Project Report By: Lalit Mohan & Associates


XYZ FOOTWARE INDUSTRIES
PROJECT REPORT FOR THE MANUFACTURE OF FOOTWEAR
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1. ABOUT THE FIRM
M/s…………., Kanpur, having its head office & factory at ………………………………………..Kanpur, been constituted as a partnership firm, for implementing a project for the manufacture of footwear. The unit is being promoted by the following partners:
2. ABOUT THE MANAGEMENT   

The project will be implemented under the active supervision of the family members and every step will be taken to make it a success story like any other project promoted by the family. 

3. ABOUT THE PROJECT   
The project is to be set up to manufacture precision moulding footwear having the installed capacity of 30 lakh pair per annum. 
The Project would aim at establishing an ultra-modern framework for developing footwear, which would be used for general purposes together with special occasion due to design and texture embedded in the product.  The purpose of our installation is to provide users cost effective multi-purpose footwear across different segments of the society. Modern machinery such as fully automatic injection moulding machines are being procured, some of which has arrived at site and others are in the advanced stage of procurement for which orders has been placed, advances have already been given and their arrival has been documented within the present fiscal. 
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(A) MANUFACTUTING PROGRAMME
	Sl.No.
	Particulars
	Ist
	IInd
	IIIrd
	IVth
	Vth



	1.
	Installed Capacity
	30 lakh pairs of footwear



	2. 
	% of capacity utilisation
	50%
	70%
	90%
	90%
	90%



	3.
	No of working days/year
	300
	300
	300
	300
	300


	4.
	No of working shift/day
	2
	2
	2
	2
	2


	5.
	No. of working hours in a shift 
	8
	8
	8
	8
	8


	6
	No of workman
	100
	100
	100
	100
	100


	7.
	Production in Qty (in pairs)       Footwear
	15 lakh
	21 lakh
	27     lakh
	27         lakh
	27        lakh



(B) INSTALLED CAPACITY

	Sl.No.
	Particulars



	1. 
	Machine running hour/shift
	8


	2.
	No of shift/per day
	2


	3.
	No of working days/year
	300



	5.
	No. of  product in one day 
	10,000 pairs of footwear 



	6
	Capacity to produce in one year
	30,00,000 pairs 
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4. ABOUT THE INFRASTRUCTURE

A) SITE

The site acquired by the firm is situated in the main industrial area of the Kanpur – Panki Industrial Area Site No 1. The area is the home of many successful entrepreneurs. Many Industrial units are running successfully since long. 
We are very fortunate that we got the site here which enjoys all possible advantage of a site. The area of the site is sufficient for our present and future requirements.

B) POWER

The total connecting power load for this unit would be 250 KVA. The requisite application for power connection has already been moved with the concerned authorities. And it will be available well before the start of trial run. 
Necessary equipments needed for efficient use of power are also proposed to be installed at the site. 

While we consider the power breakdown during the production, it makes sense to have captive plant for uninterrupted production. We propose to install a Generating Sets having capacity of 300 KVA.

C) FUEL

Diesel will be required to run the Generating sets for which we see no difficulty in procurement either from the Oil Depot or from the open market. Our project, being located in well developed industrial area envisages no difficulty regarding availability of fuel.  
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D) WATER

Water is used for cooling purposes in the production process. Besides, water is a vital component for every organisation. Therefore an adequate arrangement has already been made.  

E) TRANSPORTATION

Logistic is an essential element to run a project without interruption due to unavailability of raw materials in time and to save the finance cost of excess inventory levels. We have repeatedly stated above the project-site have all advantage of a suitable site and therefore we anticipate that all the necessary logistic will be made available at short notice either for procurement or for supply of finished goods.

F) EFFLUENT
The project shall not emit any kind of liquid, gas or solid effluent. 
Water has no role in production process except for cooling purposes; there is no wastage in the production process which can not be recycled; and regarding the gaseous effluent, our production process will not emit any gas, except that from generating set for which we propose to acquire highly fuel efficient Generators. 
G) MANPOWER
The unit is located in the city known for adequate availability of man-power. So we see no problem in acquiring and retaining the man-power necessary at all level in our organisation.

