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Nare of the Project
Type of Industry

Item of production and
Covernment Permit

Sanctioned Capacity (rated)
product wisec

a} Annuzl Sales Value

b) Annual Foreirm Iixchange

:/s 'IYZ Uartlen iiills Ltd', (Proposed)
‘loollen and lorsted Textiles (Spinning)
tloollen carpet yarn

Sanctioned by ilinistry of Indusiries
on e svseaese

tloollen carpet yarn, 7's count, —
25C.400 1bs per annum, working

2 shifts/day and 300 days/year

C.U. 4,141.000 at 35 :. capacity
vtilization (3rd year)

Value, if same rood:c imported approx. same
) 3 po D!

location

Yew/Nalancing and iloderniz-
ation/'xpension

Investment in Project
a) Pixed cost

b) Working Capital including
Coamercial Bank Borrouings

c) Total Investment

This BDank's oreign xchange
Loan

Foreign Nxchange Credit Line

Total iPoreign . xchange
Component of Project

Lot 41, Industrial “state at ......

Iiewr

C.U. 1,572.000

CeU. 589,000

c.U. 2,132,000

3 126,064, ecuivalent io
c.U. 605,000

Federal Republic of C-rmany

C,U. 605,000

This Bank'z local currency loan 1l

a) Arnual foreipn exchange
requirement of raw material

v

and spares /C + !? values)

b) Duty, reight and clearing
charges for imported raw

law materiai - NIL
Spares (lst year) - C.U. (3000

materiali HIL
Total MNaw laterial ard 3parec Year Quantity Value
requirement/year 3rd at
55 9. capacity
a) Indirenous 1,777.000 1b° C,U.2,773.000

of raw wool

b) Imported (Jpares) .U, 10,000




14,

15.

16.

17.
18.

19.

2C.

21.

22,

23.

24.

25.

Jew Jobe created (total; 55
of which
a) Technically skilled 4
b} Latour (skilled and
semi~skilled) 3%
¢) labour (un-ckilled) 13
Hilit; Jequirements fuantity Value
a) Tlectric cnergy in Il 8¢ °7f
b) Tlectric energy in iz C.U. 33.720
¢) Tuel oil (Callons) §.000/year C.U. 6.000
d) fas (ia cu ft) - -
e) <oal/Coke (tons) - -
f) 'later (Callons) 15.000/ day ¢.U.  6.000/year

a) Toial Zost of imporited
tiachinery, including ¢.U. 1,207,000
duty and other charres

b) Total cost of locally

bousht machinery tLU. 42,000
Total of Talaries and ‘jages C.U, 125,000 (3rd year)
Start of Productinn est. 15 months from the date of opening

letter of credit for mechinery

Istimated Foreimm ixchange
Savinzs (by Import Jubstitution)

iIstimated Foreign Ixchan-ce

Tarnings .U, 559.000 (2rd year)
Ustimated Profit - Ird year Cross et
(Cross - MNet) C.U. 1,202,000 ¢.U. 803,000
Owmers' quity c.U. 1,000,009

of which
a) Local c.U. 1,000,200
b} Toreign RAA
¢) Share Capital authorized ¢,Ti. 2,000,000
d) Paid-Up c.Y. 1,000,000
e) loanc from Directors ¢.U. 312,000

Commercial Tanl
Lorrowings f.U, 209,000 (1st ycar)

Other !edium or long
Term '.o0ans Covernment debentures °.U, 121.000
(3 yearly instalmenta for custom duty)

Debt, lquity atic “ixed cost 35 : 41
Orer-all 3z : €5
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1.

ippraisal Teport No. .ieee.

II. 'A'- THS PROJSCT

Name of the Project:
Location of the Project:
a) Tactory:
b) Office:
Industrial Claceification:

Unit Classification (ilew,
Balancing output, iioderniz-—
ation, DSxpansion)

Amount of loan:

Sligibility for Loan:

Cost of the Proicct:

Pixed cost (without working
Capital)

Yorking Capital (including
Tank Dorrowings)

TOTAL C.U.

7YZ Hoollen ifills Ltd. (Proposed)

Lot 41, Industrial lstate at ......

ad jeining the factory

loollen and !orsved Textiles (Spinning)

ficu

Porcign Currcncy Loan, cquivalent
to C,U., 605,000 (approximatecly)

Projcct sanctioned by iinistry of
Industrics on ..aeves.

(oxr: covercd under item il0e eess
of Priority List of 1970, issued
by Minisiry of Industries)

Foreija  Losal Total
C.U. c.U. ¢.U.
605.000 967,000 1,772,000

o — 560,000 _560.000

605,000 1,527.000 2,132.000
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IIT, 'm* IHTRODYCTION

1i/s ABC and Sons, a partnership concern, registercd in 1033
with the Registrar of Companics in ....... epplied tn «.e. 15 ..-
for a f~r2ign currency loan, cquivalent to C.U. 605.000 approx.
for the import of machinery for scttirng up a Joollen Spinning unit
at The Industrial Tstate at ..... on lot 41, to producc semi-worsted
woollen yarn. The anit will comprise of 430 spindles and component
machinery. To undertake the project, the sponsors propose to form
a private limited company under the name "XY2 Wonllen iills Ltd*

at .-...

The sponsors have applied for the tax—holiday privilege,
which in principlc hac been zranted by the liinistry of Industries
for a period of thre~ years, beginning with the start of production.

Thir iz the first loan application of thc sponsors to this

industrial devclopment bank.




IV, 'C' WISTORY (F DAST OP RUTIGHS

‘"a¢ sponsors, /s ADC and Sonz, have been dealing for the last
22 years in hardwere, paints, iron and steel, cement and other buildirg
materials, The trading rcsults and the financial position for the

la;t three years are summerized as under:

a) Operating Results:

Summarizced Trading Proft and Loss Accounts

_19.. 19%.. 19.,
c.U. c.U. c.u.
zales 249.000 776.000 781.0C0
Cost of Goods sold 899.000 69¢. 000 702,000
Cross Prorit 50,000 30,000 79.000
Ceneral Administrative and
Selling Bxpenses 36.000 37.000 35,000
Het Operating Profit 54.0C00 43.G00 43,000
Other Income 1.000 1,000 —
55.000 44,000 43.000
F.nancial Expensen 2,000 _2.000 _2.000
Profit baforc Tax* 53.000 42,000 41.000
DATIOS:
Grogs Profit to Salec 9.4 % 10.3 5. 10.1 ¢
Operating Profit to Salcs 5.7 5.5 % 5.4 %
Net Profit before Tax to Sales 5.6 ¢ 5¢4 7 5.2 <
Net Profit before Tax to
Owners' Zquity 15.3 ¢ 11,8 ¢ 11.4 &

#) /s 'ABC and Sonc' is a registered partnership firm. Ao ouch
carnings of the firm arc subject to tax to be paid by the
individual partners.

*
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b) Financial Position:
Summarized Dalance Sheests
19.. 19.. 31%..
c.U. c.U. c.U. °
Assets:
Current 435.000 454.C00 393.000
Fixed 14,000 12.000 23.000
Total Assets 445,000 466,700 421.000
Liabilities and Owncrse' IIquity:
Liabilitics
Currcnt 351.000 82.000 42,000
Long-Term _21.000 _ _21.000 21,000
Total Liabilitics 102,000 103.000 63.000
Oumers! Nquity: 347.000 363,000 358.000
Total Liabilities and
Ownera' Bquity _449,000 456,000 _421,000
Workirg Capital 354.000 372.000 351.000
Current Ratio 5.4 1 5.5 1 2.3 ¢ 1
Sales, net profit (before tax), margin on eales and the
retwrn on Owners! Zquity show a declining trend during this threc-year
period. Decrease in profitability has been mainly due tc change
in sales mix and increcasing operating expenses. The working capital
position and the current ratios have shown an improvement and the

financial position can be considered as sound, although excess funds
appear to be tied up in larger stocks of items with relatively low

profit margins.
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Y. D' = TOCRIDTLON OF il PhOJ T

The sponsor of the project will set up a woollen spimning
mill to produce scmi-worsted woollen yarn. The mill will be

situated on lot 4l of the Imdustrizl Sstatc at ecececens

The min machinery will conzist of 430 spindles, complete
with bacl—process facilities, including a wool scouring unit.
Various counts of woollen yarn can be menufactured. IHowever for
the first few ycars, only 7's count is planned for oroduction, as
tuis count is widely used for the manufacture of carpets, blankets

and other hand—iaawren artiecles,

The annual production of the mill, based on 2 shifts and 300 days
per year, would at a rated 100 ¢ officiency amount to ¢50.C00 pounds
of 7's yarn of the Yorkshirc Skien System. Hor the purposc of this
appraisal it ic assumed that the operating efficiency would de 65 7
in the firs% year, 75 { in the cecond and 35 i ia the third and

subscequent years.




