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	GLOSSARY OF TECHNICAL TERMS

	CDA
	Central Depositories Act, 1997

	CDC
	The Central Depository Company of Pakistan Limited

	CDS
	Central Depository System

	CIS Cotton
	Cotton from Central Independent State (i.e. Tajikistan, Turkmenistan, Uzbekistan) 

	CNIC
	Computerized National Identity Card

	Commission/ SECP
	Securities and Exchange Commission of Pakistan

	Company
	Hira Textile Mills Limited

	CVT
	Capital Value Tax

	GOP
	Government of Pakistan

	IPO
	Initial Public Offering

	ITO
	Income Tax Ordinance, 2001

	KIBOR
	Karachi Inter Bank Offer Rate

	KSE
	Karachi Stock Exchange (Guarantee) Limited

	L/C
	Letter of Credit

	LSE
	Lahore Stock Exchange (Guarantee) Limited

	Ordinance
	Companies Ordinance, 1984

	Stock Exchanges
	The Karachi Stock Exchange (Guarantee) Limited/The Lahore Stock Exchange (Guarantee) Limited

	WAPDA
	Water and Power Development Authority

	WHT
	Withholding Tax

	Combed Yarn
	For high quality yarns the sliver is combed after carding to make the fibre more parallel and remove smaller fibres.

	Carded Slub
	A type of fancy yarn manufactured by specially designed ring frames which can alter the length, thickness and pause of a point at a given yarn length

	Lycra Yarn
	Is the spandex fibre produced by Du point. It is light weight and soft but stronger and more durable than rubber. Lycra can be stretched over 500% without breaking, and can be stretched repeatedly and still recover its original strength.

	Spun Yarn
	Yarn that consists of staple fibres held together usually by twist, more bulkiness than continues filament yarns.

	CVC Cotton Yarn
	A ring spun cotton yarn mixed with synthetic fibre but the cotton ratio is more than 50% of the total blend

	Poly Cotton Yarn
	A ring spun cotton yarn mixed with synthetic fibre where the cotton ratio is less than 50% of the total blend

	SJV Cotton
	Type of American cotton.

	Pima Cotton
	High grade cotton of long staple (American origin) used to produce fine counts like 50/1 onward.

	Giza Cotton
	High grade cotton of long staple (Egyptian origin) used to produce fine counts like 50/1 onward.

	Cutthroat Environment
	A business environment where the margins are very low

	Fibermax Strict Mideling
	Type of a medium staple cotton usually used to produce middle range contamination free counts like 16/1---40/1.

	CIS Cotton 
	Medium quality type of long staple cotton (central Asian region) used to produce fine counts like 50/1 onward.

	ROE
	Return on Equity
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PART 1

1. Approvals and Listing on the Stock ExchangeS

1.1
APPROVAL OF THE SECURITIES & EXCHANGE COMMISSION OF PAKISTAN

Approval of the Securities and Exchange Commission of Pakistan (the “Commission” or the “SECP”) as required under Section 57(1) of the Companies Ordinance, 1984 (the “Ordinance”) has been obtained by Hira Textile Mills Limited (the “Company”) for the issuance, circulation and publication of this Prospectus. 

It must be distinctly understood that in giving this approval, the SECP does not take any responsibility for the financial soundness of any scheme stated herein or for the correctness of any of the statements made or opinions expressed with regard to them. 

The Commission has not evaluated the quality of the Issue, including the justification of the premium and its approval should not be construed as any commitment of the same. The public/investors should conduct their own independent investigation and analysis regarding the quality of the issue before subscribing.   

1.2
CLEARANCE OF THE PROSPECTUS BY THE STOCK EXCHANGES

The Prospectus has been cleared by the Karachi Stock Exchange (Guarantee) Limited (“KSE”) and the Lahore Stock Exchange (Guarantee) Limited (“LSE”) (collectively referred to as Stock Exchanges) in accordance with the requirements of their respective Listing Regulations. While clearing this Prospectus, the Stock Exchanges neither guarantee the correctness of the contents of this Prospectus nor the viability of the Company. 
The Stock Exchanges have not evaluated the quality of the issue, including the justification of the premium and their clearance should not be construed as any commitment to the same. The public/ investors should conduct their own independent investigation and analysis regarding the quality of the offer before subscribing.

1.3
FILING OF PROSPECTUS AND OTHER DOCUMENTS WITH THE REGISTRAR OF COMPANIES

The Company has filed with the Registrar, Companies Registration Office, Lahore, as required under Section 57(3) and (4) of the Ordinance, a copy of this Prospectus signed by all the Directors of the Company, together with the following documents attached hereto:

(a) A letter dated July 28, 2006 from the Auditors of the Company, M/s M. Yousuf Adil Saleem & Co, Chartered Accountants, consenting to the publication of their names in the Prospectus, which contains in Part 5 certain statements and reports issued by them as experts (which consent has not been withdrawn), as required under Section 57(5) of the Companies Ordinance, 1984.

(b) Copies of Material Contracts and Agreements mentioned in Part 7 of this Prospectus as required under Section 57(4) of the Ordinance. 

(c) Written confirmations of the Auditors to the Company, Legal Advisor to this Issue, and Bankers to this Issue mentioned in this Prospectus consenting to act in their respective capacities, as required under Section 57(5) of the Ordinance. 

(d) Consent of the Directors and Chief Executive of the Company who have consented to their respective appointments being made and their having been named or described as such Directors and Managing Director/Chief Executive in this Prospectus, as required under Section 57(3) of the Ordinance, read with sub-clause (1) of clause (4) of Section 1 of Part 1 of the Second Schedule of the Ordinance.

1.4
LISTING WITH THE STOCK EXCHANGES

An application has been made to the Stock Exchanges for permission to deal in and for the quotation of shares of the Company. 

In accordance with the “Regulations for Future Trading in Provisionally Listed Companies” of KSE and LSE the Company shall stand provisionally listed for trading and for quotation of its shares on the Stock Exchanges from the date of publication of this Prospectus.  

If for any reason, the application for formal listing is not accepted by the Stock Exchanges, the Company undertakes that a notice to that effect will immediately be published in the press, and thereafter to refund application money to the applicants in pursuance of this Prospectus as required under the provisions of Section 72 of the Ordinance. 

PART 2

2. share capital and related matters

2.1
SHARE CAPITAL 

	No. of Shares
	
	Face Value

(Rs.)
	Premium

(Rs.)
	Total

(Rs.)

	
	
	
	
	

	
	AUTHORIZED 
	
	
	

	75, 000,000
	Ordinary Shares of Rs. 10/- each
	750,000,000
	 
	750,000,000

	
	
	
	 
	

	
	ISSUED, SUBSCRIBED & PAID UP CAPITAL
	
	
	

	
	
	
	
	

	
	Issued for Cash
	
	
	

	23,000,000
	Ordinary Shares of Rs. 10/- each
	230,000,000
	20,000,000
	250,000,000

	
	
	
	
	

	
	Issued for Bonus
	
	
	

	23,552,000
	Ordinary Shares of Rs. 10/- each
	235,520,000
	
	235,520,000

	
	
	
	
	

	46,552,000
	Total
	465,520,000
	20,000,000
	485,520,000

	
	
	
	
	

	
	The existing issued, subscribed & paid up capital of the Company is held as follows:
	
	
	

	
	
	
	
	

	
	Sponsors/ Directors
	
	
	

	24,222,854
	Mr. Muhammad Umar Virk
	242,228,540
	-
	242,228,540

	4,843,432
	Mr. Umair Umar
	48,434,320
	6,150,000
	54,584,320

	4,843,432
	Ms. Umaira Umar
	48,434,320
	6,150,000
	54,584,320

	4,732,112
	Mrs. Shahnaz Umar
	47,321,120
	6,700,000
	54,021,120

	4,659,450
	Mrs. Sadiya Umair
	46,594,500
	-
	46,594,500

	1,507,880
	Mrs. Fatima Nadeem
	15,078,800
	-
	15,078,800

	919,072
	Mr. Haroon Rashid Zafar
	9,190,720
	-
	9,190,720

	819,720
	Mr. Nadeem Aslam Butt
	8,197,200
	1,000,000
	9,197,200

	4,048
	Mr. Saeed Ahmad Khan
	40,480
	-
	40,480

	46,552,000
	Total
	465,520,000
	20,000,000
	485,520,000

	
	
	
	
	

	
	PRESENT ISSUE
	
	
	

	
	The present Issue is being made at an offer price of Rs. 12.5/- per ordinary share  of Rs. 10/-each, inclusive of a premium of Rs. 2.5/- per share, as under:

	
	
	
	
	

	23,750,000
	General Public
	237,500,000
	59,375,000
	296,875,000

	1,250,000
	Employees of the Company
	12,500,000
	3,125,000
	15,625,000

	 
	 
	 
	 
	 

	25,000,000
	Total
	250,000,000
	62,500,000
	312,500,000

	 
	 
	 
	 
	 

	71,552,000
	GRAND TOTAL 
	715,520,000
	82,500,000
	798,020,000

	
	
	
	
	


Notes:

(i)
As per Rule 3(II) (v) of the Companies (Issue of Capital) Rules, 1996 the sponsors shall retain at least twenty five per cent (25%) of the capital of the Company for a period of five years from the date of public subscription.

(ii) As per Regulation No. 6(A)(7)(i) of the Listing Regulations of the KSE, sponsors’ shareholding in excess of 25% shall not be saleable for a period of six months from the date of public subscription.

(iii) The Commission, vide its letter No. SMD/Co.57 (1)/3/2006, dated August 18, 2006, has given relaxation to the Company from the requirement of Rule 3(II) (iii) (b) of the Companies (Issue of Capital) Rules, 1996.  This relaxation is subject to the condition that the Company shall submit progress report on monthly basis to the Commission on the installation of additional Spindles.  

(iv) Preferential Allocation of 1,250,000 ordinary shares has been made to the employees of the Company at a price of Rs 12.5/- per share (inclusive of a premium of Rs 2.5/- per share), which they will subscribe to at the time of public subscription. 

(v)  As per Regulation No 6(A)(7)(ii) of the Listing Regulations of KSE the allocation of shares to employees shall not be saleable for a period of six months from public subscription.  

2.2
OPENING AND CLOSING OF SUBSCRIPTION LIST

The subscription list will Insh’Allah open at the commencement of banking hours on January 9, 2007 and will close on January 10, 2007 at the close of banking hours. 

2.3
INVESTOR ELIGIBILITY

Eligible investors include Pakistani citizens residing in Pakistan, companies, bodies corporate or other legal entities incorporated or established in Pakistan (to the extent permitted by their constitutive documents and existing regulations as the case may be); Provident/ pension/ gratuity funds/ trusts (subject to the terms of their Trust Deed and existing regulations) and branches in Pakistan of companies and bodies corporate incorporated outside Pakistan. 

2.4
MINIMUM AMOUNT OF APPLICATION AND BASIS OF ALLOTMENT OF SHARES

The basis and conditions of allotment to the general public shall be as follows:

(a) The minimum amount of application for subscription of 500 ordinary shares is Rs. 6,250/-. 

(b) Fictitious and multiple applications (more than one application per applicant) are prohibited and such application money shall be liable to confiscation under Section 18-A of the Securities and Exchange Ordinance, 1969.

(c) Application for shares below the total value of Rs. 6,250/- shall not be entertained.

(d) Applications for shares must be made for 500 shares or in multiples of 500 shares only. Applications, which are neither for 500 shares nor for multiples of 500 shares shall be rejected. 

(e) If the shares to be offered to the general public are sufficient to accommodate all applications all applications shall be accommodated. 

(f) If this Issue is oversubscribed in terms of number of applications, the shares shall be allotted by conducting computer balloting in the presence of the representatives of the Stock Exchanges in the following manner:

(i) If all applications for 500 shares can be accommodated, then all such applications shall be accommodated first. If all applications for 500 shares cannot be accommodated, then balloting will be held among the applications for 500 shares only.

(ii) If all applications for 500 shares have been accommodated and shares are still available for allotment, then all applications for 1000 shares will be accommodated. If all applications for 1000 shares cannot be accommodated, then balloting will be conducted among applications for 1000 shares only. 

(iii) If all applications for 500 shares and 1000 shares have been accommodated and shares are still available for allotment, then all applications for 1500 shares will be accommodated. If all applications for 1500 shares cannot be accommodated, then balloting will be conducted among applications for 1500 shares only.

(iv) If all applications for 500 shares, 1000 shares, and 1500 shares have been accommodated and shares are still available for allotment, then all applications for 2000 shares will be accommodated. If all applications for 2000 shares cannot be accommodated, then balloting will be conducted among applications for 2000 shares only.

(v) After the allotment in the above mentioned manner, the balance shares, if any, shall be allotted in the following manner:

1. If the remaining shares are sufficient to accommodate each application for over 2000 shares, then 2000 shares shall be allotted to each applicant and the remaining shares shall be allotted on a prorata basis.

2. If the remaining shares are not sufficient to accommodate all remaining applications for at least 2000 shares, then balloting shall be conducted for allocation of 2000 shares to the successful applicants. 

(g) If the Issue is oversubscribed in terms of amount only, then the allotment of shares shall be made on the following basis:

(i)
First preference will be given to applicants who applied for 500 shares;

(ii)
Next preference will be given to applicants who applied for 1000 shares;

(iii)
Next preference will be given to applicants who applied for 1500 shares; and then;

(iv)
Next preference will be given to applicants who applied for 2000 shares;

After allotment of the above, the balance shares, if any, shall be allotted on a prorata basis to the applicants who applied for more than 2000 shares. 

(h) Allocation of shares will be subject to scrutiny of the applications for subscription. 

(i) Applications, which do not meet with the above requirements or which are incomplete, will be rejected.

2.5
REFUND OF SUBSCRIPTION MONEY TO UNSUCCESSFUL APPLICANTS

The Company shall take a decision within 10 days of the closure of the subscription list as to which applications have been accepted or are successful and refund the money in case of unaccepted or unsuccessful applications within 10 days of the date of such decision, as required under Section 71 of the Ordinance.

As per sub-Section (2) of Section 71 of the Ordinance, if the refund as required under sub-Section (1) of Section 71 of the Ordinance is not made within the time specified therein, the Directors of the Company shall be jointly and severally liable to repay the money with surcharge at the rate of 1.5%, for every month or part thereof from the expiration of the 15th day and, in addition, to a fine not exceeding Rs. 5,000 and in the case of continuing offence to a further fine not exceeding Rs. 100 per day after the said 15th day of which default continues. Provided that a Director shall not be liable if he/she proves that the default in making the refund was not due to misconduct or negligence on his/her part. 

2.6
MINIMUM SUBSCRIPTION FOR ALLOTMENT 

The minimum subscription on which the Directors will proceed to allot shares is the full amount of the present issue of Rs. 312.500 million (Rupees Three Hundred & Twelve Million, Five Hundred Thousand) which has also been underwritten in full and in the opinion of the Directors, must be raised in order to provide the capital required by the Company. 

