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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,
2017.

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 (stand alone):

Quarter ended Quarter ended
September 30, 2017 September 30, 2016
(Rupees) (Rupees)

Sales — net 3,573,918,467 2,768,847,426
Operating profit 309,038,312 114,851,176
Finance cost (263,667,545) (278,633,200)
Profit / (loss) before tax 49,236,363 (139,504,938)
Profit / (loss) after tax 15,029,447 (167,020,082)
Earnings / (loss) per share 0.03 (0.37)

Review of business during this period and future outlook

During this first quarter, sales of the Company has increased by 29% as compared to same quarter of
last year. Operating profit of this quarter is Rs. 309 million registering increase almost 2.7 times when
compared with operating profit of same quarter of last year. Due to better sales performance and cost
curtailments by management, supported by export package announced by Government of Pakistan,
the Company has achieved after tax profit of Rs. 15 million while there was a loss of Rs. 167 million
during the same quarter of last year. This is a big achievement and is the first net profit after tax for the
Company since many periods.

The Company's 2™ financial restructuring is progressing well. After getting all the required consents,
the scheme should then be filed in the High Court. As a result of this financial restructuring, 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, it is hoped that the Company will be able to
meetits debt obligationsin a timely manner.

Funds of Rs. 306.022 million due from sale of preference shares of Agritech Limited still have not been
released. We hope that these can be released during the coming year.

The management is constantly working on reducing cost, developing innovative new products and
developing new markets in order to compete in these very challenging conditions. A slow and gradual
refurbishment and upgrade of some of the plant and machinery is ongoing. These new investments
should help to farther increase efficiencies and reduce costs.
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Update on status of Montebello S.R.L (subsidiary)

As mentioned in previous financial statements of the Company, during year ended 2015, the Court of
Vicenza, Italian Republic granted bankruptcy proposal of public prosecutor and appointed trustee to
manage affairs of Montebello S.R.L. (MBL). Considering the liquidation, the Company provided
impairment of balance amount of Rs. 452.529 million during year ended 30 June 2015.

During the proceeding of this bankruptcy, 48 parties filed their claim with The Court of Vicenza and all
have been accepted by the Court. Total claims of Euro 7,893,794.48 have been accepted. The value of
priority claimsincluded therein are of Euro 3,929,380.36 and the value of unsecured and subordinated
claims are of Euro 3,964,414.12. The Company has been advised by its legal counsel that, in accordance
to the law, priority claims would be paid first and then unsecured and subordinated claims will be paid.
The Company's claims aggregating to Euro 3,835,343.89 has been accepted on account of principal and
interest as a subordinate claim. The Company has been advised by its legal counsel that, by law in Italy
the company cannot be a priority claimant asitis the parent company of MBL.

The Company has contested with the Court that its claim should be accepted as at least unsecured
claim rather than being subordinate claim. Recently the Court has appointed an expert to decide
whether the claim of the Company should be accepted as unsecured claim or subordinate. The
decision of this expertis now awaited.

The board appreciates the cooperation of all the stakeholders in regards and hopes for their continued
supportinthe futurein order to continue toimprove the Company's performance and bringit back into
good health.

On behalf of the Board of Directors

uh Py

Chief Executivé Officer Director

Date: November 27,2017
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Condensed Interim Balance Sheet (Un-audited)

