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. GENERAL INFORMATION

1.1 Name of the Project

A feasibility study of the "Multi Textile Limited”

1.2 Name of the Company

"Islamabad Textile Mills Lid"

1.3 Location of the Mill

The proposed site of the projec. falls by the side of Feni-Chowmuhani, 18 km
from Feni and 130 km from Chittagong.

The site is aslo connected with Dhaka the capital city and Naravangonj where
majority of the RMG industry is concentrated.

1.4 Scope of the Project

To substitute partly the import of different types of varns into the country and
to create appropriate production facilities for quality varns for supplving the
local and foreign market.

L5 Information on the Project Promoter

The company wiii be constituted with the local and foreign sponsoring
Directors/Promoters. The overall management during implemeniation and on
completion of the project will be vested with the Board of Directors 10 be
constituted by the representations of both local and foreign Sponsoring
Directors.

LT Head Oftfice of the Compan

Batali Hills, P.O. Box. 223
Chittaconye 2000
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e anht senvist 1S

Procos s 2ol

LR

.:JJ-’

~ \'ljh

i 5'-'.":

s

O NITR

1d

TN varey cag.




1.3.2 Capital

The company’s capital will be approximately = S 7728 040

1.3.3 Distnibution of Shares

- Local Sponsors 128.6 %¢
- Islamic Development Bank or other Financial Institution 1142 6%
- Prospective Partner / Iran :28.6 %

- Prospective Partner / Pakistan :28.6 ¢

1.6 Project Implementation Schedule

The project implementation schedule was envisaged as follows

Negotiation with Financial Institutions s Mav 1991
Building Constructions and Other Works : December 1991
Machine Delivery - January 1992
Erection Accomplished : March 1992
Trnal Production :June 1992
Production at Full Capacity :Julv 1992

1.7 Fixed Investment of the Project

Toal fixed investment of the projectis  :$ 2173047024

1.8 Working Capital Requirement

Total working capital requirement is S 172737314

1.9 Total Investment of the Project

ser18r 1sfandui

Towl investment of the projectin — : § 220777930
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1.10 Production Programme

The mill production programme can be outlined as follows -

Production Proeramse

I~

Count Mix/Blend Yuarn Production on Cones
{Ne) of Fibres (ke/h) (ke/dav) (ton/vr)
SO Combed CO 13 164.2 493
60 " " 10.4 234.0 70.2
60 Polyester 14.1 3172 95.2
45 PES & Comb.CO 35.0 12375 371.2
40 Poivester 259 3827 174.8
40 Carded CO 71.6 1'611.0 483.3
30 Polvester 399 897.7 269.3
28 Carded CO 15.0 967.5 290.2
Toual 267.2 60118 1'803.35

1.11 Sales Revenues

Annual sales revenues of the mill amounts up 10 a figure of S 9°129°753.
1.11.1 Main Products : S 879857388

1.11.2 Bv-Products 0SS 1447550

1.12 Project Financiny

- Loan 2SS H9R0°000
- Equity :S 7727939

115 Economic Viabilitv of the Project

The economic viability of the project is 13 vears
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2.1 Couniry Protile

The People’s Republic of Bangladesh hes in southern Asia. surrounded by India
on the west. north and east and by Bunima on the south esstern tip - its southern
cowthne faces the Bay of Bengal.

Buangtadesh has a land area of 143.999 km~ and, with a population officially
estimated at about 110 mn. It is among the world’s most densely populated
countries with a density of 740 people per km™.

Bangladesh is the Secord Largest Muslim State. More than 85 % of the people
are Muslims, Islam beirg the state religion. and there are small minorities of
Hindus. Buddhists and Christians.

‘The land 1s mostly tlat. although there are hills in the north east and south east.
It is dominated by the rivers Ganges and Brahmaputra, knowa locally as the
Padma and Jamuna, and much of the land is intersected by the numerous
warerwans of the massive Ganges-Brahmaputra delia. the annual flooding of
which provides rich alluvial soils. The climate is monsoon tvpe with average
ramtall exceeding 2,540 mm and mainly falling between July and October.

The principal urban centre is Dhaka, the capital, with a 1987 population of

+.77 mn. followed by Chittagong, with a population of 1.84 mn. Bengali is the
official language. but English is widely employed in government. commerce and
industry.

The unit of currency issued since March 1972 is the taka. which is divided into
100 paisa. As of October 7. 1990, the exchange rate against the dollar wis
Tk 3382 = S1L

In terms of average income, in 1987, according 1o estimates bv the Worid Bank.
the ¢ross national product (GNP), measured at average 1983-87 prices. was

LS 5 17.408 m.. equivalent to about S 160 per head.

Agriculture. which employs about 60) ¢ ot the working population.
contributed zbout 40 ¢¢ of GDP in 1986/87 and 1987:88. The land is feriile.

Jute and tea are the main cash crops. Bangladesh supplies about 90 ¢ o1 wasld
exports of raw jute. In 1986 the jute industry emploved ahout 230,000 workers.

Pho Government planned 1o increase the area under comon v o
G e fosi e 129000 hia by poon,

P o cn s o oy ahont 1 of GDP o oso
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e Ready Made Garments (RMG) indintuy expanded iapidly duiie the 19808 and
extzblished iself as an important source of export carnings, Mot ob this ecyvpansion
wins achieved through private inttiative, wad in T98S 8o nearly o0 new companies
(providimg T30 new jobs) were tormed. Duaring 1983 83 the RN LG
[ndustiy exported goods worth US S 100 m, @ three-told evpunsion oner 1o
fuso the US Government fixed Bangladesh's annuad goots of RALGuens e

to the USA at 4.2m. dozen pieces for at least the next two veurs. In [US7 8N
R.M.Garments overtook jute as Bangladesh's most important source of foreien
exchange. with exports of garments valued at US S 435 mL. compared with jute
exports of $ 339. The value of garment exports in 1988/89 was expected to increase
bv 20 %, 10 $ 525 m.

However, the net retention will be only 30 ¢¢ i.e. S 160 million approx. as 93 < of
the fabric used is imported. Therefore. the growth of the Textile Sector is of
parzmount importance to add value to the Garment Exports as neiiv 600 nuition
metres of fabric is imported by the Garment Scctor tor re-export. s enviseyed
that the import figure will increa > to 900 million metres by 1993 Tehertore. vnder
the New Textile Policy - it is Goverment desire that there should be srowth of the
Textile Sector with modern Mills producing international qualin tabiics 1o teed the
crowing Garment Sector.

In the industrial sector. the plan envisaged a 16 €7 rise in cuput of juic wetiles o
630.0C0 tons and a 58 % rise for cotton cloth to 1.215 mn m™.

Selected major targets of third five vear plan

Actual Foarve:
[OS84,83 TOSH N7 IR RVIE)
Agriculture
Jute (mn bales) 1.0 2R n.l)
Industry ‘
Jute textiles (000 tons) 312 N ()
Cotton textiles
varn (mn kg) 48.2 <00 RN
cloth (mn m~) 771 S86 R
Population erowth rate (40) 24 AR o
DLURN RO et
COONTSE et
Coorces s Phnne Comniesion, P b Yoo




Unemplovment and underemplovment (in both the towns and rural areas) are very
hich. A large proportion of the work force is engaged in subsistence agriculure and
remains largely eutside the money economy. The Bangladesh Economic Survey
indicates that about 85 % of the population depend. directly or indirectly, on
agriculture for their livelihood.

Agricultural crop production
('000 tons)

1981/82 1982/83 1983/84 1984/85 1985/56 1986/37 1987/88

Fibres
Jute $30 8§72 931 913 15372 1.226 846
Cotton 10 10 N O 3 7 7

Source : Bangladesh Bureau of Statistics. Monthly Statistical Bulletin of
Bangladesh.

Bangladesh’s manufacturing sector remains small and narrowly based. Much of it
depends on the processing of domestically produced agricultural raw materials.
Despite this, there has been a slow move towards broadening the industrial base and
a number of non-traditional industries such as garment manufacture have emerged
over the past decade, albeit with varving degrees of success.

Indices of Industrial production by sector
(1973/74 = 100)

1983/84  1984/85  1985/86  1986/87  1987/88  1988/89°

Textiles 111 111 100 116 113 110
cotton 114 117 110 120 122 112
jute 109 105 91 119 106 100

4 Provisional 1o April 1989,

Source : Bangladesh Bureau of Statistics. Monthly Statistical Bulletin of
Bangladesh.

The mostimportant industrial activity is the processing of jute into a variets of jute
manufactures, The industry is the Targest industrial cmplover sad exports of jute

roods accounted for 28 77 0f export carnings i JURT S5,




Gross value of industrial producton by sector
(Tk mn)
1979;80° 1986:81  T981/82  T982/83 198384 1984/85

Textiles 1739 11744 12502 15068 16930 18.801
Total 33338 40843 47030 30617 54308 58916
¢ of Total 353 248 262 300 312 319

Source : Bangladesh Bureau of Statistics, Statistical Yearbook of Bangladesh.

Within the textiles sector alsn falls the cotton spinning and fabric production
industry. Much of this sector was also publicly owned until 1982/83. being operated
by the Bangladesh Texule Mills Corporation (BTMC). but 22 of BTMC's 52 mills

were divested in 1982/83. With domestic cotton production suill imited despite
ambitious plans, the industry relies heavily on imported raw materials.

Some synthetic fabrics are produced. but the bulk of output is of cotton products. In
recent there has been a proliferation of garment manufacturing enterprises (tvpically
small) over the last five vears and output has risen dramaticallv. Clothing, a
nontraditional export. has emerged as the most important export item, overtaking
jute in 1987/88. with 36 €¢ of exports to jute manufactures™ 23 %. Bangladesh has
been particularly successtul in ~upplving cotton shirts 10 Furope and the USA and
there are already protectionist measures in place in severai importing countries to
restict the level of Bangladesh exports. The initial imposition of quotas by the

USA - which accounts for 75 ¢¢ of the market for Bangladesh clothing exports -

in February 1986 was extended i vear fater 1o more garment categories. In 1988
utibsation of quotas improved und there were increases in some US quota
allocations for Bangladesh. Nonetheless, growing protectionist sentiment towards
garments irom developing countries suggests that the industry cannot continue 1o
expand as rapidly ax it recently has, and there are alreadyv signs that surplus
productive capacity exists. The main thrust will be to add value 1o existing garment
exports by using locally produced tabrices.

Productuon of selected items
(000 tons unless otherwise indicated)

JUNT NG JON3 N2 JURd NS [UNSNO 198687 1987/88
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Major exports, 198788

(Tk mn) Cc of
1987/88 total

B ( i‘::rmczu,\ 14.839 30.1
Jute manufactures 9,311 2206

Raw jute 2,485 6.0
Total of textiles 26’635 64.7

Total exports 41,161 100.0

Source :  Bangladesh Bureau of Statistics, Monthly Statistical Bulletin of
Bangladesh

The main export commadities of the country are textile articles.
The USA provides the main market for exports. The UK, Pakistan, Italy and Japan

are also important buyers. The EC has become the principal source of imports,
followed by Japan. the USA, Singapore and South Korea, which are also significant.
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2.2 Demand

dr b S

Yarn and fabric demand of the country is estimated by considering the
domestic consumption and RMG exports, as follows :

2.2.1 Spinnming Capacity

! The installed spinning capacity in Bangladesh is approximately 13847664
spindles. While a capacity of 683’588 spindles belongs to private
entrepreneurs, 701°076 spindles managed by the Bangladesh Textile Mills  ~
Corporation (BTMC) belongs to the State Economic

Enterprises.

35 private textile mills having an installed capacity of 6837388 spindles
were able 1o operate at 82 % of the existing capacity and have been
producing 64°333°593 Ibs of varn at an average count of Ne 32 during
financial vear 1988/89.

he

-—

On the other hand Bangladesh Textile Mills Corporation (BTMC) has
been operating at only 71.2 % of its installed 701°076 spindle capacity in
the 37 textile mills in the same vear.

