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LETTER OF TRANSMITTAL
 As per the assigned task Dated 23 September, 2015 regarding
 “Feasibility report for a spinning mill with 50,000 spindle
 manufacturing unit”
 Submitted is this report. This report was developed from 23 September, 2015 to
 26 December 2015, as per the assigned task.
 This report is based on the data collected from the original study and from different
 internet source, and consultant (spinning engineer) for assessing different aspects
 of spinning mill
 This report has followed the given criteria as required by the instructor.
 Sincerely,
 Muhammad Talha.
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EXECUTIVE SUMMARY
 The report discusses the feasibility study of Fatima khawar spinning mill.
 50,000 spindles will be used to manufacture the cotton yarns. The mill will be
 located at sundar industrial estate at kot lakhpat Lahore. Area allocated for this
 spinning mill is 2 Acres, cost of the project is calculated as Rs-1,169,483,579/-,
 whereas the means of financing this project is
 1. Promoters contribution @ 20%= Rs-194,243,960/-
 2. Term loan is of Rs-758,605,880/-
 Production capacity for first year is 80% and for next proceeding years will be 90
 %( allowed). Variable cost at full capacity 90% is Rs-1,013,652,981/- per Anum.
 And at 80 % is Rs- 901,024,872/- p.a. At the end of this report there is a Balance
 sheet, cost of production and profitability estimate, and some financial ratios to
 find that the project is viable or not?
 Return on investment is 3.9 years. Price for selling of manufactured cotton yarn at
 Fatima khawar spinning mill will be Rs- 306.89/ kg. Per day production will be 47
 ton of cotton yarns, which means the annual production will be 16,920 ton. Price of
 1 bale of cotton is Rs-2,350 and weight of 1 bale is 375 pounds. 47 ton (94,000
 pounds) of production each day means 251 bales per day will be used and 90,360
 bales of cotton will be used on first year of production. Estimated sale per day will
 be Rs- 13,085,299/- and monthly sales will be Rs-392,558,970/- and annual sales
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will be Rs-4,710,707,640/-. Cost incurred per month Rs-75,085,406/- and annual
 cost incurred will be Rs- 901,024,872/-
 As we know:
 Sales revenue - cost = profit
 4,710,707,640 – 901,024,872 = Rs-3,809,682,768/-
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FEASIBILITY REPORT OF FATIME KHAWAR (FK) SPINNING
 MILL PVT.LTD.
 Introduction:
 The Fatima Khawar (FK) mill is a spinning mill that will be located in the heart of
 Sundar Industrial Estate (SIE), kot lakhpat Lahore. Due to the challenging nature
 of textile sector, the FK Spinning Mill, will run under the shed of state of the art
 technologies that will ensure the quality, efficiency and will help to cope with the
 environmental and customer’s needs. As Manufacturing starts from the core
 activity of textiles which is spinning. This is the twisting together of drawn out
 strands (threads) of fibers into yarn. Initially the mill will operate using 50,000
 spindles to form yarns that will be distributed in Pakistan, during the first year of
 operation the mill will operate on 80% capacity. Initially 50,000 spindles will be
 used to produce cotton yarns latter keeping in mind the local market demand,
 production level may vary accordingly. Foreign market distribution will be a part
 of company’s strategy that will boost the production level and may result in the
 addition of new units and additional spindles. Estimated sale is Rs-157,021,008/-
 P.a
 Vision statement of FK spinning mill:
 To achieve a competitive advantage in the production of yarns that will move the
 spinning Industry to a New Era of spinning techniques.
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Mission statement of FK spinning mill:To produce a worldwide, quality recognized Yarns.
 Slogan of FK spinning mills: A sign of quality yarns.
 Production plan
 i. Product proposed to be manufactured:
 The FK spinning mill will produce ring cotton yarns. The count that has
 been selected is 80 counts which means 1 pound of cotton will produce 67,200
 yards of ring yarn. As 1 count = 840 yards which means in 1 pound of cotton you
 can produce 840 yards. Today more than 120 counts are being produced in the
 world but FK spinning mill will use 80 counts and the end use for 80 counts are
 mainly for:
 Sheeting
 Shirting
 Circular knitting
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Bottom-weight fabrics
 Denim
 Hosiery etc.
 Another advantage of using 80 count is that, by using more no of counts low back
 end variable will be required. The demand for cotton yarn in Pakistan is currently
 met through domestic production, Keeping in view the demand for cotton yarns the
 mill have selected to produce cotton yarns only and 50,000 spindle will be used to
 produce cotton yarns only, keeping in view the demand for other fibers the mill
 have plans to expand their production unit for the production of other fibers as
 well.
 ii. Manufacturing process (in brief)
 SPINNING
 The cotton fiber grows in the seedpod or boll, of the cotton plant. Each fiber is a
 single elongated cell that is flat, twisted, and ribbon like with a wide inner hollow
 (lumen). It is composed of about 90 percent cellulose and about 6 percent
 moisture; the remainder consists of natural impurities. The outer surface of the
 fiber is covered with a protective wax like coating which gives the fiber a
 somewhat adhesive quality. After this hydraulic pressing is done and cotton is been
 tested for the quality control. And then it has been sent for even moisture
 distribution. After all these processes this bale cotton gone to traders and textile
 8 | P a g e
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mills receives these bale cotton from traders. As soon as the cotton arrives at the
 mill after ginning process (Cotton Ginning is the process of separating the cotton
 fibers from the cotton seeds.) in large bales weighing about 375 pounds (170 kg)
 each it is been kept for 24hours.