As at September 30, 2017

EQUITY AND LIABILITIES

Authorized share capital

Issued, subscribed and paid up capital
Reserves
Accumulated loss

Surplus on revaluation of fixed assets

Non-current liabilities

Redeemable capital - secured

Long term finances - secured

Liabilities against assets subject to finance lease - secured
Deferred liability

Current liabilities

Current portion of non-current liabilities
Short term borrowing

Trade and other payables

Interest / mark-up accrued on borrowings
Dividend payable

Current taxation

Contingencies and commitments

ASSETS

Non-current assets

Property, plant and equipment

Long term investmens

Long term deposits - unsecured, considered good

Current assets

Stores, spares and loose tools

Stock-in-trade

Trade receivables

Advances, deposits, prepayments and other receivables
Short term investments

Cash and bank balances

Note

Interim Financial Report

(Un-audited) (Audited)
September 30 June 30
2017 2017

Rupees Rupees
15,000,000,000 15,000,000,000
4,548,718,700 4,548,718,700
3,133,361,726 3,133,361,726
(12,162,387,756) (12,208,141,343)
(4,480,307,330) (4,526,060,917)
4,722,941,633 4,753,665,775
242,634,303 227,604,858
200,303,481 199,795,928
463,126,030 489,365,286
11,428,507 11,944,118
157,933,229 141,320,117
832,791,247 842,425,449
7,132,125,616 7,105,618,541
4,785,001,783 4,691,105,238
1,498,767,220 1,533,519,965
4,380,273,484 4,220,170,414
13,415,572 13,415,572
52,782,500 56,125,955
17,862,366,175 17,619,955,685
18,937,791,725 18,689,985,992
13,078,138,799 13,168,499,962
231,864,928 231,864,928
21,606,295 21,606,295
13,331,610,022 13,421,971,185
141,366,803 132,545,743
2,177,637,925 1,859,013,514
1,139,575,386 1,240,968,769
1,647,947,993 1,570,242,442
306,022,500 306,022,500
193,631,096 159,221,839
5,606,181,703 5,268,014,807
18,937,791,725 18,689,985,992

The annexed notes from 1 to 14 form an integral part of this condensed interim unconsolidated financial information.

Lahore

irector

/

=~

Chief Financial Officer
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Condensed Interim Profit and Loss Account (Un-audited)

For the quarter ended September 30, 2017

Note

Sales - net
Cost of sales

Gross profit

Selling and distribution expenses

Administrative expenses

Profit from operations
Other income
Other expenses

Finance cost 9

Profit / (loss) before taxation
Taxation

Profit / (loss) after taxation

Earnings / (loss) per share - basic and diluted

(Un-audited) (Un-audited)
July 2017 to July 2016 to
September 2017 September 2016
Rupees Rupees

3,573,918,467 2,768,847,426
(2,988,932,498) (2,431,163,259)
584,985,969 337,684,167
(157,592,261) (109,026,279)
(118,355,396) (113,806,712)
309,038,312 114,851,176
4,611,442 24,277,086

(745,846) -
(263,667,545) (278,633,200)
49,236,363 (139,504,938)
(34,206,916) (27,515,144)
15,029,447 (167,020,082)
0.03 (0.37)

The annexed notes from 1 to 14 form an integral part of this condensed interim unconsolidated financial information.

Lahore

irector

=

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

For the quarter ended September 30, 2017

(Un-audited) (Un-audited)
July 2017 to July 2016 to
September 2017 September 2016
Rupees Rupees
Profit / (loss) after taxation 15,029,447 (167,020,082)
Other comprehensive income for the period:
Changes in fair value of available for sale financial assets - -
Gain realized on sale of available for sale financial assets - -
Total comprehensive income / (loss) for the period 15,029,447 (167,020,082)

The annexed notes from 1 to 14 form an integral part of this condensed interim unconsolidated financial information.

N I

Director Chief Financial Officer

Lahore Chief Executive Officer
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Condensed Interim Cash Flow Statement (Un-audited)

For the quarter ended September 30, 2017

Cash flow from operating activities

Profit / (loss) before taxation
Adjustments

Operating profit before working capital changes
Changes in working capital

Cash generated from operations
Payments for:

Interest / mark-up
Taxes
Post retirement benefits
Net cash (used in) / generated from 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

Net cash generated from / (used in) financing activities

Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of period

Cash and cash equivalents at the end of period

(Un-audited) (Un-audited)
July 2017 to July 2016 to
September 2017 September 2016
Rupees Rupees
49,236,363 (139,504,938)
400,649,427 385,778,041
449,885,790 246,273,103
(338,510,332) (54,992,323)
111,375,458 191,280,780
(73,090,126) (49,570,186)
(37,550,371) (22,995,883)
(8,811,617) -
(8,076,657) 118,714,711
(22,020,996) (114,762,745)
825,000 -
(21,195,996) (114,762,745)
(8,418,293) (8,299,628)
(20,848,823) 17,766,346
92,949,025 (30,773,113)
63,681,909 (21,306,395)
34,409,257 (17,354,429)
159,221,839 143,318,091
193,631,096 125,963,662

The annexed notes from 1 to 14 form an integral part of this condensed interim unconsolidated financial information.