(i)

(i1)

VI, 'S - WACILIPIZ® OR T DPPLITNTATICH

or T rQient

CSURICTURING PROCESS

Greasy wool is first scourcd and washed in the finishing
and washing machine. The scoured wool is passed throug®: th-
opener, where it is opened and blendcd with oil. The blended
wool is then taken to the carding machine for separation of fibre
and formation of sliver. The sliver thuc formed is drawn in
three different stages in thie intersecting frames for the
rcgularisation and parallelisation of fibre and the formation
of the final sliver. The final sliver ic then put on the finisher
for imparting a slight twis. and formation of roving on bobbins.
The roving bobbins arc then taken to spinning for the making of

the woollen yarn.

The yarn on bobbins ic formed into hanks on the reeling
machine, bundled and baled in %hc presses and despatched for

marketing.

During the proccss 40 ¢ of the raw wool will become scouring
waste, which ic unsaleablc and 10 ¢ cpinning waste, which can be

sold at C.U. 1.0 per pound.

LD
The sponsor3s have alrcady “een allotted a plot of land,

measuring 60,000 sq. ft. on lot Al at the Industrial Istate

at e 000
The land is sufficiently large for tic proposed project
as well as for futurc oxpansion.
he cost of land, including grading, drainage, sewers and

watermaing, as woll ac intornal road (a1l provided by the

Industrial Dstate lianagement) amounts to C.U. 60.000.

Yater and eloctricity io being laid on up to the border
of the pnlot.
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(iii) SUILDILNGS

(iv)

The following new buildings, naving a covered arca of
11,544 sa.ft. 1:ill He built o= the allotted land of 00,000 sq.ft.

The construction will be executed as follows:

R.C.C. Zlat Doof
Backed Brick Valls
Cement—concrete flooring

drors and Wiindous of stcel

Iicn Size Arca Rate Total
. sq.ft. sq.fi.C.U. c.U,
iiain Factory Shed 135" x 60' §,100 18.00 145,800
Colovm for Raw Haterial 50! x 20' 1,000 18.00 18.000
Godown for inished
Haterial 40' x 20¢ &oe 135,00 14.400
Canteen 30t x 20t 500 20.00 12,800
Lavatory 20 = 20! £00 22,00 8,800
Office Dlock 20 x 20¢ 100 24,00 92.600
Boiler Room 12 x 12! 144 13.00 2.592
Cate Post 1c' x 10! 100 156.00 1.600
Undergzround Tan!: 10.000 Callon: 1,07 10.000
ner zallon
Cveriazad Tank 5.700 Gallone 2.5 12.500
per fllon
Boundary all 930 running f%. 3.00 per 7.340
running ft. )
243.132
Sa;r: 253,000

The above costs have been muntoi by th2 Contractor and
checked by the Banks' Sagincerin;; Department. The cost of
construction of buildings appoars to bc adequate ¢0.d is within
the standard of prices in the locality. Land purchase price and
construction costz will be mzt Ly the sponsors from their own

Ircg0ATrce 3.

The machinery for the woollen yarn manufacturing unit of the
somi—~worsted system will consist of 430 ppindles, complete with
back procece, scouring ant wmrching unit and nccessary componont

machinery and suxiliary cquipnont.




(v)

(vi)

The sponsors have submitted three quotations for the machinery
proposed to Lc imported. The prices of machinery from siree differant

sourceos arc as folloua:

Source of Lachinery Cost in forcign ixchange
Hest Germany, C + 7 L 126,064
United “ingdom, F.0.B. £  67.590
U.5.S.1. cC+3 2 100.062

Details of machirery proposcd to be imported as well as
machinery to bc purchased locally arc shown in linnexures II-i
and II-3 respectively, which combined form a complcte manufacturing

unit as far ac the proposed work is concerned.
Tie cponsors intend to place the order with the ilest German
suppliers, 1/s seeese Of cevevesoces

Locally procuratle machinery will bBc hought at an cstimated
pricc of C.U. 42.000.

RAI MATCRIAL

Indigenous wool is thc main raw meterial, available from
shecep farms and from local mariets. ..t 100 % production capacity
the unit would require 1,500,000 1bs of greasy wool and 23.512 1lbs
of batching oil, which iz alsc availablc locally,

BSSTNTLAL STRVICES

a) Blectricity
Power requirements arc cstimated at 50 KW, which will be

supplied from the local power grid through a transformer station,

beloaging to the Inductrial Vstate.

b) Mater

Ylater requircments arc estimated at 15.000 gallons/day, which
will be supplicd by the Industrial Bstate and will be used for
gcouring and washing of the greasy wool, for fecding the boiler

and other purposca
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c) Fuel
0il at the rate of 20 gallons/day will be required for
the firing of the boiler.
d) Transport

The cponsors have not budgeted for the purchase of vehicles,
as all in- andvoui—;oing roods will be transported by contractors

or the occasional hirec.

(vii) STATP AND LiBOWR

The propcsed mill, working in 2 shifts will recuire:
1 qualified spinring mastor

1 fo: chan

2 supervisors
16 sikilled worlkers
22 semi-skillad workers

18 un—-skillzd workers

111 technical personnel and workers will be recruited locally.

On-the-job training will be provided to achicve satisfactory efficiency.

(viii)TECHNICAL CO—IPARATION (if any)

No tcchnical co—operation with a foreign company is envisaged,
as the production of woollen yarn i3 considered a domestic industry

and qualified tecchniczl staff is aveilable in the country.

(ix) COWSTRUCTION SCIT:DULLE

The proposed mill could start normal production 18 months after
the date of opening the Letter o' Credit for the machinery to be

impor##d, . The construction schedule is ghown in Annexurc IIT.
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VII, 'P* LINTY 0D SCONOHIC JUSTIFICATION

o ILRKT

—

DECLAND POR C.PCT (UMD 3LANKT) YR

The intecrnal and cxpert domand for carpet (and blanket) yarn
of 7's count over the last 5 years has shown a steady rise, whereas
a decline in the dermand for the other types of woollen yarn ic

noticeable.

(i) Internal consumption:

WYhoreas statistics of exported woollen carpet yarn give a fairly
accurate picturc of the quantities involved, the internmal consummtion
can only be ostimated, mainly by the increase in numbers of woollen

carpet mnufacturing units and their output in scuare feet,

It is generally assumed that for onc squarce foot of a finished

carpet 4 ounces of yarn arc rcquired,

4 survey of the Ministry of Industries showc the following output

of manufactured carpets in the country:

Year 19.. 16.. 19.. 19.. 19.,
million sc.‘t. of carpets 13,2 14.3  15.9 17.3  24.5

est,. concrumption of woollen 3.4 3.7 .07 432 6.0

carpet yarn in million 1bg,.

(ii) Cxports
Export astatisticsc show the following quantities of woollen carpet

yarn marketed over the lact five years:

Year 19, 19,, 19.. 19.., 19..

cxported woollen carpet
yarn in .000 lbs,

200 643 452 518 694

It may be assumed that the domand of ovorscas distributors will

reach in the next yecars the one million mark of woollen carpet yarn.




(iii) Selling Prices of C:rpet Yarn

a) Home larket

The average prices of woollen carpet yorn of T's count
on the home market during the past five years nave been showing

a rising trend as undcr:

Year 1C.. 19.. 19.. 19.. 10..