An additional 86°016 spindle capacity is under construction and wiu be in
operation soon.

The output of the each spindle unit during the financial vear 1988:89 was
approximately 32 kg/spindle-vear (114.91 Ibs/spindle-year) at an average
count of Ne 32.

The country will reach 10 a capacity of 1'470°680 spindles with the present
installed capacity of 17384664 spindles and additional spindlage of S6°016
under erection.

All the spindles under operation and erection in Bangladesh is capuble of
producing 76'475'360 kg varn annuallv at a count of Ne 32.

Since the population of Bangladesh is expected 1o reach s figure of

120 mn by the vear of 1990 (end of the third five veas plan). the annual
demand of cloth is estimated to be 132000007000 m (or 1330000601 vids )
by assuming 11T m (12 vds) cloth consumption per capita.

The demand of varn for weaning of 17320 mnsimctie tabric is
approsizateh VINSO0T0 ke by asaming 1o have snoaveiioe o

wortht ol U0 S vds o fibrie per ponmd of vars of Ne 0

Froobelince virn prodicion sequiteno s Shas conos o s T

e Phene oves nn addin and LU ey 1
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Keeping in view the further growth of demand. the government kept
prevision of 750°000 spindles in the third five vear plan,out of which
only 2057000 spindles has actually been implemented till the present

ume.

In most of the countries of the mordern world per-capita use of cloth is
considered as the yard stick for measurir 3 the levei of standard of

living.

The cloth consumption per-capita in any country do not depend on
only the single factor of climate, rather several factors spell up the
cumulative resultant factor that dictates the ultimate per-capita cloth

consumption of the community concerned.

It is a fact that requirement of cloth basically depends on two faciors :

- increase of population
- standard of living

Considering these two basic facts the goverment have wken the task of
providing 11 metres cloth per-capita at the terminal of the current Five

Year Plan.

Bangladesh at present obtains its cloth requirement hoth by domestic

production and import of cloth based upon local virn or imported varn in

the following manner :

2.2.2.1 Domestic Production

Cloth with Local Yarn

- BTMC Mills

- Private sector mills

- Other sources (cotton)

- Other sources (svnthetics)
Total 1

Cloth with Imported Yarn
- Cotton fabrics

- Svnthetic fubrics

Total 11 )

2222 hportot Cloth
-Cotton abries
- Svithetio b
SScecond o Cieo

Toral 111

Potal cororconvanntion o, et ]
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Itis clear from here that about 27.3 ¢ of the local production of cloth is dependent
on import of varn. further about 23.5 ¢ of the total cloih requirement is met by
imported cloth which include second hand cloth o the extent of 17.1 €% of the 1otal
consumption of cloth in Bangladesh. Thus for 32,7 < of the cloth requirement is
stll dependent on import either in form of varn or cloth or second hand cloth.
These facts reveals the need for installation of more capacities n the field of textile
production.

NauonwiGe average cloth consumption per-capita is currently renning at about 8.84
metres.

Information sources indicated that there are only 19°746 power looms in Bangladesh
either in working or under implementation stage.

The number of looms sponsored / sanctioned by several agencies and authorities are
shown in the following statement ;

Name of sanctioning agencies Number of Power Looms
- Bangladesh Shilpa Rin Sangtha 1026
- Bangladesh Shilpa Bank Sot)
- Department of Textile 2452
- Janata Bank 1076
- Agrani Bank 1243
- Sonali Bank 3180
- Depariment of Industries 220
- Islamic Bank 100
- Bangladesh Krishi Bank 883
- BTMC 111
- Disinvested looms (Private sector) 337
- Other private sector looms 197+
Total 197740

Assuming 65 % efficiency the total availibility of cloth should be around 6007000000
metre. As against these the total requirement of cloth on the basis of 11 metre per
head for a total 120 mn people by the terminal of the present plan period turn over
to 13200000°000 metre. To meet the afforesaid demand gap it we assume that 30 ¢
of the requirement be made on power looms and 30 7 on head looms the
requirement of enhacement of looms <hall ¢!l for in the folliawine manner.

- a normal power looms can produce 20 metie of cloth per ~* U i works tor 2

shitts aday tor 300 davsinaovear, shell he prodacine 122000 e or cdoth pervens

FRas to prodace 6007 0mmmn petres 3 Do R0 e e st ey

o e been necdeo tontntEaST000 v 0 e s




- a normal handloom cun produece 10 metre of cloth per day. It usually works for
single shift and 230 days per vear.

Thus to produce 660° 00K metres (30 € of TI20H0000 metre) it is required 1o
establish TT00O units of handloom,

Whiie summing up all the tacts and figures it may be mentioned at the very out set
that stauistics of different authorities although give different readings as to the actual
national requirement and vis-a-vis the actual production of cloth but none of the

reports could claim the courage of refusing the acute shortage and crving demand of
cloth.

As such, for gener:" 2d calailation it may be hold good that :

- populaton ot Bangladesh at the terminal of the current Five Year Plan would
be 120 nullion.

- cloth requirement is expected to be (120 x 11) : 17320 million metres per vear
- present production capacity 600 million metres per vear

- calculated shortage at the terminal of the current Five Year Plan is
(1’320 - 600) = 720 million metres per vear

- 1 30 9 is kept resenved for production on hand looms.
- balance remains for power looms 30t million metres.
- add 620 million metre fubric required for Ready Made Garments industry

- total cloth production demand gap comes to 980 million metres.

<

These figures indicate that country can absorb further investment on spinning and
weaving capacities.

I is the only Industrial Sector which hes o huge domestic demand. as indicated
above. plus an existing indirect export potential of 620 million metres of fabric to
the Garment Industrs which is extimated 1o grow 1o 900 million metres by 1993,

Theretore be Boapoldean e R T . je
Pherefore, the Bunghudesh Teaiie Seoor offers oumquie insestiment apportuniiy to
the Tocal entreprenca: cind the potenttoreign Iivestor, B short 2 can become the
creine of mdasiinlisenon snd ashe cotennel o nndor the Boaclndesh

oeome
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The statstes of import and export figures availuble for the 3 vears from 1984 1o

1987 reveads that. the country is becoming a significant textile exporter.

Netexport figures chenge favourably trom S FHEPSLL net export to
S 270167739 net value. (export after deduction of import)

Import CIF by Commadities in Value

(000 5)
SITC Commodity 1984 1985 1986 1987
20 Textle fibres and waste 17460 927089 57143 61455
263 Cotton 97266 76’119 427699 437628
2051 Raw cotten.excl Llinters 97229 76095 42683  43°628
2606 Svnthetic fibres 10 spin 15394 4°886 3842 7807
2003 Discn synth fibre uncmbd 10°874 4°288 3'688 6°822
26639 Other 10°841 47262 2093 2°039
264 Waste of texule fabrics 7915 10940 10178 9122
20901 Bulk text wste, old clthg 7915 10940 10178 9122
03 Textile varn. fabrics. etc. 127513 142543 128200 256’098
031 Textile varn 38102 77334 67912 81198
6313 Cotton varn 25657 29’315 22'988 29°466
03134 S0 km per kg or more 17437 19979 20254 26310
0314 Svn fib vro. bulk. monofil 21697 24800 38069 35310
03134 Texird. cont polvester 100408 S140 257924 19°335
03149 Svath fibre monofil etc 8847 12°393 7098 11004
0317 Regen fibre varn. monofil 11967  21'799  6'160 157503
032 Cotton fabrics.woven 17609 14917 14’425 59443
06322 Waoven cotton nleachd. etc 17465 14901 14093 597209
03224 Biched cotton fabric nes 17°465 14901 14095 590497
033 Wovn man-made fib tabric 457996 41979 41342 91306
0331 Cont synt weaves nonpile 859 1'119 7228 27°590
03510 Cont syn blend fabre nes 225 - 6’309 200112
n334 Disc svn blend fabre nes 347951 23349 27607 67474
NRRS Disc svn fib-cotton fabre 24867 227722 257301 62779
niigy Oth dise syn blend fubre 10°069 2799 27207 4333
n3n Minamade piie e tubhre O7TA F37208 ARUAR nH82
ANENE SvinDbre pale i g wwi2 I37123 AR (I
s Keored, cie tibies X <1y N3 137027
R () Pt et oy in S0= N3 R TRN
H R e P b AR P
[ . YA 65377 [




Export FOB by Commaodities in Value
(GO S)
NI Commaodity J9aNg | AR 10986 1987
2 Texule fibres and waste TAN903 1237t} Y7117 23019
203 Jute. Oth tex bast fibres 137938 122822 96732 Y833
) Testile yarn, fabrics, eic 431063 366'677 266°385 302229
651 Textile varn 34531 27100 25°578 35°387
Hi1 Texule fibre varnnes 3¥458 27100 25’578 337248
63]UN Yarn of fibres of 2640 34133 27097 25’578 33248
633 Oth winen textile fabric 207319 165°667 117333 157672
IR N Weaves of Libres of 2630 207367 165062 117330 137672
63T Special tal fabre. prods 2225 303 X377 338y
T3 Cordage and manulactures 2 3051 2377 IR AN
AN Texnle articles nes RG22 16Y°87) 119993 126'616
63N] Bues, sacks of teniles IN3751 1697666 117973 1257396
< Mise manufactured goods 012 169275 238143 232
N3 Clathing - ad accessories 76672 167328 235934 316’10
N42 Mcens outerwear not knit 13206 2380 36916 110937
23 Trousers. breeches eic 1330 5023 T613 187133
Nyl Of cotion a2 2401 5051 14219
~323; Of man-made fibres 178 443 Ry ] 3837
N2 Lackets, Blazers ete. T80 8§28 b 15647
N3232 Of cotton 1383 17892 1243 1393
N334 Of other fibres 4327 5030 3124 Tun)
RS A Other outer garments 384 11’868 2504 77923
N3293 Of cotton 3973 8167 7738 147501
N4l Of other fibres 1’322 3186 14318 62314
N33 Woniens outerwear nonknit 12290 32°250 63804 101223
S5 Coats and jackers $97 2478 2281 5604
N334 Shrts 16 27268 1’738 6’372
AREE N Of cotion - - 657 4754
~das Blouses 8372 200728 23723 25121
AR Of cotton 27213 10833 Y33 11839
SRR O wther ibres 4212 N7I8 114977 127339
Other owhor Larments ¥i)3 6’337 RT3 YN
Colceiten TR A ) Nt e
UL PRI SRS A 411 2T R
Taedor Goarooeonot bt 32077 [[EANNAR AR B 170
! K IR JIERNIRY| Firose [
L [ BEAR AR Pera?
£ A RTINS N
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S Of other fibres 23 W375 12°928
843 Outerwear knit nonclaste N3 3 6640 237452
3451 Jerseys, publovers cic. 333 O 024 13'547
{4314 Of regenerth fibres 827 RTINS 37707
S4319 Of other fibres 17 2283 3912
3459 Other, clthg accesrys 3258 - 305 8309
84392 Of couton 3549 - 13 17281
84399 Of other fibres 167 - 320 6’3470
846 Under garments knitted K1) - 1'192 7032
Total 1972154 2 21748 3165335

Source : The Europa World Year Book 1989
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3.1 Project Description

The mill will be located at Dagonbhuivan of Feni District. The Proposed site of
the project falls by the side of Feni-Chownahani sl weuther metalled road
which is onl- 18 km from Feri and about 130 km from Chittagony the port city.
The site is also well connected with Dhaka the capital city and Narayangon
where majority of the export oriented RMG industry is connectrated. The
project site also enjoys other utility facilities such as gas, electricity, skilled
labour etc.