Lahore

=

Director

=

Chief Financial Officer
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Condensed Interim Selected Explanatory Notes to the Financial Information (Un-audited)
For the quarter ended September 30, 2017

1  Reporting entity

Azgard Nine Limited ("the Company") was incorporated 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 manufacture and sale 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 three production units with Unit | located at 2.5
K.M off Manga, Raiwand Road, District Kasur, Unit Il at Alipur Road, Muzaffargarh and Unit lll at 20

2 Basis of preparation

2.1

2.2

23

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 exemption has been
granted by Securities and Exchange Commission of Pakistan from consolidaton of financial
report of Company's subsidiary for the quarter ended September 30, 2017.

Statement of compliance

This condensed interim financial information of the Company for the quarter ended
September 30, 2017 has been prepared in accordance with the requirements of the
International Accounting Standards 34 - Interim Financial Reporting and provisions of and
directives issued under the Companies Ordinance, 1984. In case where requirements differ,
the provisions of directives issued under the Companies Ordinance, 1984 have been
followed.

The Companies Ordinance has been repealed after the Companies Act, 2017 was enacted on
May 30, 2017. Subsequently, Securities and Exchange Commission of Pakistan has notified
through Circular No. 23 of November 04, 2017 that companies whose financial year / interim
periods closes on or before December 31, 2017 shall prepare their financial statements in
accordance with the provisions of the repealed Companies Ordinance, 1984. Therefore, this
financialinformation has been prepared under the Companies Ordinance 1984.

The disclosures in the condensed interim financial information do not include the
information reported for full annual financial statements and should therefore be read in
conjunction with the financial statements for the year ended June 30, 2017.

Comparative balance sheet is extracted from annual audited financial statements for the
year ended June 30, 2017 whereas comparative profit and loss account, statement of
changes in equity and comparative cash flow statement are stated from un-audited
condensed interim financial information for the period ended on September 30, 2016.

This condensed interim financial information is being submitted to the shareholders as
required by Section 245 of the Companies Ordinance, 1984.

Going concern assumption

During the period, current liabilities exceeded its current assets by Rs. 12,256.18 million,
including Rs. 12,366.08 million relating to overdue principal and mark-up thereon, and its
accumulated loss stood at Rs. 12,162.38 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
asagoingconcernisbased on the fact that operationally the position of the Company is
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improving which is evident from the financial results of the Company for the quarter. These
are attributable to cost curtailments, textile package announced during this quarter and
enhanced capacity utilizations and the Company expects to generate better results and
maintain positive cash flows from operationsin 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. Most of
thelenders, by value, have already given their consent for this restructuring and after getting
consent of certain remaining lenders, the scheme of restructuring will be filed with the High
Court for approval. 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 as the local and global
market conditions.

2.4 Financial liabilities

Due to factors mentioned in note 2.3 and note 11, the Company could not make timely
repayments of principal and related mark-up of long term debts. Consequently, there has
been non-compliance with certain financial and other covenants imposed by the lenders. As
per the agreed terms of long term debts, the lenders have unconditional right to call the
loans if timely repayments are not made or covenants are not complied with. International
Accounting Standard on Presentation of financial statements (IAS - 1) requires that if an
entity breaches a provision of a long-term loan arrangement on or before the end of the
reporting period with the effect that the liability becomes payable on demand, it should
classify the liability as current.

However, the management considers that since event of default has not been declared by
the lenders and the Company has commenced discussions with its lenders for reprofiling of
its debts, the long term debts of Rs. 706.70 million have been classified as long term as per
the respective repayment schedules.

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, 2017.

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, 2017.

Redeemable capital - secured

(Un-audited) (Audited)
September 30, 2017 June 30, 2017
Rupees Rupees
Term Finance Certificates - Il 651,066,836 651,066,836
Privately Placed Term Finance Certificates - IV 1,016,422,176 1,024,840,470
Term Finance Certificates - V 527,682,637 527,682,637
Privately Placed Term Finance Certificates - VI 3,218,300,030 3,218,300,030
Privately Placed Term Finance Certificates 326,456,184 326,456,184
Privately Placed Term Finance Certificates 217,200,000 217,200,000
5,957,127,863 5,965,546,157
Less: transaction costs (26,219,929) (26,727,482)
5,930,907,934 5,938,818,675
Less: current maturity presented under current liabilities (5,730,604,453) (5,739,022,747)

200,303,481

199,795,928
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(Un-audited) (Audited)
September 30, 2017 June 30, 2017
Rupees Rupees
Long term finances - secured
Deutsche Investitions - Und MBH (Germany) 873,051,150 844,036,091
Saudi Pak Industrial and Agricultural Company Limited 43,251,155 43,251,155
Citi Bank N.A (Pakistan) 565,781,488 565,781,488
Meezan Bank Limited 234,568,765 234,568,765
1,716,652,558 1,687,637,499
Less: transaction costs (17,052,102) (17,056,368)
1,699,600,456 1,670,581,131
Less: current maturity presented under current liabilities (1,236,474,426) (1,181,215,845)
463,126,030 489,365,286

Contingencies and commitments

6.1 Contingencies

There is no material change in the contingencies from preceding audited published financial
statements of the Company for the year ended June 30, 2017.

