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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 six months' period ended December 31,2018.

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):

Six Months ended Six Months ended
December 31, 2018 December 31, 2017
(Rupees) (Rupees)

Sales — net 9,424,382,568 7,471,960,234
Operating profit 744,964,187 610,193,208
Other Income 7,395,610 9,684,342
Finance Cost (673,838,419) (550,258,159)
Profit before tax 78,521,378 69,619,391
Loss after tax (12,910,435) (1,517,627)
Loss per share (0.03) (0.00)

Review of business during this period and future outlook

During this six months' period, the sales of the Company have increased by almost 26% as compared to
the same period of the previous year. Operating profit of this six months' period has also increased by
almost 26% when compared with the operating profit of the same quarter of last year. During this period
with better capacity utilizations; all segments have posted some increase in sales. However, the denim
division is still lagging behind its optimum capacity utilization based on the still difficult market
conditions in Turkey.

The Global economic issues such as the “USA China trade war”, general perception of the expected
slowdown in the world economy together with uncertain situation domestically due to elections and the
induction of a new Government has made this a difficult period for the Company's businesses. The
sectors in which the Company is operating in, continue to become more competitive. Our Government is
trying to help export oriented industries like your Company however, they have reduced the rates of
DLTL generally by more than 50% from the previous rates.

In addition to this, payments from the Government for DLTL, Sales Tax refunds and other payables by
the Government to the industry remained very slow. Consequently, the monies to be received from the
Government has increased farther. This is causing liquidity issues and hurting the industry form being
able to operate and grow optimally.

The competitively priced gas rates were finally made available to Punjab based industrial units from 16"
October. It's still unclear exactly what finally will be made available in terms of Winter and Summer
pricing of this gas but it's been a welcome relief that will certainly help the export industry in Punjab to
become more competitive internationally.

During the period, the Pakistan Rupee devalued by 14 percent which has positive impact on sales of the
Company. This resulted in increasing inflation and as a result rates increased from 7.92% to 11.55% for
short term loans. The increased interest rates are expected to increase the financial charges in the future
periods.

The Company is continuously working on exploring new markets and developing new products. The
efforts in particular to try and farther diversify the Company's markets is ongoing but still in its infancy.
It's difficult to find and build significant new market in a short span of time.




4 | Azgard Nine Limited

The Company’s corporate revitalization plan is progressing well. The creditors’ scheme of arrangement
which has been prepared by creditors was filed in the Honourable Lahore High Court (LHC) for its
approval. On January 31, 2019, LHC has approved the scheme of arrangement. Through this scheme, 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 (after required approvals). Post restructuring, it is
expected that the Company's debt levels should be sustainable. After implementation of the scheme it is
expected that the debt obligations of the Company should be payable in a timely manner. Barring off
course any uncontrollable external factors such as the local and global market conditions or other
external negative impacts.

For the future, developing new markets is very important. The Company is trying but this is a slow and
difficult process. The future also depends on Government policies towards export. In this competitive
environment, the management has no option but to constantly strive for cost reductions, develop
innovative new products and try to find and develop new markets.

Update on status of Montebello S.R.L

As mentioned in financial statements for year ended June 30, 2018, during proceeding of the bankruptcy
of Montebello S.R.L, the Company has questioned the decision of the expert. The Company has lodged
its defense regarding the classification of its claim. Decision of the Court is now awaited.

During the year ended June 30, 2018, the management, based on advice from the Company's legal
counsel, has concluded that due to ongoing bankruptcy proceedings, the management of the affairs of
MBL is under the Court appointed trustee. As a result, 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
the power to direct the activities of MBL. Hence the financial statements of the Company should not be
consolidated with MBL.

The board appreciates the cooperation, support and help of all the stakeholders. It hopes for their
continued support in the future in order to continue to improve the Company's performance.