2.7
ISSUE AND DISPATCH OF SHARE CERTIFICATES

The Company will dispatch physical share certificates to the successful applicants through their Bankers to the Issue or by crediting the respective Central Depository System (“CDS”) accounts of the successful applicants within 30 days of the close of public subscription, as per Listing Regulations of the Stock Exchanges. 

Shares will be issued either in scripless form in the CDS or in the shape of physical scrips on the basis of option exercised by the successful applicants. Shares in physical form shall be dispatched to the Bankers to the Issue whereas scripless shares shall be credited through book entries in the respective accounts maintained with the Central Depository Company of Pakistan Limited (“CDC”)

The applicant(s) who opt for receipt of shares in scripless form in the CDS should fill in the relevant columns of the Application Form. In order to exercise the scripless option, the applicant(s) should have a CDS account at the time of subscription. 

If the Company defaults in complying with the requirements of the Listing Regulations of the Stock Exchanges, it shall pay to the Stock Exchanges a penalty of Rs. 500 per day or part thereof during which the default continues to each of the Stock Exchanges. The Stock Exchanges may also notify the fact of such default and the name of the Company by notice and also by publication in their Ready Board Quotation. 

2.8
TRANSFER OF SHARES

2.8.1
Physical scrips

The Directors of the Company shall not refuse to transfer any fully paid shares unless the transfer deed is for any reason defective or invalid under the provisions of Section 77 of the Ordinance, provided that the Company shall within 30 days from which the instrument of transfer was lodged with it, notify the defect or invalidity to the transferee who shall, after the removal of such defect or invalidity be entitled to re-lodge the transfer deed with the company. 

2.8.2
Transfer under book entry system

The shares maintained within the CDS in the book entry form shall be transferred in accordance with the provisions of the Central Depositories Act, 1997 and the CDC Regulations.

2.9
SHARES ISSUED IN PRECEDING YEARS

An aggregate of 46,552,000 fully paid shares of a face value of Rs. 10 each have been issued during the preceding years. The details of the shares issued by the Company in preceding years are as follows:

	No. of Shares 
	Par Value (Rs.)
	Amount (Rs.)
	Consideration
	Date of Issue

	3,000,000
	10
	30,000,000
	Cash
	02 September 1991

	63,000
	10
	630,000
	Cash
	02 May 1992

	3,100,000
	10
	31,000,000
	Cash
	24 June 1993

	937,000
	10
	9,370,000
	Cash
	15 September 1993

	7,900,000
	10
	79,000,000
	Cash
	20 April 1997

	6,000,000
	10
	60,000,000
	Cash
	22 September 2004

	2,000,000
	10
	20,000,000
	Cash with Rs. 10 Premium
	30 March 2005

	13,800,000
	10
	138,000,000
	Bonus Shares
	28 December 2005

	9,752,000
	10
	97,520,000
	Bonus Shares
	10 February 2006

	46,552,000
	
	465,520,000
	
	


Other than the above-mentioned shares, there has been no other issue of shares during the preceding years. 

2.10
PRINCIPAL PURPOSE OF THE PUBLIC ISSUE

The proceeds from the IPO will be used towards the installation of additional 7,200 (Seven Thousand Two Hundred) spindles (amounting to Rs. 295.122 Millions)  increasing its total capacity from 33,792 spindles to 40,992 spindles, to finance its working capital requirements and expenses to the public Issue  (Rs. 17.378 Million), and to broaden its share ownership.    

2.11
INTEREST OF SHAREHOLDERS

None of the holders of the issued shares of the Company have any special or other interest in the property or profits of the Company other than as holders of the ordinary shares in the capital of the company. 

2.12
DIVIDEND POLICY

The rights in respect of capital and dividends attached to each share are and will be the same. The Company in its general meeting may declare dividends but no dividends shall exceed the amount recommended by the Board of Directors. 

The Directors may from time to time pay to the members such interim dividends as appear to the Directors to be justified by the profits of the Company. No dividends shall be paid otherwise than out of the profits of the Company for the year or any other undistributed profits. No unpaid dividend shall bear interest or mark-up against the Company. The dividend shall be paid within the period laid down in the Ordinance.  
2.13
DIVIDEND HISTORY

The Company has paid no cash dividend till to date.

2.14
ELIGIBILITY FOR DIVIDEND

The Company in this matter will follow the provisions of Section 92(2) of the Ordinance, which reads as under:

“The new shares issued by a company shall rank pari passu with the existing shares of the class to which the new shares belong in all matters, including the right to such bonus or right issue and dividend as may be declared by the Company subsequent to the issue of such new shares.” 

2.15
DEDUCTION OF ZAKAT

Income distribution will be subject to the deduction of Zakat at source pursuant to the provisions of the Zakat and Ushr Ordinance, 1980 (XVIII of 1980). 

2.16
WITHHOLDING TAX ON DIVIDENDS

Profit distribution to the shareholders will be subject to withholding tax at source under section 150 of the Income Tax Ordinance, 2001 at the rate of 10% for the shareholders other than company and 5% for inter-corporate dividends received by resident companies including private, public & Insurance companies specified in part I, Division III of First Schedule to the said Ordinance. In terms of the provision of Section 8 of the said Ordinance, said deduction at source, shall be deemed to be full and final liability in respect of such profits. 

2.17
EXEMPTION FROM CAPITAL GAINS

Capital gains derived from the sale of listed securities are not liable to income tax pursuant to Clause (110) of Part 1 of the Second Schedule of the Income Tax Ordinance, 2001. This exemption is presently available up to the income year ending June 30, 2007.

2.18
DEFERRED TAXATION

Deferred Tax is recognized using the balance sheet liability method on all major temporary differences arising between the carrying amounts of assets and liabilities for the financial reporting purposes and amount used for taxation purposes. Deferred tax assets are recognized to the extent that it is possible that the profits will be available against which such assets can be utilized. 

The Company has made no provision for deferred taxation up till June 30, 2006.

2.19
JUSTIFICATION OF PREMIUM

A Premium of Rs. 2.5/- per share over the face value of Rs. 10/- is adequately justified based on the considerations, as set out below:

(a) Strong Financial Performance: In FY 2006 the Company reported a 84% Compounded Annual Growth Rate (“CAGR”) in profits on the back of a 20% CAGR in revenues since FY 2002 which has resulted in an increase in ROE from a mere 2.52% in FY 2002 to 9.5% in FY 2006. In the year ended June 30, 2006 the Company has posted a net profit after tax of 91 M. The growth in the Company has been the result of capacity expansions, use of state of the art computerized technology, stringent quality controls and product development, high manufacturing standards, efficient raw material management, cotton procurement strategies and focused niche marketing. The Company on account of being primarily an export driven concern, with exports accounting for nearly 66% of its sales volume, catering to quality conscious niche yarn clients in the US and Far-East is able to attract premium pricing. This coupled with operational efficiencies and effective cotton procurement strategies has enabled the Company to increase its margins over the years.

(b) Outstanding Business Performance: Due to an excellent performance record in the export arena, Hira Textile Mills Limited has been declared as the winner of the Best Export Performance Trophy for the past five years in a row by the Government of Pakistan and has also achieved the ISO-9002 certification.

(c) Modern Facilities: The Company has been conscious of the importance of increasing capacities, acquiring latest technology and improving the quality of its products. The Company has steadily increased its spinning capacity from 14,400 spindles in 1995 and from 17,280 spindles in 2002 to 33,792 spindles in 2004 comprising of conventional and compact ring frames. The Company has also added doubling and dyeing facilities. The Company has also acquired four imported Gas Generators (1.1 MW each) for its self-generation plant in order to cut electricity cost leading to a decrease in production costs.

(d) Brand Name and Focus on Product Development: With trade liberalization, opportunities for the spinning sector have increased and at the same time companies are now required to compete not only on the basis of price but also non-price factors like quality, lead time, variety of products etc. Hence companies with brand names catering to niche markets are likely to attract higher prices. In this regard Hira has established brand names such as, “Sun”, “Green Olive” and “Golden Palm” in the US and the Far Eastern markets. Moreover, the Company in a short span of ten years of acquiring the facility has expanded its product line to include carded, combed, slub and lycra yarns.

(e) Value added Player: The Company produces a variety of premium quality niche yarns including combed and carded slub and lycra yarns in ring and compact frames. The planned expansion through installation of additional 7,200 Reiter compact spindles would enable the Company to consolidate its position in the sector and benefit on account of economies of scale. The spindles would mainly be imported from Rieter, Switzerland and would be utilized for producing niche premium quality compact yarn targeting the European market, hence, enabling the Company to diversify its client base by focusing on the premium pricing segment. Through this state of the art machinery Hira will acquire the flexibility to switch between various counts and types of yarn to meet the diverse requirements of its customers. The Company has the land, labour and technical expertise to back this expansion. Moreover the Company is in the process of making an investment in Hira Terry Mills Ltd (investment of 50% of the equity of Hira Terry Mills Ltd) which has been formed to undertake the terry towel project. Through this venture the Company will enter the home textile segment.  
(f) Key Historical Financials of the Company:

	Key Financials
	2002
	2003
	2004
	2005
	2006

	Total Non Current  Assets
	821
	837
	1,301
	1,355
	1,508

	Total Current Assets
	421
	519
	870
	931
	798

	Total Long term Liability
	419
	441
	691
	623
	618

	Total Current Liabilities
	473
	545
	851
	795
	728

	Net Sales
	847
	901
	1,219
	1,159
	1,744

	Gross Profit
	120
	124
	194
	211
	315

	Operating Profit
	76
	83
	135
	218
	247

	Profit Before Tax
	16
	38
	82
	212
	107

	Profit After Tax
	8
	29
	71
	271***
	91

	EPS
	0.59
	1.99
	4.76
	5.82
	1.94

	Financial Ratios

	GP Ratio 
	0.14
	0.14
	0.16
	0.18
	0.18

	NP Ratio 
	.01
	.03
	.06
	.18
	.05

	*ROE  (%) 
	4.13
	11.95
	18.29
	42.30
	12.21

	**ROE (%)
	2.52
	7.87
	11.40
	23.36
	9.48

	Book Value 
	
	
	
	
	

	Before Revaluation (Per Share)
	14.23
	16.68
	18.73
	27.96
	15.93

	After Revaluation  (Per Share)
	23.34
	25.33
	30.00
	37.79
	20.60

	Current Ratio
	0.89
	0.95
	1.02
	1.25
	1.10


*       ROE Before Including Surplus On Revaluation Of Assets.

**     ROE After Including Surplus On Revaluation Of Assets.

***  The after tax profit of the Company for the period ended June 30, 2005 also includes  other income of PKR 116.46 million. This is the amount that has been waived off by Habib Bank Limited while rescheduling the long term financing facility of PKR 478.24 million, and it’s non-recurring.

2.20
CAPITAL VALUE TAX (“CVT”) & WITHHOLDING TAX (“WHT”) ON SALE/ PURCHASE OF SHARES

The amendments made through Finance Act 2006 into the provision of Section 233(A) of the Income Tax Ordinance, 2001, and Capital Value Tax (Finance Act 1989), the following changes have been made effective from July 01, 2006:

(a) 0.02% CVT will be charged on purchase of all shares, modaraba certificates, and instruments of redeemable capital as defined in the Ordinance.

(b) 0.01% WHT will be charged on sale of all shares, modaraba certificates, and instruments of redeemable capital as defined in the Ordinance.

PART 3

3. underwriting, commissions, brokerage, and other expenses

3.1
UNDERWRITING

The present public issue of 25,000,000 ordinary shares of a face value of Rs. 10 each, offered at premium of Rs 2.5/- each, has been fully underwritten as under:

	Name of Underwriter
	No. of Shares 
	Amount (Rs.)

	Aqeel Karim Dhedhi Securities (Pvt) Limited
	         666,667 
	      8,333,333 

	Arif Habib Securities Limited
	 5,908,334 
	      73,854,175 

	Askari Commercial Bank Limited
	      1,333,333 
	    16,666,667 

	Atlas Bank Limited
	         333,333 
	      4,166,667 

	Bank Alfalah Limited
	      1,500,000 
	    18,750,000 

	Faysal Bank Limited
	         666,667 
	      8,333,333 

	First International Investment Bank
	      2,000,000 
	    25,000,000 

	Orix Investment Bank Limited
	         666,667 
	      8,333,333 

	PICIC Commercial Bank
	      1,600,000 
	    20,000,000 

	Saudi Pak Commercial Bank Ltd. 
	      3,000,000 
	    37,500,000 

	Saudi Pak Leasing Company
	      1,000,000 
	    12,500,000 

	Security Leasing Corp. Limited
	         500,000 
	      6,250,000 

	Trust Leasing & Investment Bank Ltd
	      1,333,333 
	    16,666,667 

	United Bank Ltd
	 4,491,666 
	      56,145,825 

	TOTAL
	25,000,000
	312,500,000


If, and to the extent, shares hereby offered are not subscribed and paid for in cash and in full by the closing of the subscription list, the Underwriters shall, within 15 days of being duly called by the Company to do so, subscribe and pay for, or procure subscribers to subscribe and pay for, in cash and in full, those shares not subscribed, in proportion to their underwriting commitments. 

In the opinion of the Directors, the resources of the Underwriters are sufficient to discharge their underwriting commitments. 

3.2
BUY-BACK/REPURCHASE AGREEMENT

THE UNDERWRITERS HAVE NOT ENTERED INTO ANY BUY-BACK/REPURCHASE AGREEMENT WITH THE SPONSORS OR ANY OTHER PERSON IN RESPECT OF THIS PUBLIC ISSUE. 

3.3
UNDERWRITING COMMISSION

The Underwriters have been paid an Underwriting Commission at the rate of 1.5% on the amount of the public issue underwritten by them. In addition, a take up commission at the rate of 1.0% shall be paid to the Underwriters on the value of shares  to be subscribed by them by virtue of their respective underwriting commitments.

3.4
COMMISSION TO THE BANKERS TO THIS ISSUE

A commission at the rate of 0.25% of the amount collected on allotment in respect of successful applicants will be paid by the Company to the Bankers to this Issue for services to be rendered by them in connection with this Public Issue, plus out-of-pocket expenses. No commission shall be paid to the Bankers in respect of shares taken up by the Underwriter by virtue of their underwriting commitments. 

3.5
BROKERAGE

For this Issue, Brokerage shall be paid to the members of the Stock Exchanges at the rate of 1.0% of value of the shares including premium actually sold through them. No brokerage shall be payable in respect of shares taken up by the Underwriters by virtue of their underwriting commitment.

3.6
EXPENSES OF THE PUBLIC ISSUE

The expenses of this Issue are estimated not to exceed Rs. 22,965,302/- which would be borne by the Company. 

	Expense
	Rate
	Amount (Rs.)

	Underwriting Commission
	1.5%
	4,687,500

	Take-up Commission*
	1.0%
	3,125,000

	Bankers to the Issue Commission*
	0.25%
	781,250

	Brokerage to Members of the Stock Exchanges*
	1.0%
	3,125,000

	Consultant to the Issue Fees
	
	4,062,500

	Publication and notice Costs
	
	3,189,617

	Stock Exchanges Fees and Charges
	
	1,561,040

	CDC Fees and Deposits
	
	933,395

	Other Costs (i.e. legal, marketing, stamp duty and contingencies etc.)
	