 Following will be the manufacturing process for the production of cotton yarns
 1. BLENDING STEPS:
 Cotton is passed from bales and then to apron. Apron moves cotton to blending
 apron. Blending apron has sharp spikes the raise cotton until part of it is knocked
 9 | P a g e

Page 10
                        

off by the roll. Some of the cotton stays on apron. The cotton knocked back by roll
 and continues to chum and blend until picked up again by apron. Another roll
 strips off cotton that was not knocked back by previous roll. Cotton falls on
 conveyor belt and is carried to next process. It is necessary so as to obtain
 uniformity of fiber quality.
 2 . OPENING STEPS : Lint cotton falls on apron and passes between feeder rolls to beater cylinder. The
 rapidly whirling beater blades take off small tufts of cotton, knock out trash, and
 loosen up the mass. The two screen rolls are made of screen material and air is
 sucked out of them by fan. This draws the cotton from beater and condenses it on
 the surface of the screen rolls from which it is taken and passed on by the small
 rolls. Air suction through cotton takes out dirt and trash. Conveyor belt passes
 cotton to another type of beater. From beater the cotton passes to a conveyor and is
 carried to (Cotton going through the picker. It is necessary in order to loosen hard
 lumps of fiber and disentangle them; cleaning is required to remove trash such as
 dirt, leaves, burrs, and any remaining seeds. Mechanical bale pickers pluck thin,
 even layers of the matted fibers from each of a predetermined number of bales in
 turn and deposit them into an opening machine where the fibers are loosened)
 hopper. The fiber is mixed and passed to an opener. As the mass of fiber passes
 through the opener, cylinders with protruding fingers open up the limp and free the
 trash. The kind and number of cylinders or beaters, employed depend upon the
 type of cotton that is being processed. The commonly used porcupine beater
 revolves about 1000 revolutions per minute. As the cotton is opened, trash falls
 through a series of grid bars. When the cotton emerges from the opener, it still
 contains small tufts with about two-thirds of the trash. It may be conveyed as lap.
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Here different machineries are used like GBR, MPM-8 BАУ for homogenous
 mixtures and for removing dirt’s.
 3 . CARDING PROCESS:
 Before the raw stock can be made into yarn, the remaining impurities must be
 removed, the fibers must be disentangles, and they must be straightened. The
 straightening process puts the fibers into somewhat parallel CARDING. The work
 is done by carding machine. The lap is passed through a beater section and drawn o
 rapidly revolving cylinder covered with very fine hooks or wire brushes slowly
 moves concentrically above this cylinder. As the cylinder rotates, the cotton is
 pulled by the cylinder through the small gap under the brushes; the teasing action
 removes the remaining trashes, disentangles the fibers, and arranges them in a
 relatively parallel manner in form of a thin web. This web is drawn through a
 funnel shaped device that molds it into a round rope like mass called card sliver.
 Card sliver produces carded yarns or carded cottons serviceable for inexpensive
 cotton fabrics.
 STEPS: The lap from pucker unrolls and feed roll passes cotton licker in roll
 (covered with saw toothed wire).The licker in roll passes fiber against cleaner bars
 and gives it up to large cylinder which passes between the thousands of fine wires
 on surface of cylinder and on flats. The cotton follows large cylinder to doffer
 cylinder, which remove lint from large cylinder. The doffer comb vibrates against
 doffer cylinder and takes lint off in a filmy web that passes through condenser
 rolls, coiler head, and then into can. The sliver may be passed from one can to
 combing for further removal of foreign matter and parallelization of fiber or
 directly to drawing.
 11 | P a g e

Page 12
                        

5. DOUBLING PROCESS:
 After carding, several slivers are combined. This results in a relatively narrow lap
 of compactly placed staple fibers. The compactness of these fibers permits this
 cotton stock to be attenuated, or drawn out, to a sliver of smaller diameter without
 falling apart.
 6. COMBING PROCESS:
 When the fiber is intended for fine yarns, the sliver is put through an additional
 straightening called COMBING. In this operation, fine-toothed combs continue
 straightening the fibers until they are arranged with such a high degree of
 parallelism that the short fibers, called noils, are combed out and completely
 separated out from the longer fibers. The combing process forms a comb sliver
 made of the longest fibers, which, in turn, produces a smoother and more even
 yarn. This operation as much as 25% of the original card sliver; thus almost one
 fourth of the raw cotton becomes waste. The combing process, therefore, is
 identified with consumer goods of better quality. Since long-staple yarns produce
 stronger, smoother, and more serviceable fabrics, quality cotton goods carry labels
 indicating that they are made from combed yarns or combed yarns.
 7. DRAWING PROCESS:
 The combining of several fibers for the drawing, or drafting, process eliminates
 irregularities that would cause too much variation if the slivers were pulling
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through singly. The draw frame has several pairs of rollers, each advanced set of
 which revolves at a progressively faster speed. This action pulls the staple
 lengthwise over each other, thereby producing longer and thinner slivers. After
 several stages of drawing out, the condensed sliver is taken to the slubber, where
 rollers similar to those in the drawing frame draw out the cotton further. Here the
 slubbing is passed to the spindles, where it is given its first twist and is then wound
 on bobbins.
 STEPS: Her six cans that were filled at cards feed each drawing from delivery.
 The spoons are connected so that if any one of the six slivers from can should
 break, the machine automatically stops. This prevents making uneven yarn later.
 Each of four set of rolls runs successively faster than preceding set. The last set
 runs approximately six times as the first set; consequently, sliver coming out is the
 same size as each one of six going in. but is attenuated to six times the length per
 minute. The sliver is neatly coiled again in roving can by coiler head. The sliver is
 now much more uniform and fibers much more nearly parallel. The sliver is now
 ready for roving frames.