)

Chief Executive Officer Director

Onbehalfofthe Board of Directors

Lahore
Date: February 25,2019
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AUDITORS’ REPORT TO THE MEMBERS ON REVIEW OF INTERIM
FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Azgard Nine
Limited (the Company) as at December 31, 2018, the related condensed interim statement of profit or
loss, condensed interim statement of comprehensive income, condensed interim statement of cash
flows, and condensed interim statement of changes in equity and notes to the financial statements for the
half year then ended (here-in-after referred to as the “interim financial statements”). Management is
responsible for the preparation and presentation of these interim financial statements in accordance with
accounting and reporting standards as applicable in Pakistan for interim financial reporting. Our
responsibility is to express a conclusion on these condensed interim financial statements based on our
review. The figures of the condensed interim statement of profit or loss and the condensed interim
statement of comprehensive income for the three-month period ended December 31, 2018 and related
comparative information have not been reviewed, as we are required to review only the cumulative
figures for the halfyear ended December 31, 2018.

Scope of Review

We conducted our review in accordance with 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 Qualified Conclusion

a) as stated in note 2.4 to these interim financial statements, the Company could not make
timely repayments of principal and interest / mark-up related to certain long term debts with
unconditional right to call the loan in case of default in repayment and as at reporting date
certain financial and other covenants imposed by the lenders could not be complied with.
International Accounting Standard: 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. In these interim financial statements, these long term debts
aggregating to Rs. 314.16 million have been classified as long term according to the
individual loan repayment schedules. Had these liabilities been classified as per IAS - 1,
current liabilities of the Company would have increased by Rs. 314.16 million as at the
reporting date;

b) the Company has investment in Term Finance Certificates (“TFC”) of Agritech Limited
(“AGL”). As per the latest available financial statements of AGL, its equity has completely
eroded. Further, the Company has not received due amount of principal and mark-up since
October 2012, against which aggregate impairment loss amounting to Rs. 66.39 million has
been recorded in these interim financial statements. Accordingly, the carrying value of the
Company's investment in TFCs of AGL as at December 31, 2018, amounting to Rs. 231.86
million and the related mark-up thereon amounting to Rs. 68.31 million as appearing in note
9.2 and 10 respectively of these financial statements also appear doubtful of recovery. We
were unable to determine the extent to which the amounts are likely to be recovered, if any,
and time frame over which such recovery will be made;
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c) as stated in note 11 to these interim financial statements, the Company has investment in
preference shares ("shares") of AGL, with cost of Rs. 5.25 per share, designated as available
for sale. The National Bank of Pakistan has agreed to repurchase these shares at Rs. 5.25 per
share at a future date and subject to conditions as defined in the put option agreement. As per
the latest available financial statements, AGL is in financial difficulties, is not able to timely
service its long term debt and its equity has completely eroded. International Accounting
Standard on Financial Instruments: Recognition and Measurement (IAS 39) requires the
investments classified as available for sale to be re-measured, at market rate prevailing as at
the balance sheet date, with a resultant gain or loss to be recognized in other comprehensive
income and to separately account for the derivative at fair value. However, the Company has
not complied with the requirements of IAS-39 and has measured the investment and the
derivative at the option price. We were unable to determine the respective fair values of the
investment in preference shares and the derivative by alternative means, and consequently
we were unable to determine the amount of adjustments required, if any; and

d) asstated innote 9.1 to these interim financial statements on December 18, 2014, the Court of
Vicenza, Italian Republic (“the Court”) approved bankruptcy proposal of public prosecutor
and appointed Trustee to manage the affairs of the wholly owned subsidiary, Montebello
s.r.l. (“MBL”). The Company has recorded impairment aggregating to Rs. 2,625.03 million
against its investment in MBL and Rs. 452.53 million against the trade receivables from
MBL. The management has represented through its legal counsel that the MBL bankruptcy
is currently in process with Italian Bankruptcy court and its appointed liquidator and
accordingly the assets of MBL are being realized for satisfaction of the claims filed against
MBL. In view of the absence of definite determination of the claims / recoveries expected by
the Company, we were unable to satisfy ourselves as to the appropriateness of the amounts
recorded and related disclosures made in the financial statements by the Company.

