial position is extracted from annual audited financial
statements for the year ended June 30, 2019 whereas comparative statement of profit or
loss, statement of changes in equity and statement of cash flows are stated from un-audited
condensed interim financial information for the quarter ended on September 30, 2018.

This condensed interim financial information is being submitted to the shareholders as
required by Section 237 of the Companies Act, 2017.
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2.3 Going Concern Assumption

During the period, current liabilities exceeded its current assets by Rs. 12,074.36 million,
including Rs. 14,451.69 million relating to overdue principal and mark-up thereon, and its
accumulated loss stood at Rs. 11,308.54 million. These conditions cast doubt about the
Company's ability to continue as a going concern. This financial information has, however,
been prepared on a going concern basis. The assumption that the Company would continue
as a going concern is based on the fact that operationally the position of the Company is
improving which is evident from the financial results of the Company for the period. These
are attributable to utilization of better capacities, continuation of textile package by
Government of Pakistan and cost controls by management and the Company expects to
generate better results and maintain positive cash flows from operations in future.

In addition to above, the financial restructuring of the Company is underway which is
expected to significantly reduce the debt burden and finance cost of the Company.
Accordingly, in order to reorganize and restructure the obligations of the Company, towards
its creditors, the creditors have prepared and filed scheme of arrangement in the Honorable
Lahore High Court (LHC) for approval. On July 31, 2019, LHC has approved the scheme of
arrangement.

During this scheme of restructuring, Unit Il and Il would be sold and right issue (after
required approvals) would be done. Proceeds from sale of these units and right issue would
be utilized for repayment of loans of the Company. Post restructuring, it is anticipated that
the Company's debt levels shall be sustainable and resultantly the debt obligations of the
Company would be met on time, subject to impact, if any, of uncontrollable external factors
such asthelocal and global market conditions.

Accounting Policies And Estimates

3.1 The accounting policies and methods of computation adopted in the preparation of this
condensed interim unconsolidated financial information are the same as those applied in
the preparation of the financial statements for the year ended June 30, 2019.

3.2 Judgments and estimates made by the management in the preparation of the condensed
interim financial information are the same as those applied in preparation of annual
published financial statements of the Company for the year ended June 30, 2019.

Contingencies and commitments
4.1 Contingencies

There is no material change in the contingencies from preceding audited published financial
statements of the Company for the year ended June 30,2019.
(Un-audited) (Audited)
September 30 June 30

2019 2019
Note Rupees Rupees
4.2 Commitments
4.2.1 Commitments under irrevocable letters
of credit for:
- purchase of stores, spare and loose tools 3,180,694 -
- purchase of raw material 17,027,448 50,110,319

20,208,142 50,110,319
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Note
4.2.2 Commitments for capital expenditure
5 Property, plant and equipment
Operating fixed assets 5.1

Capital work in progress

5.1 Operating fixed assets

Net book value as at the beginning of the period / year
Additions during the period / year 5.1.1
Surplus on revaluation during the period / year

Assets classified as held for sale

Disposals during the period / year - Net book value
Depreciation charged during the period / year

Net book value as at the end of the period / year

5.1.1 Additions- Cost

Assets owned by the Company

Plant and Machinery

Furniture, fixtures and office equipment
Vehicles

Tools and equipments

Electric installations

(Un-audited) (Audited)
September 30 June 30
2019 2019
Rupees Rupees
68,473,671 11,023,230
10,008,564,194  10,078,765,729
129,116,362 88,898,986
10,137,680,556  10,167,664,715
10,078,765,729  13,163,865,121
22,348,379 262,103,622
- 302,830,477
- (3,190,050,821)
- (71,657)
(92,549,914) (459,911,013)
10,008,564,194  10,078,765,729
14,763,041 247,610,968
2,819,760 3,652,350
- 1,145,840
2,405,743 5,755,006
2,359,835 3,939,458
22,348,379 262,103,622
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(Un-audited) (Un-audited)
July 2019 to July 2018 to
September 2019 September 2018

Rupees Rupees
Finance cost
Interest / mark-up on:
Redeemable capital & long term finances 112,903,697 104,251,300
Liabilities against assets subject to finance lease 267,204 1,223,643
Short term borrowings 118,923,383 96,147,549

232,094,284 201,622,492

Amortization of transaction costs and unwinding

effect of present value 3,337,888 5,184,186
Exchange loss on foreign currency borrowings - 22,832,673
Bank discounting and other charges 62,053,404 46,580,220

297,485,576 276,219,571

Transactions and balances with related parties

Related parties from the Company's perspective comprise associated undertakings, key
management personnel (including chief executive and directors), post employment benefit plan
and other related parties. The Company in the normal course of business carries out transactions
with various related parties and continues to have a policy whereby all such transactions are
carried out on permissible basis.

During the year ended June 30, 2019, the holding of Jahangir Siddiqui and Company Limited
(JSCL) in the Company has decreased from 24.96% to 19.96% and consequently JSCLand its group
companies are not considered as related parties. Comparative disclosure of transactions and
balances with related parties have been amended accordingly.

Detail of transactions and balances with related parties is as follows:
(Un-audited) (Un-audited)

July 2019 to July 2018 to
September 2019 September 2018

Rupees Rupees
7.1 Transactions with related parties
7.1.1 Key management personnel
Short-term employee benefits 91,541,041 76,566,849
(Un-audited) (Audited)
September 30 June 30
2019 2019
7.2 Balances with related parties Rupees Rupees

7.2.1 Key Management Personnel

Short term employee benefits payable 20,319,329 16,635,125
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8  Overdue debt finances

The Company is facing liquidity shortfall due to the facts disclosed in note 2.3 as a result of which it
was unable to meetits obligations in respect of various debt finances. The details are as follows:

As at September 30, 2019

Preference
Principal dividend / Total
Interest / mark-

Rupees
Redeemable capital 5,753,867,466 2,105,310,519 7,859,177,985
Long term finances 2,047,199,405 1,175,877,416 3,223,076,821
Preference shares 148,367,255 9,413,535 157,780,790
Short term borrowings 474,015,216 2,096,475,168 2,570,490,384
Bills payable 337,503,037 303,668,540 641,171,577
8,760,952,379 5,690,745,179 14,451,697,558

As at June 30, 2019
Preference
Principal dividend / Interest Total

/ mark-up

Rupees
Redeemable capital 5,762,285,760 2,030,033,464 7,792,319,224
Long term finances 2,157,288,015 1,174,209,075 3,331,497,090
Preference shares 148,367,255 9,413,535 157,780,790
Short term borrowings 474,015,216 2,029,402,870 2,503,418,086
Bills payable 337,503,037 290,339,100 627,842,137

8,879,459,283

5,533,398,044

14,412,857,327

As mentioned in note 2.3, second round of financial restructuring is in process. For the said
purpose, the petition of the creditors for restructuring of the overdue principal as well as interest
/ mark-up accrued has been approved by LHC.
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Interim Financial Report

10 Corresponding figures

Corresponding figures have been rearranged, where necessary, for the purpose of
comparison

11 Date of authorization

This condensed interim unconsolidated financial information was authorized for issue
by the Board of Directors of the Company on October 28, 2019.

12 General

Figures have been rounded off to the nearest rupee.

WLy et

Lahore Chief Executive Officer Director Chief Financial Officer
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AZGARD-9

Contact info:
Registered/Head Office:
AZGARD NINE LIMITED

Ismail Aiwan-i-Science,
Off: Shahrah-i-Roomi,
Lahore-54600, Pakistan.
Ph: +92 (0) 42 35761794-5
Fax: + 92 (0) 42 35761791
www.azgard9.com
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