Averame price of 7's
woollen carpet yarn
per 1b in C.U. 2,0 A.04 4.15 A4A.25 4.36

Phe prices of woollen carpet yarn are expected to maintain
a rising trend in futurc ycars as well and therefor: an increase

of 2.5 ¢ cach ycar has been assumed in the sales value estimte,

b) Dxpert larket

The avorage export prices ef T's count of woollen carpcet
yarn durinsg the past five years have shown a slighi rising trend,

as under:

Year 8. 15e.  15.. 19.. 19,

Average export price of

T1s woollen carpet yarn

per 1b in C.U. 3.6 3.06  3.12 3,16 3.30

In vicu of the increasing demand and rising prices on the
cxport merket it is assumed that the trend will continuc and the
export calac valuc per pound is increased cach year by 2.5 “ in

the estimtes.

(iv) Domestic Production of Carpet Yarn and Imports

25 yoars ago ali locally produccd raw wool was sold as such in
the domestic and oxport markets, as the country did not posscss any
spindlage capacity for the manufacturc of wodllcn, worsted or carpet
yarn. Since then, year hy yoar new gpinning units were installed,
until last year thc numbor of spindles in production reached 60,530 spindles,

producing all types of yarn.




Tose menufacturcrs, wio specialized in 7'sc count carpet yarr,
workinz their units at 03 to SO . capacity in 2, of sometimec 5 shifts,
arc still not able to cover ths donestic and cxport demnd and imports
of yarn from ncishbouring countries are still recuired to fecd the

growing local carpet industry.

In viow of this, the Illinistry of Industrics has sanctioned the
installation of further spimning mills for woollen carpet yarn up to

an outnut of 2.2 millior pounds over the next 3 years.

Import of "loollcn Carpet Yarn

Year 150 15..  15.. 18.. 19..
Imported woollen carpet
yarn in .000 1lbs 312 402 194 304 945

The proposed project with /830 spindics ic assumed to produce
0.95 million pounds of woollcn carpet yarn at 100 ¢ rated capacity
and 0.81 million pounds at 35 ¢ capacity and as such will e mecting
approximtely 27 & of thc shortfall in demand.

(v) Raw licol

To examine the justification for setting up a neir mill for the
production of woollen carpet yarn, it will be nccessary to inquire
into the cccnomics of raw wool, that is whether the country gains
or iooges in producing yarn, inctead of sclling the rov wool. Thisg
is directly connected with ldded Valuc®, foreign exchange benefit

and omployment.

a) Prices of lau ‘ool — Homc ilarket

The prices of rew wool during the pact threce years have
been showing an averar~e annual increase of about 2¢ as
indicated below:

Year 19.. lj'. _}9. O_
Averasc Price of raw wool
per pound in C,U. 1.3 1.40 1.44

In view of tho past trend, the priccs of raw siool wuring
the next four years have been assumed to maintain a rising

trend and the cstimte foresces an increase of 2 ' each year.
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b) Prices of Da. Hocl — Zxport liarket

Scoured raw wool has baen exported in appreciable quantitios,

however due to the international moarket sicuation the average
export prices during the last threc ycars have shown a sherp

accline:

Yoar 15.. 19.. 19..

Average export orice of
scoured Traw wool vper
pound in C.U. 2,50 2.04 1.52

The export prices of raw wool h.ve been assumed as

C.U. 1.25 per pound in the first year and as C.U. 1.00 in

cach of the threec subsequent years. .n export price of raw

wool at C,U.”. 1.00 per pcund is ascumed as a rock botiom price,

below which thce cxporter will have no inducewen® to sell overseas.

(Observation: TIor the better uncerstanding of the peruser of
this report it is pointed out, the the Government
of the country issues vonus vouchers for exporting
indigonous products, whici in turn can be sold to
importers with a nonsiderable premium, so that
de facto the exporter achieves much higher prices.)

(vi) tarketing Arrangements

iiarketing arrangements will te worlked out by the sponsors

before start of production. Duc to the creat demend of woollen carpet

yarn, both in the domesiic as well as in foreign markets, no marketing

difficultics arc cxpected to arise.




2, BCONOIC JUSTIFIC.ATION

i/s "XYZ "foollen iiills Itd." {proposcd) would %e the first

spinning nill in the district of ......., which being an under-

doeveloped region, would grecatly benefit from the osiablishment of

such a plant.

At 85 € capacity utilization, the unit would require about
In the district onc finds 13 well defined

1,777.00C
brecds of

therefore

pounds of raw wool.

sheep, all belonzing to the carpet wool breed group and

no shortage of the raw wool of required quality will arise.

Shecp growers, as well as wool merchernts will welcome this new mill,

as it will provide them a ready market for the sale of greasy wool,

a) forcign xchange Denefit

The proposcd new mill will export 20 ¢ of itc yearly production.

The net foreirm exchanse earnings during the first four years of

operation arc estimnted as follows:

Guantity csti@ated to be
cxported (20 ¢ of total
production) lbz,

Jxport price of woollen

yarn per lb.

?.0.3. Price
;rarn in C,U.

of ‘Joollan

Less

— o

1, P.0.0. price of
cxportahle domestic

1st yeor 2ad year 3rd year 4ti year

raw material consumed 2353.14C

Valuc of spares and
stores

Depreciation on C4+I°
of machinery (10 ;7)

Interest payahle in
foreisn currency for
. 1 .7
machinery a & i p.a.

Total (1 to 4)
et forzign ecxchonge
carnings

nay C.U.

3,025
30,500

..30:000
375.065

JAg.T5Y
20.000

=Smms=a

141.0C3  15¢.284  161.536
3.59 3.68 3.77
506.219 588.741 608,991
282,015  319.962 323,072
6.050 5.075 12.100
$0. 500 60.500 60,500
. 20,537 23.075. .19.365
35.151 412,618 415.237
131.065  175.123  193.754
131.000 176,000 194,000
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b) Contribution to Gross Hational Product (GHP)

The proposed project during the first four years of its
operatior 7ill contribute to the Grosc National Product of the

country as follows:
Yalue .ldded

1st year 2nd ycar 3rd yecar 4th year

C.U. in 000

Sales (Net) 2306 3564 4141 4280

Less

Raw Faterial consumed 1090 2225 2570 2520

Power, Fuel and Hater ctc. 34 35 43 43

Spares and Stores 3 6 10 13

Poctagze, Telcgram, Telephone

and Dlectricity ctc. 5 7 8 9

Stationery and Printing A 5 6 7

Mvertising 50 50 50 50

Packing and other

distribution costs _ 52 66 77 36
2035 2397 2164 2828

Value Jldded c.U. 167 1167 1377 1452

c) Employwent Opportunities
The project after implementation will provide employment

opportunitics for 60 persons in the under—developed region., The

capital investment per employed person would amount to C.U. 35,500,
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Vi.j.'C* - COT OF PROJHCR, ITLUlD OF FIHANCE

AND DFBT DUITY RATIO

1. COST OF PROJ2CT:

The total cost of the project as per details of nnexures I and IV
is estimated at C.U. 2,132,000 of wihich C.U. 605,000 is in foreign
currency. The cosct of projcct is summrized as below:

Fixed Cost C.d.

Land 60.0C0

buildings 25,.000

ilachinery 1,251.000

Other JAssets ___€.00C

Total Fixed Cost 1,572,000
lorking Capital 550.000
including Commorical Danit Jorrowings e
Total Cost c.U, 2,132.000

2. 1TAlS OF PINANCS:

Tre above cost of projcct is proposed to be financed as oelow:

Proposed Scources of Pirancing  'ixed Cost Yorking Capital
C.U. C. Y,

——— e . >

4. Short Term Sorrowings
(Commercial Zank Sorrowings
against hypothecation of ctocks) - 209.000

Z. Long-Term Debt

(a) Dank's Poreign Currency
loan 907 of C and ;" cost  5/4.000 -

of mckinory
(b) Deferred custem: duty 121,000 -
(¢) Directors' loaa 256,000 . -
023.000
C. Spongors' Contribution

Paid-up Capital _649.000 _ _351.000 _
Total: 1,572.000 560,000
Total Cost: 2,132,000

“he spongors will be recuired to contribuic an additional sum of
C.U. 54,000 towors s two instalments falling iue during the congstruction
period. The sponcors' contribution will thus total to C.U. 1,312,000 of
which C.U, 1,000,000 will be throush paid-up capital and C,U. 312,000 as
lonz-torm loans from Directors,

3., DEDT-LQUITY RATIO:

The debt~equity ratio in the fixed cost of the projoct aftor 10 “
down payment and iwo inctal.onts of banks' loan falling due during the
construction poriod works out to bc 39:61. The ratio in the overall cost
of tho prcject will Lo 32:65, Dircctors! loan of C.U., 212,000 which will not
bo repaid during the subsictonce of the banlc' loan, for the purposes of
computation of thic ratio has toer troated as part of cponsors' oquity

(quasi cquity).