	1,500,000

	TOTAL
	
	22,965,302


* These amounts represent the maximum possible costs under these heads.

PART 4

4. History and prospects

4.1
THE COMPANY

Hira Textile Mills Limited (“Hira” or “the Company”) was incorporated as Sharif Spinning Mills Limited on January 31, 1991 under the Ordinance. The Company started its commercial production on August 10, 1991 and was purchased by the existing management in 1995. The registered office of the Company is located at 44-E/1, Gulberg – III, Lahore. The business objective of the Company is the manufacturing and sale of various qualities and types of spun yarn. The other objectives of the Company have been set out in the Memorandum of Association of the Company. The current paid up capital of the Company is Rs. 465,520,000/.

4.1.1
Location
Hira is located at 8-Km main Manga Raiwind Road District, Kasur, on a total area of 19.1125 acres of freehold land. Kasur is an industrial area, where labor and basic utilities including energy, power, gas and sewerage are easily available. Since the mill is located on the main road, transportation costs of the Company are also low. Moreover since it is only 35 minutes drive from Lahore, it is easily accessible for workers commuting from Lahore. The existing land is sufficient to cater to the envisaged expansion plan of the Company.

4.1.2
Awards and Merits 

A continuous balancing, modernization and replacement program has been undertaken in the Company and currently the total sales of the Company comprises of export sales (66%) and local sales (34%). The Company has also won the Export Trophy for five successive years since FY 2000-2001. In April 2000, Hira obtained the ISO 9002 certification.

4.2
EXISTING OPERATIONS OF THE COMPANY - 33,792 SPINDLES

4.3
PRODUCTION FACILITIES

The Company is equipped with state of the art machinery comprising of 33,792 spindles, 16 Doubling & Twisting machines and Yarn Dyeing with a capacity of 90 tons per month. Currently, the Company is utilizing 98% of its installed spindles capacity.  The average life of the machinery is estimated for 15 years whereas all the machinery installed was new at the time of purchase.

4.3.1
Spinning 

The total number of spindles currently installed are 33,792. Draw frames with auto levelers and conditioning machine from Xorella have also been installed to ensure consistent quality of yarn. It also includes state of the art machinery like Autoconers with Quantum devices (contamination removal device), Loptex (contamination device at the blow room stage) and Rieter (Switzerland) back process. 

4.3.2
Doubling 

The doubling section of Hira consists of 17 machines of Japanese (Murata) and German (Volkman) origin. All the twisting machines have hydro pneumatic Mesedan splicers (the accessories manufactured by Meseden, Italy are used to make knotless yarn) for 100% fully spliced (knot free) doubled yarn to produce two, three and four plyed yarns. 

4.3.3
Yarn dyeing and Bleaching Unit 

The yarn dyeing and bleaching unit has state of the art Swiss machinery from Scholl.  The yarn-dyeing unit has been installed with sophisticated microprocessor to ensure standardization in the dyeing and consists of radio frequency dryer from Strayfield. The soft winding is from Scharer Schweiter Mettler AG (SSM), Switzerland and rewinding from Murata, Japan. This dyeing unit is also equipped with top class laboratory equipment from Macbeth and Data Color for high color matching accuracy. Hira provides dyeing and bleaching services to local mills exporting garments to large retailers. Hira is providing yarn to companies who are on the approved list of brands like Armani Exchange, Nike, Tommy Hilfiger, Chaps, Calvin Klein, etc. Hira also provides VAT (High Quality Standard) dyeing for the specialized weaving yarns. The dyeing unit is equipped with top class laboratory equipment for high colour matching accuracy. 

4.4
PRODUCTS 

The Company produces a variety of niche yarns including combed and carded slub and lycra yarns in ring and compact frames. Hira sells its products under the brand name “Sun”, “Green Olive” and “Golden Palm” brands in the US, Canada, and Far Eastern countries like Korea, Hong Kong and China. In doubling the Company uses a variety of combed and carded yarns of various counts to produce ply yarns. In dyeing and bleaching the product range consists of yarn counts 05/1 up to 100/1, both in combed and carded, cvc and poly cotton yarns. Hira also has a large capacity to produce multi-plyed yarns.

Details of the products produced by Hira are given below: 

Type of Yarn




Count

Spinning

Slub




5.5/1 to 20/1

Contamination Free


16/1 to 40/1 and 50/1 to 80/1

Organic




10/1 to 30/1

Others




4/1 to 40/1

Doubling

Carded and Combed


04/4 – 100/2

Dyeing and Bleaching

Combed and Carded, CVC and

Poly cotton yarns



05/1 – 100/1 
Source: Company In formation

4.5
TARGET MARKET

The Company sells its products in the local as well as international markets. More than 66% of the volume of sales is exported to countries like USA, Canada, China, Hong Kong, Indonesia, Korea and Bangladesh. Currently China and Hong Kong account for largest share of exports of the Company in terms of quantity exported. 

4.6
RAW MATERIALS

The Company procures different types of cotton from different countries all over the world. It imports Fibermax strict middling, SJV and PIMA cotton from USA, Giza cotton from Egypt and CIS cotton from Central Asia. As per GOP policy, which has been continued in the budget last year, there are no custom duties or sales tax on the import of raw cotton. The Company also uses local cotton, which makes up 50% of its raw materials. The remaining 50% is accounted for by imports. The Company maintains a 4 to 5 months stock of imported cotton, whereas it buys its annual requirement for local cotton during the season between the months of September to December.

4.7
UTILITIES

4.7.1
Power

The Company is currently operating on electricity from a self-generation power plant and WAPDA. As a cost cutting measure, it installed an in-house 4.40 Mega Watts (4400 KW) gas generator imported from the USA. The Power requirements of the Project are currently 4850 KW out of which 4400 KW is achieved from self generation and remaining 450 KW through WAPDA. The power requirement of the expansion will be met by the existing installed power generation facilities.

4.7.2
Water

The Company has a water turbine with a storage capacity of one qusic. The Company also possesses a Water Softener Plant producing 20 tons/hour of water in order to fulfill Company’s water requirements. Water is mainly used in spinning and dying processes in order to operate A/c plants and fire hydrants. The available water reservoirs will be sufficient to support the new expansion of the Company.

4.7.3
Gas

Hira Textile Mills Limited is fulfilling its power requirements by installing 4 gas generators capable of producing 4.4 Mega Watts hours of electricity. The company has an industrial gas connection obtained from Sui Northern Gas Pipeline Limited. The agreement was signed in July 2003 with a supply limit of 40 MCF per hour.

4.8
EXISTING PLANT & MACHINERY

The installed plant and machinery of the Company comprises of the following:

	Department
	Machinery
	No. of 

Units
	Manufacturer
	Condition
	Capacity
	Year Of Purchase
	Utilization
	Rupee 

Cost

	SPINNING UNIT

	BLOW ROOM
	AUTO PLUCKER
	4
	MAKE: CHINA 
	New
	Standard
	1992-2005
	100%
	18,313,600

	
	CONDENSOR
	4
	MAKE: CHINA 
	
	
	1992
	
	

	
	MFC
	2
	MAKE:TRUTZSCHLER GERMANY
	
	
	1992
	
	

	
	STEP CLEANER
	1
	MAKE:CHINA
	
	
	1992
	
	

	
	MULTIMIXER
	1
	MAKE:CHINA
	
	
	1992
	
	

	
	LOPTEX
	1
	ITALY
	
	
	1992
	
	

	
	B11
	1
	MAKE: SWITZERLAND(RIETER)
	
	
	1992
	
	

	
	MISC:
	
	PROCUPINE,BAILING PRESS, SHIRLEY M/C, FREQUENCY INVERTORS & MISC MACHINERY
	
	
	1992
	
	

	
	CHUTE FEED
	23
	MAKE: TRUTZSCHLER GERMANY
	
	
	1992-2000
	
	

	CARD
	CARD MACHINES
	23
	MAKE: UK-CROSROL+TRUTZSCHLER GERMANY
	New
	Standard
	1992-2000
	100%
	77,920,700

	
	MISC:
	
	TOP SET GRINDER, CYLENDER DOFFER GRINDER, CARD FILTER, MOUNTING & CLIPPING MACHINE ETC.
	New
	Standard
	1992-2000
	100%
	3,118,600

	DRAWING
	BREAKER D/F
	5
	MAKE: JAPAN(TOYODA)
	New
	Standard
	1992-2003
	100%
	18,806,360

	
	FINISHER D/F
	6
	MAKE: SWITZERLAND(RIETER RSBD30C)
	New
	Standard
	1992-2003
	100%
	20,634,810

	SIMPLEX
	SIMPLEX
	6
	MAKE: JAPAN(TOYODA FL16)
	New
	Standard
	1992
	100%
	30,000,000

	COMBER
	COMBER M/C
	18
	MAKE: SWITZERLAND(RIETER) +JAPAN (CHERRY)
	New
	Standard
	1992-2005
	100%
	51,157,856

	
	LAP FORMER
	3
	MAKE: SWITZERLAND(RIETER) +JAPAN (CHERRY)
	New
	Standard
	1992-2005
	100%
	10,416,000

	
	COMBER FILTER 
	2
	MAKE: SWISS+CHINA
	New
	Standard
	1992-2005
	100%
	2,716,000

	RING
	RING FRAMES
	8
	MAKE: JAPAN(TOYODA RY )
	New
	Standard
	2000
	100%
	13,822,500

	
	RING FRAMES WITH SKF DRAFTING
	28
	MAKE: CHINA(FA 502)
	New
	Standard
	1992
	100%
	76,533,856

	
	SLUBBING DEVICE
	5*2=10

FRAMES
	MAKE: ITALY(CAIPO)
	New
	Standard
	2002-2004
	100%
	16,647,625

	
	LYCRA ATTACHMENT
	2
	MAKE: PINTER S.A SPAIN
	New
	Standard
	2005
	100%
	2,146,000

	
	MISC
	
	DUST COLLECTOR+OVER HEAD BLOWER ETC
	New
	Standard
	1992-2005
	100%
	8,953,100

	A/CONE
	A/CONE WITH D4+POLYMATIC
	8
	MAKE: JAPAN MURATA
	New
	Standard
	1992-2002
	100%
	37,400,000

	
	OVER HEAD BLOWERS
	8
	MAKE: JAPAN LUWA
	New
	Standard
	1992-2002
	100%
	2,586,664

	DOUBLING
	DOUBLING M/C
	2+1
	MAKE:  MURATA (JAPAN)+RIFA32 (CHINA)
	New
	Standard
	1996-2005
	100%
	9,166,500

	
	TWISTING M/C
	15
	MAKE: JAPAN(MURATA)+ GERMANY (VOLKMANN)
	New
	Standard
	1996-2005
	100%
	24,307,537

	
	SPLICERS
	37
	MAKE: ITALY (MESDAN)
	New
	Standard
	1996-2005
	100%
	7,270,278

	
	OVER HEAD BLOWERS
	4
	MAKE:GERMANY+SAPIN
	New
	Standard
	1996-2005
	100%
	1,106,940

	LAB
	WRAPPING REEL, LEA STRENGTH TESTER,U.T.3,USTER CLASSIMATE,TWST TESTER, YARN EVENNESS TESTER,STELO METER,MICRONAIR 675,FIBROGRAPH 630,AUTO SORTER, FRICTION METER, COLORIMETER 650 ETC
	1
	MAKE: ITALY   (MESDAN), SWISS, CHINA, JAPAN & USA
	New
	Standard
	1992-2005
	100%
	14,065,000

	AIR CONDITIONER
	B/R TO DOUBLING
	6
	MAKE:PAK(CONAIR)
	New
	Standard
	1992-2002
	100%
	5,404,284

	ROLLER COVER
	GRINDING M/C
	1
	MAKE: JAPAN(YAMATOKOIE)
	New
	Standard
	1992
	100%
	242,500

	
	MOUNTING M/C
	2
	MAKE: CHINA
	New
	Standard
	1992
	100%
	145,500

	
	PRESS M/C
	1
	MAKE: CHINA
	New
	Standard
	2000
	100%
	200,000

	AIR COMPRESSORS
	COMPRESSOR
	3
	MAKE: JAPAN+KOREA+CHINA
	New
	Standard
	1992-2004
	100%
	436,500

	PACKING
	STEAM CONDITIONING
	1
	MAKE: SWISS(XORELLA)
	New
	Standard
	2002
	100%
	4,200,000

	
	CONDITIONING PLANT
	1
	MAKE: JAPAN
	New
	Standard
	2002
	100%
	1,455,000

	
	PALLET M/C
	1
	MAKE: SPIRO PAC ITALY
	New
	Standard
	2004
	100%
	832,163

	WORKSHOP
	MISC WORKSHOP EQUIPMENTS
	
	LATHE MACHINE-1, DRILL MACHINE-1, WELDING PLANT-2, HAND GRINDER-1, OWER CUTTER-1, HAND DRILL MACHINE-1, WOODEN SAW-1, GAS WELDING PLANT-1, GRINDING MACHINE-1
	New
	Standard
	1992-2000
	100%
	926,350

	POWER HOUSE
	 GAS GENERATORS
	4
	MAKE: USA(CATER PILLER 3516B)  
	New
	Standard
	2003-4
	100%
	84,000,000

	
	COOLING TOWER
	4
	MAKE: LIANG CHI IND
	New
	Standard
	2003-4
	100%
	1,140,720

	
	TRANSFORMERS
	2
	MAKE: PEL 3000KVA
	New
	Standard
	2003
	100%
	11,640,000

	
	HT PENAL
	5
	MAKE: PEL 
	New
	Standard
	2003
	100%
	

	
	COOLING WATER PUMP
	4
	MAKE: KSB
	New
	Standard
	2003
	100%
	

	
	LT PENAL
	2
	MAKE: PEL 4000 KVA
	New
	Standard
	2003
	100%
	

	
	WATER TURBINE
	1
	MAKE:KSB
	New
	Standard
	2003
	100%
	436,500

	ELECTRIC
	 DIESEL GENERATORS
	2
	MAKE: USA(CATER PILLER 3512)
	New
	Standard
	2001
	100%
	18,912,090

	
	TRANSFORMER
	6
	MAKE: PEL  TOTAL 4580 KVA
	
	
	1992-2004
	
	6,921,920

	
	LT PENAL,PFI UNIT,HT PENAL,INVERTORS,MDI CONTROLLER, PDB, LDB ETC
	
	Make: PEL
	
	
	1992-2004
	
	

	WEIGHING SCALE
	DIGITAL SCALE
	9
	MAKE: JAPAN 
	New
	Standard
	1992-2005
	100%
	194,000

	BLOW ROOM
	AUTO PLUCKER
	1
	MAKE: CHINA 
	New
	Standard
	2004
	100%
	354,050

	
	UNIMIX B70
	1
	MAKE: SWITZERLAND(RIETER)
	
	
	2004
	
	1,843,000

	
	LOPTEX
	2
	MAKE: ITALY
	
	
	2004
	
	10,483,777

	
	 B11(OPENER +CLEANER)
	1
	MAKE: SWITZERLAND(RIETER)
	
	
	2004
	
	16,075,810

	
	CONDENSOR
	1
	MAKE: CHINA 
	
	
	2004
	
	6,000,000

	
	MINI PORCUPINE
	1
	MAKE: CHINA
	
	
	2004
	
	

	
	FINE BEATER(FC1)
	1
	MAKE: ENGLAND(CROSROL)
	
	
	2004
	
	

	
	A20
	1
	MAKE: SEITZWELAND(RIETER)
	
	
	2004
	
	

	
	TV FANS
	7
	MAKE: (SWISS )
	
	
	2004
	
	

	CARD
	CARD MACHINES 
	14
	MAKE: SWITZERLAND(RIETER C51H)
	New
	Standard
	2004
	100%
	80,000,000

	
	CHUTE FEED
	11
	MAKE: SWITZERLAND(RIETER A70)
	
	
	2004
	
	

	
	MISC.
	