Qualified Conclusion

Based on our review, except for the effects on these interim financial statements of the matters from (a)
to (d) described in basis for qualified conclusion paragraph, nothing has come to our attention that
causes us to believe that the accompanying condensed interim financial statements as at December 31,
2018 and for the half year then ended, is not prepared, in all material respects, in accordance with the
accounting and reporting standards as applicable in Pakistan for interim financial reporting.

Emphasis of matter

Notwithstanding the matters as discussed in paragraphs (a) to (d) above, we draw attention to note 2.4 to
these interim financial statements that during the period ended December 31, 2018, the Company has
incurred loss after tax of Rs. 12.91 million and its current liabilities exceeded its current assets by Rs.
12,379.04 million, and its accumulated losses stood at Rs. 11,840.17 million. These conditions, along
with other matters as set forth in the said note, indicate the existence of a material uncertainty that may
cast significant doubt about the Company's ability to continue as a going concern. These interim
financial statements has however been prepared on a going concern basis for the reasons more fully
explained in note 2.3 to the financial statements. Our conclusion is not qualified in respect of this matter.

The engagement partner on the review resulting in this independent auditor's review report is Rana M.
Usman Khan.

Beloltts )&,m{ AL
Chartered Accountants

Lahore
Date: February 25,2019
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As at December 31, 2018
(Un-audited) (Audited)
December 31, June 30,
2018 2018
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 3,137,869,073 3,137,869,073
Surplus on revaluation of fixed assets 4,569,409,824 4,630,687,703
Accumulated losses (11,840,173,205) (11,888,540,649)
415,824,392 428,734,827
Non-current liabilities
Redeemable capital - secured 5 60,087,044 108,002,203
Long term finances - secured 6 211,554,394 381,987,672
Liabilities against assets subject to finance lease - secured 8,714,880 9,807,058
Deferred liability 290,259,216 232,042,381
570,615,534 731,839,314
Current liabilities
Current portion of non-current liabilities 7,727,299,525 7,439,381,488
Short term borrowings 5,234,376,131 4,590,852,774
Trade and other payables 2,073,858,255 1,846,555,112
Interest / mark-up accrued on borrowings 5,183,906,116 4,809,245,944
Dividend payable on preference shares 9,413,535 9,413,535
Unclaimed dividend on ordinary shares 3,764,422 3,783,005
Provision for taxation 17,240,024 7,374,778
20,249,858,008 18,706,606,636
Contingencies and commitments 7
21,236,297,934 19,867,180,777
ASSETS
Non-current assets
Property, plant and equipments 8 13,096,581,861 13,215,447,217
Long term investmens 9 231,864,928 231,864,928
Long term deposits - unsecured, considered good 37,036,296 37,036,296
13,365,483,085 13,484,348,441
Current assets
Stores, spares and loose tools 124,044,417 138,204,200
Stock-in-trade 2,878,572,257 2,468,069,912
Trade debts 2,245,514,417 1,354,829,408
Advances, deposits, prepayments and other receivables 10 2,161,894,772 1,973,310,989
Short term investments 11 306,022,500 306,022,500
Cash and bank balances 154,766,486 142,395,327
7,870,814,849 6,382,832,336

21,236,297,934

19,867,180,777

The annexed notes 1 to 18 form an integral part of these interim financial statements.

! =

Director Chief Financial Officer

Lahore
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Condensed Interim Statement of Profit or Loss (Un-audited)
For the half year and quarter ended December 31, 2018