Tile 'I% =~ PRGUTTAJILITY

The detailed forecast of earninzs and its underlying assumptions

in respect o

are given in \nnexures 7 to L.

is given below:

Sales

Cross Frofit

lfet Operating Profit
Total I'rofit Defcre Tax

ithe proposed project for the first four years of operations

1 svmmary of the Foretast of Jarnings

123 year 2nd year 3»d year 4t yrar
_. C.,U, in ,C00 .
230€ 3564 4141 4230
783 1712 1202 1237
532 736 954 9710
453 125 298 922

The Company ic expected to earn pre—tax profit on sales of 17.5 %,

20,25 <,

of operations respectively.

unit tie after—tax profit on cales for t

9.5 4], 10,7 ¢ and $.0 § respectively.

21,48 € ard 21.54 ¢ in the first, second, third and fourth year
If “he plant is assumed to be 2 tax-paving
he four years will e .1 “,

The pre—*ax and after-tax return on owners! average equity as well
as on averare capitalization “or the first four years of opecations

are given as below:

Return on Owmers' Tquity

Year of QOperation

Pirst

Second
Third

ourth

Neturn on Capitalization

Year

of Gperation

Pirst
Cecond
hird
Tourth

Pre—rax
11.2 ¢
43.1¢
3.6 4"

35.1 5

Pre—Tax
26,5 ¢
3.4 5
31.9 ¢
29.8

It may also be noted that the proposed unit promises to yield the
following pre—tax and after—tax earnings for a share of C.U. 100,00:

Yoar of Operation

Iirst
Second
Third
Sourti

The company would be abl

first year of operation, a 15 ‘.
casn dividend in third and fourth year eacil.

rarnic oy e Tare  larplt o ovoT hare
(efore Max) (\fter Tax)

Cele £9.30 c.U. 25,60

C.U. 72,30 c.U. 34.90

c.U. 59.57 C.U., 27.07

. 63.47 c.U. 23,00

e to declare a 10 ¢ cash dividend in the
cach dividend in the second ycar, a 20 &

The company will also be
igsuing a 50 ¢ stock dividead (honus gharec) in the third year.
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_X. !'I' DoIn-SIVICS COVIRAT:

lst year 2nd year 3rd year 4t
C.U. in .000

h year

ae ASSUWIING Til HOLIDAY UNIT

ilet Profit as per Barnings 423 723 3593 522
'orecast
Less: Income Tax s ;
(Annexure-%1I) ) ——— Tax nc:l.liaa 502
Add: 453 723 896 420
Intereat on foyeranent 17 g :
Interest on IZanks! Loan 42 37 32 27
Income Available for
neeting Liabilities 542 767 935 440
Liabilities
Instalments on Banks'! Loan 54 ha 54 54
Instalments on Govt. Custom
Duty Debentures - AcC 40 41
Interest on Banks'! Loan a2 kY4 32 27
Interest on Covt. Debentures T 1__. 5 2
Total 103 133 131 124
Debt Service Coveragze (Times) 5.20 559 7.13 3.62
*The tax-holiday privilege o: thc company cxpires after 3 years,
E. ASSUIING TUX PAYIUC WIIT
Het Profit as per Tarning
orecast 433 723 398 622
Less: Income Tax
(Annexure-XII) 23T 314 450 502
256 348 210 320
adds
Interest on 2anks Loan A2 37 32 27
Interect on . Covernnent
Debentures 1 1. .5 2
Income Available for meetin;; 305 393 155 419
Tiahilities
Liabilities as in .\ above 103 138 131 124
Debt Service Coveraze (TMimes) 2.06 2.0 3.47 3,62




M

- 25 =

The project will enjoy tax-holiday under section e.e.... of the
Income Tax .Act for 3 years. The dedt service covercge during the tax—
holiday period works out te ke 5.25, 5.55, 7.13 in the first, second
and third yecr of operations resioctively. On the espiry of fhe tax-—
holiday period the dehi-gervicinz capacity ::ill be reduced to 3.062,
but still would be sufficiently hi;a and above tlie requirementes.

If the unit wvere = tax-payinz one, the debi-service coverage trorks
cut to be 2.96, 2.34, 3.7 and 3.62 in the first, second, third
and fourth year of operations respectively, showing o satisfactory
debt-servicing capacity of the unit.

1J' BRIV 3 COINT

Tne project will break even (innexure XIII) at a sales volume
of C.U. 1,473.0C0 at 30 ¥ capacity utilization thus leaving a considerable
rzap under which the project can frecely operate before it could suffer
a loss. Sales required to earn o 15 ¢ pre—-tax return on equity
employed are C.U. 1,064,300 which necessitate 65.5 ‘. capacity utilisation.

' CASH LGN

S detailed cash flou ctatcment (Lnnexure %) coverins the first four
yoare of operations is attached ag dnnexure . The company iz expected
to renerate funds sufficient enough to pay off the vanks' loan instal-
uents, in*erest, deferred custons duty instalments and interest and 10 ¢
cash dividend in the first year, 15 ¢ cach dividend in the second year,
and a 20 ¢ cash dividend in the third and the fourth year each. Besides,
the net cash surplus of C.7. 2,123,000 at the end of the fourth year
indicates that the project will hove surplus cash more than necessary
to renlace the plant a2t the end of its exnected economic life.

RECONLINDATION

“r

Considcred {rom all aspects the project of Ii/s .YZ lloollen
11111 Ltd. (Proposed) iz feasible and suitable for the banks [inancing.
It is, therefore, recommenced i-at & foreizn currency loan ecuivalent
to €U, 605.000 (approximrtely) my be sanctioned to them.

CHI'T ILUAGTR
Siatures

i‘anarer
Project lepartment

Project Officer
“nsineer

scononmist

the 19

[P | . - ————
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I/S. KYZ GOLL Y IILLS LTD. (PRCPOSID)

COST Q. PROJCT

I

Iten GCost in Bquivalent Local Total dasis
Poreisn Currency in C.U. Currency Cost for
() Cost C.U. _C.U. TZotimate*
1. LWD
a) Cost of 60.000 sa,ft.
of land - - 55,000 55,000 I1
b) Cost of Filling,
Gr=ding, Llandscaping - - - -
¢) Drainage, Sewers, .
later-mains - - 3.000 3.00C v
d) Roads - - 2,000 2,000 IIr
Total: 60.000
2. BUILDING
a) Pactory - - 145.300 145.500  III
b) Office - - 2,600 2.600 III
c) Codowmn/Store - - 32.400 32,400  III
d) Yorkers! Quarters - - - -
e) Others (Cantean Doiler - - 47.5C0 47.500 111
Room, Lavatory, Tanks ctc.)
f) Fencing, Compound !fall - - 7.300 7.800
Total: 243.100
3. HACHDVTRY + SQUIRILUT
a) ilain I,Iachinezv/, Cost
C+F/and/or ex works in  126.064 605,000 42,000 647,000  III
cace of domestic origin
(as per encl, quotations)
b) Spare parts, coct C+T7
and/or ex works in case
of domestic orisin - - - -
(as per encl., quotations)
c) Tubewells, Power Plant,
Transformers, Cables
from ilain, i'uel Storage,
Other (Railway siding - - 2.000 2,000 111
etc.)
d) Mariae Insurance - - 4.500 4. 500 v
e) Import Duty ~ - 302,500 302,500 v
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Cost in Squivalent Local Total Basis
Iten Poreign Currency —Ji-n c.y Currency Cost for
(@) T Cost 7.U. C.U. __ Istimte*
f) Lonus Douchers
a 170 < - - 102.850 102,850 T
g) Clearing charges
etc. - - 500 50

h) Inland freight to
site including loading

and unleading - - 23.609 28,000 v
i) Inland Insurance - - 2.000 2.000 v
Total: 1,039.350