(Un-audited) (Audited)
September 30, 2017 June 30, 2017
Note Rupees Rupees
6.2 Commitments
6.2.1 Commitments under irrevocable letters
of credit for:
- purchase of raw material 20,097,610 18,847,920
- purchase of machinery 48,216,760 25,709,960
68,314,370 44,557,880
6.2.2 Commitments for capital expenditure 85,997,406 9,256,578
Property, plant and equipment
Operating fixed assets 7.1 12,902,023,559 12,991,109,596
Capital work in progress 176,115,240 177,390,366
13,078,138,799 13,168,499,962

7.1 Operating fixed assets

Net book value as at the beginning of the period / year
Additions during the period /year 7.1.1
Disposals during the period / year - Net book value

Depreciation charged during the period / year

12,991,109,596
23,296,124
(320,213)
(112,061,948)

13,117,452,346
332,271,172
(4,559,345)
(454,054,577)

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

12,902,023,559

12,991,109,596
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(Un-audited) (Audited)
September 30, 2017 June 30, 2017
Note Rupees Rupees
7.1.1 Additions- Cost

Assets owned by the Company
Building on freehold land 5,248,619 17,780,911
Plant and Machinery 3,037,667 255,295,747
Furniture, fixtures and office equipment 3,206,292 5,530,847
Vehicles 1,471,475 983,550
Tools and equipments 8,440,902 27,502,559
Electric installations 1,891,169 10,392,558
Leased Assets - 14,785,000

23,296,124 332,271,172

Long term investments

These represent investments in equity and debt securities. These have been classified as available
for sale financial assets. Particulars of investments are as follows:

Investment in Agritech Limited TFC's 231,864,928 231,864,928
Investment in subsidiary, Montebello s.r.| 8.1 - -

231,864,928 231,864,928

8.1 Investment in Montebello s.r.| ("MBL")

8.1

6,700,000 ordinary shares with a capital
of Euro 6,700,000

Proportion of capital held: 100%
Activity: Textile and Apparel
Relationship: Subsidiary

Cost 2,625,026,049 2,625,026,049
Accumulated impairment
Opening balance (2,625,026,049) (2,625,026,049)
Charged during the period / year - -
(2,625,026,049) (2,625,026,049)

As mentioned in previous financial statements of the Company, during year ended June 30,
2015, the Court of Vicenza, Italian Republic granted bankruptcy proposal of public
prosecutor and appointed trustee to manage affairs of Montebello s.r.l. (MBL). Considering
the liquidation, the Company provided impairment of balance amount of Rs. 452.529 million
during year ended June 30, 2015.

During the proceeding of this bankruptcy, 48 parties filed their claim with The Court of
Vicenza and all have been accepted by the Court. Total claims of Euro 7,893,794.48 have
been accepted. The value of priority claims included therein are of Euro 3,929,380.36 and
the value of unsecured and subordinated claims are of Euro 3,964,414.12. The Company has
been advised by its legal council that, in accordance to the law, priority claims would be paid
first and then unsecured and subordinated claims will be paid. The Company’s claims
aggregating to Euro 3,835,343.89 have been accepted on account of principal and interest as
subordinate claim due to Company being the parent of MBL. The Company has been advised
by its legal counsel that, by law Company cannot be a priority claimant.
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The Company has contested with the court that its claim should be accepted as at least
unsecured claim rather than being subordinate claim. Recently the Court has appointed an
expert to decide whether claim of the Company should be accepted as unsecured claim or

subordinate. The decision of this expertis now awaited.

