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Interim Financial Report

Directors' Review

The Directors of Azgard Nine Limited ("the Company") along with the management team hereby presents
the Company's Condensed Interim Financial Report for three months period ended 30 September 2016.

Principal Activities

The main business of your Company is the production and marketing of Denim focused Textile and Apparel
products, starting from yarn to retail ready goods.

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

Three months ended Three Months ended

September 30, 2016 September 30, 2015
Sales - Net 2,768,847,426 2,768,888,208
Operating profit / (loss) 114,851,176 (13,120,407)
Other income 24,277,086 98,388,897
Finance cost (278,633,200) (323,101,485)
Loss before Tax (139,504,938) (248,605,366)
Loss after Tax (167,020,082) (276,354,691)
Loss per share (0.37) (0.61)

Review of business during this period and future outlook

This quarter has remained a low period in terms of sales as there has been no increase in sales as compared to last years first
quarter. However, the efforts of the management regarding cost reduction and improvement in the operating efficiencies
have resulted in huge improvement in the operating profit. The overall outlook for the textile industry is not optimistic due
to the rising cost of raw materials however, the Company is committed to performing better even in this environment by
exploring new markets and upgrading our products and looking for ways to reduce costs.

On the financial restructuring side, the scheme is being finalized expeditiously. Once we have completed this financial
restructuring, post restructuring debt levels should be such that the Company can start to service its debts in a timely
manner.

Update on status of Montebello S.R.L (MBL) (subsidiar

As mentioned in note 19.1.1 to financial statements of the Company for the year ended 30 June 2016, the Court of Vicenza,
Italian Republic, accepted claims of 48 parties including claim of the Company. The process of settlement of claims through
disposal of assets of MBL would take time as it would be done through legal formalities. The Company shall keep its
members updated regarding development related to this.

The board appreciates the cooperation of all the stakeholders and would like to thank them in this regard and hopes for their
continued supportin the future in order to continue to improve the Company's performance.

On behalf of the Board of Directors

Lahore m

Date : 29 October 2016 Chief Executive Officer
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Interim Financial Report | 5

Condensed Interim Balance Sheet (Un-audited)
As at 30 September 2016

(Un-audited) (Audited)
30 September 30 June
2016 2016
Note Rupees Rupees

EQUITY AND LIABILITIES
Share capital and reserves
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 3,125,219,206 3,125,219,206
Accumulated loss (12,336,281,617) (12,199,924,175)

(4,662,343,711) (4,525,986,269)
Surplus on revaluation of fixed assets 4,848,351,257 4,879,013,896

186,007,546 353,027,627

Non-current liabilities
Redeemable capital - secured 5 474,055,774 569,990,116
Long term finances - secured 6 606,447,046 645,410,117
Deferred liability 88,390,096 72,304,556

1,168,892,916
Current liabilities

1,287,704,789

6,496,782,456
4,782,488,627
1,659,746,105
3,599,534,431
13,415,572
78,264,470

16,630,231,661

18,270,964,077

Current portion of non-current liabilities 6,688,600,752
Short term borrowing 4,740,783,632
Trade and other payables 1,470,731,806
Interest / mark-up accrued on borrowings 3,767,318,603
Dividend payable 13,415,572
Current taxation 82,783,734

16,763,634,099
Contingencies and commitments 7

18,118,534,561
ASSETS

Non-current assets

13,194,251,156
231,896,478
18,632,696

Property, plant and equipment 13,196,383,114
Long term investmens 231,896,478
Long term deposits - unsecured, considered good 18,632,707

13,446,912,299

Current assets

13,444,780,330

128,867,511
1,769,136,595
1,177,074,507
1,301,764,543
306,022,500
143,318,091

4,826,183,747

Stores, spares and loose tools 127,901,218
Stock-in-trade 1,760,564,307
Trade receivables 1,305,528,454
Advances, deposits, prepayments and other receivables 1,045,642,121
Short term investments 306,022,500
Cash and bank balances 125,963,662
4,671,622,262

18,118,534,561

18,270,964,077

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

i

Lahore Chief Executive

M\;

Director



Azgard Nine Limited

Condensed Interim Profit and Loss Account (Un-audited)
For the quarter ended 30 September 2016