2018 2017
July to October to July to October to
December December December December
Note Rupees Rupees Rupees Rupees
Sales - net 9,424,382,568 5,454,016,438 7,471,960,234 3,898,041,767
Cost of sales (7,971,566,727) (4,624,079,126)  (6,312,943,829) (3,324,011,331)
Gross profit 1,452,815,841 829,937,312 1,159,016,405 574,030,436
Selling and distribution expenses (459,744,056) (264,178,629) (304,989,890) (147,397,629)
Administrative expenses (248,107,598) (122,206,359) (243,833,307) (125,477,911)
Profit from operations 744,964,187 443,552,324 610,193,208 301,154,896
Other income 7,395,610 3,831,806 9,684,342 5,818,746
Finance cost 12 (673,838,419) (397,618,848) (550,258,159) (286,590,614)
Profit before taxation 78,521,378 49,765,282 69,619,391 20,383,028
Taxation (91,431,813) (52,901,043) (71,137,018) (36,930,102)
Loss after taxation (12,910,435) (3,135,761) (1,517.627) (16.547,074)
Loss per share - basic and diluted (0.03) (0.01) (0.00) (0.04)

The annexed notes 1 to 18 form an integral part of these interim financial statements.

!

Director

Lahore

=

Chief Financial Officer
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Condensed Interim Statement of Comprehensive Income (Un-audited)
For the half year and quarter ended December 31, 2018

2018 2017
July to October to July to October to
December December December December
Rupees Rupees Rupees Rupees
Loss after taxation (12,910,435) (3,135,761) (1,517,627) (16,547,074)
Other comprehensive income for the period: - - - -
Total comprehensive loss for the period (12,910,435) (3,135,761) (1,517,627) (16,547,074)

The annexed notes 1 to 18 form an integral part of these interim financial statements.

! =

Lahore Chief Executive Officer Director Chief Financial Officer
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Condensed Interim Statement of Cash Flows (Un-audited)

For the half year ended December 31,2018

2018 2017
July to July to
December December
Rupees Rupees
Cash flows from operating activities
Profit before taxation 78,521,378 69,619,391
Adjustments for non-cash items:
Finance cost 673,838,419 550,258,159
Gain on disposal of property, plant and equipment (99,014) (504,793)
Provision for employee benefits 67,508,766 52,324,327
Depreciation 228,563,717 225,002,980
969,811,888 827,080,673
Profit before changes in working capital 1,048,333,266 896,700,064
Effect of Changes in Working Capital
Stores, spares and loose tools 14,159,783 (3,554,238)
Stock-in-trade (410,502,345) (277,071,723)
Trade debts (890,685,009) 193,300,592
Advances, deposits, prepayments and other receivables (188,583,783) (302,564,834)
Trade and other payables 227,303,143 (87,298,909)
(1,248,308,211) (477,189,112)
Net cash (used in) / generated from operations (199,974,945) 419,510,952
Payments for:
Finance cost (177,013,022) (136,609,232)
Long term deposits - (15,430,000)
Employee benefits (9,291,931) (12,475,542)
Income taxes (81,566,567) (73,212,848)
(267,871,520) (237,727,622)
Net cash (used in) / generated from operating activities (467,846,465) 181,783,330
Cash flows from investing activities
Capital expenditure (109,770,017) (112,693,105)
Proceeds from disposal of fixed assets 170,670 825,000
Net cash used in investing activities (109,599,347) (111,868,105)
Cash flows from financing activities
Liabilities against assets subject to finance lease - net (36,851,160) (21,329,155)
Repayment of long term finance (16,836,643) (16,836,588)
Short term borrowings - net 643,523,357 (38,780,520)
Dividend paid (18,583) -
Net cash generated / (used in) from financing activities 589,816,971 (76,946,263)
Net increase / (decrease) in cash and cash equivalents 12,371,159 (7,031,038)
Cash and cash equivalents at the beginning of period 142,395,327 159,221,839
Cash and cash equivalents at the end of period 154,766,486 152,190,801

The annexed notes 1 to 18 form an integral part of these interim financial statements.

! =

Lahore Director Chief Financial Officer
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Condensed Interim Selected Explanatory Notes to the Financial Statements (Un-audited)
For the half year ended December 31, 2018

1 Status and nature of business

Azgard Nine Limited ("the Company") is 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 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 three production units with Unit I located at 2.5 km off Manga, Raiwind Road, District Kasur, Unit IT at Alipur Road, Muzaffargarh
and Unit 11T at 20 km off Ferozpur Road, 6 km Badian Road on Ruhi Nala, Der Khurd, Lahore.