 8. SPINNING PROCESS:
 The roving, on bobbins, is placed in the spinning frame, where it passes through
 several sets of rollers running at successively higher rates of speed and is finally
 drawn out to yarn of the size desired. Spinning machines are of two types; ring
 frame and mule frame. The ring frame is faster process, but produces a relatively
 coarse yarn. For very fine yarns, such as worsted, the mule frame is required
 because of its slow, intermittent operation. The ring frame, which is general in use,
 is more suitable for the manufacture of cotton yarns in mass production. Its
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hundreds of spindles, whirling thousands of revolutions per minute, and its
 constant spinning action provide a fast operation. The ring spinning frame
 completes the manufacture of yarn (1) by drawing out the roving (2) by inserting
 twist, and (3) by winding the yarn on bobbins-all in one operation. The bobbins of
 yarn are removed for such processing as may be desired; for example, the yarn
 may be reeled into skeins for bleaching or may be wound on cheeses, or spools, for
 ultimate weaving.
 STEPS: The principle of spinning is same as that used in roving except that the
 operation is more refined and a ring and traveler are used instead of the flyer. From
 bobbin roving is fed between set of drafting rolls to draw strand down to its final
 desired size. The spindle turns bobbin at a constant speed. The front set of rolls is
 adjusted to deliver yarn at a speed sufficient to insert desired mount of twist as
 strand moves along. The traveler glides freely around ring. The tension caused by
 drag of traveler causes yarn to wind on bobbin at same rate of speed as it delivered
 by rolls
 iii. Plant capacity:
 The implementation period is of 2 years and the mill will start its production on 3 rd
 year of implementation
 Years 3 4 5 6
 a. Licensed capacity 90% 90% 90% 90%
 b. Proposed capacity 80% 90% 90% 90%
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Marketing plan
 a. Major customers:
 The textile industry consists of large-scale organized sector and a highly
 fragmented cottage / small-scale sector. The various sectors that are a part of the
 textile value chain. The spinning industry is comprised of 440 textile units (50
 composite units and 390 spinning units) with 11.4 million spindles and 0.135
 million rotors in operation with capacity utilization of 89% and 60% respectively.
 Major customers are the garments mill that are located in all aver the Pakistan,
 especially in Lahore, and Faisalabad respectively.
 b. Region/ area where the product will be sold
 The product will be sold mainly in Punjab and other regions of Pakistan, through
 different distribution channels.
 c. Major players already in the field
 Following are some major players in textile spinning in Pakistan
 1. Chenab limited
 2. Fateh textile Mills limited
 3. The national silk and rayon mills limited
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4. Gull Ahmed textile mill limited
 5. Hussein industries limited
 6. Kohinoor textile mills limited
 7. Nishat mill limited
 8. Safa textiles limited
 9. The crescent textile mills limited
 10.Fazal textile mills limited
 d. Competitive advantage enjoyed by the proposed venture
 The competitive advantage will be the price and technology and the quality that
 will add value to the product. The price is selected to be 306.89/ kg for yarn.
 Which will be among the lowest price. The reason for selecting this price is to gain
 the competitive advantage. After establishing a good repo in the market the price
 will be changed according to the demand. However the quality level will be high
 and the profit margin will satisfy the company’s production in all sense.
 e. Sales channel and method
 Distributers will sell the product and FK spinning mill will operate its own
 distribution channel that will be head by the marketing department of FK spinning
 mill. The product will be sold on cash and also on credit basis with a time period of
 3 months.
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About promoters of the project
 The project will involve only one promoter. Name of the promoter is
 MUHAMMAD TALHA, age 22. This is the first project that is going to be
 executed by the promoter. There is no partner in this business with the
 promoter. He has a good repo in the market and has a net worth of Rs-
 400,000,000. He has done BBA from NATIONAL UNIVERSITY OF
 MODERN LANGUAGES.
 Schedule of implementation
 The schedule that has been developed for different components of the project are
 as under
 1. Acquisition of land: 1st January, 2016 – 30th January, 2016
 2. Land development: 16th July, 2017 – 16th September, 2017
 3. Construction of building: 15th February,2016 – 1st November, 2016
 4. Procurement of plant and
 Machinery. 20 December, 2016 – 16 February, 2017
 5. Erection of plant and machinery 1 January, 2017 – 1 February, 2017
 6. Trial production 1st October, 2017 – 30th December, 2017
 7. Commercial production 1st January, 2018
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Raw material required
 1. Raw material required:
 The raw material will be cotton bale and it will be stocked for 1 month, it will be
 brought from near place almost around 30 kilometers from different suppliers. Per
 day production will be 47 ton of yarn, which means the annual production will be
 16,920 ton for the working days. Price of 1 bale of cotton is Rs-2,350/- and weight
 of 1 bale in Pakistan is 375 pounds which is 170 kg. 47 ton (94,000 pounds) of
 production each day means 251 bales per day will be used and 90,360 bales of
 cotton will be used on first year of production.
 2. Sources of supply:
 The raw material will be supplied by the suppliers of cotton bale, also the bales
 will be purchased directly from the manufactures on season days of (kapas and
 putti harvesting) to eliminate the cost of retailers and wholesalers.
 3. Minimum purchase order:
 The minimum purchase order will be of 7350 bales of cotton which will be of Rs-
 17,272,500/-
 4. Arrangement made for regular supply of the required quantity
 of raw material:
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Different suppliers will be selected through quotations will well reputation in the
 market to provide raw material on credit as well if required for at least 3 months,
 and for regular supply of the required quantity of cotton bales.
 Man power Requirement of spinning mill and Annual labor cost
 Following man power will be required for the Fatima khawar spinning mill.