	
	
	
	2004
	
	

	DRAWING
	BREAKER D/F
	4
	MAKE: JAPAN(CHERRY 800)
	New
	Standard
	2004
	100%
	13,000,000

	
	FINISHER D/F
	4
	MAKE: SWISS(RIETER RSBD35)
	
	
	2004
	
	18,400,000

	SIMPLEX
	SIMPLEX
	4
	MAKE: JAPAN(TOYODA FL100)
	New
	Standard
	2004-6
	100%
	33,227,177

	COMBER
	COMBER M/C
	9
	MAKE: SWITZERLAND(RIETER)
	New
	Standard
	2004-5
	100%
	57,500,800

	
	FILTER
	1
	MAKE: SWITZERLAND
	
	
	2004
	
	1,200,000

	
	LAP FORMER
	2
	MAKE:SWITZERLAND(RIETER)+ENGLAND(MARZOLI)
	
	
	2004-5
	
	8,299,000

	RING
	RING FRAMES 
	27
	MAKE: CHINA(EJM 168) WITH SKF DRAFTING,NOVIBRA SPINDLES & HKH HANGER
	New
	Standard
	2004
	100%
	111,778,092

	
	COMPACT RING FRAMES 
	7
	MAKE: GERMANY(SUESSEN) +SPAIN(PINTER )
	
	
	2005-6
	
	

	
	OVER HEAD BLOWERS
	19
	MAKE: PAK+CHINA
	
	
	2004
	
	

	
	MISC.
	
	DUST COLLETOR, OILING M/C ETC
	
	
	2004
	
	7,200,000

	A/CONE
	A/CONE WITH QUANTUM
	6
	MAKE: JAPAN MURATA 21C
	New
	Standard
	2004-5
	100%
	54,234,000

	
	OVER HEAD BLOWERS
	6
	MAKE: JAPAN (LUWA+MURATA)
	New
	Standard
	2004-5
	100%
	1,900,000

	AIR CONDITIONER
	B/R TO RING
	3
	MAKE:PAK( CONAIR)
	New
	Standard
	2004
	100%
	5,000,000

	AIR COMPRESSORS
	COMPRESSOR
	4
	MAKE: GERMAN ALUP
	New
	Standard
	2004
	100%
	3,992,000

	Department
	Machinery
	No. of Units
	Manufacturer
	Condition
	Capicity
	Year of Purchase
	Utilization
	Rupee Cost

	DYEING UNIT

	SOFT WINDING
	PRE- ASSEMBLER
	2
	MAKE SWITZERLAND SSM
	New
	Standard
	1996-2004
	100%
	8,000,000

	PRESSING
	LOT PRESSING MACHINE
	2
	HIGH CAPACITY STAMPING PRESS
	New
	Standard
	1996
	100%
	1,552,000

	DYEING
	DYEING MACHINE
	4
	MAKE : SCHOLL POOZ &FONG CAPACITY 1400 KG WITH ONE SAMPLING MACHINE
	New
	Standard
	1996-2002
	100%
	24,700,000

	
	OVER HEAD CRANE
	1
	MAKE: GERMANY
	
	
	1996
	100%
	543,200

	DRYING
	HYDRO
	1
	MAKE: GERMANY
	New
	Standard
	1996
	100%
	242,500

	
	DRYING
	2
	MAKE : ITALY & UK
	
	
	1996-2005
	
	5,314,000

	RE-WINDING
	AUTO CONE
	2
	MAKE : JAPAN
	New
	Standard
	1996-2002
	100%
	8,730,000

	
	MANUAL WINDER
	2
	MAKE : JAPAN + CHINA
	New
	Standard
	1996
	100%
	1,164,000

	BOILER
	BOILER 3 TONNS
	1
	MAKE: GRESHEEMS
	New
	Standard
	1996
	100%
	3,000,000

	AIR COMPRESSORS
	AIR COMPRESSORS
	3
	MAKE: GERMANY & KOREA
	New
	Standard
	1996
	100%
	1,222,200

	RESEARCH 

& DEVELOP. 

CELL
	MISC LAB EQUIPMENTS
	
	ROACHES DYEING; SCHOLL DYEING MACHINE;  MACBETH COMMOTOR CALARD;  FADOMETER; CROLMETRE; LIGHT BOX VERIVIDE; SAMPLE DRYER,SAMPLE FONG DYEING MACHINE; CIRCULAR KNITTING MACHINE; FLAT KNITTING MACHINE; FORTK LFITER; SPECTROMETER
	New
	Standard
	1996
	100%
	6,887,000

	 
	 
	
	Grand Total:                                                                    1,076,020,059


4.9
EXPANSION PLAN – 7,200 ADDITIONAL SPINDLES

In view of the successful performance of the Company from its existing operations whereby the Company is entrenched in the US and Far-Eastern markets with a brand name catering to a wide variety of customers, the Company now intends to leverage its existing relationships and product knowledge, to penetrate the European market. Hence the management has decided to increase capacity through installation of additional 7,200 spindles. These spindles are to be imported mainly from Reiter, Switzerland, whilst the remaining will be imported from Japan. Through the expansion, the Company aims to achieve economies of scale. It has the self-power generation capability, labor, and land to support the expansion. The envisaged cost efficiencies obtained through expansion will make the Company more prices competitive in the international markets, where a cut-throat environment is evolving in wake of the new WTO trade regime.

4.10
EXPANSION COST AND SOURCE OF FINANCING

The total cost of the Company’s expansion project is estimated to be approximately Rs.295.121 million (not including the initial working capital requirements/ miscellaneous expenses), all of which will be financed through the proceeds of the IPO. The balance proceeds of the IPO will be utilized for financing initial working capital requirements/miscellaneous expenses of the Company. 

4.10.1
Estimated Expansion Cost and Means of Finance

	Item
	Total Amount (Rs.)

	Civil Works
	

	Building
	51,000,000

	Plant and Machinery
	

	      Imported  Note1
	224,121,921

	      Local
	20,000,000

	Sub-Total
	295,121,921

	Initial Working Capital/ Miscellaneous Expenses
	17,378,079

	TOTAL
	312,500,000

	Source of Finance
	

	Public Subscription
	312,500,000



Note 1:
Costs include incidentals (customs, taxes, etc.)

	Importation Cost
	Rate                  (%)
	Amount                (Rs.)

	L/C Commission and Charges
	0.27%
	565,541



	Bank Charges
	0.20%
	418,919

	Custom Clearing Charges
	0.30%
	628,379

	Insurance
	0.22%
	460,811

	Inland Freight
	0.51%
	1,068,245

	Import Duty
	5.00%
	10,472,987

	Others
	
	0.50%
	1,047,299

	Sub-Total
	7.00%
	14,662,182

	Cost of Machinery
	
	209,459,740

	GRAND TOTAL
	
	224,121,921


4.11
CIVIL WORKS

The Company’s expansion project of 7,200 additional spindles will be housed within the same premises of the existing manufacturing facility. The construction cost estimated by the Company for the erection of new spindles is PKR 51 million. Hira’s existing manufacturing facility is located at 8-km Manga Raiwind Road, Raiwind District, Kasur on a total area of 19.1125 acres of free hold land, purchased and owned by the Company.

4.12
IMPLEMENTATION SCHEDULE

	Activity
	
	Status

	Building & Civil Works
	Already Started*

	Establishment of L/C’S
	Feb/March 2007

	Arrival of Machinery at Site
	By July 2007

	Purchase of Machinery on Local Market
	By June 2007

	Start of Trial Production           
	By August 2007

	Start of Commercial Production
	By September 2007


*Note:  Boundary wall and ground leveling has been completed and civil work will commence upon the opening of L/Cs.

4.13
PLANT AND MACHINERY

4.13.1
IMPORTED PLANT & MACHINERY

The imported, brand-new plant and machinery for this project worth Rs. 224,121,921 (inclusive of import incidentals) has been invoiced at the most competitive rates from a number of international suppliers. The entire plant and machinery is expected to arrive at the site by July 2007.

Complete details of imported plant and machinery:

	Invoice       #
	Machinery
	No. of Units
	Manufacturer
	Condition
	Capacity
	Utilization
	Currency
	Amount                          ( in PKR)

	17043141
	 - Uniclean B11
	1
	Switzerland
	New
	Standard
	100%
	CHF
	2,034,158

	17043141
	 - Unimix B 70
	1
	Switzerland
	New
	Standard
	100%
	CHF
	3,213,985

	17043141
	 - Uniflex B 60
	1
	Switzerland
	New
	Standard
	100%
	CHF
	2,210,405

	17043141
	 - Condensor A 21
	1
	Switzerland
	New
	Standard
	100%
	CHF
	405,053

	17043141
	 - Various Accessories
	1
	Switzerland
	New
	Standard
	100%
	CHF
	246,727

	17043141
	 - Cards C 60
	2
	Switzerland
	New
	Standard
	100%
	CHF
	7,939,546

	17043141
	 - Feed Chute to Card C 60
	2
	Switzerland
	New
	Standard
	100%
	CHF
	1,596,597

	17043141
	 - Can Coiler CBA-4
	2
	Switzerland
	New
	Standard
	100%
	CHF
	996,727

	17043141
	 - Various Accessories # 1
	1
	Switzerland
	New
	Standard
	100%
	CHF
	2,155,855

	17043141
	 - Various Accessories # 2
	1
	Switzerland
	New
	Standard
	100%
	CHF
	1,016,963

	17043141
	 - Pneumatic Fiber Conveyance
	1
	Switzerland
	New
	Standard
	100%
	CHF
	2,740,350

	17043141
	 - Electric Control for Blowroom and Cards
	1
	Switzerland
	New
	Standard
	100%
	CHF
	1,150,468

	17043141
	 - ComfroSpin K 44 Spinning Machine
	6
	Switzerland
	New
	Standard
	100%
	CHF
	111,521,056

	17043141
	 - Various Accessories Ring Spinning Machines
	1
	Switzerland
	New
	Standard
	100%
	CHF
	310,030

	17043141
	 - Various Accessories (Jacking Device)
	1
	Switzerland
	New
	Standard
	100%
	CHF
	204,448

	17043141
	 - Erection
	Included
	
	
	
	
	

	17043141
	 - Training 
	1
	Switzerland
	
	
	CHF
	1,066,744

	PL-2006073
	 - Drawing Breaker
	1
	Japanese
	New
	Standard
	100%
	Yen
	2,397,797

	PL-2006073
	 - Simplex FL 100
	2
	Japanese
	New
	Standard
	100%
	Yen
	14,488,814

	PL-2006073
	 - Autoconers Murata
	3
	Japanese
	New
	Standard
	100%
	Yen
	30,610,169

	2006/03/009
	 - Luwa Humidification
	1
	Switzerland
	New
	Standard
	100%
	CHF
	23,153,846

	
	
	
	
	
	
	Sub-Total
	209,459,740

	                          Import Incidentals
	
	
	
	
	
	
	14,662,182

	
	
	
	
	
	
	TOTAL
	224,121,921


4.13.2
LOCAL PLANT & MACHINERY

Besides imported plant and machinery, the project also constitutes locally manufactured equipment, all of which is brand new. The purchase of local machinery will commence in June 2007. Detail of local machinery is given below:

	Type of Machinery
	Cost (Rs.)

	Cables/Miscellaneous
	15,000,000

	LT and HT Panels
	5,000,000

	Total
	20,000,000


4.14
FUTURE STRATEGY 

The future strategy of the Company is to consolidate and then to vertically integrate downstream into value added products of Home textiles like towels, bed linen, denim etc. This would complement the spinning, doubling and the yarn-dyeing unit in terms of the consumption of in-house production. Hence the Company is undertaking the expansion, which will enable it to make further inroads into the niche yarn market of Europe. Moreover the Company is also investing in a terry towel project through a separate company Hira Terry Mills Ltd in which the Company will invest 50% of the equity. The terry project will provide the Company a stepping stone into the home textile sector. . 

Hira’s goal is to produce specialized products catering to the specific requirements of its buyers. The Company has geared itself for the expansion, through product innovation and employment of a qualified technical team. In line with its strategy, the Company will continue to focus on producing a variety of niche yarns through use of fine quality cotton procured from Giza, US, Central Asia, Australia, Brazil and India instead of making conventional yarn products usually made from local raw material.

The next 5-10 years plan of the Company is to incrementally expand its manufacturing facilities, to achieve economies of scale and to further explore areas in home textiles such as the bed linen sector. The Company views product diversification and innovation as the key to its future growth.  The listing of Hira on the Stock Exchanges will expand the financing horizon which is the first step towards the implementation of this strategy. 

Financial Highlights of Hira Terry Mills Limited

As on 30-06-2006

As per Audited Accounts 

	Fixed Assets
	463,088,710

	Current Assets
	37,597,007

	Total Assets
	500,685,717

	Less Long term Liabilities
	257,596,642

	Less Current Liabilities
	22,884,857

	Net  Capital Employed
	220,204,218

	Represented By
	

	17,120,000 Shares of 10 each
	171,685,823

	Share deposit money
	49,004,218

	
	


4.15
RISK FACTORS

The following risk factors that may affect the returns on investment in the Company should be considered carefully before making any investment decision:

Instrument Specific Risk 

(a) Capital Market Risk: All capital market investments are subject to market fluctuations that arise due to the demand and supply for scrips. However, market dips do not necessarily imply that the Company is fundamentally unsound, and the long-term market trend is an upward one.

(b) Liquidity Risk: Investors face the possible risk of not being able to sell their shares on the secondary market without adversely affecting the price. This risk is mitigated by the fact that the Company’s shares will be listed on the Stock Exchanges that will enhance the liquidity of the Company’s shares by facilitating secondary market trades.

Company Specific Risk 
(c) Economic Risk: An individual company, operating within an individual sector, may be adversely affected by the declining macroeconomic performance of the country. This risk is mitigated by the robust economic growth represented by an actual GDP growth rate of 6.6% for 2005-06
.