2 Basis of preparation

2.1

22

23

2.4

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 Companies Act, 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 Companies Act, 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 ended June 30, 2018.

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

These condensedinterim financial statements are being submitted to the shareholders as required by Section 237 of the Companies
Act, 2017.

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 concludedthat as a result of
ongoing bankruptcy proceedings and management of affairs of Montebello s.t.l. ("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.

Going concern assumption

During the period, current liabilities exceeded its current assets by Rs. 12,379.04 million, including Rs. 13,732.81 millionrelating
to overdue principal and mark-up thereon, and its accumulated loss stood at Rs. 11,840.17 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 January 31, 2019, which has been approved by LHC.

During this scheme of restructuring, Unit IT and III 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 as the local and global market conditions.

Financial liabilities

Due to factors mentionedin note 2.3, 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 (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 managementconsiders that since event of default has not been declared by the lenders and financial restructuring of
the company is in progress.The long term debts of Rs. 314.16 million classified as long term as per the respective individual
repayment schedules.
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Principal net of current maturity Rupees
Redeemable capital

Privately Placed Term Finance Certificates 54,409,364
Privately Placed Term Finance Certificates 36,200,000
90,609,364

Long term finances

Deutsche Investitions - Und MBH (Germany) 223,549,430
314,158,794

3 Changes in accounting standards

3.1 IFRS 15 - Revenue from contracts with customers

IFRS 15 - Revenue from contracts with customers', with effect from July 01, 2018 , replaced various standards and guidance
including TAS 18 - Revenue'. IFRS 15 provides a single, principles-based approach to the recognition of revenue from all
contracts with customers and focuses on the identification of performance obligations in a contract and requires revenue to be
recognized when or as those performance obligations in a contract are satisfied.

The Company has determinedthat the adoption of IFRS 15 does not have any impact on the reported revenue of the Company for
the period ended December 31, 2018.

3.2 IFRS 9 - Financial Instruments

SECP through SRO 1007(1)/2017, dated October 4, 2017, had notified IFRS 9 “Financial Instruments”, replacing the
International Accounting Standard (IAS) 39 “Financial Instruments: Recognition and Measurement” with effect from reporting
periods starting July 1, 2018. Applicability of this IFRS 9 has been subsequently deferred through SRO 229 (1)/2019, dated
February 15, 2019. Accordingly the requirements of IFRS 9 have not been considered in the preparation of these condensed
interim financial statements.

Accounting Policies and Estimates

4.1 The accounting policies and methods of computation adopted in the preparation of these interim financial informationare the same
as those applied in the preparation of the financial statements for the year ended June 30, 2018 except for those mentionedin note
3.1

4.2 Judgments and estimates made by the managementin the preparation of the condensedinterim financial statements are the same as
those applied in preparation of annual published financial statements of the Company for the year ended June 30, 2018.

(Un-audited) (Audited)
December 31, June 30,
2018 2018
Rupees Rupees

Redeemable capital - secured
Term Finance Certificates - II 651,066,836 651,066,836
Privately Placed Term Finance Certificates - IV 974,330,706 991,167,294
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

5,915,036,393 5,931,872,981
Less: Transaction cost (30,522,320) (27,911,843)

5,884,514,073 5,903,961,138
Less: Current maturity presented under current liabilities (5,824,427,029) (5,795,958,935)

60,087,044 108.002,203

Long term finances-Secured
Deutsche Investitions - Und MBH (Germany) 1,117,747,147 994,591,224
Citi Bank N.A. (Pakistan) 565,781,488 565,781,488
Meezan Bank Limited 234,568,765 234,568,765
Saudi Pak Industrial and Agricultural Company Limited 43,251,155 43,251,155

1,961,348,555 1,838,192,632
Less: Transaction costs (11,995,035) (13,614,729)

1,949,353,520 1,824,577,903
Less: Current maturity presented under current liabilities (1,737,799,126) (1,442,590.231)

211,554,394 381,987,672
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7  Contingencies and commitments
7.1 Contingencies

There is no material change in the status of contingencies as disclosed in the financial statements for the year ended June 30, 2018.