(Un-audited)

(Un-audited)

9  Finance cost

Interest / mark-up on:

Redeemable capital & long term finances
Liabilities against assets subject to finance lease

Short term borrowings

Amortization of transaction costs and unwinding
effect of present value
Exchange loss on foreign currency borrowings

Bank discounting and other charges

July 2017 to July 2016 to
September 2017 September 2016
Rupees Rupees
97,870,697 94,704,917
589,299 554,675
94,029,831 97,972,550
192,489,827 193,232,142
511,819 39,282,426
29,962,577 8,201,467
40,703,322 37,917,165
263,667,545 278,633,200

10 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.

Detail of transactions and balances with related parties are as follows:

10.1 Transactions with related parties
10.1.1 Other related parties

JS Bank Limited

Mark-up expense

Markup Paid

JS Value Fund Limited

Mark-up expense

Unit Trust of Pakistan
Mark-up expense

JS Large Cap Fund
Mark-up expense

JS Global Capital Limited
Mark-up expense
JS Principal Secure Fund
Mark-up expense

JS Income Fund
Mark-up expense
JS Growth Fund
Mark-up expense
10.1.2 Key management personnel
Short-term employee benefits

5,658,653
7,487,081

388,000

596,051

2,305,696

9,051,333

928,267

742,521

2,103,344

105,840,660

5,355,067
1,831,562

397,259

665,025

2,305,696

9,051,333

928,267

814,990

2,111,060

83,315,880




10.2

10.2.1

10.2.2

Balances with related parties

Other related parties

JS Bank Limited

Redeemable capital - PPTFC IV
Short term borrowing
Mark-up payable

JS Value Fund Limited
Redeemable capital - TFC Il
Redeemable capital - TFC VI
Mark-up payable

Unit Trust of Pakistan
Redeemable capital - TFCV
Redeemable capital - PPTFC VI
Mark-up payable

JS Large Cap Fund
Redeemable capital - PPTFCs
Mark-up payable

JS Global Capital Limited
Redeemable capital - PPTFCs
Mark-up payable

JS Principal Secure Fund
Redeemable capital - PPTFCs
Mark-up payable

JS Pension Savings Fund
Redeemable capital - PPTFC VI

JS Income Fund

Redeemable capital - TFC Il
Redeemable capital - TFCV
Redeemable capital - PPTFC VI
Mark-up payable

JS Growth Fund
Redeemable capital - TFC Il
Redeemable capital - TFC VI
Redeemable capital - PPTFCs
Mark-up payable

Key Management Personnel

Short term employee benefits payable
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(Un-audited) (Audited)
September 30, 2017 June 30, 2017

Rupees Rupees
65,021,777 65,021,777
330,014,211 332,955,019
38,280,797 41,405,599
19,523,024 19,523,024
12,900,000 12,900,000
12,590,190 11,814,661
31,980,766 31,980,766
19,265,000 19,265,000
18,015,723 17,705,343
83,160,000 83,160,000
22,881,531 22,881,531
326,456,184 326,456,184
89,824,643 89,824,643
33,480,000 33,480,000
9,212,045 9,212,045
3,850,000 3,850,000
7,369,942 7,369,942
31,980,766 31,980,766
24,135,000 24,135,000
22,768,520 22,165,378
16,269,187 16,269,187
10,750,000 10,750,000
64,200,000 64,200,000
28,156,499 27,510,225

23,480,677 20,083,937
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11 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 meet its obligationsin respect of various debt finances. The details are as follows:

As at September 30, 2017

. Preference dividend
Principal Total
/ Interest / mark-up

Rupees
Redeemable capital 5,415,467,420 1,526,863,059 6,942,330,478
Long term finances 1,712,113,973 806,466,857 2,518,580,830
Preference shares 148,367,255 9,413,535 157,780,790
Short term borrowings 495,957,216 1,637,982,241 2,133,939,457
Bills payable 337,503,037 275,954,109 613,457,146
8,109,408,901 4,256,679,801 12,366,088,701

As mentioned in note 2.3 second round of financial restructuring is in progress. For the
said purpose, the management is negotiating with the debt financiers for waiver of over

due interest / mark-up accured, and disposal of its low performing assets for settlement
of overdue principal of its long term debts.

12 Corresponding figures
Corresponding figures have been rearranged, where necessary, for the purpose of comparison
13 Date of authorization

This condensed interim unconsolidated financial information was authorized for issue by the
Board of Directors of the Company on November 27, 2017.

14 General

Figures have been rounded off to the nearest rupee

N B s

Director Chief Financial Officer

Lahore Chief Executive Officer
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