The domestic market of Bangladesh is very deficient in quality fabrics which
are generally required for exportable clothing apparels. "The International
Standard Quality Fabrics” which are now consumed by export oriented RMG
industry of the country is being met out of imports under back 10 back letter of
credit. The export earnings from RMG during the Lt decade shows a bright
prospect for export of garments from Bangladesh. So. to minimise the import of
different types of fabrics into the country and to create appropriate production
facilities for quality fabrics for supply 10 the export-oriented RMG industry and
also for direct export of fabrics, setting up of 4 necessary number of Composite
Textile units having modern spinning, weaving. dyveing and finishing facilities is
being felt highly essential without further loss of time. The proposed project

has been planned 1o be set up with the objective to produce the export quality
woven fabrics.

The project envisages establishment of an integrated textile unit comprising of :

- 25°000 spindled ring spinning unit for manutecturing medium and high counts
of cotton and Poly-cotton blended varns from Ne 28 1o Ne 8().

- Complete Weaving unit of 100 Rapier Looms and 130 Air-Jet Looms with
required preparatory machines. shedding motion devices. air compressors etc.

- Complete Cloth Processing facilities having Bleaching. Seouring. Dveing,
Printing and Finiching together with Yarn Dicing. Computerised Colour
Kitchen erc.

- Auniliary departments such as boiler house. sir-conditioning. carpressed-uir,
transformer etc. for the above departments.
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3.2 Production Proeramme

Table No - 3.2/1-9

Manutaciuring programime of the spinning unit consists of 100 <5 cotton carded
and combed yarn, blend of cotton and man-made fibres znd 100 72 man-made
spun yarn ranging from Ne 80 to Ne 28. The part of manufactured varn is to be
consumed by the weaving department within the same mill. the remaining yarn
will be put on sale.

However at the phase ! stage all the yarn 10 be manufactured will be sold outside
since weaving department will be installed in the phase I1.

Yarn manufacturing programme has been designated 1o process 2 different tvpes
of fibres and to produce 6 different coums of varns.

Production Programme

Coumnt Mix/Blend Yurn Production on Cones
(Ne) of Fibres (ke/h) (ke/dav) (tonjvr)
30 Combed CO 7.3 164.2 493
60 " 104 2340 70.2
60 Polvester 14.1 317.2 95.2
45 PES & Comb.CO 535.0 12375 3712
40 Polvester 259 3827 174.8
40 Carded CO 71.6 1°611.0 483.3
50) Polvester 39.9 8977 269.3
28 Carded CO 43.0 967.3 2902
- Totl 267.2 61118 1'803.5

Fhe blend ratio of polyester and combed cotton fibres is cypected to be 67 ¢
and 33 €¢ respectively.
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Muanufactured varn for ~onsumption of weaving department as well as varn sales

programme is given belew.

Yarn Consumption and Sales Procramme

(after phase )

Count MiyBlend Production Yarn Requirement For
(Ne) of Fibres Weav.Dept. Sale
S0 Combed CO 493 - 49.3
60 ! " 70.2 - 70.2
60 Polyester 95.2 - 95.2
45 PES & Comb.CO 371.2 3456 25.6
40 Polyester 174.8 - 174.8
40 Carded CO 4833 483.3 -
30 Polvester 269.3 - 269.3
28 Carded CO 290.2 - 290.2
- Total 1'803.5 828.9 974.6

Spinning plans of single varns which include operating parameters such us speed,
efficiency. draft. twist etc. are given for each count separately on table no - 3.1/1-8.

The folding and wisting plans of polvester and cotton sewing threads are shown

on table no ; 3.2/9.
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Z 3.3 Working Time
3
- The production programme is based on :
- 7.5 hours per shift
- 3 shifts a day
- 300 working days a year
- 3 totalling 6’750 hours a year.
2 Working Time of Personnel
i
Shifis
Working Davs Staff Daily 1. 2 3 4.
Monday 1o  Stan $.00 S.00 08.00 1600 2400 -
Friday Finish 18.00 16.00 16.00 2400 0S.00 -
Saturday Start - 08.00 08.00 16.00 2400 -
Finish - 16.00 16.00 2440 0S.00 -
Meal and Start 12.00 11.00 12.00 20.00 05.00 -
Rest Period  Finish 13.00 1130 1230 20.30 03.30 -
Working Hours/'Week 5 45 45 45 13 -
Working Weeks/Year 30 30 30 30 30
Working HoursYear 2250 27250 2250 27250 2N
Working Time of Departments
No. of Working Annuul Annual
- Code Units Shifis Hours Working Waorking
3 .
2 No per Week Week Hours
]
i ‘: N Blowroom 3 133 S 6y
b 0 Carding 3 133 NE 0
. . (3 Combing R 133 o 0oy
0 Diawine 3 135 o
t Ruovine 3 Ve
v R Span 3 IR 2
' Cone Wandie 3 B 0"
0l P i 3 RS
e
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3.4 Manufacturing Processes

Chart No : 3.4/1-8

The manufacturing of varas from cotton and man-made staple fibres mvolve 1
number of processing stages where the ultimate varn is produced n the
spinning frame.The detail of manufacturing process has been described as
follows:

The flow of materials during manufacturing stages with hourly production and
with waste percentages of each process is shown on chart 1o : 33/1-8

3.4.1 Onening and Cleaning Line (Blow Room:)

Cotton from its constituent bales are blended and mixed at the automatic
bale opener and processed through a series of opening and cleaning
machines installed in the "Blow Room". These machines can be used in
various arrangements which will provide different levels of cleaning. The
cleaning line also includes a metal extractor and a central dust filter unit.
The cleaning line removes dirts. foreign impurities and opens the wfts of
the fibres and thus provide excellent cleaning and fibre preparation for
varn production. Ultimately this opened and cleaned cotton is fed into
cards through chute-{eed system.

st s b i o e w N N bt - ¢

)

Depending on different grades of raw cotton, their trash content and
degree of cleaning desired. 3 to 6 beating points will be used. while the
man-made staple fibre will be processed in the "Blow Room™ using only
2 beating points.

3.4.2 Carding

The objectives of carding are to individualise the fibres, remove dirts, neps
and sort fibres and 1o form uniform sliver. The wft of fibres from blow
room through chute-feed is fed to the card through feed rollers and
dish-plate where the fringe of fibres are taken away by the taker-in
mounted with metallic wires. After a further cleaning and opening at
taker-in region the fibres are transferred to the cylinder region where the
main carding action takes place in between cylinder and flats. Fibres are
then transferred to doffer by the stripping action and produce a thin web.
The web is then formed into shive: of certain fived weight per unit length
and cotled into sliver cans to be tansderred to the nest process.

3.4 53 Drawine

Fie shivers b enns cie then i o e reed emd of the draw frames At dros
smes b doanhine anddenn st anon of abres take places The
crd produes s reeninn s eb e senin cotied mto sliver cans., T
Srocessin corded votionve e T res e ceguired adine
For combed colton s one nie b i and ofe more passiee
atter combane s pecittied nndrn e For the pmu'&sin;!
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cotton-polyester blended yarn. the cotton portion is also processed in the
same process as combed cotton yarn upto combing machine, while the
polyester firbre require one pre-draw passage. There after these two
materials are blended in the draw frame proportionately (according to the
blending ratio desired). These blended sliver are then undergone another
two passage at draw frame heads in order to produce uniform sliver for
ulumate mixing of the blends.

3.4.4 Combing

Combing is a special process were the short fibres are removed for
producing finer yarn of Ne 40 and above. The short fibres extructed is
called noil which is eventually collected into a roll. The noil percentage
varies from 10 % to 25 % depends on the fineness of the varn 10 be sI)un
and its end use. Before combing a number of drawn sliver sav 32 slivers are
fed at the creei of lap former 10 form a lap weighing 60 to0 75 ¢/m which is
ultimately fed to the combing machine. After combing the sliver containing
more or less uniform and longer fibres are coiled into the cans for using in
the post comber drawing.

3.4.5 Speed Frame

The shvers processed at draw frames are then fed to speed (flv) frame,
where drafting takes place together with application of some amount of
wwist to reduce the bulk. The end product roving is then would be on the
bobbins in package form.

3.4.6 Ring Spinning

The packaged roving bobbins are fed 1o ring spinning frames, where
considerable drafting take place together with application of twist. The end
product varn is then wonnd on ring cops (bobbins). It is a conventional
spinning system in which twistis incerted in a varn by using a revolving
traveller. The varn is wound-on since the rotational speed of the packz;ge Is
ereater than that of the trineller.

3.4.7 Cone Winding
[he Varn on nng cops (bobbinsy i ted 1o \1,in(“ng machine, where varns
are wound onto furrer packice (0 s ar cheese formy st hich speed upto
RN i O NI N et e N
200 m o men. Enperiechions e and s b e o remoned at the
wanding pecline nomeie srnon wonnd o paciages Tor weaving
o Bt pres esses, ) -
Ry I ~




3.49 Reeliny

The packaged yarn (cones/cheese) from the winding machine in case of
single varn and the cops from the twisting machine (in case of folded yarn)
is fed to reeling machine to reel the varn into hank form.

3.4.10 Bundling

The reeled hanks from the reeling machine are pressed into bundles of
fixed weight.

3.4.11 Baling

The bundies are then arranged and pressed into bales of fixed weight at the
bhaling press and is prepared for marketing.
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Chart No: 3.4/2

CONBED YARN FLOK CHART
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3.5 Production Machinerv

Table No : 3.5/1-2

Basic technological principles of processing staple {ibre into varn iunve remained
the same over the cenwries. Howaver, major development in machine technology
have taken place over the last two decades. Noteworthy technological innovations
took place throgh introduction of automation to increase efficiency, improve

. quality, save on labour costs and through designing high speed machines to
increase productivity. Automation has thus been introduced in the blowroom in
automatic bale opening and blending, in removing dust and waste pneumatically
and in conveying raw materials (cotton and man made fibres) pneumatically.
Autochute feed svstem has replaced the lap feeding syster Auto doffing in
cards. draw frames and spinning frames, winding machines, auiocleaning and
auto-sphicing/knotting of broken varns have similarly been introduced.

-e
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. 3.3.1 Blowroom Machinerv

Blowroom machinerv consists of a set of opening and blending units.

3.3.1.1 Automatic Bale Openine

Uneven feeding of different raw material componenis to convention:l
bale openers affects the blend to a considerable degree. Yarn quality
inevitably suffers as a result, so that pocr use is made of the raw
maternial.

The automatic bale opening system eliminates the subjective ervors
associated with manual feeding.

Moreover the gentle, continuous removal of very smc!l tufis at
constant rate lays the foundation for top varn qualins and impeccabic
performance in all downstream processes. In particuizr. opening the
raw material into extremely small wfts by means ot the whirldisc
beater secures homogeneous blending. intensive vet ventle cleening.
and maximum dedusting - threrebv laving the foundation for ven
high varn evenness.
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This as the first umt of the blowroom hne. The muchine v cepable o
processing short staple fibres such as cotton and mes made i
to 60 staple length,
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< 3.5.1.2 Waste Opener

The machines which open and subsequently re-blend tibre waste. As
with virgin fibres, here also applies that discontinuous processing or
uncontrolled opening results in varving blend proportions and i
different opening degrees of the material fed. These shortcomings
show similar effects in the subsequent processing as varving fibre
fineness, and can negatively influence the regularity of the final
product.

n;"-. o H

The task is rendered more difficult for the waste openers as even
smallest material flows must be continuously controlled.

Regular. continuous production of the machine is in the range of 3-60
kg/h at a constant, fine opening of the material fed.

gt T Al

'3 Some of the reprocessed materials are :

- flat waste

- laps

- noils

- pre-opened roving
etc.

to oy

1.

E The working width of the machine is 750 mm.