4. COST OF INSTALLATION

a) ilechanical (Insta-
llation of machinery) — - 10,000 40.000

v
b) Zlectrical - - 20.000 20.000 v

c) Insurance - - - -

Total: 50,000

5. VEBEICLZS (for use)

a) Inside Factory Coir
pound - - - -

b) Outside of Factory - - , - -

Total: -
6, OFFICZ TAUIPITRN
a) Office Murniture - - 2,000 2.000 III
b) Office machines - - 1,000 1.000 111
Total: 3.000
7. CONSULTANTS IT05
a) Surveys - - - _
b) Plans, Drawin/s - - 1,000 1,000 v
Total: 1.000

8. PRO-OP.RATIMG FLIPTHGS0

a) Promotional - - 1.000 1,000 111

b) Lezal - - 1,000 1.000 v

¢) Danks' Fees, L/C |
Charges etc, - - 20,000 20,000 Iv

4) Import Licencc I"ee - - 2,000 2.000 v
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Cost in nouivalent Local Total Basis
Iteuw Foreign Currency ].j'l c J " Currency Cost for
. (2) S Cost C.U.  C.U. Zstimmte*

=) Expenses for star—
ting up production - - 5. 00C 5.00C IV
(experts, trial-runs ctc.)

f) Any other charges
(details) - - - -

Total: 23.C00

o, INTIWST PAYABLY
DURINC CONSTRUCTION

a) On lachinery and
duxiliaries - - 45.::00 45.40C w

b) On Building + Others - - - -
Total: 45.400

10, CONTICTHNCIIS
a) On Ilachinery and

luxiliaries 59 of -~ - 23.550 26.35C v
local currency cost
b) On Duilding 5 & - - 12,150 12.15C v
Total: 41,000
Total cstimted Mixed Cost 1,571.350
11, YONLTIC CAPITLL R3QUIRTD
(Including Commercial Bank Borrowings) 56C.000 __
TOTAL TN CO3T C.U. 2,131.350
Say .U, 2,132.000

#*Note: (‘’xplanation of column 6 "Jagis for stimate')

I ~ purchase has been completed

II - a binding quotation has been received
ITI - a proforma quotation has been received
IV - an estimated price has been given

I confirm herewith, that after thorough investipation of all
anticipated expenditures, 2 realistic occtimte of the coet of the project

has been given,

Dated: 12 Initials: nginecr:

Project Officor:

[ianager
Pro ject Dopartment:
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1/S.  XYZ WCCLIFE 1ILLS

_33_

> eoTom

ITD. (P:0POSD) .

ANNEX TIA

List of :achinery to be Imported.

s . ' - :l0.0f Price MName of
Description Operation liodel Capacity wits in . Hanufactuwers
1. PO Gress ashing  Gcouring 3033 1bs/ 1 11.550 Spima

and Rinsing machine + iashing shift R Uest Cermany
2. Opener With 600 s n} - - - 4 ~r
MR Openiny 2500 lhsy/ 1 1.0C0 - do —-
working width shift
3. Single swift Card ; -
2200 mm working Carding 2009 Los/ 1 40.432 - do -
- shift
width
4. Rapid Intersecting Drawing 2000 lbs/ . Can
with 1 head 1 can. shift T 6,437 do
5. Rapid Intersecting . 2000 1%s/ nr o
with 1 head 2 cans Dreving shift vT.04 do
5. Rapid Intersecting
with 1 heal 2 cans Drauin; 200? }b"/ 1 7.650 - do -
. shift
4 slivers
T. liigh Draft "inishec Preparation
Autorat with § heads E:; o - 2090 1bs 1 11.080 a0 —
and 16 bobbins L otovang
6. Ring Spinning frames Spinning 3.30 1bs per 31.000 - do -

Enginecer:

ianager

Price *,0.5,.

freisht

Project Iapartment

n

Tquivalent to .U, 605,000

spindle and shift
(240 spindles or
T's York Shire
Sikien) (2 sets) _

5 117.26%

2 8.195

3 126064

Project Officer
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ANNEX IIB

58, Y2 UOOLLE! HILL. 17D, (PRuP03)

List of iachinerv to Ye Purchased Locally

3.Ho. Description ¥o. of Det Price
1. Boiler (0il fired) 150 P.5.I. 1 set C.U.  30.C00
2. Sundling Press 1 set C.U, 1,000
3. Baling Press (Screw type) 1 cet C.U. 4.000
4., Reeling Ilachine 2 gets c.U. 5.000
Se eizhinz machine 1 set C.U. 2.000
Total C.U. 42,0C0
Initials
ongineer Project Officer
:lanazer

Froject Department




1.

2.

3.

4.

S.

10.

1l.

12.

Land acquisition

3stablishnent of Letter of
Credit (i:achinery Order)

Site development started

Site development completed

Building construction started

Building construction
completed

Arrival of machinery-port

Arrival of machinery -
factory

Kachinery installation
completed

Unforeseen delays
Trial runs

Normal P1 . 3duction started

ANNEX III

11/3 XY2 UOOLLZI {1ILLS LTD. (PROPOSID)

ROJECT CONSTRUCTION TIR (ES’I‘DL‘.’I'."’JD L7 JIONTUS)
Post L/C Period

¢

(61
O

21 122 }23

cage.o

-+

1
e .-o.+¢—..

-y

b

1.

_gt_
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/5. X¥2 MOOLLE LILLS LTl (VROPCUTD)
SALDS BSTLWLTIS (Tud FACTCQzl
Year of Operation 15t year 2rd year 3rl year 4th year
Capacity Utilization 55 ¢ 75 < 35 ¢ 35 ¢
Quantities (1os;} (10s) (1.s) (1vs)
Opening Stock of i‘inished oods = 30.538 35.462 40.234
Production during the year 597.163 705.632 804.672 207.340
Guantity vailable for bSale 507,168 T40.520 31C.154 348.074
Less: Closing Stock of
finished goods 30,3888 35,432 40,235 40,392
(15 days production)
wntity estimated to be sold 556.280 705.033 799.920 507.632
(Quantity estimated to be
sold in the local market(80 ¢7) 453.024 564,030 739,536 646,146
fuantity estimted to be
exported (20 <) 113.256 141.0C3 159.534 161.535
566.280 705.038 79%.520 807.682
Sales Value
A. Finished Goods c.U. c.U, c.U. c.U.
i) Local 2,003,910 2,656,531 3,09C.851  3,198.423
ii) Exports 396.306 500,215 505,711 508,991
2,430.306 3,162.800 3,679.632  3,807.414
D. Spinning 'faste 123, 352 142,560 161,563 161,563
3ales Value 2,603,350 3,305.360 3,841,209 3,963,962
Add: '
i) Bonus Tarnings A n S p
3 30 . of Ixports 113,219 151.366 176,522 182.697
ii) Premium on Bonus p
Total Salec Revenue 2,306,020 3,563.532 4,141,457  4,279.567

Asgumptions and Ixplanatory Remarks:

1. Operation Time - "Two shifts of 0 hours each

2. Production Period =300 days in a yoar

3, llork-~in-Procesn
Period -~ 10 days
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4. Total number of spindlez — 100
5« Production per spindlc — 3.3 1lus. per shift

6. Production durinz the year ficurcs have leen Jorked out as under:

lst year  2nd yoar J3rd year  4th year
és 75 % 351 55 ¢
(1»s) (1bs) (1vs) (13s)
Production at stated capacity
for 290 days of the year 597.168 635,040  75C.%12 780.912

Add: 10 days production at
previous years capaclty
(units in work-in—process - 20.592 23,760 26.928
of the previous year

Quantity Produced during
the year 597,165 703.632  004.572 807,840

7. The home mariket and export prices for lct year of o peration have been
assumed at C,U. 1.6 and 3.50 per 1b. respectively. Thereafter an
increase of 2,5 ¢ ecach year has beer assumed. The sale price for first

4 years of operation will be as belou:

1st yoar 2nd year 3rd yecar  4ih year
c.U. c.U, C.U. c.U,
Local 4,060 2. 7L 4.03 4.95
Export 3.50 3.59 3.68 3.7

8. Saleable spinning waste would bec 10 {: of the total raw material consumed
and would be sold A C.U, 1,00 per 1b.




_3;_

uiftA ¥

J/5. XYS UOCLLI! IILLS LT, {PROPOSZD)