(Un-audited) (Audited)
December 31, June 30,
2018 2018
Note Rupees Rupees
7.2 Commitments
7.2.1 Commitments under irrevocable letters
of credit for:
- purchase of raw material 65,966,580 15,229,387
- purchase of machinery 33,649,650 -
99,616,230 15.229.387
7.2.2  Commitments for capital expenditure 15,636,860 16,103,163
(Un-audited) (Audited)
December 31, June 30,
2018 2018
Rupees Rupees
8  Property, plant and equipment
Operating fixed assets 8.1 13,050,480,877 13,163,865,121
Capital work in progress 46,100,984 51,582,096
13,096,581,861 13,215,447,217
8.1 Operating fixed assets
Net book value as at the beginning of the period / year 13,163,865,121 12,991,109,596
Additions during the period / year 8.1.1 115,251,129 629,008,627
Disposals during the period / year - Net book value (71,656) (591,943)
Depreciation charged during the period / year (228,563,717) (455,661,159)
Net book value as at the end of the period / year 13,050,480,877 13,163,865,121

Spinning Unit at Alipur Road, Muzafargarh (Unit II) and Garment Unit at 20 km, Ferozepur Road, Lahore (Unit III) of the
Company would be sold through scheme of restructuring. In these financial statements, the Company has kept the classification of
these assets as non-current assets. Restructuring agent bank is identifying active buyers and price negotiations are underway. Fair
values of these assets are being evaluated. As per scheme of restructuring, the timeline for sale of these assets is 6 months and 15
days from date of filing of this scheme with registrar.

8.1.1 Additions- Cost (Un-audited) (Audited)
December 31, June 30
2018 2018
Rupees Rupees
Assets owned by the Company
Building on freehold land - 100,257,466
Plant and Machinery 110,044,896 327,964,970
Furniture, fixtures and office equipment 1,427,749 8,080,519
Vehicles 1,031,840 1,535,475
Tools and equipment's 1,434,047 23,566,388
Electric installations 1,312,597 9,169,058
Leased Assets - 158,434,751
115,251,129 629,008,627

9 Long term investments

These represent investments in equity and debt securities, classified as available for sale financial assets.Particulars of investments are as

follows:
(Un-audited) (Audited)
December 31, June 30,
2018 2018
Note Rupees Rupees
Investment in Montebello s.r.I. ("MBL") 9.1 - -
Investment in Agritech Limited TFC's 9.2 231,864,928 231,864,928
231,864,928 231,864.928
9.1 Investment in Montebello s.r.l. ("MBL'")
6,700,000 ordinary shares with a capital
of Euro 6,700,000
Cost 2,625,026,049 2,625,026,049
Accumulated impairment 9.1.1 (2,625,026,049) (2,625,026,049)

9.1.1 As disclosed in the note 2.2, the management, based on advice from the Company’s legal counsel, has determined that
the MBL has ceased to be a subsidiary of the Company.
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During the bankruptcy proceeding, 48 parties filed their claims with the Court and all have been accepted by the Court
aggregating to Euro 7.89 million. The value of priority claims included therein are of Euro 3.93 million and the value of
unsecured and subordinated claims are of Euro 3.96 million. 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 claim aggregating to Euro 3.84 million has been accepted on account of principal and interest as
subordinate claim due to Company being the parent 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. The Court has appointed an expert to decide whether claim of the Company should be
accepted as unsecured claim or subordinate. The expert has given his opinion that claim of the Company should be
subordinated. The Company has lodged defence against the decision of expert. Decision of the Court is now awaited.