3.3.1.3 Mixing Bale Opener

This machine has a function of serving as a bale opening and cleanirg
machine in the blowroom line with lower production targets and with
frequent changes of material mix.

The machine has a production capacity up to 400 kg'h cotton, man-

made fibres and blends can be processed at this machine at a working
width of 12000 mm

- installed power max : 7 kw

3

o - - - .

5 3.5.1.4 Blendine and Cleanine Machine

: Yarn strength, evenness and dveability are the most imporient

. parameters whether the varns are made froni natural or swnthetic

fibres.

AL the same fime s theie are tehter guaehin stendods e

production should be ranmore ceonomic: AN T e el
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Q
|




¥ The automatic bale opening machine Unifloc tkes off fibres from

b differer: stocks simultancously and evenly and maintains a blending
3 consistency over an extended period of time. The compact blending

3 and cleaning machine Unimix follows this machiae and carries out an

efficient and homogeneous blending process followed by gentle
opening and cleaning.

The machine processes cotton, man-made fibres and blends and has
a production capacity up to 600 kg/h.

If the cleaning and opening device is incorporated with the machine
the production rate is reduced and becomes up 10 400 kg/h.

Working width of the machine is 1"200 mm.

- capacity of the unit - active blending capacity 250 kg
- installed power max 172 kw
- compressed air requirement max 228 ms

3.5.1.5 Mono Cvlinder Cleaner

Owing 10 the increasing use of mechanica! picking and ginning
methods in the harvesting of cotton and in the seed separation, many
cotton grades now arrive with 2 considerably higher impurity content.
For this reason an intencitied cleaning action un the parts of the
blowroom machinery is of prime necessity. in combination with
extremely gentle handling of the fibres. This is all the more essential
since according to spinning practice a further reduction in the number
of operations in the blowing room is called for. The mono cvlinder
thoroughly cleans the tufts well opened by the Unifloc, mixing bale

2 opener or waste opener by accelerating and decelerating them several
' umes during their passage through the machine. at the same time
turning them over and passing them three times across an adjustable
¢rid. The raw material retains its natural $ibhre strength and elasticity
due 1o gentle handling at high cleaning efficiency. The impurities are
removed without being destroved which has 4 very favourable effect
on the subszquent operations in the mill.

The machine which has o proeduction rate up 1o 200 kg/h. is capable
of processing cotton fibies,

Cow Nt N astandul
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3.5.1.6 Universal Cleaning Machine

The controlled fibre feed in the input section and the nipping of the
raw materials in front of the opening and cleaning beater ensure
optimal and gentle opening and maximum cleaning efficiency.
Effective opening of the raw material in the blowroom 15 a
prerequisite for continuous good carding. By improving blowroom
efficiency, it not only ensures longer life of the card clothing, but also
enables of producing high quality card slivers.

The machine with a 1’000 mm working width is capable of processing
cotton and man-made fibres.

The production rate reaches max. to 300 kg/h.
- installed power max 1 7.6 kw

- convevance rate S05 ms

3.5.2 Carding Machinery

3.53.2.1 Card Feeding Svstem

The material supply is taken straight from the last blowroom
machine. The simple chute configuration and the air hangling system
allow all raw materials used in spinr ng to be processed, pure or

blended.
- materiul - cotton and man-made fibres up 10 600 mm
- material feed  battweight
. for couon - 600-800) ¢/m
for man-made 2 200-900 ¢/'m
- production
. per chute “up to SO kg h
per feeding machine Sup to 200 kg h

- instailed power 2535 kw
- compressed air .
aer card 003 mTh
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In view of the growing difficulties. carding is more than ever of crucial
IMpPOrtInee.

e Y

Good carding operation is the basis for a unique end-product varn.
The production rate varies in relation with tibre tvpe, quality
expectation. and consequenty delivery speed and sliver count.

The materials processed are cotton and man-made fibres with staple
length up 10 600 mm. The production rate is up to 700 kg/h and
sliver count range varies from 3.5 t0 6.5 ktex.

i o

P
(o Y1 \M"I‘

Feed system used is called Aerofeed-U and feed weight is between
500-1°200 g/m.

The machine is capable of applving draft ranging from 80 1o 300 and
has a working width of (0 mm.

o

Waste removel system could either be intermittent or central suction.
Sliver levelling apparatus is an integral part of the machine.

The machine has an automatic can changer mechanicm with the 600
mm can diameter. The height of the cans can be selected between
1'000-1300 mm.

- installed power max 212 kw,
- compressed air : 0.1 m”/h at 5 bar

3.5.3 Drew Frames

Cotton. man-made fibres and blends up to 80 mm fibre length are
processed.

Soine technological data can be summarised as below :
- feeding weight 20 1o 30 ktex (¢/h)

- delivery weight 2.5 10 7 Ktex (g¢/m)
- 410 8 ends-up

3 Sdratt 353w il

o T ) o

2 - detivery speed up to 600 m/man.

, - Grnttssstem 3-over-3 with pressure bar for fibre control
iy Crerrated dies T entraction satem

el

- coevs v ecsdand dehvery from 223 mon o) o 1000 men (407 dia
cornntie o changer (optionaly
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3.5.4 Combing Unit

3.5.4.1 Combing Preparatuon

An essential basis for optimum results in the combing process is a lap
of highest quality. Combing preparation performs the function of
aligning the fibres of the card slivers in parallel formation by doubling
and drawing, and forming them into a lap having a high standard of
evenness and zppropriate width and thickness.

System is designated both for processing long and medium staple
cotton producing a higher percentage noil, and for grades with
shorter staple and a lower percentage noil, in other words upgrading.

"Combing Preparation System” is based largely on a new
apportionment of drafting between the card and the combers.

Six 10 eight slivers are first doubled and drafted on the drawframe.
Then on the Unilap itself, 2 x 16 drafted sclivers are combined into a
homogeneous lap.

The technological data of the combine preparation machine "Unilap”
has been outlined below : '

- actual production sup 10 430 ke'h

- field of use - cotton of all origins 11/167-27

- cournt range ©3.3 - 3 Ktex

- feed - max. 160 ktex

- cans in feed <600 x 1200 mm 1000 x 1200 mm
- draft 11.2-224

- delivery batt weight - up to 80 ktex

Technical data is as follows :

- lap weight net Jup to 25 ke
- delivery lap width 300 mm
- delivery speed - 80 -120 m/min

Machine data is given below

UL extraction § Connecon 1o an el rnn! sinle i or Gy panaie
- instziled power mas T LG R -
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3.54.2 Comber

AT r 1G5 N

Due to the ever increasing quahity and economic demands made on
the end product, the varn, the quality of the combing process in cot-
ton spinning becomes even more important than in the past. Com-
bing, the traditional way of upgrading varns of top quality, has to per-
form four main tasks :

e we

; -
e
B J

extraction of short fibres in order 10 improve the staple diagram
extraction of the small impurities and neps left over from carding
fibre parallelisation

formation of an even combed sliver with the necessary cohesive
forces required for successful downstream processing

Technological data of the comber 1s given below :

7 - production rate 1 up to 60 kg/h
R - feed laps :
2 . lap weight : 60-75 (8U) ktex
E . max.diameter 2650 mm
2 . width : 300 (207) mm
' . weight cup to 23 ke
- noil exirection 1525 %
- nipping rate : up 1o 300 nips. min
- efficiency 1 90-94 %
: - combed silver : 1 per machine
3 - doublings per
3 combed silver : 8-fold
: - silver fineness
% at delivery 2 3-6 ktex
g - range of staple lenghts 1 1-2"
i - intalled power max. : 8.2 kw
3 - compressed air requirement: 1.9 Nm7/h at 6

‘
3 3.5.6 Roving Frame
3
$ Slivers delivered from draw frames are applied further draft and given
: 5 slight twist in order 1o be processed at the subsequent varn forming
;'i: operation on ring frames.
o 3
. E Some of the technological dute has been given as ol
. ~ - spindice per frame D00-120 varisble my sieples o F2 aindles,
- max, hfs AN mm 1)
g - peckage dimmeters Tos om0
Cmansspindle speed 00
o }

Srenee of ronane Banbs e Yy ey
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- delivery speed

. cotton : up 10 30 n/min
. man-made up to 40 m/min
- max. installed power 2 14.0 kw_
- compressed air requirement - 1.ONm™/h

3.5.7 Ring Spinning Machine ]

Roving is further drafted and given additional twist on ring spinning frames
for manufacturing single yarn. The new high draft concept permits the
spinnig of quality varns in the count range of 100-4.2 tex.

The ring spinning frames are integrated with the auto-doffing systems. The
automatic tube sorting installation which is integrated into the tube feeder

has made it possible 1o incorporate further steps for automation.

The ring spinning machines can also be prepared for connection with the
cone winders.

Some technological features of the frame is given below :

- material 1o be processed - cotton,man-made fibres blends up to 60mm
- varn counts - 100 - 4 tex

- range of twist 140 - 2°550 T/m

- draft : up 1o 60 (mechanically)

- spindle speed - up to 20°000 rpm (mechanically)

- number of spindles . 768

- spindle gauge 270775

- ring diameter - 40, 42. 45 48 mm

- tube length 200 - 250 mm

3.5.8 Cone Winding

Automatic cone winders which join varn ends together by "Splicer”
mechanism enables knotless yarn manufacturing. The varn packages at a
size of approximately 2 kg will available for the subsequent processes Le.
weaving or knitting.

Standard machine is incorporated with 20 winding heads and with indiridual
splicer for each head. -

Power consumption per 30 spinde machine is ronghiy 10,7 kw. Compressed
i requirement for Mach Splhicer s e
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3.6 Machinerv Allocation

The details of machinery allocation regarding yarn types and counts is given
below.

3.6.1 Cone Winder

Cone winders assumed to have 50 spindles per machine and each winding
head equipped with automatic "Splicer” apparatus.

The speed and efficiency of winders have been taken 1’100 m/min and
80 <% respectively for all types of yarns.

Allocation of cone winders have been made as follows :

Cone Winders

Count of varn Blend or Mix. Req.Yarn on Machine Allocation End-Use
(Ne) of Fibres Cones (kg'h) Unit No.of Mach.
30 Combed CO 13 188 04 Sale Yarn
o0 - - 104 200 04 T
60 Polvester 141 2.2 U3 Sewing-thread
45 PES&Comb.CO 350 4 10 Weav.dept.
40 Polyester 239 333 0.7 Sewing-thread
40 Carded Cotton 7.6 918 13 Weav.dept.
30 Polvester 399 384 08 Sewing-thread
28 Carded CO 430 386 08 ) )

Total 267.2 3473 740 .

(8.0) require

3.0.2 Ring Frames

Total 32 ring frames with 768 spindles each have been allocated according
to the following varn manufacturing programme :

1, - . :
3 of the 1otal spindle have been allocated for sewing thread

“1of e total spindle allocation has been made for varn to be used in
weaviiny department and varn for sale.
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Ring Frame Allocaliton

; Count Blend or Mix. Yarn Machine Allocation End-Use
of varn of Fibres Produced No.of Mach.  No. of Spindle
(Ne} (ke'h)
v S0 Combed cotton 74 2 1’336 Saie Yarn
60 - 10.5 2 1536 -
60 Polyester spun 143 3 2304 Sewing-thread
45 PES & Comb.CO 556 8 6144 Weav.dept.
40 Polyester spun 26.2 3 2304 Scewing-thread
40 Carc:z1 Cotton 723 8 614 Weav.depl.
_... 30 Polyester spun 3 3 23 Sewing-thread
i 28 Carded cotton 453 3 M B B
Total - 270.1 32 24570

3.6.3 Roving Frames

Six Roving frame with 96 spindles and one frame with 120 spindles will be
operating at 1’200 rpm at 80 % efficiency for manutacwuring following
roving production.