Year of Opcration

PYant Capacity

‘lork—~in—-Process
(Opening stock)
Raw laterialgs
Opening Stock -
Purchase

Raw-iaterial avail-
able for use
Less: Closing stock

2.079

180

2.07%

Raw—saterial (30 days)

Raw laterial consumed
during the year

Factory ‘lages + Salaries

Tactory Overheads

Tfater, Power + Fuel 34
Spares + stores 3

15

Decpreciation ilachinery 125

Repairs + ilaintenance

Decpreciation Factory

Building 12

Other manufacturing
Cverheads

30
Total Factory Overheads
Total Tork—-in—Process
Legs: 'YJork—in—Process
{Clocing $tock 10 days)

Cogt of goods manufac-
tured during the ycar

Add: Opening stock of
finished goods
Total Finished Goods
Available for Sale
Less: Pinished Coods
{Closing Stock 15 days)
oot of Cocds Gold

215
2.207

~39
2.258

223
2,605

257

2,547
222

2.027
257

2.832
262

35

30
125

12

2 > l:L‘——)

112

246

3
1C

£}
‘e

125

A0

~d

125

43
13
60
125

12

2.620
132

272

2.557

3.057

29

2,571

110

2.956

129

2.681

129

3,037

143

2,552

2.939

ISR

3.047

146
3,195

152
3.043

f-i-oi 1t
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Assunption and Explanatory Remarks:

1. At 100 ¢ plant officiency, Greasy ‘ool and Batching 0il — the raw materials
for the project — will be recquired in the following quantities

Creoasy ileol 1,900.800 1bs,
Batching 0il 23,512 lbs.

2. The cost of groasy wool and hatching oil for 1lst year of operation has
been assumed C.U. 1.50 and £.U. 2.00 per lb., r ~pectively. Thereafter
an increase of 2 < each year has been assumed. The cost of the raw
mterials per lb. fer the first 4 ycars of operation would be as telowd

1st year 2nd ycar 3rd vear 4th year

C.U. C.Ce C.U. c.U.
Creasy wool 1.50 1.53 1.56 1.59
Batching 0il 2.00 2.04 2,00 2.12

3. It is assumed that the scouring waste will be AC 7: of the total! raw
material consumed and will be unsaleable, The spinning waste is
estimated at 10 7 of the total rawv material consumed, and will be sold
a C.U. 1.00 per 1lb.

4. The purchase of raw materials fur the first fowr years of operation
hawve beer worked out as on pagze 4.

5. Factory Wages + Salaries:

_Ho. salary per month Janual Salary
C.1. c.u,
Pixed:
Spinning liaster 1 1.500 18,000
Supervisor 2 5C0 12.000
Foreman 1 500 ¢ ,000
__36,000_
Ho. Hages per day Afnual Hages
Jariable:
Skilled Labhour 10} at 5 28.300
Seni-Jkilled Iabour 22 ) rated 5 33,000
) capacity
Un~3killed labour 15 ) 4 21,600
_083.000
_lst yoor ~ 2nd year =~ Jrd year = 4th yocar
c.G, C.U, Cot, ¢.U.
Factory iagzes + Jalaries
a) Pixed Cost 35,00 35,004 36.000 36,500
Increment & 5 % Pede - 1.300 3. 600 5. 400
36,000 37,600 39.600 41,400 ,
Bonus 1 month 3¢000 3,150 3300 3.450

Total (a) 39.000 104 250 424900 44,850

1
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b) Yariablc Cost 54.210 62.550 75.3%0 70.39C
Increment 2 5. p.a. _ - 2,710 5.83  _9.331
5:1e 210 £5.260 . T75.727 20.271
Donus 1 month 4517 . 5.438 __6.3%4 6,689
Total () 58.72 7€.598 $3.121 36.960
Total Factory Wegec
and Salaries (a+b) 97.727 111.615 125.021 131,010
6. Steores and Spares
4 of the C+F/Tx—lorks 0.5 1.0 1.5 % 2.0 <
Cost of Yachinery
T. Repairs ard jiaintenance
< of the total cost of
" ~.~:inery + Building 1.0 < 2.0 ¢ 3.0 % 4.0 %

8. llater Potrer + Fuel at
100 < Capacity
a) Tower:
i) Connected load — 5C M
Power Pactory - .0
Tl - 50 x W0 x 16 x 300
Cost = 192.C00 x 0.135

192.000
25.520 (Variable)

ii) Uurcharge A C.U. 13.0 per 1! per month - C.U. 7.300 (fixed)

b} Fuel 0il:

20 gallons per day 3 C.U. 1.00 per gallon = C.U. 6,000 (Variable)

c) iater:

15 gallons per day 2 C,U, 2,00 per 120 gallons = C.U. 9.000 (Variable)

Total (a + b + ¢)

€.U..10,920 (Variable)

C.U., 7.800 Fixed

1st year 2nd year 3rd year 4th year
C.U' C.U. C.UO CUUO
Power, tlater + Fuel Cost:
Pixed - 7.300C - 7.200 7.800 7.900
Variable 25.598 3C.690 34,782 34.782
34.395 38,490 12.532 12.502
5. ecreciation Tten Tost nate of Amourt
o ’ Depreciation Depreciztion
e = e ; ..P....‘,..... Lon .JZ_.&..EI_...__
‘e ] YAd L] .
Machinery 1,251,600 10 125,160
Factory Building 2.4.970 5 12, 2%
131508,
lst year 2nd year  3rd year 4th year
c.U. c.U. C.U. c.U.
10. Other ilanufacturing
Overhcads ~ Lump Sum 30,000 35,000 40,000 45.000
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Raw Haterial Requirements
a) Greasy “iool:
Quantity Tequirel for 300 days!'
products

3to2' to Ye maintained at all
tiwcs during the year
(30 days requirements)
Total Requirements

Less: Cpening Stock Purchases

to be made during the year

t) RBatching 0il
Quantity recuired for 300 days!
producticn
Stock to be mcintained at all

times during the year (3C days!
». _uirements)

Total Reguiremerts

Less: Opening Stock Purchases

tc be made during the year -

Total (s + b)

|

DURCHLST OF DT TATTTRIAL
T st vear  2ad yeaxr  3rd year Ati year )
“uantity Value Quantity Value Quantity Value Quantity Value
].‘J.S . C 0 Uc 1b Se o— _C‘Q-U_-- _:’_-_b_g_ » __(_).o Uo 1bﬂ . C o_Uo
1,235.520 1,353,230 1,425,600 2,101,163 1,615.680 2,520.461 1,615,68C 2,503,531
123.552 135,328 142,550 213,117 161,568 252,016 161,563 256,849
12322.012 Eégé=;22u 1,563,160 2 _iB:ZQz 1;111_258 ELZZE;QQI l 177.248 2, §§2=;24
- - 123,552 135.328 1.».,2.560 213,117 161,568 252,046
1,359.072 2,038,608 1,124,603 2 213.957 1 u3 688 2,551,390 1,615,68C 2 5737778 ,L
_____________ N N S N S R T N N N R R T R S T S S N S N N N R S R S N S N R I S TN S e R S S S S R N N R IR NS NS S mE OSSO O e RN IS LS N
I
18,533 37.06C 21,389 43.623 244235 50. 406 254235 51.378
1.853 3,705 2.138 1362 2..424% 5.0.11 2. 12.; 5,130
===22:338 _;2_11: ==£é;2£§ 412283 26,0832 ==2r112° 202832 28:3:1
e e e XeB53 32706 2,138 4362 . 2424 . 5.041
20. 386 40, 772 21.68 9 A41.279 2.3.521 51.088 2,.235 51.4’6
2 1079.380 2,258.236 2,605,478 2,625.2
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14/3. XYZ JOOLLN KILLS LTD. (PROPOSED)

SSTNATES OF GENSRAL, JTMINISTRATIVS, SELLING EXPENSES

(in '000)
Year of Operation 1st year 2nd year 3rd year 4th year
C.U. Cc.U. _C.U. Cc.U,
A. General + Administrative
Expenses:
Salaries — Office Staff 36 33 40 a2
Directors! Fee - - - -
Hawaging Agent dllowance - - - -
Postagwe,r Teiephom_e, ) 6 71 8 9
Telegram + Zlectricity
Stationery + Printing 4 5 1
Travelling + Conveyance 5 6 1 3
Misc. lixpenses 8 10 12 14
Depreciation — Office 1 1 1 1
Building and Squipment _
Total (1) 60 67 14 31
B. Selling “xpenses:
Salaries — Sales 22 23 2., 25
Advertising 50 50 50 50
gizlt?:‘gu: ig;hgzst 8 52 66 m 86
Misc, Fxpenses 17 20 23 25
Total (B) 141 159 17- 136
Total (A + B) 201 226 248 267
Agsumption + Fixplanatory Remarks:
1, Office Salaries (Fixed)
No. Salary per month Annual salary
c.U, c.u.
Manager 1 - 1,000 12,000
Accountant 1 600 T.200
Typist—cumClerl: 1 250 3.000
Production Clerk 2 200 4.800
Mess. + Guard 3 100 3,600

30,600




2.