(Un-audited) (Un-audited)
July 2016 to July 2015 to
September 2016 September 2015
Note Rupees Rupees

Sales - net 2,768,847,426 2,768,888,208
Cost of sales (2,431,163,259) (2,572,944,781)
Gross profit 337,684,167 195,943,427
Selling and distribution expenses (109,026,279) (106,323,018)
Administrative expenses (113,806,712) (102,740,816)
Profit / (loss) from operations 114,851,176 (13,120,407)
Other income 24,277,086 98,388,897
Other expenses - (10,772,371)
Finance cost 8 (278,633,200) (323,101,485)
Loss before taxation (139,504,938) (248,605,366)
Taxation (27,515,144) (27,749,325)
Loss after taxation (167,020,082) (276,354,691)
Loss per share - basic and diluted (0.37) (0.61)

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

0 sy

Lahore Chief Executive Director
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Condensed Interim Statement of Comprehensive Income (Un-audited)
For the quarter ended 30 September 2016

(Un-audited) (Un-audited)
July 2016 to July 2015 to
September 2016 September 2015
Rupees Rupees
Loss after taxation (167,020,082) (276,354,691)
Other comprehensive (loss) / 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 loss for the period (167,020,082) (276,354,691)

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

0 sy

Lahore Chief Executive Director



Azgard Nine Limited

Condensed Interim Cash flow Statement (Un-audited)
For the quarter ended 30 September 2016

(Un-audited) (Un-audited)
July 2016 to July 2015 to
September 2016 September 2015
Rupees Rupees

Cash flow from operating activities

Loss before taxation (139,504,938) (248,605,366)

Adjustments 385,778,041 405,110,938

Operating profit before working capital changes 246,273,103 156,505,572

Changes in working capital (54,992,323) (154,358,993)

Cash generated from operations 191,280,780 2,146,579

Payments for:

Interest / mark-up paid (49,570,186) (50,514,118)

Taxes paid (22,995,883) (23,868,098)
Net cash generated from / (used in) operating activities 118,714,711 (72,235,637)
Cash flows from investing activities
Capital expenditure (114,762,745) (16,935,448)
Proceeds from disposal of fixed assets - 6,632,718
Net cash used in investing activities (114,762,745) (10,302,730)
Cash flows from financing activities
Repayment of long term finances (8,299,628) -
Liabilities against assets subject to finance lease - net 17,766,346 (2,760,321)
Short term borrowings-net (30,773,113) 7,049,708
Net cash (used in)/generated from financing activities (21,306,395) 4,289,387
Decrease in cash and cash equivalents (17,354,429) (78,248,980)
Cash and cash equivalents at the beginning of period 143,318,091 133,324,247
Cash and cash equivalents at the end of period 125,963,662 55,075,267

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

b sy

Lahore Chief Executive Director



10322410 EYLLEYE BET V) aloyeq

DA

*UOLIBWIOMU| [BIDUBUY PAIEPIIOSUOIUN WIISIUI PISUSPUOD SIY3 JO Jed |e1Sa3ul Ue WJO) T 03 T S9I0U Paxauue ay|

(TTL'evE299°Y) (TT¥'290TTZ’6) (L19'182°9€€2T) 019695 0€8°052'199 S00°ZST'S0T T9L'9VZ'8SE'T 00L'STL'8YS'Y 9T0Z J9quiaydas o€ 1€ sy

0v9°299°0€ 0v9°299°0€ 0v9°299°0€ 5)3s5€ Paxy JO UOLEN[EAS] UO
snjdins wouy uoneaIdap [EIUBWAIIUI JO Jajsuel]
9102 Jaquiaidas
(280°020°£9T) (z80°020°£91) (280°020°£9T) 0€ Papua Jauenb ay) 1o} ss0] aAIsUYIAWOD [e10)
- - - 9107 Jaquiandas
0€ papua Jarienb ay) 10} s50] dAISUBYRIAWIOD JAYIO
(280°020°£91) (280°020°£91) (280°020°£91) 910z Joqwi=1das Og papua Jalenb ayl 4oy ss0
pouad ay3 0} 50| 3AISUSY1dLIOD [e10L