Roving
Roving Count Mix. or Blend Necessery
(Ne) of Fibres Unit Unit'Mach. Mach.
2,00 Combed CO .7 Y0 1
1.60 Polyester 178.7 M 2
1.30 Carded CO 238.4 30 3
1.30 PES&Comb.CO 947 120 1
Total - 611.5 - 7

S istanbul

3.6.4 Drawing Frames 1l

4 Set

Necessary number of machines has been caleulared on the basis o
following assumptions

Wy

Drane frame 1 passaye s incoiporeted with oo o 5o

asinvle dediveny ot
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Shver Count Max. or Blend Neceasery Remarks
(Ne) of Fibres Uniit Unat Muach, Mach.
0.18 Combed CO 030 1 1 autoloveller
0.16 Polvester 127 1 2 N
0.14 Carded CO 1.60 I 2 -
0.14 PES & Comb.CO 0.77 1 1 "
Total - 410 1 6

3.6.5 Drawing Frames |

First passage of draw frame has also single delivery unit with auto-can

changer mechanism.
Draw Frame |

Kl B

Sliver Count Mix. or Blend Necessery
(Ne) of Fibres Unit Un:: Mach, Mach
(Ixdelv) (2xdelv)

0.14 Combed CO) .41 1 1 -
0.14 Polvester LIN 2 1
0.14 Carded 1.601 2 1
0.15 PES & CO 1l 0.7 1 1 -
0.15 PES & CO | 057 1 1 -
0.13 Polyester 0.7 1 1 -
Total - RIS . 3 2

3.6.6 Combinge

Combing machine will be operating at 230 nisp/min at an average efficiency

of 90 €¢. The machine has a single delivery unit.

Combiny

Shver Count M o BlLood
(NG N NI LI L
Comds OO
[RIETN s ot
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34.7 Unilap

Unilap will be operating at a speed of 70 m/min with an efficiency of 70 %.
The machine has a single deliverv unit.

Unilap
Sirver Count Mix. or Blend Necessery
(g/m) of Fibres Unit Mach. .
60 Combed 1 0.14 1
60 PES & Comb.CO 017 -
Toual - 031 1

3.6.8 Cards

The Polvester fibre and two types of cotton are processed at an average
efficiency of 90 . Cards have one delivery unit each.

Cards
Shiver Count Mix. or Blend Sliver Delivery Necessery
(Ne) . of Fibres Speed (m,min) Unut Mach.
0.1 Comb.CO 100.0 . 2
0.15 Polvester 143.0 241 3
013 Carded CO 1300 382 4
0.13 PES of (PES&Comb) 133.0 1.9 2
0.15 Comb.CO of(PES&Comb.CO) 1530 093 1
Total o330 10.06 12

3.6.9 Blowroom
There will be one Unifloc and 2 different blowroom lines. While the first
line will be processing carding and combing quality cotton, the second line

will be used in processing pohester fibre.

Blowroom Line

Type of Blending Ciitioe Moo o Coimy FREML O ERMES

NMachune Oponaa (R HEE iy
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3.7 Implementation Scheduling

3.7.1 Feasibilitv Study

The feasibility study is expected 1o be submitted to financial Institutions
and prospeciive equity participants in March 1991,

3.7.2 Approval of Investment

It is extimated that the decision for equity participation and approval of
loans will be obtained by the June 1991.

3.7.3 Construction Works

The building constructions can be started in April or May 1991 and the
production building can be completed by the end of the same vear.

3.7.4 Selection of Machinery

Machinery and equipments can be chosen as soon as the finance is made

available. The equity participation and investment loans are expected to be
available by th= July 1991.

The machinery suppliers generally demand a certain smount of down-

piyment with the orders and then they start 10 manufacture ordered
machines.

3.7.3 Detivery of Machines

The manufacturing of machinery and equipments take about six months
from the date of the down-pavment.

Thercfore delivery in this case should be in January 1992.
396 Erection
The machinery and equipments will be erected as ey arrive to the mill

ste znd erection operation probably will take place between February and
March 1992,

Fie tl erection operation will he accomplished by the end of March 1992,

H .
AU BN

B e s oo niee the bectnni o Anci) 190> 1.0
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3.7.8 Full Capacitv Utilisation

The machine operators will be trained, fine tunings of the machines will be
accomplished and running-in period will be over by the end of the trial
pe-iod.

Therefore full capacity production can start by the begiuning of July 1992,

3.7.9 Capacity Utilisation

The capacity utilis2tion in the first year of the production is expected 10 be
around 62.5 %.
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4. INVESTMENT COST

INQUES: 1sivnas Yy L
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INVESTRENT £0ST
it 1§}
v IYPE Of EYPENDITULE LOCAL (UBBERCY  FO22tCy £ 10181
- 1. PROJECT EYPENSES ¢ .009 S, 600
2. LND ACQUISITION 219 noo ¢ 219,006
2.1 Land Owned 0
. 2.2 Land To Be Purchased 2!9,000 0
3. LAND DEVELOPHENT 82,000 9 82,000
4. CONSTRUCTIOR COSIS 1,547,506 i} 1,547,500
4.1 M2in Flznt Construction IER, 100 ¢
$.2 Zuxilrery Burldiras 100 660 a
4.3 Rarehousying 33,600 3
4.4 kdministrativa E2rlcings 154,000 2
4.S Sac1z) Burldings £0,000 ¢
4.6 Pecadentyz] fccomodztyon 283,009 ¢
4.7 Dther Construction Worws 97,600 0
S. TEENSPORTATION NETHORK 38,0068 3 38,009
5.1 Internz) Fosds 39,500 ¢
5.2 Cennecting Roads 1008 &
5.3 Qvay,Stztien 3 o
§. WAIN PLENT MECHINESY LMD EDUIRMERTS 065,532 13,22¢,372 17,792,304
&.1 Leca) Machanery end fzuimpents 199,743 ¢
€.2 Teport Machinery zad Pquipsents (FO2) 0 V3,725,172
€.3 Teport znd Cuctoms Expensec 7.8%),7% ]
6.4 Local Transport and Incvrznce 3,184 i
6.5 Overcees Freyaht znd Incurance Lp6 23¢ ¢
é.6 Erection 225,960 i
1. RECHINERY AND EQUIPKENTS FOC UTILITIES 118,63 1 118,430
1.1 Water g, 13z i
1.2 Electnieaty 81,18 ¢
1.3 Steas 10 0k 9
1.4 &1r Conrdrtionire ] ¢
1.5 Compressed far ¢ il
7.6 Others (Workshep & Efflvent Water) 18 745
8. TEENSEORTETICM 17,000 i} 71,000
9. SIAAT-UP EYPENSES 120 0600 { 120,000
30, PISCELLANEDUS ¢, 327 9 96,38}
11, CONTINGENCIES 11,201 8 ¢]1,803
12, IRTEREST AT INVESTMERT 2T4CE ] (XY 897,004
5 TOTEL FIYED JHVESTMERT 1¢ ¢73 132 21,404,424
Q
8 13, RQN!G CROTTAL 1,773,71¢
2 1I0) Paw Rateryz} “
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4.1 Fixed Investment

The investment cost constitutes of two parts :

- fixed inmvestment
- working capital

The fixed investment cost of the project will be appraised in this section
together with infrastructural works and production units.

Working capitai requirement for cperating the mill at full capacity utilisation
will be also calculated here.

4.1.1 Project Expenses

The project expenses of the iniended investment project will be
approximately S 3000 including spinning. weaving and processing units.

4.1.2 Technical Assistance. Know-How

There will be no need for any outside technical assistance or nnow-how.
Neither is there anv patent issue related to the technology involved in
this investment. Furthermore there will be no p2vments for royalties.
A.K.Khan and Co. Limited has the necessary expertise with their similar
textile mills 1o handle this operation with its qualified and skilled
management and work force.

However a truining programme should be provided by the machinery
suppliers for the machine maintenance group of the mill so that they will

be accustomed with the setting and tuning of the machines.

4.1.3 Land Acquisition :

Th. project will be located a1 Dagonbhuiyan Upazilla of Feni District.
The project site talls by the side of Feni-Chowmuhani all weather
metalled road which is only 18 kilometres from Feni and about 130
kilometres from Chittagong the Port-City. On the otherhand the
proposed site of the project is well connected with Naravangonj the
largest textile marketing centre and Dhaka the capital city by the
metalled road of the country, The proposed project will be located at
Daconbhuivan a Goverment notified "Least Developed™ area and will
cnjor concessional rute of castom duty on the machineny and cquipments
2377 of the CIF value and the saximum tax holiday extended by the
Goverment o indusitinl enteiprises of 9 vears as seainst 13 ¢ duty and o

rl
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not the least, will be the socio-economic benefits of locating a labour
intensive industrial undertaking in such an industrially backward part of
the ccuntry. Dagonbhuiyan Upazilla is a densely populated area where
emplovment is an acute problem. The majority of the surplus workers of
this Upazilla are now engaged in various industrial units mainly textile
industries situated all over the country. So there will not be and scarcity
of skilled and un-skilled manpower for the project since there is high
mobility of labour of the area.

The area of 80°000 sq-m or 20 acres of land is considered sufficient to
accommodate all the physical facilities of the proposed composite textile
mills. Total cost of 20 acres of land has been estimated at $ 219°000).

4.1.4 Lund Development

Land development cost for earth filling or earth removing etc. has been
estimated $ 82°000.

1.1.5 Construction Costs

The proposed spinning mill will require a t1o1al built-up area of 187038 sg-
m which will consist of production area, auxiliary buildings, warehousing
etc.

‘The cost of buildings and other civil construction and utilities estimated
S 13477500

The cost of building and other utilities has been made on the basis of
present prices of construction materials and actuai cost of construction

works.

4151 Main Plant Construction

The building to be constructed on the production site at the first
phase of the project is the spinning unit.

The spinning department will have a toal floor area of §°850
sg-m and with a construction cost of approximately $ 89 per
sg-m. totalhing approximately § 7887700,

40052 Auvihiary Buildines
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The unit construction cost is estimated approximately S 45 per sq-m
and the total cost of construction will be roughly S 100°600.

4.1.5.3 Warehousing

There will be 2 werehouses in the mill, which will be used for the
following purposes ;

- warehousing for raw material 600 sq-m
- warehousing for yarn storage 450 sq-m

The estimated construction cost of the 1’050 sq-m warehousing
buildings will be $ 32 per sq-m which gives a total of $ 33°600.

4.1.5.4 Administrative Buildings

The 1otal covered area of the administrative buildings will be

2068 sq-m with a construction cost of $ 89 sq-m giving a total of
$ 184°000 building cost.

4.1.3.5 Social Buildings

The follor 'ing social buildings will be available for utilisation by the
mill personnel.

- dining hall attached to kitchen 300 sq-m
- change room and cloakroom 375 sq-m

The social buildings will have a total covered area of 675 sq-m with
a construction cost per unit area of S 89 per sq-m giving an

approximate total of $ 60°000.

4.1.5.6 Residential Accomodation

There will be 4 different types of residences built for the mill
personnel. Particularly residences for the top management will be
used by them to be available on call 24 hours a day.

Total area of the buildings will be 37180 sq-m and the cost of
construction is estimated $ 89 per sq-m which gives an approximate
total cost of S 2837000,

The details of the accomodation will be as follows,

- residence of the general manacer 200 sg-m
- hachelor otficer’s accomodation 300 sq-m
Cendl quanter FOSD x-m

Sworhers quaater Foni sg-m
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4.1.5.7 Other Construciion Works

The investment on infrastructural works has been taken into account
in this section. The total expenses for :

- barbed wire fencing around the land
- effluent water discharge canal

- sports and recreation fields

- garaging for staff cars

add up to a total of $ 97°600.