Since the family business of the partners is to manufacture and distribution of footwear across various states, the unit will get all necessary talent development support from within and will have a dedicated team for present and future requirements.
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5. BRIEF MANUFACTURING PROCESS

Traditionally footwear manufacturing is a labour-intensive process. Gradually many works were shifted to machines. Now a day human interaction is required only to operate these machines at every stage of production process. Still in India, we used to have a mix of both, so we propose to have an automatic production plant but raw material handling and packing of finished goods together with supporting activities manually. It is also best suitable and economic in present scenario and also socially oriented. 
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Regarding the process of production, in case of EVA Footwear manufacturing, the raw material are mixed and converted into granules which are fed into automatic manufacturing plant. Generally sole and straps are produced separately and assembled together to get the final product. In case of PU, the only difference is that raw material PU directly fed into the automatic production plant. 
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6. FIXED ASSETS – LAND & BUILDING

A plot of land situated at C-33/B, Panki Industrial Area Site No 1, Kanpur together with building including production hall and administrative block has already been acquired and necessary alterations work has been completed. The break up of the cost under this head is given below:-
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	1.
	Initial acquisition cost
	Rs    140.00 lacs



	2.
	Transfer fee to UPSIDC
	Rs      20.00 lacs



	3.
	Construction & Modifications
	Rs      30.00 lacs



	4.
	Registration
	Rs      20.00 lacs



	
	Total
	Rs     210.00 lacs
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7. PLANT AND MACHINERY
Plant and machinery, we mean equipments required to produce our footwear up to the point of sale. Traditionally every state of production process requires different machineries and different stages of production process. Now automation has changed the factory insight as we generally think. However, complete automation in India neither feasible nor economic. So we are installing the following plant and machinery.

	1.
	EVA Injection Moulding
	Rs      45.00 lacs



	2.
	PU Injection Moulding
	Rs      14.25 lacs



	3.
	Rotary Three Colour Strap Machine
	Rs       8.25 lacs



	4.
	Horizontal Single Colour Strap M/c
	Rs       3.00 lacs



	5.
	Dana Machine
	Rs       6.50 lacs



	6.    
	Refiner (Rolla)
	Rs       2.50 lacs



	7.    
	Generating Sets
	Rs     20.00 lacs



	8.    
	Moulds
	Rs      25.00 lacs



	9.    
	Assembly, packing & misc. equipments
	Rs      10.00 lacs



	    
	Total
	Rs    134.50 lacs



	    
	Custom duty, Freight, Installation and   Errection
	Rs     35.50  lacs



	    
	Total
	Rs   170.00 lacs




(8)
8. COST OF THE PROJECT

Any company manufacturing a product and supplying goods produced have to calculate their costs very carefully. The cost of employing people to promote, manufacture, market and sell products should not be overlooked when you are designing a solution and you must carefully explain the costing of designs, especially when you select your best idea and develop it. 

The total cost of the project including margin money for working capital has been estimated at Rs 500 lacs. Break down of cost of the project is as under:-

	SI No
	Particulars
	Rs in Lacs

	1
	Land & Building
	210.00

	2
	Plant & Machinery
	170.00

	3
	Misc fixed assets
	8.00

	4
	Pre-operative Expenses
	2.00

	5
	Technical Know-how
	10.00

	6
	Margin Money for working capital
	100.00

	
	Total
	500.00


Miscellaneous Fixed Assets: - Provision for purchase of miscellaneous fixed assets including office automation equipments; logistics etc has been estimated approx Rs 8 lacs.

Preliminary and Pre-operative Expenses:- Provision of Rs 2 lacs has been made for the expenses towards various registration and legal fees, arrangement and documentation of financial assistance, and other unforeseen miscellaneous expenses to be incurred before the start of commercial production. 
Technical Knowhow: - Technical Know-how is the back bone of any project. Though the supplier of equipments provides technical assistance at low cost, however we envisage expenditure of Rs 10 lakh under this head. 

Margin Money for working Capital: - It is proposed to take Rs 200 lacs of cash credit facility from Bank together with a foreign non-fund L/C facility of 100 lacs. Rest of the working capital is proposed to be arranged by the partners from their own resources. Therefore we included Rs 100 lacs as margin money in the cost of project.   
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9. FINANCING PATTERN
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It has been proposed that the total cost of the project of Rs 500 lacs shall be financed by the partners:- 
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1 Towards Fixed Cost 400.00              

2 Magin Money for Cash Credit 75.00                 

3 Margin Money for L/C 25.00                 

Total 500.00              


But, for working capital needs will take finance from bank. However, in any case we propose Rs 100 lakh as our contribution and therefore we included Rs 100 lakh as margin money for W/C. 