(d)  Regulatory Risk: The risk of imposition/enhancement of duties, taxes and other levies that can impede business growth. The regulatory risk is mitigated by the GOP’s pro-textile policies. This is evident from the zero percent sales tax rating (SRO No: 500(1) of Sales Tax Dated 12-06-2004) allowed by the government on cotton and the textile plant and machinery. In addition, cotton trade has been completely deregulated since 1992, and enables textile manufacturers to import cotton in times of shortage or to meet their quality requirements.

(e) Market competition: The Company may face competition from both local and international companies hence being unable to grow sales and effectively utilize existing and enhanced capacity. This risk is mitigated by the concerted efforts of Hira to diversify its client base through entry into new markets. It has already established long term relationships in the Far East and US market, where the Company is able to obtain premium pricing. As a result, no single buyer accounts for more than 15% of the exports of Hira. The Company also maintains a strong presence in the local market due to which, even though yarn prices fell in the export markets during FY 2005, the Company managed to increase its total sales. The planned expansion will enable the Company to target mostly European clients, and further diversify its customer base.
(f) Disruption in the Supply of Raw Material: Cotton is the major raw material and accounts for nearly 60% of the total cost of sales of Hira. Any disruption in the supply of raw cotton and escalation in prices can seriously jeopardize Company’s competitive position. Hira has mitigated this risk through a pro-active cotton procurement policy. In order to minimize procurement costs and ensure a stable supply of premium quality cotton, consistent with its marketing and production strategy, the Company stocks up its requirement for the full year in advance through heavy buying in futures contracts at cheap prices. In addition, the Company has diversified its supplier base through purchasing cotton from various sources around the world including USA, Australia, Egypt etc. Moreover the Company maintains a 50% ratio of local and imported cotton.
(g) Exchange Rate Risk: The risk of rupee devaluation, which could have an adverse impact on profitability since Hira is mainly an export based company. This risk is mitigated by the fact that not only are the Company’s revenues based on foreign exchange but Hira also uses imported cotton hence costs and revenues are likely to move in tandem. This risk is additionally mitigated by the Company’s policy to enter into forward contracts. Moreover the Company also has a local sale which helps to mitigate exchange rate risks further. On the other hand, a weaker rupee improves the price competitiveness of textile products in the international markets, hence, mitigating the pressure on margins arising from increased cost of raw material
(h) Performance and Management Risk: The risk of a change in the key members of the management, who are the key driving force behind the success and growth of the Company. Hira has focused on developing a professional management team to look after the different areas of operations thus ensuring a robust management structure not dependent on any single individual. The responsibilities have been clearly delegated between different levels and areas of management. More importantly, the top management has a long term vision and commitment, which has taken the Company to the next level of high growth through product and market diversification.
(i) Inflationary Risk: The Company’s operation in the textile sector could face an inflationary impact as with all other sectors of the economy. Higher inflation rates can affect capital markets, but the State Bank of Pakistan mitigates this phenomenon, to some extent, as it takes necessary steps to curb inflation. 

(j) Risk of Financial Projections: The Company is exposed to risk of financial projections as given in the Feasibility Report dated November 2, 2006. However in order to mitigate its effects the company has carried out sensitivity analysis on its projections and accordingly exercises stringent controls on all the critical areas that may materially affect its projected results.

(k)  WTO Regime:  The advent of WTO regime has posed new challenges for the industry. The company has made plans to keep pace with the changing world economy. In order to compete in the world economy the company is trying to enhance the quality of its products by introduction of latest state of the art machinery and reduce its cost of production through expansion and achieving economies of scale through mass production.
(l) Investment Risk:  The Company can face investment risk due to investment in a single line of business. This risk is catered for by the management through making investment in vertical integration.
(m) Risk Associated with Obsolescence of Machinery: The rapid changes in the technologies effects the performance of the Company in current era of the open trade. The Company mitigates its risk associated with obsolescence of machinery through a plan of continuous improvement in its machinery line and introduction of new state of the art machinery and replacing the older ones.
(n) Risk involved in the event of the Company defaulting in repayment of the long term loan facility obtained from Habib Bank Limited on which the Company has currently benefited a waiver of Rs. 116 Million. The Company has good credit standing with its creditors as proven in the previous years and proposed value addition in the Company will further strengthen the Company’s capabilities of paying its creditors.  

Note: It is stated that all material risk factors with respect to this issue have been disclosed and     that nothing has been concealed.
PART 5

5. Financial information

5.1
Auditors Report under section 53(1) read with clause 28 of section 2 part 1 of the second Schedule to the Companies Ordinance, 1984 for the purpose of inclusion in the prospectus of Hira Textile Mills Limited

October 04, 2006

Ref. No. Lhr- 194/06

The Board of Directors

Hira Textile Mills Limited

44-E/1, Gulberg - III

Lahore

Ladies and Gentlemen,

Auditor's report under  section  53 (1)  read  with  clause  28  of  section   2  part  I  of  the  Second Schedule to the  Companies  ordinance, 1984  for the purpose of inclusion in the  prospectus for public offer of ordinary shares of Hira Textile Mills Limited for each of the three financial years ended September 30, 2002 to 2004, the nine months period ended June 30, 2005 and the financial year ended June 30, 2006.

In accordance with Section 53(1) read with clause 28(1) of Section 2 of part 1 of the Second Schedule of the Companies Ordinance, 1984 we report that:

1. The assets and liabilities of the Company as at June 30, 2006:

	ASSETS
	
	June 30, 2006

Rupees



	Property, plant and equipment
	
	1,413,721,451 

	Long term investment
	
	89,078,888 

	Long term deposits
	
	4,850,099 

	Stores, spares and loose tools
	
	54,671,046 

	Stock in trade
	
	550,584,682 

	Trade Debts
	
	93,662,893 

	Advances
	
	45,010,505 

	Deposits and short term prepayments
	
	6,380,206 

	Other receivables
	
	7,428,715 

	Sales Tax Refundable
	
	13,813,663 

	Cash and bank balances
	
	26,271,847 

	
	
	 
	
	2,305,473,995


	LIABILITIES
	
	

	Long term financing
	
	145,579,941

	Non participatory redeemable capital
	
	349,720,000

	Liabilities against assets subject to finance lease
	
	120,109,308

	Deferred liabilities
	
	2,714,549

	Trade and other payables
	
	79,189,544

	Interest accrued on loans and other payables
	
	27,678,774

	Short term bank borrowings
	
	534,463,480

	Current portion of long term liabilities
	
	86,349,667

	
	
	1,345,805,263

	NET ASSETS
	
	959,668,732


REPRESENTED BY:






	Issued, subscribed and paid up capital
	
	465,520,000

	Share premium
	
	20,000,000

	Unappropriated Profit
	
	256,019,042

	Surplus on revaluation of property, plant and equipment
	
	218,129,690

	
	
	959,668,732


2. Profit and loss accounts of the Company for each of the four years from September 30, 2002 to September 30, 2004, the nine months periods ended on June 30, 2005 and the financial year ended June 30, 2006 are as follows: 

    Amount in Rupees

	
	Year ended 
June 30, 2006
	Nine months
ended June 30, 2005
	Year Ended September 30

	
	
	
	2004
	2003
	2002

	
	
	
	
	
	

	Sales
	1,743,871,269
	1,158,989,076
	1,219,595,553
	901,047,640
	847,033,116

	Cost of goods sold
	(1,428,843,794)
	(948,358,636)
	(1,025,073,506)
	(776,361,644)
	(726,756,061)

	Gross Profit
	315,027,475
	210,630,440
	194,522,047
	124,685,996
	120,277,055

	
	
	
	
	
	

	Other Operating Income
	23,312,250
	116,592,713
	68,370
	518,598
	293,117

	
	
	
	
	
	

	Operating Expenses
	
	
	
	
	

	Administrative Expenses
	(28,636,905)
	(14,310,692)
	(17,834,373)
	(13,013,951)
	(12,846,940)

	Distribution cost
	(39,061,443)
	(32,456,612)
	(40,896,760)
	(28,883,764)
	(30,962,428)

	
	(67,698,348)
	(46,767,304)
	(58,731,133)
	(41,897,715)
	(43,809,368)

	
	270,641,377
	280,455,849
	135,859,284
	83,306,879
	76,760,804

	
	
	
	
	
	

	Other operating expenses
	(6,414,774)
	(4,910,682)
	(4,340,725)
	(1,994,791)
	(843,206)

	Financial cost
	(157,465,901)
	(63,821,781)
	(49,044,778)
	(43,411,061)
	(59,896,682)

	
	(163,880,675)
	(68,732,463)
	(53,385,503)
	(45,405,852)
	(60,739,888)

	Net profit before taxation
	106,760,702
	211,723,386
	82,473,781
	37,901,027
	16,020,916

	
	
	
	
	
	

	Provision for Taxation
	
	
	
	
	

	Current
	(16,698,582)
	(8,490,983)
	(10,506,457)
	(7,505,945)
	(7,202,165)

	Prior
	475,497
	-
	(1,290)
	(502,839)
	-

	
	(16,223,085)
	(8,490,983)
	(10,507,747)
	(8,008,784)
	(7,202,165)

	
	
	
	
	
	

	Net profit after taxation
	90,537,617
	203,232,403
	71,966,034
	29,892,243
	8,818,751

	
	
	
	
	
	

	Unappropriated profit brought forward
	390,681,560
	183,416,207
	100,163,922
	63,439,110
	47,428,181

	Prior Period Error
	-
	(4,008,503)
	-
	-
	-

	
	
	
	
	
	

	Profit available for appropriation
	481,219,177
	382,640,107
	172,129,956
	93,331,353
	56,246,932


	
	
	
	
	
	

	(Appropriation)/Adjustments:
	
	
	
	
	

	Issue of Bonus Shares of Rs. 10 each
	(235,520,000)
	-
	-
	-
	-

	Adjustment of depreciation on incremental value rising on revaluation of property, plant & Equipment
	10,319,865
	8,041,453
	11,286,251
	6,832,569
	7,192,178

	
	(225,200,135)
	8,014,453
	11,286,251
	6,832,569
	7,192,178

	
	
	
	
	
	

	Unappropriated Profit Carried Forward
	256,019,042
	390,681,560
	183,416,207
	100,163,922
	63,439,110

	
	
	
	
	
	

	Earning Per Share
	1.94
	4.37
	4.76
	1.99
	0.59


5.2
CONTINGENCIES AND COMMITMENTS

In case of default in payment of rescheduled loan from Habib Bank Limited, the restructured package would automatically stand cancelled and consequently the original terms of loan shall apply. In such case an amount equal to adjustment of finance cost i.e. Rs. 116,466,477 shall be payable by the Company. Attention is also drawn to note 17.1 of the financial statement.

GUARANTEES:                                                                                                                         
    Rupees

	Habib Bank Limited
	a.
	22,223,190

	First Dawood Investment Bank Limited
	b.
	70,000,000

	
	
	92,223,190


a. Guarantee issued by the Habib Bank Limited to Sui Northern Gas Pipelines Limited on behalf of the Company.

b. Guarantee issued by the First Dawood Investment Bank Limited in respect of non participatory redeemable capital on behalf of the Company.

5.2.1
COMMITMENTS:                                                                                                                        

	Letter of Credit for import of Plant and Machinery
	9,141,679

	Letter of Credit for import of raw material
	70,788,617

	Letter of Credit for import of stores and spares and loose tools
	857,057

	
	80,787,353


Yours truly,

Sd.


M. Yousuf Adil Saleem & Co.

Chartered Accountants

5.3
HIRA BREAK-UP VALUE CERTIFICATE

Ref: Lhr-195/06

October 04, 2006

The Board of Directors

Hira Textile Mills Limited

44-E/1, Gulberg - III

Lahore

Gentlemen,

AUDITORS’ CETIFICATE ON BREAK UP VALUE PER SHARE

Based on the audited financial statement for the period ended June 30, 2006, the break-up value of an ordinary share of Rs. 10 each of M/s. Hira Textile Mills Limited as at June 30, 2006 has been worked out as follows:

	
	Rupees

	Share Capital
	465,520,000

	Share Premium
	20,000,000

	Unappropriated Profit
	256,019,042

	
	741,539,042

	Surplus on revaluation of property, plant and equipment
	218,129,690

	
	959,668,732

	Number of ordinary shares
	46,552,000

	Break-up value per share (without taking effect of surplus on revaluation of property, plant and equipment)
	15.929

	Break-up value per share (with taking effect of surplus on revaluation of property, plant and equipment)
	20.615


Yours truly,


Sd.


M. Yousuf Adil Saleem & Co.

Chartered Accountants

Management Note: The revised break up value of the Company is given under scenario below. The “Post IPO Scenario” gives the break-up value on the basis of 71,552,000 shares subscribed. The given scenario use un-appropriated profit of the Company as at June 30, 2006.

	Post-IPO Scenario:
	

	Issued, subscribed and paid up share capital (Rs.)
	715,520,000

	Un-appropriated profit (Rs.)
	256,019,042

	Share Premium
	82,500,000

	Total Share Capital and Reserves (Rs.)
	1,054,039,042

	
	

	Surplus on revaluation of Property, plant and equipment
	218,129,690

	
	

	Number of Ordinary Shares Issued
	71,552,000

	Break-up Value per Ordinary Share (without taking effect of surplus on revaluation of Property Plant and Equipment)
	14.73

	
	

	Break-up Value per Ordinary Share (with taking effect of surplus on revaluation of Property Plant and Equipment)
	17.78


5.3
AUDITORS CERTIFICATE ON ISSUED, SUBSCRIBED, AND PAID UP CAPITAL OF THE COMPANY

Ref: Lhr-193/06

October 04, 2006

The Board of Directors

Hira Textile Mills Limited

44-E/1, Gulberg - III

Lahore

Gentlemen,

AUDITORS’ CERTIFICATE ON ISSUED, SUBSCRIBED AND PAID-UP CAPITAL OF THE COMPANY

We confirm from the books and records of Hira Textile Mills Limited that the issued, subscribed and paid-up capital as at June 30, 2006 were as follows:

	Number of Shares
	
	Rupees

	
	
	

	23,000,000
	Ordinary shares of Rs. 10/- each fully paid in cash.


	230,000,000

	
	
	

	23,552,000
	Ordinary shares of Rs. 10/- each issued as fully paid bonus shares
	235,520,000

	
	
	

	46,552,000
	
	465,520,000


Yours truly,

Sd.


M. Yousuf Adil Saleem & Co.

Chartered Accountants


PART 6

6. management and related matters

6.1
BOARD OF DIRECTORS & COMPANY SECRETARY OF THE COMPANY

	Name, Address, Personal Details
	Designation
	Directorship in Other Companies 

	Mr. Muhammad Umar Virk

8-C, New Muslim Town

Lahore

NIC #: 35200-1463588-9

	Chairman


	Hira Terry Mills Ltd.

	Mr. Nadeem Aslam Butt

6/A -C Ghalib Road, Gulberg II, Lahore

NIC #: 35200-1418404-9


	Chief Executive
	Hira Terry Mills Ltd. 