Interim Financial Report

(692'986'525V) (696'70Lv£0’6) (SLT'v26'66T'2T) 019695 0€8°052'199 S00°ZST‘S0T T9L'9VZ'8SE'T 00L'STL'SYS'Y 910z AInr 10 38 sy

(89T°Z8Y"€80"Y) (898°00'2€9°8) (906°02t'£SL TT) [ 0€8°0SZ'T99 S00'2ST'S0T T9L'9¥T'8SE'T 00£'8TL'8YSY STOZ J9quia3das Og 3e sy

7S8'LTY'T TS8LTY'T TS8'LTY'T lesodsip
UO S135SB Paxy JO UOKEN|BAB UO SN|dNS WOy J3jsuel]

89€'95L°0€ 89€E'9SL0E 89€'95L°0€ S19s5B Paxy Jo uouen|enas uo
snjdins woJy uonedaidap [eIUBWSIIUI JO J3jSURL|

(169'v5€°9£2) (169'v5€°9LT) (169'v5€'9L2) STOZ Jaquardas
0€ papua Jayenb ay) Joj sso| aAIsuayaidwod [e3o0]

STOZ Jaquiadas
0€ papua Japenb ay) 1oy sso| aAIsUayaIdwod J1aY10
(169'7S€9L2) (T69'vS€‘9LT) (T69'vS€'9LT) STOZ Jaqwiardas Og papua Jaienb ay 4oy sso
pouad ay3 Joj awodul dAISUIYIdWod [e10]

(£69'TTE'6E8°E) (£6€°0£0"88€"8) (SEV'0ST'ETS'TT) wr'oLs 0€8°0SZ'T99 S00°TST'SOT T9L9¥2'85€'C 00L'S8TL'8YS'Y ST0Z AInf 1018 SY

saadny saadny saadny saadny saadny saadny saadny saadny

Aunba jelop S9AI3SAI [30) 50| paje|nwnIdy sjasse [epueuy an19531 uondwapas 1819w uo wnjwaid |endes dn-pied pue
ajes 1oy 3|qejieny aueys uaIagRLd aniasay aseys paquasqns ‘panss|

S9A19594 NUSADY san1asa1 [eyide)

910Z 419qua1das o€ papua J31ipnb ayl 404
(pe1upne-un) Arinb3g ul seSuey) Jo JusW1LIS WIISIU| PISUIPUO)




10 | Azgard Nine Limited

Notes to the Condensed Interim Financial Information (Un-audited)
For the quarter ended 30 September 2016

2.1

2.2

2.3

2.4

Reporting entity

Azgard Nine Limited ("the Company") was incorporated in Pakistan as a Public Limited Company and is listed on
Pakistan Stock Exchange 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 productions units with Unit | located
at 2.5 K.M off Manga, Raiwand Road, District Kasur, Unit Il at Alipur Road, Muzaffargarh and Unit Ill at 20 K.M off
Ferozpur Road, 6 K.M Badian Road on Ruhi Nala, Der Khurd, Lahore.

Basis of preparation
Separate financial statemetns

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 consolidation of financial report of Company's subsidiary for the quarter ended 30 September 2016.

Statement of compliance

This condensed interim financial report of the Company for the quarter ended 30 September 2016 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 or directives issued under the Companies Ordinance, 1984 have been
followed.

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 30June 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 this quarter, current liabilities exceeded its current assets by Rs. 12,092.01 million, including Rs. 10,076.15
million relating to overdue principal and mark-up thereon, and its accumulated loss stood at Rs. 12,336.28 million.
These conditions cast a significant doubt about the Company's ability to continue as a going concern. These financial
statements have however, been prepared on a going concern basis. The assumption that the Company would
continue as a going concern is based on the measures as explained in the succeeding paragraph and expectation of
future profitability and more positive cash flows from operating activities.

The remaining funds of Rs. 306 million from the sale of Agritech shares are expected to be received within short span
of time. These funds will be used for enhancing the operational capacities and bring them to sustainable levels. The
second round of financial restructuring of the Company is at advance stages. The Company is hopeful that
subsequent to restructuring and receipt of remaining working capital, the target of sustainable capacity utilization
should be achieved. Management is confident that through these measures the Company should become a
profitable entity, subject to impact, if any, of uncontrollable external factors as the local and global market
conditions.