3.

..4_.!_-

lst year 2nd year 3rd year Ath year
c.U. c.U. c.U. c.U.
Salary 30.600 30.620 30.600 30.600
Increment 2 5 % p.a. - 1.53) 3.060 Je 590
30.600 32.130 33.660 35.190
Provident Fund 2 10 & 3.060 3.213 3.366 3.519
Bonus 1 month 2.550 2.GT1 2,305 . 2.933
36.210 38.020 39.831 41.642
Depreciation (Fixed)
Lem Cost D}:::‘chition De;mecu?ition
¢.u. c.U.
Office Building 10.080 5 ¢ 504
Office Furniture 3.000 15 . 450
24
Salaries (Sales) Fixed)
Ho. Salary per llonth Annual Salary
c.U, c.u.
Sales Officer 1 600 T.200
Sales Jdssistants 2 300 T7.200
Typist—cumClerk 1 250 3.000
Hessenger 1 1C0 1,200
18,600
1st year 2nd year 3rd year 4th year
c.U. c.u. c.U. c.U
Salary 13.600 18,600 18,600 18,600
Increment 2 5 5 peae ~ 930 1,860 2.79%
18,600 19.530 20, 160 21,390
Provadent Fund & 10 ¢ 1,860 1,953 2.046 2,139
Bonus 1 month 1,550 1,627 1,705 1.783
22,01C 23,110 24,211 25. 312

Packing and other distribution costs have been assumed 3 2 4 of szles.




i

ARNEX VII

1/ ieXYZ_0OLLTN HILLS L7D. (PROPOST)

ZUTENTD PIRNCLY, RPN

{C.G. in '000)

Year of Cperation ist zear 2nd vear 3rd year 4th year
Interest on Banks' Loan 42 37 32 27
Interest on Commercial
Lank loan 21 - - -
Interest on Covernment
Custom Duty Debentures T T 5 2
Interest on Director'sloan 19 19 1§ 19
Total: 39 33 56 18 :

Explanatory Remarks:

1.

2.

3.
4.

50

10 < of Danks!' foreign currency loan will be paid as down payment Lefore
establiskrent of ~/C. The remaining 90 ¢ amount will be paid in 20
cyual half-yearly instalments of €,il, 27,225 eacl, the payment

commencing § months after the shipment of mechinery.

The interest on the Banks'! loan has been caleunlated 2 9 ‘," pP.&. On

the averaze balance of the Tanks' loan durinz the year.
The interest on Commercial Zank loan has been calculated 2 10 ¢ p.a.

Duae to adequate liquid funds availalle a’ the end of the first year
it ig assumed that the Commercial Dank Jorrowings are completely

repaid during the second year of operation,

The interest on deferied customs duty of C.U. 121,000 has heen
calculated 2 6 ¢ p.a. The deferred duty will be paid off in 3 equal

yearly instalments commencin: from the second year of operation,

The interest on directors' loan of C.U., 312,000 has heen calculated
3 6 ¢ p.a. (One percent above the Dank Rate),
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sedo ey trmev e mr srwe v osmim f e
iy ke ALS RWUULL AL (1lolm) Lide \1VUFUOLU)

SSTLATS G UOWITC CATidy RCQUIRN LIRS

(C.U. in .000)

Tied Up Constr. 1st 2nd 3rd Ath

Period Year Year Year Year Year
CAPACITY - - 65% 155 85¢ 85
A. Current Asgets:
law Haterials
Raw Materials (imported) - - - - - -
Raw Materialec (local) 30 dayc - 139 222 257 262
‘Jork—-in-Process 10 days - 14 86 99 102
Pinished Coods (in store) 15 days - 110 129 148 152
Debtors (Sales) 1 month - 234 297 335 391
Others (General administra- 25 days - 17 16 21 22

tive + sellins expenses
Pinished goods, 15 days
+ ¥,1.P. 10 days)

Total Zstimated “iorking Funds lNequired — 624 153 870 G29

B. Proposed leans of Financing

(i) Current Liabilitiec:
Haterial purchased on - - - - -
open account

Commercial Bank Dorrowingsz* - 209 245 284 289

Total Zstimated Current Liabilities- 209 215 284 239

(ii) Bstimated Working Capital
to be contributed by the 35L%% 115 500 533 640
Sponsors (A-D1)

TOTAL - 62, 153 870 923
* é7o ¢ of Naw llaterial) - 132 155 130 183
70 % of Finished Stocks) - 171 90 104 106

The Cash content of working capital for the first year ito be arranged
at the end of the construction ycar is C.U. 351,000 as shown below:

Yorking capital requirements for first year . V. 13,200
Legs:
1. Pre~Tax Profit for 1 month included
in the value of zales shown above C.U. 41.000

2. Depreciation for 1 month 25 days
included in the value of zales,
finished goods and work in procesc
chown avove. C.U. 23.000 64,000

C.U. 351.000

BRIBIJUZX MM IR0
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ANNEX IX

S. XYZ HOOLL: IILL3 LTD. (PROPOSID)

bales
Cost of Goods Sold
Gross Profit

Ceneral Administrative
and Selling Tixpences

Het Operating Profit
Other Income

"inancial Tixpenses
Total Profit Before Tax
Income Tax

Profit .ifter Taxes
Proposed Dividend
Profit Retained

RATIOS
Cross Profit To Sales

Operating Profit To Sales

Net Profit Beforec Tax
To Jales

Net Profit Before Tax
To Owners Uquity

Het Profit Defore Tax
and Intcrest
To Capitalization

PORCAST O DARNINGS

{C.U. in 1700)

158 yecar 2nd year 3rd year 4th year
2,806 3.564 4.141 4.280
2,023 2.552 2.939 3,043

733 1.012 1.202 1.237
201 226 243 267
532 736 954 a70
532 156 $54 S10
89 63 96 48
423 7123 398 922
Tax Holiday 5C2
43 723 820 420
100 150 200 300
393 513 655 120
27.90 ¢ 283,39 ¢: 29.02 ¢} 23.90 <.
20,74 % 22,05 ¢ 23,03 ¢ 22,66 <
17.57 ¢ 20,28 o 21,68 < 21.54 ¢
41.2 < 43.1 7 39.6 ¢ 35.14 &
26,80 31.41 7 31,87 ¢ 29.77 7
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/5. XYZ HCQLLT TILLS LTD. (PROPOSTD)

G5 TLO T ORI

T FTATI TN

L

Construction 1st vea
_Pering SR AR
Source of Funds
Het Profit before _ €0
Tax and Interest -
Depreciation = _ 135
Total Punds CGenera- 120
ting from Operations
Sponsor's Zquity _
(Paid-up Capital) 1.000
Borrowings from 312 _
Directors/Partners
Banks'! L-an 605 -
Debenturee (Customs Duty)i2l -
Increage in Short-term
Commercial Bank -~ 20¢
Borrowings
Increase in other
current liabilities - -
TOT:‘LL .)OURC : 2. 038 929

OF FUNDS (4)

(C.U. ir r0CC)

énd vear 3rd vear .lth year
736 054 970

138 138 J133
924 1.092 1.108

924 1,092 1,108




Construction
1st year

2nd year

ird year

Period
5. \pplication of Funds

Investment in fixed
assets including 1.572 -
capitalized expenditure

Increase in Current
Assets

- 624
Decrease in Commercial

Bank Borrowings

Decrease in other Current

Liabilities

Interest payable on 42
Banlzs! Loan

Intercst on directors
Loan

Interest on Commercial
Bank Borrowings

Interest on Customs 4
Debentures

Amortisation of loan
from Directors

Amortisation of the
Banks' Loan 115 54

Amortisation of
Customs Debentures

Tax on issue of Bonus - -
Shares (5" °" share dividend)