4.1.6 Transportation Network

Transportation newvork consists of :
- internal roads

- connecting roads

- quay ofr station

The present project does not contain anv quay or station works expenses.

The estimated transportation network expenses will be totzl S 38°000.

4.1.6.1 Internal Roads

The mill will have internal roads which will lead to all production
and auxiliary buildings as well as administrative and social buildings.

The estimated cost will be roughly $ 35°000.

4.1.6.2 Connecting Roads

The total cost of the connecting roads is estimated $ 3000.

4.1.7 Main Plant Machinery and Equipments

Main plant machinery and equipments will consist of local and import
goods.

1.1.7.1 Local Machinerv and Lquipments

The proposed spinning mill will require o comsidurnbhiv numner o
local machinery and cquipments: Namely, doepac b U S
couipments, weighing-seale., spinning mith e e
srche, fire Siehtinge equipments, focal comy e nmn
)

.
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The cost of local machinery and equipments based on current
market prices has been estimated at S 1997733, the details of which
shown at the table of local machinery and equipments.

1.1.7.2 Import Machinerv and Equipments

Nearly all of the macl.nery :ind equipments will have 1o be imported
1o Bangladesh. The total (FOB) value of these goods is estimated to

be roughly $ 13°727°000.

Individual prices and the hist of import machinery and equipments
are given in table of import machinery and equipments.

Although total of the pro-forma invoice prices of machinery is much
more dearer than the tigure quoted here, but a reasonable discount

of 30 9 should be obtainable from the suppliers.

4.1.7.3 Import and Customs Expenses

The Industnal Investment Policy 1986 introduced differential custom
duty for developed. less deveioped and least developed arcas which
has further been amended in the budget for 1989-90. The proposed
site of the project falls under the least developed upazila of
Dagonbhuivan under Feni District. The duties. taxes and other cost
on the imported machinery based on the least developed area is

provided as follows :

Custom Duty and Other Laviable Costs
On Imported Machinerv

Items of Cost

Percentage of C&F
Value of Machinery

a) Custom Duty 10.0 %
b) Development Surcharge 8.0 %
c) Marine Insurance 1.0 <%
d) Pre-Shipment Inspection Fee 0.3 %
e) L/C Commission 1.0 %
f) Internal Freight. Clearing & Forwarding 1.0 %
Total 215 %

",-: l l)t_‘i:: .l‘E;L:":\\':: vt [

Therefore. the total impos s and cistonis expoases is foand o be

approximately § YOSt




14.1.7.5 Overseas Freieht and Insurance

The total expenses of the overseas freight and insurance is estimated
to be 6 % of the value of import machinery and equipments.

However marnine msurance cost (1 S¢) has already been taken into
account at import snd customs expznses and hence only 5 9% value
of the freight cost has been calculated.

This cost will be approximately $ 686’300
4.1.7.6 Erection

The machinery of the project will be installed and put into operation
under the technical assistance of machinery supplier. The sponsors
will be required to spend an estimated amount of $ 182’500 to the
foreign erectors to be deputed by the machinery suppliers. In
addition an amount of $ 31’300 has been estimated to be spent for
erection insurance. -\ tean of local techmcaans. skilled and
un-skilled workers will be provided by the sponsors to assist the
foreign erectors for imstallation of machinery and an amount of

S 117000 miltion is estimated 1o be required for this purpose.

Cost of Erection

Ta wre

Items of Instaliation Cost ($)
a) Cost for foreign erectors 182°500
b) Cost for local technician. skilled 117000
and un-skilled workers
c) Erection Insurance 31°500
Total 225000

The erection expenses of the machinery and equipments will be
roughly $ 2257000

Soosangmani servist istandul
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4.1.8 Machinery and Equipments for Utilities

Thz specification of import and local machinery and equipmenis for
utihities and services are given in tables no . 3.5/1-2 and the values of the
same machinery and equipments are shown in import and local machinery
tables.

i

i

The total cost of machinery and equipments for utility department is
estimated to be approximately $ 118’630 for local machinery and
$ 484’000 for import machinery. Their specifications are detailed below. .

4.1.8.1 Water

The project on coinpletion will require approximately 110 tons of
water per day for operation of machinery and human consumption.
Necessary facilities required for supply of water such as overhead
water tank, underground water reservoir and deep tube-well
alongwith pump and motor will be provided for the project, the cost
of which has been incorporated with investment cost of the project.

The water required for textile processes should be free from salinity,
iron and other minerals. However, before commencement of
implementation, water available at the site should be tested 1o sce
the suitability of water for the proposed project. Moreover. provision
for a water treatment/softening plant has been proposed for
installation.

TSN

The mill will be using its own water, which will be supplied by the
wells in different locations of the mill’s land.

<Ry

There will be a water tower on the complex with a capacity of 150
tons.

The tower will be about 30 m 10 50 m high and made of concrete of
iron.

Underneath the tower, there will be a water tank with a surplus
capacity of the tower’s reservoir, from where the water will be
pumped 1o the tower with all the necessary auxtliary equipients,

R SRV S

The wells will be incorporated with deep well pumps and iping ond
be able o supply sutficient water to the spinning deparnment and
other units,

cansmanik servisi istanbul
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2 Electriciy

The project on completion will require power for smooth operation
of spinning machinery and humidification plant for spinning
department. The estimated requirement of connected power lozd
will be 'SO0 kwh.

The project on completion will require connected power load for
around 2’500 kVA. The required power will be available from the
existing 33 KV line of Power Development Board which passes by
the side of the proposed project. One unit of 11 KV/440 volt
transformer having 1’000 kVA capacity, one unit of 11 KV/44( volt
1’500 kVA transformer with HT. & L.T switchgear, DB/SDB and
power factor improvement plant and power capacitors have been
taken mnto consideration for the project. The cost of the

substaton as per current price has been shown with the list of
machinery. In addition necessary provision in local currency for local
supply of electrical equipments required for electric sub-station has
been made.

The transtormer unit is 1o be connected 1o the main high voltage
cables approximately 11 kms away from the mill.

There will be a Diesel Generator, which will supply energv for
tHumination and for running some critical machinery during main
power supply failurs.

There will be also on installation for lighting the outside of the
buildings and all the land area.

The cost of the power units and installation will be approximately
S STTIST.

3 Steam

The project wiil require boiler having capacity of 6 tons for spinning
aepartment. The specification of steam requirement is given an
follows :

a) Rated capacity of boiler - 6 tons hy

h) Stezm workimy pressure - 10412 ke ey’
oo
) Deeree of superhent 100
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All the necessary pumps and feeding pipes mstallations to the units
will have to be completed.

The estimated cost of the boiler house and installations will be
roughly $ 10°046.

4.1.8.4 Air Conditioning

For effective and economic processing of basic textile raw materials
such as cotton and synthetic fibres the relative humidity within an .
optimum range of 50-65 percent and temperature range 24% - 28°c
to be maintained inside the factory buildings of spinning unit. So.
with a view to maintain humidity inside the factory building of -
spinning unit at a desired level. setting up of a humidification plant
(air wash tvpe) is highly essenuial which will help increase the level
of production as well as improve quality of varns. Keeping in view
these objectives, provision for a humidification plant has been made
for preparatory to firishing sections. The spinning department will
be installed will require chillar type air conditioning plant. the cost
of which has been incorporated in the investment cost of project.

The cost of the air-conditioning plant is estimated S 452°000 with
chillar units. This cost has been taken into consideration in the
Main Plant Machinery and Equipments section.

The ambient atmospheric conditions in Cithagong is veryv hot and
humid and the onlv way to have control over temperature and

humidity is to incorporate air-conditioning with chillar units.

4.1.8.5 Compressed Air

The compressed air is to be supplied in oil and water free condition
for the effective running and proper maintenance of the machines.
As such. a central air compressor with a special device has been
recommended and included with the machinery hst to ensure the
constant suppiv of water and oil free compressed air for using in the
spinning section of the proposed project.

The whole installation will have a value of S 32°000. This cost has
been taken into consideration in the Main Plant Machinery end
Equipments section.
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4.1.8.6 Others (Workshop & Eftluent Water)

This unit will consist of ;

- universal lathe
- milling machine
- planing

- drilling

- grinding "

- welding

The cost of the workshop and various other units will be
approximately § 187265

a) Safety Arrangements

Adequate safety arrangements 10 meet the fire hazards and first
hand medical aid has been made fer operative period of the
project. For this purpose necessary provisions for fire fighting
equipments and double fire proof doors has been incorporated
in the st of local machinery.

b) Waste Disposal

Cotton and varn waste of spinning mill is used for various
purpose and will not pose anv pollution and waste disposal
problem.

4.1.9 Transportation

In order 10 previde transport facilities for administrative and key
personnel, provision for the following vehicles has been included in the
project cost.

Vehicles
Type of. Transport No. Req. Estim.Cost (S)
Car ] 277300
Minibus ! 277300
Station-Wagon ] 227200

777000

s

Total
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4.1.10 Suart-Up Expenses

Expenses accumulated durine trial operation period of the mill constitute
start-up expenses. A sum of 3 120°000 has been taken into consideration
for this tvpe of expenses.

‘ 4.1.11 Miscellaneous

The cost of fixtures and furnitures for the offices composes the
miscellaneous expenses.

A sum of $ 96’387 has been allocated for the miscellaneous expenses.

RS LR ¥ ™ B

4.1.12 Conungencies

The (FOB) value of importable machinery has been considered based on
the present competitive offers of different manutacturers of machinery
which is expected te remain valid until conclusion of contract for
procurement of machinery. The estimated cost of buildings and other
work estimated in such a way that further provision for price escalation
will not be necessarv. However. while provision for contingencies and
price escalation for machinery and equipments have been made, no
provision has been considered for buildings.

3 ¢¢ of the import machinery and equipments’ value has been taken as
the contingency expenses which sum< up 1o § 411°803.

4.1.13 Interest at Investment Stage

The mode of financing of the project has heen considered at the
debt-equity ratio of 63 % - 35 ¢z. Interest during construction on
borrowed capital has been calculated (¢ 12 ¢ per annum as per present
investment policy of the goverment. It has been assumed that from the
date of retirement of shipping documents. approximately 6 months will

be required to put the mill into operation. So. interest during construction
of foreign and local currency loan has been calculated on the basis of

12 ¢ per annum. Interest during construction will be capitalised with the
project cost and 1o be repaid within S years of initial operation

3

o

<

3 . . . . C .

2 Interest of the first six months will be capitalised as "Interest at

a . . . e g
Pz Investment Stage” and will hine an amount o7 S 8970,
R
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4.2 Working Capital

Estimated requirement of net working capital during first year of full
production has been incorporated in the project cost.

The net working capital requirement during first vear of full operaiion
stands at $ 1'275°314.

The criteria employed in calculating the working capital is as follows :

4.2.1 Raw Material Stocks

Two types of fibres are 10 be used :

- cotton
- polvester

Both raw cotton and polyester will be imported. A stock level of 6
weeks consumption is considered to be satisfactory.

Raw Material Requirement

Unit Price Stocks for Value
Type of Fibre ($/kg) 6 Weeks (kg) (S)
Polvester (38-40 mm) 1.68 107184 1807069
Cotton (1 1 mm) 1.80 113088 2037358
Cotton (1 ””~ mm) 1.70 39°696 07384
Total/Average 1.74 259968 45111

A sum of $ 451111 constitutes the raw maierial stocks of the
working capital.

4.2.2 Finished Goods Stocks

A certain amount of production will undoubtedly be stored for o
period of time in the warchouse.

From past experience itis estimated ot vinn stocos wourld wonnt
1o 2 weeks production at full sl conneny utilisation,
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4.2.3 Spares and Consumables

The company keeps spare parts for machinery and equipments and
some consumables which are used in the course of the operation
such as paper cones, packaging materials etc.