	Mrs. Shahnaz Umar

8-C, New Muslim Town

Lahore

NIC #: 35200-1411160-4


	Director
	NIL

	Mr. Umair Umar

8-C, New Muslim Town

Lahore

NIC #: 35200-1463590-7


	Director
	Hira Terry Mills Ltd. 

	Miss Umaira Umar

8-C, New Muslim Town

Lahore

NIC #: 35200-1411162-2


	Director


	NIL

	Mrs. Sadiya Umair
8-C, New Muslim Town

Lahore

NIC #: 36302-2749373-8


	Director


	NIL

	Mr. Saeed Ahmad Khan

44-E/1, Gulberg – III

Lahore

NIC #: 35202-4584242-1


	Director


	NIL



	Mr. Saeed Ahmad Khan

44-E/1, Gulberg – III

Lahore

NIC #: 35202-4584242-1


	Company Secretary
	NIL




6.2
DIVIDEND RECORDS OF OTHER LISTED COMPANIES IN WHICH DIRECTORS HOLD DIRECTORSHIPS

The Directors of the Company do not serve as directors in any listed Companies.

6.3
OVERDUE LOANS

There are no overdue loans (local or foreign currency) on the Company or its Directors. 

6.4
MANAGEMENT PROFILE

6.4.1
Mr. Muhammad Umar Virk

Mr. Muhammad Umar Virk is the Chairman and founder of Hira. He has been the driving force behind the Company and has played a powerful role in its expansion. He completed his degree in textile engineering in 1976. Mr. Virk began his career as a textile professional and developed it into a thriving career by working for well-known textile mills. 

Mr. Muhammad Umar Virk is a qualified & seasoned professional having over twenty-five years of experience in the textile trade and industry. He is a well-known and vibrant figure in the textile field due to his technical and entrepreneurial capabilities. 

He is being paid a monthly remuneration of Rs. 130,000 in the capacity of Chairman along with other benefits as per Company policy. He is not entitled to any compensation for loss of office of Chairman.

6.4.2
Mr. Nadeem Aslam Butt

Mr. Nadeem Aslam Butt is the Chief Executive Officer of Hira. He is a Mechanical Engineer from the USA and has completed his MBA from the Lahore University of Management Sciences. He is a professional having relevant experience of over 17 years in the textile trade and industry. His major strengths lie in Finance and Marketing. Mr. Butt also has vast experience working with large textile groups in the country.

He is being paid a monthly remuneration of Rs. 91,391 in the capacity of Chief Executive along with other benefits as per Company policy. He is not entitled to any compensation for loss of office of Chief Executive.

6.4.3
Mrs. Shahnaz Umar

Mrs. Shahnaz Umar has acquired her M.Sc in mathematics from Punjab University, Lahore. She has been a non-executive director of the Company since its incorporation. Mrs. Umar is not being paid any salary in the capacity of a Director in Hira.

5.4.4
Mr. Umair Umar

Mr. Umair Umar who is the Marketing Director has graduated from Bentley College, USA specializing in Economics and Finance. Mr. Umair has been successfully associated with Hira for two years. Owing to his expertise and skills in marketing, he is diligent in representing the Company all over the world. He is focusing on expanding Hira Textile Mills Limited to new and more profitable markets.  He is not being paid any salary in the capacity of a Director in Hira.

6.4.5
Miss Umaira Umar

Miss Umaira joined the group in 2004 after graduating from Bentley College, USA. Since then she has been instrumental in presenting innovative ideas and implementing them to make the Company more cost effective and profitable. She is working as Director Finance in the Company and is not being paid any salary in the capacity of a Director in Hira.

6.4.6
Mrs. Sadiya Umair

Mrs. Sadiya Umair has done her Masters in Fine Arts from Multan College of Arts. She is not being paid any salary in the capacity of a Director in Hira.

6.4.7
Mr. Saeed Ahmad Khan

Mr. Saeed Ahmad Khan is working as Director Accounts in Hira Textile Mills Limited. He is a qualified Cost and Management Accountant (ACMA) having over twenty-five years of relevant experience in various companies. Mr. Saeed joined the Company in February 18, 1999 and led the Company to achieve future targets. He is not being paid any salary in the capacity of a Director in Hira. 
Mr. Saeed has also been appointed as Company Secretary of Hira. He is paid a monthly salary of Rs. 42,973. No compensation is payable to him for the loss of office. 

6.5
NUMBER OF DIRECTORS

Pursuant to Section 178 of the Ordinance, the number of directors of the company shall not be less than seven. At present, the Company’s Board of Directors consists of seven directors. 

6.6
QUALIFICATION OF DIRECTORS

The qualification of a Director, as per Article 48 of the Company’s Articles of Association, shall be a member of the Company holding shares of a nominal value of Rs. 5,000 in his/her own name relaxable in the case of Directors representing interest holding shares of the requisite value. 

6.7
REMUNERATION OF THE DIRECTORS

Pursuant to the Article 49 of the Articles of Association of the Company, the remuneration of a Director for performing extra services, including holding the office of Chairman, and the remuneration paid to any Director for attending meetings of the Directors or a committee of Directors shall from time to time be determined by the Board of Directors in accordance with law.  

6.8
BENEFITS TO THE PROMOTERS AND OFFICERS

No amount of benefits has been paid or given during the last two years or is intended to be paid or given to any promoter or to any officer of the Company other than as remuneration for services rendered as whole-time executives of the Company and the remuneration for services shall be borne by the Company. 

6.9
INTEREST OF DIRECTORS

The directors may be deemed to be interested to the extent of fees payable to them for attending Board meetings. The Directors performing whole time service to the Company may also be deemed interested in the remuneration payable to them from the Company. The Directors may also be deemed to be interested, to the extent of any shares held by each of them in the Company, the dividends to be declared on their shareholding in the Company. 

6.10
INTEREST OF DIRECTORS IN PROPERTY ACQUIRED BY THE COMPANY

None of the Directors of the Company have or have had any interest in any property acquired by the Company. 

6.11
ELECTION OF DIRECTORS

The Directors shall comply with the provisions of Sections 174 to 178, 180, and 184 of the Ordinance, relating to the election of Directors and matters ancillary thereto. A Director elected under Section 178 of the Ordinance shall hold office for a period of three years unless he earlier resigns, becomes disqualified from being a Director or otherwise ceases to hold office. A retiring Director shall be eligible for re-election, and shall act as Director until his/her successor is elected. 

Unless the number of persons who offer them-selves to be elected is not more than the number of Directors fixed under Article 45 of the Companies Articles of Association, The Directors shall be elected in the following manner:

(a) A member shall have such number of votes as is equal to the product of the number voting shares or securities held by him/her and the number of Directors to be elected;

(b) A member may give all his votes to a single candidate or divide them between more than one of the candidates in such manner as he/she may chose; and

(c) The candidate who gets the highest number of votes shall be elected, followed by the candidate who gets the second highest number of votes, and so on until all the total number of Directors to be elected has been elected. 

The present Directors of the Company were elected on March 31, 2004 for a period of three years. 

6.12
VOTING RIGHTS

On a show of hands, every member present in person shall have one vote except for election of Directors in which case the provisions of Section 178 of the Ordinance shall apply. On a poll, every member shall have voting rights as laid down in Section 160 of the Ordinance.    
6.13
BORROWING POWERS

Subject to the provisions of the Ordinance the Board of Directors may from time to time borrow any money for the purposes of the Company from its members or from any other person, firms, companies, corporations, Government Agencies, institutions or the Directors may themselves lend moneys to the Company.  

6.14
POWERS OF DIRECTORS

The business of the Company shall be managed by the Directors, who may pay all expenses incurred in promoting and registering the Company, and may exercise all such powers of the Company as are not by the Ordinance or any statutory modification thereof for time being in force, or by the Articles of Association, required to be exercised by the Company in General Meeting. 

6.15
INDEMNITY

Article 104 of the Company’s Articles of Association reads as follows:

“Every officer or agent for the time being of the company may be indemnified out of the assets of the company against any liability incurred by him/her in defending any proceedings, whether civil or criminal, arising out of his dealings in relation to the affairs of the company, except those brought by the company against him/her, in which judgment is given in his favour or in which he/she is acquitted, or in connection any application under Section 488 in which relief is granted by the Court.”

6.16
INVESTMENTS IN ASSOCIATED COMPANIES

The Board of Directors of the Company have passed Special Resolution on May 02, 2005 to make the investment of Rs. 200 million in an associated Company M/s Hira Terry Mills Limited from time to time pursuant to the conditions laid down in the Section 208 of the Companies Ordinance, 1984. The Company has already injected PKR 183 million in the equity of the Company. No resolution other than the above has been passed by the Company for investing in the associated company.

6.16.1
Hira Terry Mills Limited was incorporated on June 23, 2005 under the Companies Ordinance, 1984, as a public limited company. The principal objective of the company is to carry out business of establishing, managing and for manufacturing towels and other hosiery items. 

The company is in the process of development and as such not started commercial operations till the closing of current financial year. The current paid-up capital of the company is PKR 171.20 million comprises of 17.12 million ordinary shares of Rs. 10/- per share.

6.17
INVESTMENTS IN SUBSIDIARIES

The Company has not sponsored nor acquired any subsidiaries nor has any resolution been passed for sponsoring or acquiring any subsidiaries under Section 208 of the Ordinance. 

PART 7

7. Miscellenaeous

7.1
REGISTERED OFFICE/ HEAD OFFICE

44-E/1, Gulberg – III,

Lahore – 54660

Phone: (042) 5714191-4

Fax : (042) 5710048 

Website: www.hiramills.com.pk

7.2
FACTORY ADDRESS

8 km, Manga Raiwind Road,

Raiwind, District Kasur.

Phone: (042) 5392304-07

Fax: (042) 5392308

7.3
BANKERS TO THE ISSUE

Allied Bank Limited

Bank Alfalah Limited

First International Investment Bank Limited

Faysal Bank Limited

Habib Bank Limited

MCB Bank Limited

National Bank of Pakistan

PICIC Commercial Bank Limited

The Bank of Punjab

United Bank Limited

7.4
BANKERS OF THE COMPANY

Habib Bank Limited

MCB Bank Limited

United Bank Limited

National Bank of Pakistan

Saudi Pak Commercial Bank Limited

Faysal Bank Limited

NIB Bank Limited

7.5
AUDITORS OF THE COMPANY

M. Yousuf Adil Saleem & Co.

Chartered Accountants

66 –E, FCC Maratab Ali Road

Gulberg – IV
Lahore – 54660

Phone: (042) 111-552-626

7.6
LEGAL ADVISOR OF THE company

Zafar Iqbal & Raja


Advocates & Legal Consultants


33-C, Main Gulberg,


Lahore.


Phone: (042) 5750208

7,7
LEGAL ADVISOR TO THE ISSUE

Mohsin Tayebaly & Company

Advocates & Legal Consultants

2nd Floor Dime Centre, BC-4 Block 9
KDA Scheme 5, Clifton, Karachi

Phone: (021) 5375658
7.8
FINANCIAL ADVISORS AND ARRANGERS

United Bank Limited

8th Floor, Statelife Building No 1

I.I. Chundrigar Road, Karachi.

Phone: (021) 111-825-111

Arif Habib Securities Limited

2/1, R.Y. 16, Old Queens Road

Karachi.

Phone: (021) 2415213 -15

7.9
COMPUTER BALLOTER & SHARE REGISTRAR

Noble Computer Services (Pvt.) Ltd.

2nd Floor, Sohni Center, BS 5 & 6, 

Main Karimabad, Block-4, Federal B. Area,

Karachi – 75950

Phone: (021) 6801880 -82

Fax:      (021) 6801129

7.10
MATERIAL CONTRACTS

7.10.1
Underwriting Agreements:

	Underwriters
	Agreement Dates
	Amount (Rs.)

	Aqeel Karim Dhedhi Securities (Pvt.) Limited
	November 01, 2006
	      8,333,333 

	Arif Habib Securities Limited
	November 21, 2006
	    73,854,175

	Askari Commercial Bank Limited
	November 02, 2006
	    16,666,667 

	Atlas Bank Limited
	November 21, 2006
	      4,166,667 

	Bank Alfalah Limited
	November 10, 2006
	    18,750,000 

	Faysal Bank Limited
	November 21, 2006
	      8,333,333 

	First International Investment Bank
	November 14, 2006
	    25,000,000 

	Orix Investment Bank Limited
	September 30,2006
	      8,333,333 

	PICIC Commercial Bank
	November 21, 2006
	    20,000,000 

	Saudi Pak Commercial Bank Ltd. 
	November 06, 2006
	    37,500,000 

	Saudi Pak Leasing Company
	November 10, 2006
	    12,500,000 

	Security Leasing Corp. Limited
	November 23, 2006
	      6,250,000 

	Trust Leasing & Investment Bank Ltd
	November 07, 2006
	    16,666,667 

	United Bank Ltd
	November 21, 2006
	56,145,825

	TOTAL
	
	312,500,000


7.10.2
Due diligence reports

	Due Diligence Reports


	Aqeel Karim Dhedhi Securities (Pvt.) Limited

	Arif Habib Securities Limited

	Askari Commercial Bank Limited

	Atlas Bank Limited

	Bank Alfalah Limited

	Faysal Bank Limited

	First International Investment Bank

	Orix Investment Bank Limited

	PICIC Commercial Bank

	Saudi Pak Commercial Bank Ltd. 

	Saudi Pak Leasing Company

	Security Leasing Corp. Limited

	Trust Leasing & Investment Bank Ltd

	United Bank Ltd


7.10.3
Long Term Finance:

· Institution:


Habib Bank Limited (DF Loan)

· Agreement Date:

19th March 2005

· Amount:



Rs. 202.44 million

· Tenor of Facility:


6 Years

· Principle of Repayment:
24 quarterly Installments

· Rate of Markup:
Av. 6 Month KIBOR + 1.50 % at a Floor 7% and a Cap of 8.5% P.a.

· Outstanding as on June 30, 2006
Rs. 176.73 million

· This loan was initially restructured in 1999. The aggregate limit of the loan was PKR 478.240 million and at the time of restructuring the amount of outstanding liability was PKR 464 million. As per the terms of restructuring, the loan was repayable in 48 quarterly equal installments commencing from July 1, 1999 in accordance with repayment schedule with no markup in future. 

· Habib Bank Limited further rescheduled the outstanding liability in March 2005 with a waiver of PKR 116.466 million. According to the new agreement, the Company paid PKR 50 million as down payment and remaining amount of PKR 202.438 million is repayable in 24 equal quarterly installments.

· In case of default in payment of rescheduled loan, the restructured package would automatically stand cancelled and consequently the original terms of loan shall apply. In such case an amount equal to adjustment of finance cost i.e. Rs. 116,466,477 shall be payable by the Company.