Letter of credit
A standard, commercial letter of credit is a document issued mostly by a financial institution, used primarily in trade finance, which usually provides an irrevocable payment undertaking. We propose L/C of Rs 100 lacs to be used primarily in international transactions of significant value, for deals with a supplier in foreign country. 
Cash credit 
This account is the primary method in which Banks lend money against the security of stock in trade. It runs like a current account except the account holder is permitted to withdraw a certain sum called "limit" or "credit facility" in excess of the amount deposited in the account. We propose to have a cash credit limit of Rs 200 lacs.

Proprietor’s capital contribution

A capital contribution in a firm is a contribution of capital, in the form of money or property, to a business by partners. We propose to invest Rs 500 lacs towards initial contribution for the cost of the project and undertake to provide additional funds in case of need to run our business without any difficulty.
(10)

10. WORKING CAPITAL REQUIREMENT
                       (At 50% capacity utilisation)

[image: image5.emf]S.No. Particulars Period Value (Rs in lacs)

1Raw material 2 month 87.50                   

2Other stores 2 month 35.00                   

3Power & Fuel 1 month 8.75                     

4Direct labour & wages 1 month 3.50                     

5Other manufacturing expenses 1 month 2.19                     

6Selling, general & adm exps 1 month 4.00                     

7Goods in process 1/2 month 26.25                   

8Finished goods 1/2 month 39.38                   

9Trade debtors 1 month 87.50                   

Total 294.07                 

10Less Trade creditors 19.07                   

1 month of item no 2 and 1

Working capital requirement 275.00                 


Raw Material: The unit will produce 15 lakh pairs of footwear, which will fetch an average realisation of Rs 70/- a pair. The cost of raw material consumed will be 50% of the realisable value of finished product. Therefore in the first year at 50% capacity utilisation it would be around Rs 525 lakh.  

Other Stores: The cost of other stores will be 20% of the realisable value of finished product. Therefore in the first year at 50% capacity utilisation it would be around Rs 210 lakh.  

Power & Fuel: The cost of power and fuel will be 10% of the realisable value of finished product. Therefore in the first year at 50% capacity utilisation it would be around Rs 105 lakh.  

Direct labour and wages: The cost of labour per worker will be Rs 3500/- per month. Therefore it would be around Rs 42.00 lakh. The yearly increase in this head would be 5%.   

Other manufacturing expenses: The cost of other manufacturing expenses will be 2.5% of the realisable value of finished product. Therefore in the first year at 50% capacity utilisation it would be around Rs 26.25 lakh.  

Selling general and administrative expenses: The expenditure under this head will be 4 lakh per month. Therefore it would be around Rs 48.00 lakh. The yearly increase in this head would be 5%.   
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Year ended (DD-Mon-YYYY) 3/31/2011 3/31/2012 3/31/2013 3/31/2014 3/31/2015

No. Of  Months 12 12 12 12 12

% of capacity utilisation 50%  70%  90%  90%  90% 

No. of units of footwear pair produced in lakhs  15  21  27  27  27 

Gross Sales 1,050.00         1,470.00            1,890.00            1,890.00          1,890.00             

Total operating income 1,050.00         1,470.00            1,890.00            1,890.00          1,890.00             

Cost of Sales

Raw material consumed 568.76            752.50               962.50               945.00            945.00                

Other stores consumed 227.50            301.00               385.00               378.00            378.00                

Power and fuel  109.00            148.50               190.50               189.00            189.00                

Direct labour and wages 42.00              44.10                46.31                 48.62              51.05                  

Other manufacturing expenses 26.25              36.75                47.25                 47.25              47.25                  

Depreciation 36.00              30.98                26.67                 22.97              19.80                  

Sub Total 1,009.51         1,313.83            1,658.23            1,630.84          1,630.10             

Add: Op. Stock of WIP 26.25                36.75                 47.25              47.25                  

Less: Cl. Stock of WIP 26.25              36.75                47.25                 47.25              47.25                  

Total Cost of Production 983.26            1,303.33            1,647.73            1,630.84          1,630.10             

Add Opening Stock of Finished Goods 39.38                55.13                 70.88              70.88                  

Less: Cl. Stock  of Finished Goods 39.38              55.13                70.88                 70.88              70.88                  

Total Cost of Sales 943.89            1,287.58            1,631.98            1,630.84          1,630.10             

Selling, Gen. & Administration Exp 48.00              50.40                52.92                 55.57              58.34                  