Some spares and consumables are provided locally but some have 10
be imported from abroad.

Four weeks consumption was considered sufficient stock levels for )
spares and consumables.

The value of this stock is approximately $ 10°160.

1.2.4 Accounts Receivable

A certain amount of sales revenues will have to be assumed
receivable amounts from the mill’s customers.

The sales revenues for two weeks full production will be assumed
receivable from the customers.

A total of § 359’416 as the sales revenues for 2 weeks at full
production capacity utilisation will be assumed receivable from the
customers.

4235 Cash

A certain amount of cash is required for the day to day running of
the mill.

This covers amongst other things the monthly cost of wages and
salaries, fuel. energy. water and repairs which cannot be carried out

within the mill’s workshop.

The amount of cash required is estimated $ 937212

2ingmanax servist istanbul
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. 4.3 Project Financing

Total project cost which stands at § 227677939 has been computed by adding all
the fixed cost elements and capitalised portion of net working capital
requirement of the project.

The estimated investment cost will be met by 35 $¢ equity participation and
65 %c long terin investment loans.

The funds required for implementation of the project are proposed 1o be
mobilised in the following manner.

e — -

Sources of Fund

Tl AN il

] (3)
1 Sources of Fund Equity Loan
: Financial Institutions - 14°950°000
Prospective Partners 44200382 -
Local Sponsors 2°210°190 -
Financial Institunons 1097367 -
: Total 777277939 14°930°000

The Bangludesh Shilpa Bank 1s expected to help to sponsor in obtaining loan
and equity finance from local and foreign financing institations either in the
form of bridee finance or equity.

37:§Mman X servisit istanbul
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4.4 Financial Expenses

Financial expenses of the mill on implementation of the project for long term
financing has been shown on the tuble below.

The rate of interest has been considered as 12 %% per annum.

The total investment loan considered was $ 14°950°000 with a grace period of 3
years and totai pay-back period of 8 years.

Interest will be payable every six months including the grace period.

The principal pavments will start atter the first three vears and will terminate at
the end of the 8th vear from the date of borrowing.

The tollowing table shows the conditions of the interest and principal
repayments.
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REPAYMENT OF PRINCIPAL AND INTEREST OF LOANS

| CUSTOMER + A.X.Xhan - Banaladesh GRACE PERIOD HE 3
\ AMDUNT OF LOAN § : 14,950,000 REPATREMENT PERIOD : 10

’ ANNUAL IMTEREST QATE (%) 12 PERTOD: SIX MONTHS

Paryod Principal Payment  Interesl Paymenl Total Payment
| lan. 1992 0 897,000 897,000
i suly. 1992 0 897,000 897,000
Jan, 1993 0 897,000 897,000
July. 1993 0 897,000 897,000
Jan. 1994 0 897,000 897,000
July. 1994 0 897,000 897,000
lan, 1993 1,134,226 897,000 2,031,226
July. 1995 1,202,280 828,944 2,031,225
Jan, 1996 1,274,416 756,810 2,031,226
July. 199 1,350,88] 680,345 2,031,226
Jan. 1997 1,431,934 599,292 2,031,226
July. 1997 1,517,850 513,378 2,031,226
Jan. 1998 1,608,92] 422,305 2,031,226
July. 1998 1,705,456 325,769 2,031,226
Jan. 1999 1,807,784 223,442 2,031,226
July. 1999 1,916,251 114,975 2,031,226
TOPLAN 14,950,000 10,744,260 25,694,260
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3.1 Raw Material

The basic raw materials for the proposed spinning mill are raw cotton of 1/4"
staple length and polvester fibre of 1.5 Denier and 38-30 mm cut length for
spinning different counts of varns. Both raw cetton wnd man-made fibres are
ought to be imported from outside of the country. Sitce locel raw cotton and
man-made fibre productions do not mec. the domestic consumption.

At present the requirement of raw cotton for spinning mills is generally met by
importing from U.S.A_, Sudan, Pakistan, Egypt. USSR etc. and the man-made
fibre is imported from Japan, UK. and U.S A.

Raw Material Requirement

Yarn Count Mix. ! Blend of Fibres Denuind of Raw Maternial
Ne Tyvpe of Staple Ratio Polvester Cotton
Fibre Length (‘) (ke h) (tonvr) (keh)  (tonsr)
S0 US & Mexican Pima CO 1 14° 100 - - 10.8 729
60 ) . . . ) - - 150 1013
60 Polvester 38-40 mm ) 16.1 Hs.7 - -
43 PES & Comb.CO Blend 6733 4.2 271 286 1931 °
30 Polvester 3840 mm WK 293 199.2 - -
40 US & Mexican Pima 114 - - - X532 3731
30 Polvester 38-30 mm ) SRt 072
28 Memphis Cotien 135327 ) - . SN 3508
Total 1322 X932 INSO 1'273.2

The C & F prices of raw cotton of different staple length and man-made fibre
of different origins have been analysed to arrive at a rational price assumptions
on the basis of average C & F prices prevailed during the financial vears
1990-91. Staple cotton being an agri-product is subject to seasonal price.
fluctuation. Trade speculation often distorts price stability and crop failure in
major producing countries pushes price upward. In this excrcise examined
monthly price quotation apprearing in the journal "Cotton Outlook™ -

Industry’s premier journal published from Liverpood. UK. has been examined
and arrived at the assumed price after careful analvas of fluctuation and
stability,
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Cost of Raw Material

82

Tvme of Fibre Staple Pricc (C&F) Consumption Annual
Length (Skg) (tonyr) Cost (3)
US & Mexican Pima CO 1147 1.80 3 K| 1'696
Memphis Cotton 13327 1L 3308 562
Polvester 38-30 mm 1.68 8932 1’501
Total - 1.4 21664 3759
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5.2 Consumables and Auxiliary

The consumption of annual consumables and auxihary matenials is
approximately $ 22°000.

Annual packing material consumption is approximatelys S 105°000.
Total consumables and auailiary materials amounts up 1o $ 127°000.

5.3 Fuel, Energy and Water

The annual consumption of fuel, energy and water has been calculated on full
scale production information and the following figures pertain :

- fuel 2 300°000 liters and S 60°000
- electricity 2 12°150°000 Kw aind $ 7297000
Water is directly obtained from the wells located within the mill complex, hence

it was considered that there would be no expenditure on water.

The only cost incurred is that for the operation of the deep water pumps which
consume electricity. This is accounted for in the electricity consumption figures.

5.4 Maintenance and Repair Expenses

The annual consumption of spare parts, maintenance and repair costs at full mill

utilisation will amount 10 $ 16°000.

5.5 Wages and Salaries

The considered project creates the following manpower at present :

List of Personnel

Average Cost Total
Job No. of per Year 1o Cost
Title Personnel the Mill (S) (S)
Administraiion 2 1932 9900
Office Personnel 9 2460 29°0(0)
Technical Supervision N 27300 177300
Foreman t7 904 IS0
Skilted T RN s s FIIENET
Ushlled Thow 1 ol G
I“ l‘\ Nt " [T [ [}

Fhe ol cuperiditure of wiees and sl oo e
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5.6 Depreciation
The annuval depreciation value of the will be $ 1461°846.

5.7 General Overheads

Expenses such as rent, insurance, various taxes, administration expenses and
other operating expenses fall into the this category amounting to $ 96'387.

3.8 Total Production Cost

This cost figure represents the industrial cost of the product without including
interest and sales costs.

Total production cost will be $ 67334°689.
S9OV.AT

All prices have been taken into consideration without V.AT.

5.10 Interest on Short Term Loan

There will be no short term loan, interest.
.11 Sales Cost

Annual expenses involved in regard of the sales of the mill products and any sales
commissions. constitutes sales costs and totals $ 136'946.

5.12 Miscellaneous
Miscelleneous expenses is expected 10 be approximately $ 18’000 per vear.

5.13 Total Annual Operating Cost

The total annual running expenses of the mill at full capacity utilisation will be
S 6609635,
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OPERATIONAL DATA
Annual Operating Expenrses

' gnnvz] Concumption 2t full Czpacaty
EYPENDITURES : --------------------------------------------------
" Umt Cest ; Quzntaty | Brat Total
[l 11 1] 1 (s)
[} ] t L}
1. GLK KATERIAL i TR RTYW LRI b3 1s0,2%
1.1 Polyester {38-40 am) : 1.68 : ge3ame LT 180,50
1.2 Cotten (1 1/47) : 18l w0 T 896320
1.3 Cozton (1 3/32°) 1.70 130,800 562,360
14 ! 0! ot - ! 9
1.5 ! 0 ot - I 0
1.6 | ¢! 0! - ! 0
11 I 0! ol - 0
2. CONSUNABLES & AUYILIARY mmms} : : - : 121,000
2.1 Consumzbles t Cperating Mel. I i i | 72,000
2.2 Pachang Mat. [ I ' i 105,000
23 0
3. FOEL ENEECY AND NATER I I ! ! 189,000
3.1 Water ! 0! 000! tess ! 9
2 Flectricity ' 0.06 | 121500000 ¢ ww ! 129,000
3.3 Fue! } 0.2 : 300,000 } 1t 'l 60,005
4. KEINTENSNCE END REGAIR EXPENSES | 1 ' \ 16,069
S KSEES 4D SALARIES | ' 50 persens | 205,200
5.1 pderpistrztyon | 4,932 | 2 | i I 9,900
5.2 0ffice Perconnel " 2,466 L T 29,600
5.3 Techricz) 3epervision 2,466 < 17,300
S & Foreszn f 504 ! 17! ‘ 18,160
575 Salled Labour ! s | et 0! 59’500
S ¢ Mnek1]led Ledour ! ap ! nl - 30 860
6. LEPRECTATION f ! ! S WS i1
£ Euxldmgs : : : : 0
6.2 hachninery £
€. Fixte.gs ! ! ! ' a
¢.4 Equireent : | : : o
5.5 ¥now-how I i . | 0
4.6 Prelisinary Expences : 0
7. CEMEEAL CVEGHERLS ! | ! ! 96,361
1.} Pent ! ! ! ' B
1.2 incprznce ! f ! ' ¢
1.3 Veraovs Taxes ! ! ! ' ¢
7.4 tdeinictration Expenses : : ' : 0
1.5 Other QOperzting Expenses | 9
£ I0TAL eRomeTION CQSTS | : : : § 454 660
I ! | i
o YAT ! | ' \ 0
10, INTEREST ON SHORT TERH LOANS : } 'l }
11, 3BLES £0ST ', } f ! 136,524
12. BISCELLENEOUS ! : § ! 18,000
i3 TOTAL 4MUEL OPERSTING €DST : ; ! : ¢ 609,438
[] ) 1 )
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VI. FIRANCIZ! EVELUATICN
Cost =¥ Deprecielren

ANEUKT RATE OF 101AL
TYPE OF EYPENDITuRE INVESTPENT  DEPRECIZTION b£9r§$§mmn
¢) (3} (s
1. SUEYEY BND PROJECT EXPEMSES < 066 o 0
2. COST GF LAND 719,000 5 0
3. FEEEHCEMENT OF LAND £2. (00 0 0
4. COKSTRUCTION TOTAL 1,547,500 ¢ 61,900
5. INVESTHENT FOR TRANSPORTATION 387000 A 1,520
€. NATM PLENT WACHINERY AND EQUIPMENT 17,792,304 €7 1,192,084
7. SUILIARY KACKINES END EQUIPHENT 118,630 6.1 1,948
8. TEENSPORT VEHICLES 11,000 i) 15,400
. START-UD EXPENSES 129,000 20 24000
10. CERCRAL EXPENSES 9,381 Vi) 19,277
1]. CORTINEENCIES 411,803 6.1 27,590
12. TRTEREST AT INVESTHENT STASE §97,000 12.5 112,125
TILL FIVED IRVESTHENT 21,204,624 6.83 1,461,846
LVELRCE PATE OF GEPRECIATION (%) : 6.53
Depreciaticn Dver The Yeers (s}
KEW EYISTiNG 10741
YERRS  IMVESTRENT  DEPRECIATION DEPRECIATION
1e31 1,261,84¢ & 1,461,846
1992 1,851,846 5 1,461,846
1993 1,¢6] 846 S5 846
1994 1,451 B¢ D126,
1993 1,481,826 01,481,846
1995 1,318,573 E1,375,578
1997 1,373,63¢ 51,308,578
1653 i, 318,975 61,375,578
1459 1,243,453 b 1,263,693
2000 1,263,452 L1263 483
=S
S 2001 £7 17 ‘ ¢3,420
- 203 6 0z ' 43,470
E: n o ‘.3,4‘/0
: T ot g 470
o e 4 1At
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0.1 Sales Revenues

The selling prices of yarns have been based on the international average FOB
market prices.