 S/N Description
 Req No Monthly salary
 Annual salary
 1 spinning Manager 1 109,000 1308,0002 Asst. Spinning manager 1 60,000 720,0003 Production and Tech Manager 1 85,500 1026,0004 Production Head 1 55,000 660,0005 Maintenance head 1 46,000 552,0006 Shift Leader 6 40,000 480,0007 Production supervisor 6 47,000 564,0008 Mechanical maintenance supervisor 1 45,500 540,0009 Electrical Supervisor 1 43,500 522,000
 10 Machine Operators 173 28000 58,128,00011 Mechanic 10 30,000 360,00012 Electrician 5 29,300 351,60013 Quality and Laboratory manager 1 47,500 570,00014 Process testers 6 35,000 420,00015 Marketing Manager 1 70,500 846,00016 Finance manager 1 75,500 906,00017 Accountant 3 50,000 600,00018 Clerks 3 48,000 576,00019 Cashier 1 47,000 564,000
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20 Store Keepers 4 21,000 252,00021 Guard 7 14000 168,00022 Messenger and cleaner 1 21000 252,00023 Driver 3 18000 216,00024 Cleaner 20 13000 156,000
   Sub Total 70,737,600
 Location advantage of the proposed project
 The location has been selected by analyzing different location and different
 locations were analyzed by the DIMENTIONAL ANALYSIS technique:
 (CA1/CB1) w1 * (CA2/ CB2) w2 *(CA3/CB3) w3 *………..
 For other locations the value was greater than 1, which suggest that sundar
 industrial estate is preferable than other locations. SIE also provides some
 advantages over other locations as:
 1. I nfrastructure
 Reinforced Concrete Road Network
 Underground Sewerage System
 Underground Electricity Distribution System
 Walled industrial estate with limited entry/exit points.
 High Pressure Gas Pipelines
 Potable Water
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Telecommunications System
 Estate Managed Electrical Distribution System.
 Fully Equipped Fire Station
 Computerized Weigh Station
 Information Signage’s
 Technical Training Facilities
 Estate Owned Security Arrangements.
 Hospital / Emergency Medical Services (Social Security)
 Mosque.
 Petrol Stations
 2. Environmental Compliance
 Environmental rules & regulations
 Health Safety and Environmental awareness
 Solid Waste Management
 Combined Effluent Treatment Plant
 Following industrial zones have been established at SIE:
 Pharmaceuticals
 Food Processing
 Engineering
 Textile/Garments
 Carpet
 Paper & Board
 Plastics
 Electronics
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Chemicals
 Paints
 Steel
 Auto parts
 Wood products
 Warehouse etc.
 3. Area Distribution
 Approximately 1179 acres is under industrial plots and remaining area has been
 dedicated for roads, infrastructure, amenities, utilities, commercial area, green belt,
 etc. Overall distribution/utilization is based on international standards and need
 assessment surveys.
 Layout diagram for the project22 | P a g e
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This layout has been benchmarked from the NLC unit 8 (Nishat mill) they were
 having 48 machinery with each 1000 spindle ring frame capacity (Jingwei FA506,
 model 1993, china). We are using instead 31 machinery with 1632 ring frame
 capacity (Reiter K45, model 2008, Switzerland) tube height will be 260 m, gauge
 75mm, ring diameter 48mm.
 Departments:
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Following will be the department wise distribution of FK spinning mill
 sr # Department Description
 1 Human Resource Department
 The HRM department will be responsible for hiring, firing, job Specification & job description, allocation of work hours, wages, and salaries of HR Capital of FK spinning Mill.
 2 Finance Department
 Finance department will be responsible for allocation of funds, Maintaining bank reconciliation statements & Monthly cash accounts, payments to suppliers, Monthly payment to employees, Maintaining financial data for quarterly audit. And managing financial record of stores and spares.
 3 Revenue and Recovery Department
 The revenue department will be responsible for collecting and maintaining record of revenue collection and then reporting to finance department for maintaining financial record. Recovery department will Recover payments & bad debts from suppliers and Customers.
 4 Marketing department
 Marketing Department will be responsible for forecasting new demands, finding the market segments, promotion, advertisement, customer’s relationship, market research, Managing FK spinning Mill seminars and exhibition. Maintaining competitive position in the market and finding new ways to add value in the product line to achieve competitive advantage.
 5 IT Department
 keeping in mind the E-marketing and new advancements in information technology, the IT department will find new ways to promote the FK Spinning Mill online and will manage E-mails & online sources to communicate with customers and capturing more customers In and outside the country and will responsible for maintaining and managing the technology requirements in FK Spinning Mill.
 6 Repair and Maintenance
 R&M department will include the technical force that will be responsible for repair and maintenance of machineries and installments and maintenance of the infrastructure.
 7 Stores The store department will be responsible for maintaining record of inventories and managing the taxonomy of machinery parts and other storage in the store. And then reporting to Assistant accountant for managing financial
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records.
 8 Waste management/cleaner
 WM department will be responsible for the management of waste and cleaning required by the FK Spinning Mills in all aspects. HRM will head WM.
 9 Technical department
 The technical department will manage the technical
 activities of the mill and will ensure the efficient flow of
 work within the mill. It will be head by the director
 technical.
 .
 Tax on import of machinery:
 Under section [3(1)(b)] of the sales tax act 1990, 17% sales tax will be levied on
 the value of goods imported. The value of goods for sales tax can be calculated by
 the following formula.
 Value of goods for custom duty XXX
 Add: custom duty XXX
 Federal excise duty on goods XXX XXX
 Value of goods for sales tax XXX
 So:
 Value of goods for custom duty: 316,642,572
 Add: custom duty 79,160,644
 Federal excise duty 131,934,405 211,095,049
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Value of goods for sales tax 527,737,621
 COST OF THE PROJECT
 To arrive at the total cost of the project we will forecast the following components
 that make up the total cost of the project, it should be noted that the cost of each
 component is calculated by throughout analysis and an engineer (Hussain Ahmed
 Butt: : [email protected] ) was consult for arriving at the cost for
 each component.