· This loan is secured by way of first pari-passu equitable mortgage charge over present and future fixed assets, hypothecation charge on plant and machinery of the Company with existing charge of PKR 564 million and personal guarantees of sponsoring directors backed by the latest wealth tax statements filed.
7.10.4
Lease Finance:

	Sr. #
	Institution
	Agreement Date
	Term of Facility
	Financed Amount in (Millions)
	Outstanding       in (Millions) as on June 30, 2006
	Security                      (Movable Assets)

	1
	Faysal Bank Limited
	1-Apr-04
	5 Years
	78.55
	57.86
	Specific charge on Asset

	
	
	22-Apr-04
	3 Years
	1.09
	0.33
	Specific charge on Asset

	
	
	8-Jun-06
	4 Years
	7.47
	6.72
	Specific charge on Asset

	
	
	21-Apr-06
	4 Years
	16.44
	15.75
	Specific charge on Asset

	2
	Bank Alfalah  Limited
	27-Jun-03
	3 Years
	0.45
	0.13
	Specific charge on Asset

	
	
	28-Oct-04
	3 Years
	1.37
	0.70
	Specific charge on Asset

	
	
	29-Mar-05
	5 Years
	13.30
	10.59
	Specific charge on Asset

	
	
	7-Sep-05
	3 Years
	2.16
	1.68
	Specific charge on Asset

	
	
	5-Dec-05
	3 Years
	0.48
	0.41
	Specific charge on Asset

	
	
	1-Feb-06
	4 Years
	10.35
	9.64
	Specific charge on Asset

	
	
	8-Mar-06
	4 Years
	2.50
	2.36
	Specific charge on Asset

	3
	Allied Bank Limited
	28-Aug-03
	3 Years
	8.91
	1.55
	Specific charge on Asset

	
	
	21-Oct-03
	3 Years
	0.32
	0.07
	Specific charge on Asset

	
	
	19-Jan-04
	3 Years
	1.47
	0.44
	Specific charge on Asset

	4
	Askari Leasing Limited
	2-Aug-03
	3 Years
	0.50
	0.07
	Specific charge on Asset

	
	
	31-Dec-03
	3 Years
	1.13
	0.33
	Specific charge on Asset

	
	
	16-Feb-04
	3 Years
	0.50
	0.18
	Specific charge on Asset

	
	
	27-Aug-05
	4 Years
	0.47
	0.39
	Specific charge on Asset

	
	
	27-Aug-05
	4 Years
	0.64
	0.52
	Specific charge on Asset

	5
	PICIC Commercial Bank Ltd.
	12-Nov-05
	4 Years
	5.60
	4.90
	Specific charge on Asset

	6
	First National Bank Modarba
	31-Aug-04
	5 Years
	4.05
	2.73
	Specific charge on Asset

	
	
	8-Sep-04
	5 Years
	0.50
	0.35
	Specific charge on Asset

	
	
	13-Dec-04
	5 Years
	11.33
	9.70
	Specific charge on Asset

	
	
	18-Feb-05
	3 Years
	0.50
	0.30
	Specific charge on Asset

	
	
	18-Feb-05
	3 Years
	0.75
	0.44
	Specific charge on Asset

	
	
	20-May-05
	3 Years
	6.37
	4.48
	Specific charge on Asset

	
	
	23-Jun-05
	4 Years
	12.00
	9.36
	Specific charge on Asset

	
	
	13-Apr-06
	3 Years
	0.54
	0.51
	Specific charge on Asset

	7
	NIB Bank Limited
	25-Oct-05
	3 Years
	6.127
	5.25
	Specific charge on Asset

	
	
	25-Oct-05
	3 Years
	25.28
	23.50
	Specific charge on Asset

	
	
	3-Jan-06
	3 Years
	4.24
	3.95
	Specific charge on Asset


7.10.5 Short Term Finance:

	Sr.#
	Institution
	Agreement 

Date
	 Assigned Limits in (Millions)
	Terms of Facility
	Mark up Rate
	Outstanding in (Millions) as on June 30, 2006
	Security

	1
	UNITED BANK LIMITED
	4-Apr-06
	300.00
	Cash Finance/Money Market
	3 MK+2.00
	5.71
	Pledge of Cotton Local/Imported

	
	
	
	($3.30)
	FE-25 Eqv. Rs. 200(M) Sub Limit CF
	(Libor+1.50%) to be decided case basis
	1.20
	Export documents under lien

	
	
	
	(300.00)
	L/C Sight/PAD Sub Limit CF
	(PAD) M-up 6MK+2.00
	17.140
	Lien over import documents for cotton

	
	
	
	100.00
	FBP-A
	3Mk+2.00%
	25.145
	Export documents under lien

	2
	NATIONAL BANK OF PAKISTAN
	19-Dec-05
	300.00
	Cash Finance
	6 MK+2.00 with Floor 8%P.a.
	68.31
	Pledge of Cotton /Yarn

	
	
	
	($2.00)
	FE-25 Sub Limit of CF & Hyp.
	(Libor+1.50%) to be decided case basis
	118.10
	Pledge of Cotton /Yarn

	
	
	
	(30.00)
	L/C Usance 120 days (Sub Limit of CF)
	Commission @ .2% per quarter
	30.00
	Documents under lien/accepted drafts

	
	
	
	60.00
	Sight / Inland L/C
	Commission @ .2% per quarter
	4.48
	Documents under lien

	
	
	
	10.00
	FIM (Import Sublimit)
	6 MK+4.00 Floor 8%P.a.
	NIL
	Pledge of imported merchandise

	
	
	
	40.00
	FAFB / CAD
	6 MK+2.00 Floor 8%P.a.
	NIL
	Export documents under lien

	3
	MCB BANK LIMITED
	27-Dec-05
	300.00
	Cash Finance Cotton / FIM/DF/MMT/CFDDTT
	3 MK+2.0 %
	28.31
	Pledge of Cotton/Yarn 

	
	
	
	($3.00)
	FCEF (Pre) FE-25 (Sub Limit of CF)
	(Libor+2.25%) to be decided case basis
	87.29
	Pledge of Cotton/Yarn 

	
	
	
	70.00
	FAFB - LC / FBP
	3 MK+2.0 %
	NIL
	Export documents under lien

	
	
	
	(10.00)
	FAFB - LC / FBP Discrepant (Sub Limit of FAFB)
	3 MK+2.0 %
	NIL
	Export documents under lien

	
	
	
	(5.00)
	FAFB - LC / FBP (Cont.) Sub Limit FAFB-LC/FBP
	3 MK+2.0 %
	NIL
	Export documents under lien

	
	
	
	($1.20)
	FCBD (Sub Limit FAFB-LC/ FBP)
	(Libor+2.25 %)
	NIL
	Export documents under lien

	
	
	
	50.00
	RF/DF-WC
	3 MK+1.50 % with Floor of 6.50%
	50.00
	Equitable Mortgage 44/E-1 Gulberg, Lahore

	
	
	
	5.00
	IBP Local L/C
	3 MK+2.0 %
	NIL
	Local LC documents under lien

	
	
	
	($3.00)
	FCIF within CF / FIM/DF/MMT/CF-DDTT
	(Libor+2.25 %)
	NIL
	Import documents under lien

	
	
	
	5.00
	L/C Foreign/ Local Sight
	Commission @ .2 % Per quarter
	3.19
	Import documents under lien

	
	
	
	50.00
	L/C Foreign/ Local Sight/DA
	Commission @ .2 % Per quarter
	NIL
	Import documents under lien

	4
	NIB BANK LIMITED
	25-Oct-05
	75.00
	L/C (FIM) Imp. Cotton/spares/textile related
	 PAD M-Up CF Rate+3% P.a. Commission @ .15 %
	7.526
	Documents of Import under lien

	
	
	
	30.00
	L/C (FIM)Import of cotton
	 PAD M-Up CF Rate+3% P.a. Commission @ .15 %
	NIL
	Documents of Import under lien

	
	
	
	75.00
	Cash Finance
	3 MK+2.00 with Floor 9.5 % P.a.
	51.41
	Pledge of Cotton /Yarn

	
	
	
	$2.00 
	FE-25 "Equivalent of Rs. 120(M)
	(6M-Libor+1.5%) to be decided case basis
	NIL
	Export documents under lien

	
	
	
	(20.00)
	Pre ship. Finance (own sources) sub Limit FE-25
	3 MK+2.00 with Floor 9.5 % P.a.
	NIL
	Export documents under lien

	
	
	
	50.00
	(FBP O S) Export Bill Discount &Finance
	3 Mk+ 2.00 with Floor 9.5 % p.a.
	NIL
	Export documents under lien

	5
	HABIB BANK LIMITED
	5-Jul-06
	200.00
	Cash Finance
	1MK+1.25 with Floor 8.0%
	0.08
	Pledge of Cotton /Yarn

	
	
	
	($1.50)
	FE-25
	(Libor+1.75) to be decided case basis
	52.81576
	Pledge of Cotton /Yarn

	
	
	
	10.00
	R/F Cotton TT DD
	1MK+1.50 with Floor 8.0%
	10.00
	Pledge of Cotton /Yarn

	
	
	
	50.00
	FAFB / FBP
	1MK+1.50 with Floor 8.0%
	NIL
	Export documents under lien

	
	
	
	30.00
	FAPC / ERF
	1MK+1.50 with Floor 8.0%
	29.99
	Export documents under lien

	
	
	
	(200.00)
	L/C (Sight / DA)
	Commission @ .15 % per quarter
	NIL
	Import documents under lien

	
	
	
	25.38
	LG (SNGPL)
	Commission @ 3.00 % per quarter
	25.37
	Charge on Fixed & Current Assets

	6
	FAYSAL BANK LIMITED
	19-Jun-06
	80.00
	FIM 
	6 MK+2.50 % p.a.
	5.13
	Import documents under lien

	
	
	
	100.00
	Sight L/C
	6 MK+2.50 % p.a.
	48.25
	Import documents under lien


7.10.6
Construction: 

	Contractor:
	M/s Irfan Brothers

	Amount:
	Rs. 51,000,000

	Scope of Work
	Construction and Completion of Mill Building


7.11
ISSUE OF TERM FINANCE CERTIFICATE BY THE COMPANY


The Company has issued Term Finance Certificates of PKR 350 million which are listed on Lahore Stock Exchange (G) Limited on March 2005. The details of which is mentioned hereunder:

	Institution / Trustee
	First Dawood Investment Bank Limited

	Agreement Date
	15th December 2004

	Amount
	Rs. 350 million

	Tenor of Facility
	5 Years (inclusive of 2 years grace period)

	Principle of Repayment
	6 equal semi-annual Installments

	Rate of Markup
	Average Ask Rate of 6 Months KIBOR + 2.5%

	Date of Public Subscription
	March 15, 2005 – March 17, 2005

	Principle amount Redeemed up to September 16, 2006 
	Rs. 210,000

	Profit Paid up to September 16, 2006
	Rs. 56.180 Million

	Outstanding as on June 30, 2006
	Rs. 349.790 Million

	Security
	First Parri passu charge registered for Rs. 466,666,667 over present and future fixed assets of the Company by way of equitable mortgage of project land, building, plant and machinery, and other immoveable assets.



	Call Option:
	The Company will have an option to redeem in full the outstanding amount of the TFC by exercising the call option. This option may be exercised after a period of 24 months from the last date of public subscription upon giving written notice of not less than 60 days to the TFC holders and the Trustees.


TFC REDEMPTION SCHEDULE

	Redemption on
	Profit Paid Rs.

	September 16,2005
	15,575,000

	March 16,2006
	19,946,010

	September 16,2006
	20,659,233


7.12
INSPECTION OF DOCUMENTS AND CONTRACTS

Copies of the Memorandum and Articles of Association, Audited Financial Stateme, Material Contracts, and Auditors’ Certificates referred to in this Prospectus may be inspected during the usual business hours on any working day at the Registered Office of the Company from the date of publication of this Prospectus until the closing date of the subscription list. 

7.13
LEGAL PROCEEDINGS

There are no legal proceedings pending against the Company and the Company has not initiated any legal proceedings against any party or person. 

7.14
VENDORS

There are no vendors in terms of Clause 12 of Part 1 of the Second Schedule of the Companies Ordinance, 1984. 

7.15
MEMORANDUM OF ASSOCIATION

The Memorandum of Association, inter alia, contains the objects for which the Company was incorporated and the business, which the Company is authorized to undertake. A copy of the Memorandum of Association is annexed to this Prospectus and with every issue of this Prospectus except the one that is released in newspapers as advertisement. 

7.16
CAPITALIZATION OF PROFITS

The Company has capitalized profits of Rs. 235,520,000 by issue of bonus shares for the year ending June 30, 2006.

7.17
REVALUATION OF ASSETS

The Company has carried out revaluation of Property, Plant, Equipment and building in terms of Clause 22(2) of Section 1 of Part I of the Second Schedule to the Ordinance. The total surplus on revaluation of assets comes to around Rs. 218 million.

7.18
FINANCIAL YEAR OF THE COMPANY

The Company has changed its financial year owing to the change of financial year cycle from October- September to July- June by the SECP vide circular No. 29 of 2004 dated November 05, 2004.

PART 8

8. Application and transfer instructions

8.1
Eligible investors include Pakistani citizens resident in Pakistan, companies, bodies corporate or other legal entities incorporated or established in Pakistan (to the extent permitted by their constitutive documents and existing regulations as the case may be); Provident/ pension/ gratuity funds/ trusts (subject to the terms of their Trust Deed and existing regulations) and branches in Pakistan of companies and bodies corporate incorporated outside Pakistan.

8.2 Copies of this Prospectus and applications forms can be obtained from members of the Karachi Stock Exchange and Lahore Stock Exchange, the Bankers to the Issue and their Branches, the Financial Advisors and Arrangers, and the registered office of the Company. The Prospectus and the Application Form can also be downloaded from the following website: www.ubl.com.pk, www.arifhabib.com.pk , and www.hiramills.com.pk 

8.3
APPLICATION MUST BE MADE ON THE COMPANY’S PRINTED FORM OR A LEGIBLE COPY THEREOF.
8.4
Applicants opting for scripless form of security are required to complete the relevant sections of the application. In accordance with the provisions of the Central Depositories Act, 1997 and the CDC regulations, credit of such securities in book entry form is allowed ONLY in the applicant’s own CDC account. In case of discrepancy between the information provided in the Application Form and the information already held by the CDC, the Company reserves the right to issue share certificates in physical form. 

8.5
Names and Addresses must be written in block letters, in English, and should not be abbreviated. 

8.6
(i)
An attested copy of the computerized NIC (“CNIC”) should be enclosed and the CNIC number 
indicated against the name of the applicant. Copies of CNIC can be attested by any 
Federal/Provincial Government gazetted officer, Councilor, Bank Manager, Oath 
Commissioner, or Head Master of High School etc. 

(ii)
Original CNIC, along with one attested copy, must be produced for verification to the bank at the time of presenting an application. The attested photocopy shall, after verification, be retained by the bank branch along with the application

(iii)
Only one application will be accepted against each account. In case of joint accounts, one application will be accepted in the name of each of the joint account holders. 