The sewing thread prices have been obtained from Tootal Threads in Istanbul.

The prices of wastes have been estimated with the information compiled from
the industry.

The company will have a potential of exporting its products either directly or
through RMG by providing yarn for fabric or sewing thread.

However a modest figure of 3 % direct export has been foreseen.

The mill is capable of generating approximately S 2.5 million gress profit before
tax and without any financial charges.

The detail of sales revenues is given on the following table.
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6.2 Projected Cash Flow

The project will enjoy tax holiday for 9 years, based on the projecd earnings.

The mill shows a positive cash flow after deducting the interest on the long term
loans.

6.3 Flow of Proforma Revenues

The annual retained fund following the deduction of the principal of loans from
total of disposable profit and depieciation shows positive figures for the first
three vears and then becomes negative for the next five years until principal of
loans is fully paid.

But in any case accumulated fund always shows a positive figure over the ten
years of projection.

6.4 Added Value bv Project

The accumulated added value of the mill to the Bangladesh economy over the
next 10 vears will be approximately $ 40 million. provided full capacity is utilised
at the shown costs and prices.

6.5 Debi-Service Coverage

From the debi-service coverage ratio, it reveals that ihe project under
consideration will be able to meet debt obligation easily and the ratio is
satisfactory.
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6.2 Projected Cash Flow Table

{t)
'31;5;2"""""'"""""'"'""""I;éi""""Iééi'"""'I;«}i""""166%"'""'135;""""1563""""153&"""""333 """" 2000 2001
SR mison )6 T e e T e T e T T e T e T e e

SRRIECT REVENGES yO108, 00 2 129,783 7,109,758 9,129,153 9,129,783 9,129,753 9,129,783 9,129,753 9,129,783 9,129,753
PRPILT SUPERMER 4100,000 5,607,635 6,609,635 6,609,635 6,609,635 6,609,635 6,609,635 6,609,635 6,609,635 6,609,635
T ORQIFCY {2-3) 1,875,074 2,520,118 2,520,118 2,520,118 2,520,118 2,520,118 2,520,118 2,920,118 2,520,118 2,520,118
SLREETT TN LOHG TERM LDANS 897000 1,794,000 1,794,000 1,725,946 1,437,185 1,112,668 148,074 338,417 0 0
22TaTa0 MRQFLT (4-9) 678,074 726,118 126,118 794,172 1,082,963 1,407,450 1,772,044 2,181,701 2,520,118 2,520,118
T, TOCONRATE INCOME TAX 0 0 0 0 0 0 0 0 0 264,612
1%t PROFLT 14-T) 678,04 726,118 726,118 794,172 1,082,963 1,407,450 1,772,044 2,181,700 2,520,118 2,295,506
6.3 Flow of Proforma Revenues and Funds ()
s T T T e
. p1SP0SASLE PROFIY 618,004 126,118 126,118 794,172 1,082,963 1,407,450 1,772,044 2,181,701 2,520,118 2,255,506
S B CRECIATION 1,461,848 1,461,846 1,46] 846 1,461,846 1,461,846 1,375,578 1,375,578 1,375,578 1,263,453 1,263,455
TLOTAAL (ie2) 2,139,919 2,187,%4 2,187,964 2,25,018 2,544,809 2,783,027 3,147,628 3,557,278 3,783,570 3,518,958
1 2RINCIPAL OF LOANS 0 0 0 2,336,506 2,625,297 2,949,784 3,304,317 3,724,035 0 0

1.OANNUAL TFTATNED FUND (3-4) 2,139,919 2,187,964 2,187,964 (80,488) (80,488)  (166,757) (166,756)  (166,787) 3,783,570 3,518,958
6,435,359 6,354,870 6,188,114 6,021,358 5,854,602 9,638,172 13,157,130

e e 4 5 ———— o————————

AR S UR AU 2,139,919 4,327,683 6,915,847

o e i m e emmae c mm R asimm == - —— -— v—
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VII- FINANCIAL EVALUATION
G . 4 Value Added by Lha Project (4)
TEns 1992 1993 1994 1995 1994 1997 1998 1999 2000 2001
TS 205,200 205,200 205,200 205,200 205,200 205,200 205,200 205,200 205,200 205,200
ORI 1,461,846 ), 461,846 1,461,846 1,481,846 1 46),846 1,375,578 1,375,978 1,375,578 1,263,453 1,263,453
897,000 1,794,000 1,794,000 1,725,946 1,437,155 1,112,668 148,074 338,417 0 0
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 264,612
618,074 726,118 726,118 194,172 1,082,963 1,407,450 1,772,044 2,181,700 2,520,118  2,25%,50¢
0 0 0 0 0 0 0 0 0 0
AR 3,242,119 4,137,164 4,187,164 4,087,164 4,187,164 4,100,895 4,100,895 4,100,895 3,988,770 3,788,770
R S A 3,042,119 7,429,283 11,616,447 15,803,611 19,990,774 24,091,670 28,192,565 32,293,461 34,282,231 40,271,002
DEBPT-SERVICE COVERAGE
6.5 (Assuming Tax Holiday for 9 Years) ()
e 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
T 3,242,119 L 187,164 4,187,184 4, 187,164 4,187,164 4,100,895 4,100,895 4,100,895 1,988,770 3,988,770
DAL CEEY LN 0 0 0 2,336,506 2,625,297 2,949,784 3,314,317 3,724,035 0 0
LTI AN 897,000 1,794,000 1,794,000 1,725,946 1,437,180 1,112,668 148,004 338,417 0 0
L TmEs) 0. 0.4 0.4 1.0 1.0 1.0 1.0 1.0 0.0 0.0

---------------------------------------------------------------------------------------------------------------------------------------------------
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6.6 Break-Even Poimt

Break-even point is the level of capacity utilisatior: at which sales revenues
equal production costs.

Break-even point of this project hus been calculated as 42.5 ¢z on the following

table.
OPERATIONAL DATA
Fixed ] Vzriahle Annval Operating Expences
{$)

FIXEDS FIXER VEEIABLE  OFERATING
EXPERDITURES VREIESLE EXPERSES
1. RAN PATEERIGL g sy 6 3,799,25% 3,759 2%
2. COXSURARLES & c.uxlum neIERIntS 16868 v 0 337,696 127,000
3. FUEL ENERCY END WATER R} 236,700 ‘52 g 159,000
4. PATKIEWARCE 21D PEPAIR EXPENSES R $ 00 1, "2 16,000
5. KACES AND SALARIES IER R &1,%40 !43,64@ 205,299
6. DEPEECIRTION HO RS 1,461 546 O ],46), 846
T, CEMERR! CVERMEADS 10 3 F 66,381 G 96,307
9 Y& 160 ¥ ¥ 0 q §
10. INTEREST ON SHORT TERM LOANS { R 0 5 ]
11, “MES cAST 100 Y ¥ 0 134 QL 136,945
12. RISCELLANEQUS 1002V 0 1e,060 1%, 008
1. TOTAL EKNUAL OPERATING COST 1,861 203 4 728 132 600 ¢35

FIYED Cast
BPELE EVEN POINT = ~-ocommmmcocmocmimommcecmecen
(SHLES BEVERUES- VLRISELE 0637
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0.7 Economic Rate of Return

The Economic Rate of Return of proposed project has been calculated on the
basis of the methodology followed by the World Bank.

The Item-wise investment cost, i.c. land development, building construction and
imported machinery and other assets have been valued at market prices.

The accounting values of forzign and local inputs. services and finished products
have been arrived at by adjusting their market prices with relevant conversion
factors. Adjustment of financial investment and operating cost for deriving
economic cost has been shown at following tables respectively. The economic
life of the project has been taken to be 15 years and the gestation period of the
project has been taken at 2 vears. Calculated on above mentioned basis, the
EIRR comes to about 14.65 ¢ and the FIRR becomes 19.36 %. The details of
calculation of IFRR and FIRR are given at following tables.

6.8 Emplovment Opportunity

The project on completion will create emplovment opportunity for 139 persons
of various categories. The cost per job created works out ai $ 17290.6 .

The project will also create indirect employment to many more people with the
associated activities of the project.

6.9 Foieign Exchange Earning

This is an export-oriented industry and expected 1o earn considerable amount of
foreign exchange every vear. The projcet on implementation is expected to earn
foreign exchange to the tene of approximately S 436'488 per annum.

Howeve: export potential of the mill is much more bigger than above figure.
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1991

0.0000

I.CUER

PI. PEVENUES
Czles 00000

kecount Beceivable 6.0000
gcecont Fecerved 0.6000

Incose frea Liguidation 0.0000

KET INCORE(4) 6.0000
111. COST OF PROGAIMCIION
fzu ard Pux.Baterials  0.0000
Edsimstrztion 0.0000
Lzbeur 9.0000
Uperztine Expences 0.0000
Peitipe Eepenses 8.000C
0000

enerz] EYpenses 0.
f

Szles Eapences .ongo
TETSL E)2ERSES(-) 6.0000
iV, wESKiRE CRPiTRl
Laeh 9.0738
Gzx Mzteryzl 0.254¢
31234 0.1512
TeikL 0_4816
IRCIEASE(-) 0.451¢
V. FUREL IRVESTRERD
Lznd 0.0110
Conctruction 1.2541
Taporl Mzchinery 137268
tocel Fetrmnery 3.1492
Services 6.9925
Projeci-trs. 6_0000
grectyen 0.2679
flrteree 0.0000
Venicles 0.0501
CoRTIIGET1ES 6.7133
Sizri-un TelENCES 81104
Thtait-y 18,8149
VI KET FLGH -19.20¢4

vii. FIKSINTIE: iRTRONAL PGTE Of RETUSN

1992

62.5000

S.6141
0.0000
0.6500
0.0000

5.€141

2.1381
¢.0672
0_1008
0_4548
£.0564
6 0887
0.9187

1.0245
6.1062
¢.4195
e.2312

9.7420
0.2603

16,361

1993

100.6000

8.9826
0.0000
9_0000
0.0009

B.9826

3 4708
9.0911
9.1341
9.6101
0.9502
0.0887
0.1260

4.6242

0.9000
43584

2006

1060000

§.5826
09000
0.0000
0.0000

8.9826

3.4209
0.0
6.1367
9.6167
9.0902
¢.0837
61260

487

<)

(.060C
0.0000
0.0600

6 0604
¢.6000

6.0000
¢.0000
0.0000
9.6000
0.0000
0.0000
6_0000
0.0060
9.0000
¢.0000
0.0006¢

6._0000

4.3524

<007

06000

¢.0000
G400
¢.058)
1143

1.1013

0.0000
¢_0000
0.0900
0300
0.0000
£.0609
§.08009

66009
L6600
0556
-(50C

.6006
0660

[AX 5 Nt g

D

0.0060
0.0000
06000
¢.5000
0.0000
66006
0.6600
. 0000
00000
¢.8500