 Following are the components that were considered for arriving at the total project
 cost:
 Land
 Land development
 Building
 Plant and machinery
 a. Imported
 b. Indigenous
 Transport and erection
 Electricals
 Contingency
 Miscellaneous assets
 Preliminary and pro-operative expenses
 Working capital margin
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The total cost of the project calculated was Rs-1,169,483,579/- and the detail is
 summarized below for detailed review:
 1. Land:
 Proposed land: 2 acres (8093 sq.m.)
 Cost of land (22, 00,000/ kanal,
 Include registration charges): 22, 00,000 * 16 = 35,200,000
 2. Land development charges:
 Internal roads (concrete): 600,000
 Fencing: N/A (already there)
 Gates: N/A (already there)
 Leveling of land: N/A (already there)
 Rs-600,000/-
 3. Building:
 Main factory building (5059 sq.m.):
 i. Cost of construction is @2000/- per sq. feet
 (Including labor + material) and 1 sq.m =10.7639 sq.ft.
 so 5059 sq.m=54454.62 sq.ft. So (2,000*54454.62=): Rs-108,909,240/-
 Store room (2023 sq.m.):
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i. Cost of construction is @2,000/- per
 sq. feet (Including labour + material) and 1 sq.m =10.7639
 sq.ft. so 2023 sq.m=21775 sq.ft. so (2,000*21775=): Rs-43,550,000/-
 Office and administrative block (1012 sq.m.)
 1012 sq.m= 10893.08sq.ft (10893*2000=) 21,786,000/-
 Otheir amenities:
 i. Toilet block (lump sum) (253 sq.m.): 89,86,440/-
 ii. Tower water tank (lump sum): 23,00,000/-
 185,531,680 /-
 4. Plant and machinery
 i. Imported machinery:
 # Name of Machine Manufacturer
 Country Type Model
 No. of Machin
 es
 Price
 Blow Room1 Automatic Bale
 Plucker Zhengzou China A002D 1993 4 80,68,004
 2 Metal Particle Eliminator Zhengzou China FA121 1993 1 11,90,654
 3 Automatic Blender Zhengzou China A006BS 1993 2 8,05,3004 6-Cylinder Step Zhengzou China FA104A 1993 1 7,37,545
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Opener
 5 6-Cylinder Step Opener Zhengzou China FA104B 1993 1 8,43,358
 6 Porcupine Opener Zhengzou China FA106 1993 4 3,35,2487 Condenser Zhengzou China A045B 1993 13 27,23,890
 8 Double Hopper Feeder Zhengzou China A092AT 1993 5 31,42,950
 9 Single Beater Scutcher Zhengzou China FA141 1993 5 19,71,475
 Carding10 Carding M/c Crosrol Englan
 d MK4 1988 1 9,42,885
 11 Carding M/c Crosrol England MK5 1990-
 1992 21 35,201,040
 12 Carding M/c Crosrol England
 MK5 Tandem(Finish
 er)
 1990-1992 8 21,592,520
 Drawing13 Drawing Frame Toyoda
 Hara Japan DYH 600c 1993 14 48,23,854
 14 Drawing Frame Rieter Switzerland RSB-1 1993 4 13,78,244
 15 Drawing Frame Rieter Switzerland RSB-51 1992 1 4,78,817
 Simplex16 Roving Frame Toyoda Japan FL-16 1993 8 1,032
 Ring17 Ring Frame Rieter Switzer
 land K45 2008 31 259,817,200Auto Cone
 18 Auto Cone M/c Muratec Japan 7-2 Uster Polymatic 1993 9 54,585
 19 Auto Cone M/c Muratec Japan 7-2 With Payer 1989 1 2,26,512
 20 Auto Cone M/c Muratec Japan 7-2 With Uster D-4 1988 1 41,90,600
 Air Compressor21 Air Compressor Sanco Japan VS-30 1993 4
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1,37,868Air Filter
 22 Blow Room Air Filter Luwa Switzer
 land NIZ 80-71 1993 2 89,21,750
 23 Carding Air Filter Crosrol England Crosrol 1993 2 91,64,796
 Laboratory25 Uster Tester 3 Uster Switzer
 land UT3 1992 1 15,71,475
 26 Uster Tensojet Uster Switzerland UTJ-TE 1992 1 4,19,060
 27 Ring Wrapping Reel Asano Japan - 1992-93 1 3,09,530
 28 Ring Wrapping Reel - China - 1990 1 6,00,345
 29 Lea Strength Tester Asano Japan - 1992-93 1 100,000
 30 Wrapping Drum China - 1992-93 1 1,04,765Total 316,642,572
 Value of imported goods for custom duty: 316,642,572
 Add: custom duty 79,160,644
 Federal excise duty 131,934,405 211,095,049
 Value of goods for sales tax Rs-527,737,621/-
 Add: sales tax (527,737,621 x 0.17) 89,715,396.08
 Rs-617,453,017/-
 The reason for including the sales tax is that the machines are not imported for sale
 purpose so there will be no output tax so no input tax can be claimed for this
 amount and sales tax amount will be remained with the FK spinning mill only.