(Un-audited) (Audited)
December 31, June 30,
2018 2018
Note Rupees Rupees
9.2 Investment in Agritech Limited TFC's
53,259 (2017: 53,259) Term Finance 9.2.1
Certificates of Rs. 5,000 each
Cost 266,074,508 266,074,508
Less: impairment allowance (34,209,580) (34.209,580)
231,864,928 231,864,928

9.2.1 These represent Term Finance Certificates ("TFCs") issued by AGL and carry return at six months KIBOR plus 1.75%
and &"are redeemable in thirteen unequal semi-annual installments starting from July 14, 2013. "&"Since majority of
TFCs are pledged as security with providers of debt finance, therefore these have been presented as long term
These are secured by charge over property, plant and equipment of AGL.

10  Advances, deposits, prepayments and other receivables
It includes accrued markup income related to investment in TFCs of AGL of Rs. 68.31 million (June 30, 2018: Rs.68.31 million).

11 Short term investments

These represent investments in preference shares of Agritech Limited. These have been classified as available for sale financial assets.

(Un-audited) (Audited)
December 31, June 30,
2018 2018
Rupees Rupees

58,290,000 fully paid preference

shares of Rs. 5.25 each

Cost 306,022,500 306,022,500
Fair value adjustment - -

306,022,500 306,022,500

This represents investment in preference shares of Agritech Limited received as part consideration against sale of ordinary shares of
Agritech Limited to National Bank of Pakistan. The Company has a put option to sell these shares to NBP at the purchase price i.e. Rs.
5.25 per share.

(Un-audited) (Un-audited)
July to December July to December
2018 2017
Rupees Rupees
12 Finance cost
Interest / mark-up on:
Redeemable capital & long term financing 248,678,496 204,018,185
Liabilities against assets subject to finance lease 489,384 851,529
Short term borrowings 195,802,646 187,232,098
444,970,526 392,101,812
Amortization of transaction costs 9,944,632 1,019,093
Foreign exchange loss on foreign currency borrowings 123,155,924 83,059,518
Bank discountings and other charges 95,767,337 74,077,736
673,838,419 550,258,159

13 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 agreed terms.

17
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Detail of transactions and balances with related parties are as follows:

(Un-audited) (Un-audited)
July to December July to December
2018 2017
Rupees Rupees
13.1  Transactions with related parties
13.1.1 Other related parties
JS Bank Limited
Mark-up expense 18,800,357 12,827,740
Mark-up paid 13,377,778 10,319,867
JS Value Fund Limited
Mark-up expense 910,757 771,733
Unit Trust of Pakistan
Mark-up expense 1,472,762 1,192,979
JS Large Cap Fund
Mark-up expense 4,611,393 4,611,393
JS Global Capital Limited
Mark-up expense 18,102,666 18,102,666
JS Principal Secure Fund
Mark-up expense 1,856,535 1,856,535
JS Income Fund
Mark-up expense 1,486,573 1,486,573
JS Growth Fund
Mark-up expense 4,318,986 4,208,133
13.1.2 Key management personnel
Short term employee benefits 155,822,215 210,518,569
(Un-audited) (Audited)
December 31, June 30,
2018 2018
Rupees Rupees
13.2  Balances with related parties
13.2.1 Other related parties
JS Bank Limited
Redeemable capital - PPTFC IV 65,021,777 65,021,777
Short term borrowing 322,489,916 333,427,332
Mark-up payable 57,916,161 52,493,581
JS Value Fund Limited
Redeemable capital - TFC IT 19,523,024 19,523,024
Redeemable capital - TFC VI 12,900,000 12,900,000
Mark-up payable 14,723,870 13,813,112
Unit Trust of Pakistan
Redeemable capital - TFC V/ 31,980,766 31,980,766
Redeemable capital - PPTFC VI 19,265,000 19,265,000
Mark-up payable 21,571,433 20,098,670
JS Large Cap Fund
Redeemable capital - PPTFCs 83,160,000 83,160,000
Mark-up payable 36,615,462 32,029,131
JS Global Capital Limited
Redeemable capital - PPTFCs 326,456,184 326,456,184
Mark-up payable 143,739,105 125,734,823
JS Principal Secure Fund
Redeemable capital - PPTFCs 33,480,000 33,480,000
Mark-up payable 14,741,290 12,894,845
JS Pension Savings Fund
Redeemable capital - PPTFC VI 3,850,000 3,850,000
JS Income Fund
Redeemable capital - TFC 11 7,369,942 7,369,942
Redeemable capital - TFC V 31,980,766 31,980,766
Redeemable capital - PPTFC VI 24,135,000 24,135,000
Mark-up payable 27,129,693 25,313,120
JS Growth Fund
Redeemable capital - TFC IT 16,269,187 16,269,187
Redeemable capital - PPTFC VI 10,750,000 10,750,000
Redeemable capital - PPTFCs 64,200,000 64,200,000