Financial liabilities

Due to factors mentioned in note 2.3 and note 10, 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
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Interim Financial Report

Notes to the Condensed Interim Financial Information (Un-audited)
For the quarter ended 30 September 2016

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. 1,165.63
million have been classified as long term as per the repayment schedules in the financial statements.

Estimates

The preparation of the condensed interim unconsolidated financial information requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts
of assets and liabilities, income and expenses. Actual results may differ from these estimates. In preparing the
condensed interim financial information, the significant judgments made by the management in applying
accounting policies, key estimates and uncertainty includes:

- Residual value and useful life estimation of fixed assets

- Taxation

- Provisions and contingencies

- Fairvalue of investmentin subsidiary

Significant accounting policies

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
forthe yearended 30June 2016.

(Un-audited) (Audited)
30 September 30 June
2016 2016
Rupees Rupees
Redeemable capital - secured
Term Finance Certificates - Il 651,066,836 651,066,836
Term Finance Certificates - IV 1,050,095,352 1,058,513,646
Term Finance Certificates - V 527,682,637 527,682,637
Privately Placed Term Finance Certificates - VI 3,218,670,000 3,218,670,000
Privately Placed Term Finance Certificates 326,456,184 326,456,184
Privately Placed Term Finance Certificates 217,200,000 217,200,000
5,991,171,009 5,999,589,303
Deferred notional income (38,777,698) (76,387,438)
Transaction cost (29,196,944) (30,655,195)
5,923,196,367 5,892,546,670
Less: Amount shown as current liability (5,449,140,593) (5,322,556,554)

474,055,774 569,990,116
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Notes to the Condensed Interim Financial Information (Un-audited)
For the quarter ended 30 September 2016

(Un-audited) (Audited)
30 September 30 June
2016 2016
Rupees Rupees
6 Long term finances - secured
Deutsche Investitions - Und MBH (Germany) 825,418,681 817,128,665
Saudi Pak Industrial and Agricultural Company Limited 43,251,155 43,251,155
Citi Bank N.A 565,781,488 565,781,488
Meezan Bank Limited 234,568,765 234,568,765
1,669,020,089 1,660,730,073
Transaction costs (17,155,549) (17,369,984)
1,651,864,540 1,643,360,089
Less: Amount shown as current liability (1,045,417,494) (997,949,972)
606,447,046 645,410,117
7 Contingencies and commitments

7.1 Contingencies

7.1.1 There is no material change in the contingencies from preceding audited published financial statements of the
Company for the quarter ended 30 September 2016

7.2 Commitments

7.2.1 Commitmentsunderirrevocable letters of credit for:

(Un-audited) (Audited)
30 September 30 June
2016 2016
Rupees Rupees
- purchase of stores, spare and loose tools 712,300 -
- purchase of raw material 33,878,200 27,823,502
- purchase of machinery 3,336,288 47,105,550
37,926,788 74,929,052

Commitments for capital expenditure

66,052,727 71,038,991
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Notes to the Condensed Interim Financial Information (Un-audited)
For the quarter ended 30 September 2016

(Un-audited) (Un-audited)
July 2016 to July 2015 to
September 2016  September 2015
Rupees Rupees
8 Finance cost
Interest / mark-up on:
Redeemable capital & long term financing 94,704,917 102,253,115
Liabilities against assets subject to finance lease 554,675 586,246
Short term borrowings 97,972,550 96,014,326
Workers' Profit Participation Fund - 1,087,230
193,232,142 199,940,917
Unwinding of receivable discounting - (11,726,215)
Amortization of transaction costs and deferred
notional income 39,282,426 63,539,996
Foreign exchange loss on long term loan 8,201,467 27,921,473
Bank discounting and other charges 37,917,165 43,425,313
278,633,200 323,101,485
9 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
wherebyall such transactions are carried out on permissible basis.