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ii. Indigenous machinery:
 # Name of Machine Manufacturer
 Country Type Model
 No. of Machine
 s
 Price
 1Air Conditioning System STL Pakista
 n Local 2015 40 20,95,280
 Total: Rs-20, 95,280
 Total plant and machinery: Rs-325,587,491/-
 5. Transport and erection charges:
 Expenditures under this head is to be estimated by studying to real situation. The
 main machine is proposes to be imported. Hence this machine is to be carried to
 the factory site from the nearest port so the transportation charges, loading and
 unloading expenses and the erection charges are estimated lump sum and after
 analyzing and consulting with spinning engineer (Hussain Ahmed butt:
 [email protected] ) it has arrived at Rs-40,00,000/-
 6. Electrical:
 Step-Down electric generator, starters, high tension electric power cables, cables,
 and other electrical items: Rs- 70, 00,000/-
 7. Contingency:
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After analyzing the different factors involved we can allocate the following
 contingencies on following components:
 Building @8%: 14,842,534/-
 Plant and machinery
 o Imported @ 20% 64,758,442/-
 o Indigenous @10% 2, 09,528/-
 Electricals @15% 10, 50,000/-
 Transport and erection @ 16% 6, 40,000/-
 Rs-81,500,504/-
 8. Miscellaneous fixed assets:
 Following are some assumptions that are made for this head:
 Office furniture’s: 8,00,000/-
 Office equipment’s: 18,00,000/-
 Stationary: 40,000/-
 Other miscellaneous (lump sum): 30,00,000/-
 Rs-56, 40,000/-
 9. Preliminary and preoperative expenses :
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Interest on term loan will be paid on quarter basis @ 13% (simple interest) so
 0.13*2*1/6= 22362052/ quarter for 2 years, where 0.13 is the interest rate, 2 is the
 implementation period, and 6 is the total no of quarters. The term loan is assumed
 to be 80% of the fixed asset that is calculated as (645,059,675* 0.8= 516,047,740).
 Whereas the insurance premium will be paid when the fixed asset (excluding
 inventory) will be purchased @ 80%. Commitment charges to bank is @ 2% on
 term loan that is 516,047,740. The miscellaneous expenses that will be incurred
 before the project take shape are assumed as following:Rs:
 i. Consultant fee: 800,000 /-
 ii. Insurance premium on fixed assets (excluding land): 48,78,877 /-
 iii. Mortgage expenses (lump sum): 12,000,000 /-
 iv. Interest on term loan during implementation period: 137,231,241/-
 v. Commitment charges to bank for maintaining
 cash reserves: 10,320,955 /-
 Rs165, 231,073/-
 10. Working capital margin
 As there will be a need for the funds that are required for the fixed assets, total
 margin that will contributed for the purchase of fixed assets will be 20%and that
 will be 162,058,150, however for working capital margin following computation
 will be needed. As we know the working capital cycle consist of Raw material,
 work in progress, finished goods, sale on credit, so we will find each component
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one by one and then find the working capital margin that will be required to
 maintain the production level.
 i. Raw material:
 The raw material will be stocked for 1 month, it will brought from near place
 almost around 30 kilometers, the reason for stocking the raw material for 1 month
 is the factor that is huge price fluctuation due to seasonal production of
 (kapas/putti). Fatima khawar spinning mill will produce 80 counts, which means
 that 1 pound of cotton will be used to produce 67,200 yard of thread, as 1 count =
 840 yards that will be produced with 1 pound of thread. Capacity utilization will be
 80% for the first year of production. So per day production will be 47 ton of yarn,
 which means the annual production will be 16,920 ton for the working days. Price
 of 1 bale of cotton is 2,350 and weight of 1 bale in Pakistan is 375 pounds which is
 170 kg. 47 ton (94,000 pounds) of production each day means 251 bales per day
 will be used and 90,360 bales of cotton will be used on first year of production.
 Raw material :1 month
 Raw material required for 1
 Day is month (including 11 % waste
 on 1 kg) for output 42638 kg= 43738 kg
 Raw material required for 1
 month including 11 % waste
 on 1 kg will be 42637.7*30= 1312140 kg
 Cost of 1 kg cotton is Rs-14/- and
 For1312140 kg will be 14*1312140= Rs-18,369,960/-
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ii. Work in progress:
 The work in progress means that the cost for the goods that will be in between the
 cost of raw material and the cost of finished goods. The goods will be in
 production progress for 3 days. And the work in progress can be calculated from
 the following formula:
 Cost of work in progress= cost of raw material + (direct expenses +
 overheads)
 Direct expenses include the power charges, fuel, wages and salaries, repair and
 maintenance, and factory supervision. The overheads include the administrative
 expenses only. We will find each of the component to arrive at the direct and
 overhead expenses:
 a. Direct expenses
 i. Power charges:
 The sundar industrial estate is installing their own power plant for 10MW Power
 Plant at Sunder Industrial Estate on per KWh rate basis and it has drawn quotations
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for this project on 4th August 2014 by 1600HRS. The project is still in progress
 and the rates are not defined yet
 (reference: eproc.punjab.gov.pk/Tenders/24150_electrical.pdf).
 For this reason we are considering the rates of LESCO for ease and to come across
 for the forecast for power charges. The per unit cost is
 E-2 Industrial Supply - 12.00 - - 2.50
 As it can be seen on the tariff rates table given by LESCO, the rate for industrial supply of electricity is 12+2.50 surcharge= 14.50/unit.
 (Reference: http://www.lesco.gov.pk/3000063)
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Power charge: 14.50/unit
 Connected power: 400 H.P
 =298.28 kW
 Power consumption per month
 @ 24 hours for 30 working days are
 298.28*24*30= 2, 14,761.6 units
 [1 kwh= 1 unit i.e., of 1 kw of power is
 use for a period of 1 hour the power
 consumption is one unit]
 power consumption per month for the
 first year of operation at 80% capacity
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 Tariff Category/Particulars
 Fixed Charges
 Rs/KW/M
 Variable Charges (Rs/KWh
 )
 GOP Tariff Rationalization
 Government Subsidy Surcharge
 Fixed Charges
 Rs/Kw/M
 Variable Charges
 Rs/Kw/M
 Variable Charges
 Rs/Kw/ME-1(i) Residential Supply - 15.00 - - 3.00
 E-1(ii) Commercial Supply - 16.00 - - 2.00
 E-2 Industrial Supply - 12.00 - - 2.50Note : For the categories of E-1(i&ii) above, the minimum bill of the consumers shall be Rs. 50/- per day subject to a minimum of Rs. 500/- for the entire period of supply, even if no energy is consumed.