Cost of Sales + SGA 991.89            1337.98 1684.90 1686.41 1688.45

Operating Profit before Interest 58.12              132.02 205.11 203.59 201.55

Interest payment to Banks 24.00              24.00                24.00                 24.00              24.00                  

Operating Profit after Interest 34.12              108.02 181.11 179.59 177.55

Provision for taxation

10.23              32.41 59.76 59.27 58.59

Net Profit After tax

23.88              75.61 121.34 120.33 118.96

Partners' withdrawal

9.00               18.00                27.00                 36.00              36.00                  

Retained Profit 

14.88              57.61                94.34                 84.33              82.96                  

Cash Accruals

50.88              88.59 121.01 107.30 102.76

xyz Shoe INDUSTRIES

PROJECTED FINANCIAL STATEMENTS

PROFIT & LOSS ACCOUNT (Amount in Lakh)
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Year ended (DD-Mon-YYYY) 3/31/2011 3/31/2012 3/31/2013 3/31/2014 3/31/2015

No. Of  Months 12 12 12 12 12

% of capacity utilisation 50%  70%  90%  90%  90% 

No. of units of footwear pair produced in lakhs  15  21  27  27  27 

CURRENT LIABILITIES

Bank Borrowings 200.00            200.00               200.00               200.00            200.00                

Creditors for purchases 19.00              22.80                27.36                 27.36              27.36                  

TERM LIABILITIES

TOTAL OUTSIDE LIABILITIES 219.00            222.80               227.36               227.36            227.36                

NET WORTH

Partners capital / Proprietor's capital 491.00            496.88               545.49               630.83            715.16                

Balance in P&L Account (+ / - ) 23.88              75.61 121.34 120.33 118.96

NET WORTH 514.88            572.49               666.83               751.16            834.12                

TOTAL LIABILITIES 733.88            795.29               894.19               978.52            1,061.48             

CURRENT ASSETS

Cash & Bank Balances 94.25              76.38                91.70                 122.00            129.76                

Receivables  87.50              122.50               157.50               200.00            250.00                

Inventory

Raw Materials  87.50              122.50               157.50               175.00            200.00                

Work in process 26.25              36.76                47.25                 47.25              47.25                  

Finished Goods  39.38              55.13                70.88                 70.88              70.88                  

Other consumable  35.00              49.00                63.00                 80.00              100.00                

Sub total (Inventory) 188.13            263.39               338.63               373.13            418.13                

TOTAL CURRENT ASSETS 369.88            462.27 587.83 695.13 797.89

FIXED ASSETS

Net Block  400.00            364.00               333.03               306.36            283.39                

Less: Depreciation - P/M etc Rs 190 lakh  28.50              24.23                20.59                 17.50              14.88                  

Less: Depreciation - Building (75 lakh) 7.50               6.75                  6.08                   5.47                4.92                   

Net Block 364.00            333.03               306.36 283.39 263.59

TOTAL ASSETS 733.88            795.29 894.19 978.52 1061.48

XYZ Shoe INDUSTRIES

PROJECTED FINANCIAL STATEMENTS

BALANCE SHEET








CA Lalit Mohan Agarwal , Kanpur  Ph: 9336114780
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		S.No.		Particulars		Period		Value (Rs in lacs)

		1		Raw material		2 month		87.50

		2		Other stores		2 month		35.00

		3		Power & Fuel		1 month		8.75

		4		Direct labour & wages		1 month		3.50

		5		Other manufacturing expenses		1 month		2.19

		6		Selling, general & adm exps		1 month		4.00

		7		Goods in process		1/2 month		26.25

		8		Finished goods		1/2 month		39.38

		9		Trade debtors		1 month		87.50

				Total				294.07

		10		Less Trade creditors				19.07

				1 month of item no 2 and 1

				Working capital requirement				275.00
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		xyz Shoe INDUSTRIES

		PROJECTED FINANCIAL STATEMENTS

		Financial Year		2010-11		2011-12		2012-13		2013-14		2014-15

		Year ended (DD-Mon-YYYY)		3/31/11		3/31/12		3/31/13		3/31/14		3/31/15

		No. Of  Months		12		12		12		12		12

		% of capacity utilisation		50% 		70% 		90% 		90% 		90% 

		No. of units of footwear pair produced in lakhs		15 		21 		27 		27 		27 

		PROFIT & LOSS ACCOUNT (Amount in Lakh)