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

(Un-audited) (Un-audited)
July 2016 to July 2015 to
September 2016 September 2015
Rupees Rupees
9.1 Transactions with related parties
9.1.1 Other related parties
JS Bank Limited
Mark-up expense 5,355,067 5,073,027
Markup Paid 1,831,562 5,245,120
JS Value Fund Limited
Mark-up expense 397,259 452,201
Unit Trust of Pakistan
Mark-up expense 665,025 668,389
JS Large Cap Fund
Mark-up expense 2,305,696 2,305,696
JS Global Capital Limited
Mark-up expense 9,051,333 9,051,333

JS Principal Secure Fund

Mark-up expense 928,267 928,267
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Notes to the Condensed Interim Financial Information (Un-audited)
For the quarter ended 30 September 2016

(Un-audited) (Un-audited)
July 2016 to July 2015 to
September 2016 September 2015
Rupees Rupees
JS Income Fund
Mark-up expense 814,990 839,095
JS Growth Fund
Mark-up expense 2,111,060 2,156,845
Key management personnel
Short-term employee benefits 83,315,880 76,176,719
(Un-audited) (Audited)
30 September 30 June
2016 2016
Rupees Rupees
Balances with related parties
Other related parties
JS Bank Limited
Redeemable capital - TFC IV 65,021,777 65,021,777
Short term borrowing 332,308,333 329,702,630
Mark-up payable 42,686,007 35,517,561
JS Value Fund Limited
Redeemable capital - TFC Il 19,523,024 19,523,024
Redeemable capital - TFC VI 12,900,000 12,900,000
Mark-up payable 11,059,521 10,261,356
Unit Trust of Pakistan
Redeemable capital - TFCV 31,980,766 31,980,766
Redeemable capital - TFC VI 19,265,000 19,265,000
Mark-up payable 16,179,046 15,514,021
JS Large Cap Fund
Redeemable capital - PPTFCs 83,160,000 83,160,000
Mark-up payable 13,733,931 13,733,931
JS Global Capital Limited
Redeemable capital - PPTFCs 326,456,184 326,456,184
Mark-up payable 53,914,462 53,914,462
JS Principal Secure Fund
Redeemable capital - PPTFC 33,480,000 33,480,000
Mark-up payable 5,529,245 5,529,245
JS Pension Savings Fund
Redeemable capital - TFC VI 3,850,000 3,850,000
JS Income Fund
Redeemable capital - TFC Il 7,369,942 7,369,942
Redeemable capital - TFCV 31,980,766 31,980,766
Redeemable capital - TFC VI 24,135,000 24,135,000

Mark-up payable 20,354,015 19,387,683
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Notes to the Condensed Interim Financial Information (Un-audited)
For the quarter ended 30 September 2016

10

11

12

13

14

Lahore

(Un-audited) (Audited)
30 September 30 June
2016 2016
Rupees Rupees
JS Growth Fund
Redeemable capital - TFC II 16,269,187 16,269,187
Redeemable capital - TFC VI 10,750,000 10,750,000
Redeemable capital - PPTFCs 64,200,000 64,200,000
Mark-up payable 19,818,941 19,153,804
Key Management Personnel
Short term employee benefits payable 18,465,080 17,579,222

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 obligationsin respect of various debt finances. The details are as follows:

As at 30 September 2016

Principal Interest / mark-up Total

Rupees Rupees Rupees
Redeemable Capital 3,994,997,283 1,304,900,008 5,299,897,291
Long term finances 1,436,780,594 648,067,071 2,084,847,665
Bills payable 350,737,608 221,739,981 572,477,589
Short term borrowings 539,805,216 1,421,340,823 1,961,146,039
Preference shares 148,367,250 - 148,367,250
Preference Dividend - 9,413,535 9,413,535

6,470,687,951 3,605,461,418 10,076,149,369

Financial risk management

The Company's financial risk management objective and policies are consistent with that disclosed in the financial
statements forthe yearended 30June 2016.

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

This condensed interim unconsolidated financial information was authorized for issue by the Board of Directors of
the Company on 29 October 2016.

General
Figures have been rounded off to the nearest rupee.

i PX

Chief Executive Director
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Contact Info.

Head Office:

Ismail Aiwan-e-Science Off Shahrah-e-Roomi Lahore, 54600
Ph: +92 (0)42 3576-1794-5
Fax: +92 (0) 3576-1791

www.azgard9.com