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utilization is 0.80*214761.6= 1,71,809.28 units
 Power charge per month for the first year
 of operation at the rate of Rs 14.50 per
 unit is 1,71,809.28* 14.50 = Rs-24,91,234.6/-
 ii. Fuel:
 As the project will consume only electricity
 and no fuel will be used, except for the vehicles
 that will be used for employees only so the cost
 of fuel is taken as: Rs-36,000,000/-
 iii. Wages and salaries:
 The wages and salaries for 1 month will be as following
 S/N Description
 Req No
 Monthly salary
 Annual salary
 1 spinning Manager 1 109,000 1308,0002 Asst.Spinning manager 1 60,000 720,0003 Production and Tech Manager 1 85,500 1026,0004 Production Head 1 55,000 660,0005 Maintenance head 1 46,000 552,000
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6 Shift Leader 6 40,000 480,0007 Production supervisor 6 47,000 564,0008 Mechanical maintenance supervisor 1 45,500 540,0009 Electrical Supervisor 1 43,500 522,000
 10 Machine Operators 173 28000 58,128,00011 Mechanic 10 30,000 360,00012 Electrician 5 29,300 351,60013 Quality and Laboratory manager 1 47,500 570,00014 Process testers 6 35,000 420,00015 Marketing Manager 1 70,500 846,00016 Finance manager 1 75,500 906,00017 Accountant 3 50,000 600,00018 Clerks 3 48,000 576,00019 Cashier 1 47,000 564,00020 Store Keepers 4 21,000 252,00021 Guard 7 14000 168,00022 Messenger and cleaner 1 21000 252,00023 Driver 3 18000 216,00024 Cleaner 20 13000 156,000
   Sub Total 10,79,300 70,737,600
 Wages and salaries per month including factory supervision will be:
 Rs- 10, 79,300/-
 iv. Repair and maintenance charges:
 Repair and maintenance charges for building and machinery are as following:
 Repairs and maintenance charges for
 building for the first year of operation
 will be 0.5 % of the cost of building so for
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1 month it will be 0.005* 185531680*1/12= Rs-77304.835/-
 Repairs and maintenance charges for
 machinery for the first year of operation
 will be 10% of the cost of building so for
 1 month it will be 0.1* 325587491*1/12= Rs-16,279,375/-
 16,356,680/-
 Total direct expenses: 55,927,215
 b. Overhead:
 The administrative expense including the salaries are calculated above in the wages
 and salaries, so only the insurance premium on office and administrative Buildings
 and miscellaneous office assets are calculated here @0.80 p.a on building and
 1.00% p.a on miscellaneous office assets.
 For 1 month the computation will be as following:
 0.008*[21786000(office and administrative block) +
 1742880(contingency@8%)] = Rs-188231.04/-
 Putting direct and overhead cost in the above formula to compute cost of work in
 progress, the solution will be:
 Cost of work in progress= cost of raw material 3 days + (direct
 expenses +overheads) for 3 days
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= 3/30 [18,369,960 + (55,927,215+1, 88,231.04)]
 =3/30 [18,369,960+56,115,446]
 = Rs-74, 48,541/-
 c. Cost of finished goods:
 Selling expenses are assumed as 600,000/- month the cost of finished goods can be
 calculated from the following formula:
 Cost of finished goods= cost of raw material + (direct expenses+
 overheads)
 =18,369,960 + (55,927,215 + (188,231.04 + 600,000))
 =18,369,960 + 56,715,446
 = Rs- 75,085,406/-
 d. Debtors:
 Product will be sold on both cash and credit basis and credit period will be of 3
 month so :
 Sales bills per month= cost of raw material + (direct expenses+
 overheads)
 =18,369,960+ (55,927,215 + (188,231.04 + 600,000))
 = 18,369,960 + 56,715,446
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= Rs-75,085,406/- per month
 Sales bills for 3 month= Rs-225,256,218/-
 e. Credit for raw material (suppliers credit)
 The credit availability for the raw material is of 1 month and it will reduce the
 working capital requirement to that extent.
 Suppliers credit available for raw material for 1 month: Rs-(18,369,960)/-
 The total current asset are:a. Raw material 1 month: Rs-18,369,960/-
 b. Work in progress 3 days: Rs-74,48,541/-
 c. Finished goods 1 month: Rs-75,085,406/-
 d. Book debt 3 months: Rs-225,256,218/-
 Rs-32, 6160, 125/-
 Less:
 Working capital margin is 20% of total
 Current assets (0.2*32, 6160, 125) = (65,232,025)
 Less:
 Supplier’s credit available for raw material
 for 1 month: (18,369,960)
 Maximum permissible bank finance on
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Working capital = Rs-242,558,140/-
 Hence all components of the cost of the project are identified so
 we can now find the total cost of the project
 Cost of the project
 Land Rs-35,200,000/-
 Land development Rs-600,000/-
 Building Rs-185,531,680/-
 Plant and machinery
 a. Imported Rs-617,453,017/-
 b. Indigenous Rs-20,95,280/-
 Transport and erection Rs-40,00,000/-
 Electricals Rs- 70,00,000/-
 Contingency Rs-81,500,504/-
 Miscellaneous assets Rs-56,40,000/-
 Preliminary and pro-operative expenses Rs165,231,073/-
 Working capital margin Rs-65,232,025/-
 Total project cost: Rs-1,169,483,579/-
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Means of finance
 Following will be the means of finance for the Fatima Khawar spinning mill
 project:
 Financial parameters
 1. Breakeven Analysis
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 Brought in
 To be brought in Total
 1. Promoter’s
 contribution : …Rs-
 65,232,025+129011935 Rs-
 194,243,960/-
 2. Term loan: …
 Rs-
 516,047,740+242,558,140Rs-
 758,605,880/-
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The breakeven point of the projects is given by the formula:
 BEP = Fixed Cost
 Sale –Variable Cost at full capacity.