		Gross Sales		1,050.00		1,470.00		1,890.00		1,890.00		1,890.00

		Total operating income		1,050.00		1,470.00		1,890.00		1,890.00		1,890.00

		Cost of Sales

		Raw material consumed		568.76		752.50		962.50		945.00		945.00

		Other stores consumed		227.50		301.00		385.00		378.00		378.00

		Power and fuel		109.00		148.50		190.50		189.00		189.00

		Direct labour and wages		42.00		44.10		46.31		48.62		51.05

		Other manufacturing expenses		26.25		36.75		47.25		47.25		47.25

		Depreciation		36.00		30.98		26.67		22.97		19.80

		Sub Total		1,009.51		1,313.83		1,658.23		1,630.84		1,630.10

		Add: Op. Stock of WIP				26.25		36.75		47.25		47.25

		Less: Cl. Stock of WIP		26.25		36.75		47.25		47.25		47.25

		Total Cost of Production		983.26		1,303.33		1,647.73		1,630.84		1,630.10

		Add Opening Stock of Finished Goods				39.38		55.13		70.88		70.88

		Less: Cl. Stock  of Finished Goods		39.38		55.13		70.88		70.88		70.88

		Total Cost of Sales		943.89		1,287.58		1,631.98		1,630.84		1,630.10

		Selling, Gen. & Administration Exp		48.00		50.40		52.92		55.57		58.34

		Cost of Sales + SGA		991.89		1337.98		1684.90		1686.41		1688.45

		Operating Profit before Interest		58.12		132.02		205.11		203.59		201.55

		Interest payment to Banks		24.00		24.00		24.00		24.00		24.00

		Operating Profit after Interest		34.12		108.02		181.11		179.59		177.55

		Provision for taxation		10.23		32.41		59.76		59.27		58.59

		Net Profit After tax		23.88		75.61		121.34		120.33		118.96

		Partners' withdrawal		9.00		18.00		27.00		36.00		36.00

		Retained Profit		14.88		57.61		94.34		84.33		82.96

		Cash Accruals		50.88		88.59		121.01		107.30		102.76
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		XYZ Shoe INDUSTRIES

		PROJECTED FINANCIAL STATEMENTS

		Financial Year		2010-11		2011-12		2012-13		2013-14		2014-15

		Year ended (DD-Mon-YYYY)		3/31/11		3/31/12		3/31/13		3/31/14		3/31/15

		No. Of  Months		12		12		12		12		12

		% of capacity utilisation		50% 		70% 		90% 		90% 		90% 

		No. of units of footwear pair produced in lakhs		15 		21 		27 		27 		27 

		BALANCE SHEET

		CURRENT LIABILITIES

		Bank Borrowings		200.00		200.00		200.00		200.00		200.00

		Creditors for purchases		19.00		22.80		27.36		27.36		27.36

		TERM LIABILITIES

		TOTAL OUTSIDE LIABILITIES		219.00		222.80		227.36		227.36		227.36

		NET WORTH

		Partners capital / Proprietor's capital		491.00		496.88		545.49		630.83		715.16

		Balance in P&L Account (+ / - )		23.88		75.61		121.34		120.33		118.96

		NET WORTH		514.88		572.49		666.83		751.16		834.12

		TOTAL LIABILITIES		733.88		795.29		894.19		978.52		1,061.48

		CURRENT ASSETS

		Cash & Bank Balances		94.25		76.38		91.70		122.00		129.76

		Receivables		87.50		122.50		157.50		200.00		250.00

		Inventory

		Raw Materials		87.50		122.50		157.50		175.00		200.00

		Work in process		26.25		36.76		47.25		47.25		47.25

		Finished Goods		39.38		55.13		70.88		70.88		70.88

		Other consumable		35.00		49.00		63.00		80.00		100.00

		Sub total (Inventory)		188.13		263.39		338.63		373.13		418.13

		TOTAL CURRENT ASSETS		369.88		462.27		587.83		695.13		797.89

		FIXED ASSETS

		Net Block		400.00		364.00		333.03		306.36		283.39

		Less: Depreciation - P/M etc Rs 190 lakh		28.50		24.22		20.59		17.50		14.88

		Less: Depreciation - Building (75 lakh)		7.50		6.75		6.08		5.47		4.92

		Net Block		364.00		333.03		306.36		283.39		263.59

		TOTAL ASSETS		733.88		795.29		894.19		978.52		1061.48
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		Sl No		Particulars		Rs in lacs

		1		Towards Fixed Cost		400.00

		2		Magin Money for Cash Credit		75.00

		3		Margin Money for L/C		25.00

				Total		500.00