Income Tax - -
Dividends/Drawings - -

Investments - -

129

209

31

19

54

40

100

117

32

19

40

100

150

4th year

59

27

19

200

Total ipplication (Z) 1.687 167

Cash Surplus (Deficit)
during the year (1A-B) 351 162

Cash at the beginning
of the year - 351

595

329

513

57

575

842

402

706

1.417

Cash at the end
of the year 351 513

842

1.417

2,123

B

1




/5. XYZ IOOLUX _TILL3 LTD. (

_53-

-

PROTTOT ) MLAICT GiTTY

(C.U. ia '21C)

PROPOSTD)

AFNEA XI

(Times)

Ereakdup Value of C.1.100. 00
shares

Construction 15t vecar 2nd vear 3rd year 4th vear
JYear 0.0, c.u. .U cW. G
ASSETS
Current
Cash + Bank Balance 351 513 842 1 417 2.123
Other Current .issets - 624 753 870 929
Total Current lssets 351 1,137 1.59% 2.287 3.052
Investment - - - - -
Pixed Assets (ilet) 1.572 1.434 1,296 1.158 1.020
Total Assets 1.923 2.971 2.991 3.445 4.072
LIABILITIVE + OUNTR "OUTTY ‘
Current Liabilities
Sundry Creditors - - - - -
Short Term Borrowings - 209 - - -
Income Tax Payable - - - - 502
Other Curreni Liabilities
(*ividends Payable) = 100 150 200 300
el gy w0 m
LONG TcRl LLABILITISS
The Danks' Loan 490 436 382 328 274
e pomocngs | ywom o m & -
Loans from Directors __ 312 312 312 312 312
oty ap  ms %
ONNERS Y OUITY
Paid up Capital 1,000 1.000 1,000 1.500 1.500
Retained Earnings . 393 966 1.064 1.134
Total Liabilities
+ Owners' Dquity 1.923 2.571 2.891 3.445 4,072
RATICS
" "Tong Term Debt/Tquity 32:683 25:75 16:34 11:89 8:92
g“u;;:’r:: ﬁzg;‘i{ties - 3.67:1  19.83:1 11.43:1 3.37:1
Fixed .\ssettc Coveyrge 2,57 2,57 2,79 3,13 3,72

c.U, 139.30 C.U, 196,60 €.U.170.93 €.U,185,60




ANNEX
- 55 - XII
1/3. ¥¥2 "OOLL: HILLS LTD, (PROPOSTD)

THCOIT X COTPUTATION

(c.U. in 00O)

1st year 2nd year 3rd year 4th year

Profit as per Darnings Porecast 493 723 898 922
Add: Depreciation 138 133 138 138

Total Tarnings

Before Depreciation 631 861 1.036 1.060

1. Hachinery
a) Normal & 10 ¢ 125 113 101 91
b) Dxtra-shift 2
5 ¢ increase 63 56 51 46
2., Pullding a 59 13 12 12 11
3, Office Frrniture
Squipme:it » 6 & - - - -
201 181 164 143
Taxable Income £ 630 872 912

Income Tax 3 55 & 237 374 480 502
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/XONYZ UO0LLET

ILL

U KIIT

D" (PROPOID)

DI -EVET ALYSIS

Gales of woollen yarn
produced at &5 y: capacity

Tctal production costs, selling-,
administrative and financial
expensss at 65 5. capacity

Analvsis of Total Costs Total
naw l'aterial 1.5%0
Factory Yazes + Salaries 28
Hater, Power + Tuel 34
Spares + Gtores 3
Repairs + ilaintenance 15
Depreciation 135
Other Hanuf. Overheads 30
Salaries — Office ' 36
Postage, Telegrammes, Telephone 6
Stationary, Printing 4
Travelling, Conveyance 5
Misc. Admin. IIxpenses 8
Salaries - Bales 22
Advertising 50
Pacldng + Distrib., Costs 52
liisc. Tixpenses —Sales 17
Interest on Banka! Loan A2
Interest on Commercial
Bank Loan 21
Interest on Govt., Debentures 7
Interest on Directors' Loan _ 19
2,497

(C.U. in '000)

2,952
2.497

Hixed Variable
- 1.350
49 43
o 26
2 1
10 >
133 -
15 15
36 -
4 -
5 -
3 -
22 -
50 —
- 52
14 3
42 -
21 -
12 -
456 2,041

ZEIZSE =S
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TORM.™LA ¢

Fixed ﬂ enses
1 — Variable Ixpenses
Sales

Break—evon Sales

..196.000
1~ 2,041,000
2,952,000

456,000
1 - 0.6915

Sales of

utilization to break-even will be 50 T

c.U., 1,473.000 or a capacity utilization to

To calculate the amount of sales required and the capacity
utilization of the mill to achieve a 15 ;. pre—-tax profit on owners!’

equity, the following formula is employed:

Fixed Zxpenses + 15 ¢ Profit

1 — _Variable J'xpenses
Jales

_ #56.000 + 150.000

1 - _ 2,041,000
2,952,000
_ 606.000
1 - 0.6515

C.U. 1,964.300 or 66,5 4 of capacity

I
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1Y/ "XYZ :QOLLEN NILLS LTD" (PROPOSED)

DIVCOTIT CRITERLY

1. Optimum Attainable Capacity: (4th year)

Quantity

-
(] Ttem

Koollen Carpet Yarn, T's count

2., F.0.B. Price of production
at optimum attainable capacity:

fuantity Total

807.320 1bs.

T.0.D.Price

3. Foreign Txchangze Requirements
at optimum attainable capacity:

a) (i) P.0.B. price of exportable
domestic raw material

censuried for above ¢.u, 1,615,080

(ii) Other imported raw
materials (C + ) -

b) Value of spares at
2 5. of machinery wvalue o
c) Amortization cost

liachinery imported, 10 “:
Royalties -

falarics of Dreizn technicians -

Profit rcmittance on forei-m emuity -

Interest on foreign loans ] 19,585

Total I'oreign ‘lxchanme Cost

4. Domestic Currency Cost of
production of optimum
attainable caopacity:

a) Raw Haterial, Labour, etc,

(i) Other indipcnous raw materials
not accounted for in 3 a) (ii) above 51.000

(ii) Yages + Salaries (including
salaries of peneral administration
but excluding salss department
salaries and other distribution

y coats) 174.000
(iii) Powor, Muel, Tlectricity, etc. 43.000
(iv) Repairs + laintenance
buildinge, plant, machinery) 60,000
] 7
(v) Nent, Inaurance, Taxes
(factory + office buildinge only) 31,000

ANWFX XTI

307.840 1bs

€.U. 3.77 per 1lb, C.U, 3,045.557

C.U. 1,707.845




(vi) Other rfactory and lAdministrati-n
Overheads (cxcludin: depraciation)  103.000

(v:*) Differential Iaterest ir foreign
currency leans at 2 -7 7.525

b) Depreciation of Fixed Asscts
Tinanced from loccal resources:

(i) Practory buildings at 5 %5 13.000

(ii) Plant - machinory at 10 ¢ 13.900
(iii) Purniture + firtures at € < -

(iv) Other assets at 10 -

Total domestic Currency Cost
(4a) and 4 b} only)

C.U. 501.425

DATINIC OF TIDUSTRY

(Domestic currency unit cost per foreism exchanse unit earned.)

»ORIULJL

= i Total Domeatic Currency Cos

+
t
Total 7.0.3. Price attainable - Total Toreiszn Txchanze Coct

= _Total Domestic Currency Cast

et Joreism cxchange earned

c.U. 501.425
c.Y, 3,045-557 - 1;707-845

= e Dol 5025
C.U. 1,337.702 : exchange rate of foreign currency unit

= carnins ratio of domestic currency units to one
forei;n currency unit.

The lower the ratio, tic emaller tlic domestic currency )
costs to carn foreisn exchange. Important when drawing
comparisons from several projects or :fien Government )

has imposcd an upper limit of the ratio. )

P B e T e B an
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