 Variable cost at full capacity 80% is Rs-901,024,872/- per Anum. Sales is Rs-
 4,710,707,640/- P.a. fixed cost is Rs-1,104,251,554/-, and the breakeven point for
 the project calculated is
 The project will break even at 28.9% of capacity utilization at 80%
 2. Return on investment
 Estimated annual sale revenue is Rs-4,710,707,640, and expenses will be Rs-
 901,024,872 and estimated net income will be Rs-3,809,682,768/-. Long term
 liability is Rs-758,605,880/- and equity capital is Rs-194,243,960/-
 Formula: Net Income
 Long-term Liabilities + Equity
 Return on investment is 3.9, means in 3 year and 9 months investment will be
 recovered
 Profit Generation:
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The project is found to be financially viable and earns on average an estimated of
 Rs-3,809,682,768 per year. And return on investment is 3.9. Such result induces
 the project promoters to reinvest the profit which, therefore, increases the
 investment magnitude in the country.
 Employment and Income Generation
 The proposed project is expected to create employment opportunity to several
 citizens of the country. That is, it will provide permanent employment to 60
 professionals as well as support staffs.
 Pro-Environment Project
 As pollution is a serious problem that most countries are facing. Industrial
 pollution plays a major role. A part from industrial revolution’s advantages, the
 serious disadvantage is the pollution. The proposed production process is
 environment friendly and will not create and pollution that will be hazardous to
 human population.
 Estimated financial statement for Fatima khawar spinning mill
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Balance sheet of Fk spinning mill
 December, 31 2018
 Assets Cash Rs-11,665,002/-
 Inventory Rs-75,085,406/-
 Land Rs-35,200,000/-
 Other assets Rs-817,719,977/-
 Total assets Rs 916,340,381/-
 Liabilities Account payable Rs-895,837,121/-
 Wages payable Rs-10,79,300/-
 Total liabilities Rs-896,916,421/-
 Owners’ EquityCapital stock Rs-194,243,960/-
 Total liability and owner’s equity: Rs 916,340,381/-
 Cost of production and profitability estimate
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Cost of the project:
 Land Rs-35,200,000/-
 Land development Rs-600,000/-
 Building Rs-185,531,680/-
 Plant and machinery
 a. Imported Rs-617,453,017/-
 b. Indigenous Rs-20,95,280/-
 Transport and erection Rs-40,00,000/-
 Electricals Rs- 70,00,000/-
 Contingency Rs-81,500,504/-
 Miscellaneous assets Rs-56,40,000/-
 Preliminary and pro-operative expenses Rs165,231,073/-
 Working capital margin Rs-65,232,025/-
 Total project cost: Rs-1,169,483,579/-
 Means of finance:
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Following will be the means of finance for the Fatima Khawar spinning mill
 project:
 Promoter’s contribution: Rs-194,243,960/-
 Term loan: Rs-758,605,880/-
 Cost of production and profitability estimate of Fatima khawar
 spinning mill
 Capacity utilization 80% 90% 90%
 a. Sales realization Rs-4,710,707,640 5,261,960,491 5,261,960,491
 b. Cost of production
 Power
 Fuel
 Raw material
 Wages and salaries
 Repairs and maintenance
 Factory supervision
 Depreciation @30%
 29,894,815,2
 -
 220,439,520
 70,737,600
 16,356,680
 -
 243,215,993
 312,435,549
 -
 250,532,221
 70,737,600
 16,356,680
 -
 243,215,993
 312,435,549
 -
 250,532,221
 70,737,600
 16,356,680
 -
 243,215,993
 Total 4,625,739,695 4,368,682,448 4,368,682,448
 c. Administrative and selling
 overheads
 Administrative expenses
 Selling expenses
 671,126,580
 2,258,773
 671,126,580
 2,895,443
 671,126,580
 2,895,443
 Total 673,385,353 674022023 674022023
 d. Gross profit before interest and
 tax
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3,952,354,342 3,694,660,425 3,694,660,425
 e. Financial charges
 Interest on term loan
 Interest on working
 capital loan
 137,231,241
 31532558.2
 137,231,241
 31532558.2
 -
 -
 f. Profit after interest 3,783,590,543 3,525,896,626 3,694,660,425
 g. Preliminary expenses written
 off
 165,231,073 165,231,073 165,231,073
 h. Profit/loss before tax 3,618,359,470 3,360,665,553 3,529,429352
 i. Provision for tax 800,820,299 894,533,284 894,533,284
 j. Profit/loss after tax 2,817,539,171 2,466,132,269 2,634,896,068
 k. Less dividend - - -
 l. Retained profit - - -
 m. Add: depreciation 243,215,993 243,215,993 243,215,993
 n. Add: preliminary expenses
 written off
 165,231,073 165,231,073 165,231,073
 o. Net cash accrual 3,225,986,237 2874579335 3,043,343,134
 p. Term loan repayment 379,302,940 379,302,940 -
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