Mark-up payable 40,537,239 36,237,601
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13.2.2 Key Management Personnel
Short term employee benefits payable 17,254,494 13,732,805

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

As at December 31, 2018

Principal Interest / mark-up Total
Rupees Rupees Rupees
Redeemable Capital 5,733,817,666 1,872,322,058 7,606,139,724
Long Term Finances 1,961,348,555 1,042,668,861 3,004,017,416
Bills Payable 337,503,037 249,398,377 586,901,414
Short term Borrowings 474,015,216 1,903,957,087 2,377,972,303
Preference Shares 148,367,250 9,413,535 157,780,785
8,655,051,724 5,077,759,918 13,732,811,642

As at June 30, 2018

Principal Interest / mark-up Total
Rupees Rupees Rupees
Redeemable Capital 5,705,349,573 1,743,363,497 7,448,713,069
Long Term Finances 1,838,192,632 931,987,305 2,770,179,937
Bills Payable 337,503,037 235,949,100 573,452,137
Short term Borrowings 474,015,216 1,826,598,019 2,300,613,235
Preference Shares 148,367,255 9,413,535 157,780,790
8.,503,427,712 4,747,311,456 13.250,739.168

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

Fair value of assets

The table below analyses financial instruments carried at fair value, by valuation method. The different levels have been defined as
follows:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from prices).

Level 3 - Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs).

The following table presents the Company's financial assets which are carried at fair value:

December 31, 2018
Level 1 Level 2 Level 3 Total
Rupees Rupees Rupees Rupees
- Agritech Limited - 231,864,928 306,022,500 537,887,428
- Freehold Land - 2,154,390,000 - 2,154,390,000
-Buildings on Freehold Land - 2,929,262,551 - 2,929,262,551
-Plant and Machinery - 7,440,595,578 - 7,440,595,578
- 12,756,113,057 306,022,500 13,062,135,557
June 30, 2018
Level 1 Level 2 Level 3 Total
Rupees Rupees Rupees Rupees
- Agritech Limited - 231,864,928 306,022,500 537,887,428
- Freehold Land - 2,154,390,000 - 2,154,390,000
-Buildings on Freehold Land - 2,966,341,824 - 2,966,341,824
-Plant and Machinery - 7,497,920,903 - 7,497,920,903
- 12.850,517.655 306.,022.500 13,156,540.155

Level 2 debt investmentsare fair valued using a discounted cash flow approach, which discounts the contractual cash flows using discount
rates derived from observable market prices of other quoted debt instruments of the counterparties.

The amount of Rs. 306 millionin Level 3 represents 58,290,000 preference shares of Agritech Limited (June 2018: 306 million)received
as part consideration against sale of ordinary shares of Agritech Limited to National Bank of Pakistan. The Company has a put option to
sell these shares to NBP at the purchase price of Rs. 5.25, depending on certain underlying conditions being met. The Company has
recognized these shares at Rs. 5.25 instead of their quoted market value.
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17 Date of authorization

These condensed interim financial statements were authorized for issue by the Board of Directors of the Company on
February 25, 2019.

18 General

Corresponding figures has been re-arranged, where necessary for the purpose of comparison.
Figures have been rounded off to the nearest rupee.
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Director Chief Financial Officer

Lahore
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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