(iv) 
Joint applications by more than four persons shall not be accepted. 

(v)
In case of joint applications by two or more persons, particulars of one applicant must be entered on the main application and the particulars of the remaining applicants including name, father’s or husband’s name, CNIC numbers and specimen signatures should be provided on a separate sheet. The said sheet along with the attested copy of their CNIC must be attached with the main application form. 

(vi)
In case of joint applications, the share certificates will be dispatched to the person whose name appears in the main application form while in case of CDS, it will be credited to the respective CDC account and where any amount is refundable, in whole or in part, the same will be refunded by cheque by post, or through the bank where the application was lodged to the person named on the main application form without interest, profit, or return. 

(vii)
Applications by Companies etc.:

(a) Applications made by companies, corporate bodies, provident/ pension/ gratuity funds/ trusts and other legal entities must be accompanied by a copy of their Memorandum and Articles of Association or equivalent constitutive documents. Where applications are made by virtue of a Power of Attorney, the Power of Attorney must be attached to the Application Form. Copies of documents can be attested by any Federal/ Provincial Government gazetted officer, Councilor, Bank Manager, Oath Commissioner, or Head Master of High School etc.

(b)
Attested copies of the documents mentioned in this section must be produced along with originals for verification to the bank at the time of presenting an application. The attested copies shall, after verification, be retained by the bank branch along with the application.

8.7 Subscription money must be paid by cheque drawn on the applicants own account payable to one of the Bankers to the Issue “A/C PUBLIC ISSUE OF SHARES OF HIRA TEXTILE MILLS LIMITED” and crossed “A/C PAYEE ONLY” and must be drawn on a bank in the same town as the bank through which the application has been made.

8.8
Applications are not to be made by minors or persons of unsound mind.

8.9
Applicants should ensure that the bank branch, on which their application is drawn, completes the relevant portion of the application form. 

8.10
Applicants should retain the bottom portion of their application as provisional acknowledgment of submission of their application. This may be made available at the time of submission of the Application Form, or may be collected at a later time from the bank branch through which application was made. This should not be construed as acceptance of the application or a guarantee that the applicant will be allotted the number of shares for which the applicant has subscribed.

8.11
No receipt will be issued for payment made with an application but an acknowledgement will be forwarded in due course by issuance of share certificate in whole or in part or by refund of the money in case of unaccepted or unsuccessful applications. No interest or profit shall be payable in respect of the refund amount. 

8.12
It would be permissible for a Banker to the Issue to refund subscription money unsuccessful applicants having a bank account in that bank by crediting such account instead of through cheque, pay order or bank draft. Applicants should therefore not fail to give their bank account numbers. 

8.13
The transfer of shares to successful applicants shall be made in accordance with the criteria disclosed in this Prospectus subject to the rules of the Securities and Exchange Commission of Pakistan. 

8.14
Making of any false statement in the application or willfully embodying incorrect information therein will make the applicant or the bank liable to legal action. 

8.15 The basis of the Public Issue of shares is as follows:

(a) This offer is being made at a price of Rs. 12.5/- per ordinary share of a face value of Rs. 10 each.

(b) Applications for shares must be made for 500 shares or in multiples of 500 shares. Applications which are neither for 500 shares nor for multiples of 500 shares shall be rejected. 

(c) The minimum amount of application for subscription of 500 shares is Rs. 6,250/-. 

(d) Applications for shares below the value of Rs. 6,250/- shall not be entertained.

(e) Fictitious and multiple applications (more than one application per applicant) are prohibited and such application money shall be liable to confiscation under Section 18-A of the Securities and Exchange Ordinance, 1969.

(f) If the shares to be offered to the general public are sufficient to accommodate all applications, all applications shall be accommodated. 

(g) If this Issue is oversubscribed the shares shall be allotted by conducting computer balloting in the presence of representatives of the Stock Exchanges in the following manner:

(i) If all applications for 500 shares can be accommodated, then all such applications shall be accommodated first. If all applications for 500 shares cannot be accommodated, then balloting will be held among the applications for 500 shares only.

(ii) If all applications for 500 shares have been accommodated and shares are still available for allotment, then all applications for 1000 shares will be accommodated. If all applications for 1000 shares cannot be accommodated, then balloting will be conducted among applications for 1000 shares only. 

(iii) If all applications for 500 shares and 1000 shares have been accommodated and shares are still available for allotment, then all applications for 1500 shares will be accommodated. If all applications for 1500 shares cannot be accommodated, then balloting will be conducted among applications for 1500 shares only.

(iv) If all applications for 500 shares, 1000 shares, and 1500 shares have been accommodated and shares are still available for allotment, then all applications for 2000 shares will be accommodated. If all applications for 2000 shares cannot be accommodated, then balloting will be conducted among applications for 2000 shares only.

(v) After the allotment in the above mentioned manner, the balance shares, if any, shall be allotted in the following manner:

1. If the remaining shares are sufficient to accommodate each application for over 2000 shares, then 2000 shares shall be allotted to each applicant and the remaining shares shall be allotted on a prorata basis.

2. If the remaining shares are not sufficient to accommodate all remaining applications for at least 2000 shares, then balloting shall be conducted for allocation of 2000 shares to the successful applicants. 

(h) If the Issue is oversubscribed in terms of amount only, then the allotment of shares shall be made on the following basis:

(i)
First preference will be given to applicants who applied for 500 shares;

(ii) 
Next preference will be given to applicants who applied for 1000 shares;

(iii)
Next preference will be given to applicants who applied for 1500 shares; and then;

(iv)
Next preference will be given to applicants who applied for 2000 shares;

After allotment of the above, the balance shares, if any, shall be allotted on a prorata basis to the applicants who applied for more than 2000 shares. 

(i) Allocation of shares will be subject to scrutiny of the applications for subscription. 

(j)
Applications, which do not meet with the above requirements, or applications which
are 
incomplete, will be rejected.

8.16 Bankers to the Issue

	Code No. 
	Bank

	01.
	Allied Bank Limited

	02.
	Bank Alfalah Limited 

	03.
	First International Investment Bank Limited

	04.
	Faysal Bank Limited

	05.
	Habib Bank Limited

	06.
	MCB Bank Limited

	07.
	National Bank of Pakistan

	08.
	PICIC Commercial Bank Limited

	09.
	The Bank of Punjab

	10.
	United Bank Limited


8.17 Code of Occupation

	Code No. 
	Occupation
	Code No. 
	Occupation

	01.
	Business
	06.
	Professional

	02.
	Business Executive
	07.
	Student

	03.
	Service
	08.
	Agriculturist

	04.
	Housewife
	09.
	Industrialist 

	05.
	Household
	10.
	Others


PART 9

9. Signatories to the Prospectus 

Signed, as required by Section 57 of the Companies Ordinance, 1984, by 

Sd. 

1. 
________________________


Mr. Muhammad Umar Virk

Sd.

2. 
________________________


Mr. Nadeem Aslam Butt



 Sd.

3. 
________________________


Mrs. Shahnaz Umar 



 Sd.

4. 
________________________


Mr. Umair Umar 



 Sd.

5. 
________________________


Miss Umaira Umar



 Sd.

6. 
________________________


Mrs. Sadiya Umair



 Sd.

7. 
________________________


Mr. Saeed Ahmad Khan

Singed by the above in the presence of witnesses:



Sd.





       Sd.
 

	1. 
________________________


Mr. Saeed Ahmad Khan

44-E/1, Gulberg – III,

Lahore.

                             NIC #: 35202-4584242-1
	2. 
________________________


Mr. Kashif Suhail

              839 Block 4A, Gulshan-e-Iqbal

              Karachi


NIC #: 42201-8799408-7




Date:
_____________

Place:
Lahore

MEMORANDUM OF ASSOCIATION

THE COMPANIES ORDINANCE, 1984

PUBLIC COMPANY LIMITED BY SHARES

MEMORANDUM OF ASSOCIATION

OF

HIRA TEXTILE MILLS LIMITED

I. The name of the company is HIRA TEXTILE MILLS LIMITED.

II. The registered office of the company shall be situated in the province of Punjab, Pakistan.

III. The objects for which the company is established are the following:-

OBJECTS

1. To carry on the business of textile manufactures and dyeing, bleaching, printing, combing, preparing, spinning, doubling, twisting, weaving, manufacturing, selling and otherwise dealing in yarn, linen cloth and other goods and fabrics made for raw cotton, skill, flax, hemp, jute and other materials.

2. To purchase or mark on lease or otherwise acquire any work and or spinning mills, weaving mills, ginning factories or pressing merchandise into bales or any other similar concern and the property, business and good will appertaining thereto.

3. To purchase, sell exchange and deal into cloth, yarn, cotton in process, row cotton, jute, wool, silk, hemp and other fibrous articles, chemicals, dyes, metals, stores, and other articles and things connected therewith.

4. To carry on business of spinner, weavers, manufactures, bakers and pressers of all jute, cutting, jute rejection, hemp, cotton, wool, hair and other favors material, and to transact all manufacturing, curing, preparing, dying, coloring or bleaching processes and mercantile business that many be necessary or expedient and to vend the raw materials, and manufacture articles.

5. To, purchase, import, export, sell, comb, prepare, spin, weave, dye and otherwise deal in cotton flax, jute, hemp, wool, silk and all or any fibrous and other allied products.

6. To weave and otherwise manufacture, bye, sell import export and otherwise deal in all kinds required for the manufacturing of yarn, silk, wool, linen and cloth and other allied products.

7. To carry on the business of manufactures, importer, buyer, seller and dealers in waterproof material and fabrics, papulines, Americans cloths, floor cloths and imitation leathers rubber and allied goods.

8. To carry on all or any of the business of silk mercies, silk weavers, furriers, haberdashers hosiers, manufacturer, importer’s and wholesale and retail dealers of and the textile and golden and silver thread fabric of all kinds, milliners, dressmakers tailors, hatters, clothiers, outfitters, glovers, lace manufactures and feather dresses and allied products of every description.

9. To make arrangements for the supply of cotton, wool, flax, hemp, silk, jute and other fibrous and similar products for use in the mills run by the company or otherwise, either directly or in cooperation either any other person and for this purpose to set up farms, estate and establishment.

10. To manufacture, refine improve, purchase, sell, export, import, stock store or otherwise deal in woolen, cotton, silk or mercerize articles, good yarn or raw material or any other quality of the same and to dye it or to manufacture there from articles of hosiery such as socks, underwear outwear, banyans, jerseys, bands or any other articles of knitting, linen or embroidery of every description, beads, tapes, leaches or any other goods of similar nature.

11. To carry on the all or any of the business of cotton gainers, cotton presses and dealers in cotton and any products thereof.

12. To carry on all or any of the business of vegetable oil and any products thereof and the manufacturers and dealers of vegetable ghee.

13. To carry on the business as dealers and importers of chemicals of all sorts concerning to business of this company.

14. To carry on the business as general merchants, contractors, importers, exporters factors and warehousemen.

15. To transacts or carry on all kinds of agency, commission and contract business in Pakistan or abroad and to act as agents of any person, firm, company, Government or local authorities.

16. The employ experts, to agents investigate and examine the conditions, prospects, value, character and circumstances, of any business concern and undertaking and generally of any assets. Property or right in which the company may be interested.

17. The take part in the formation, management, subsiding, supervision or control of the business or operations of any company or undertaking and for the purpose to act as trustees administrators, accountants, secretaries, or in any other capacity and to appoint and remunerate any such administrator, secretaries or accountants or other experts or agents but not to act as Managing Agents.

18. To advance money to staff members, customers and other having dealings with the company or without security upon such terms as may deem expedient.

19. To import machinery/spare parts, accessories required for this unit.

20. To sell the yarn in the local/foreign market produced in the unit.

21. To do research and employ researchers for improving the productive processes of the company, and for inventing new methods, recipes, formulate, devices, contrivance, appliances, accessories, machineries and appliances, in and for the business of the company.

22. To own, establish or have and maintain shop and branches and/or agencies all over Pakistan or elsewhere for sales and distribution of yarn produced in the mill and to regulate and/or discontinue the same.

23. To make known or give publicity to the business and productions of the company by means of advertisement in press, pamphlets, television, handbills, circulars, advertisement posters, cinema slides, or publications of books periodicals, magazines. or by projects or exhibitions of works, or by granting rewards and prizes and donations or any other suitable method.

24. To search for and to purchase or otherwise acquire from any Government, State or Authority and licenses, concession, grants decree, right, powers and privileges whatsoever which many seem to the company capable of being turned to account and in particular any water right or commission either for purpose of obtaining motive power or otherwise and to work, develop, carry out, exercise and turn to account the same.

25. To let out, hire all or any of property of the company whether immovable or moveable including all and every description of apparatus, articles and things of all kind capable of being used or which can conveniently be dealt in by the company in connection with any of its objects.

26. To purchase or by any other means acquire and protect, prolong and renew, whether in Pakistan or elsewhere, any patents, patents right, brevetted invention, licenses, protection and concessions which may appear likely to be advantageous or useful to the company, and to use and turn to account and manufacture under or grant licenses or privileges in improving or seeking to improve and patents, inventions or right which the company may acquire or propose to acquire.

27. To pay all the coat, charges and expenses if any incidental to promotion, formation, Registration and establishment of the company and the issue of its capital including any undertaking or other commission, broker fees and charges in connection therewith and to remunerate or make donation to (by cash or other assets or by the allotment of shares or option on shares debentures, stock and securities of this or any other company, or in any other manner, whether out of the company’s capital or profits or otherwise) any person, firm or company for services rendered or to be rendered introducing any property or business to the company or in placing or assisting to place or guaranteeing the subscription of any shares debentures, debenture stock or other securities of the company or in or about the formation promotion of the company or for any other reasons which the company many think proper.

28. To draw, accept and make and to endorse, discount and negotiate promissory notes, hundies, bills of Exchange bills of lading and other negotiable or transferable instruments.

29. To borrow or raise money in such manner as the company may think fit, and in particular by the issue of debenture or debenture stock, perpetual or otherwise including debenture or debenture stock convertible into shares of this company, or perpetual annuities in security of any such money so borrowed, raised to mortgage pledge or charge the whole or any part of the property, assets or revenue of the company present or future, by special assignment of otherwise or to transfer or convey the same absolutely or in trust and to give the lenders power of sale and other powers as may seem expedient, and to purchase redeem, or pay off any such securities.

30. To invest or otherwise employ money belonging to or entrusted to company upon any shares, securities or investment upon such terms as may be thought proper and from time to time very such transactions in such manner as the company may think fit but not to act as investments or banking company.

31. To invest and deal with the surplus moneys of the company not immediately required in any investments movable or immovable in such lawful manner as may from time to time seem expedient and be determined.

32. To sell and in any other manner deal with or dispose of the undertaking of the company, or any part thereof for such consideration as the company may think fit, and in particular for shares debentures and other securities of any other company having objects altogether or in part similar to those of the company.

33. To create any depreciation fund, sinking fund, insurance fund or any special or other fund weather for depreciation, or for preparing, improving, extending or maintaining any or the property of the company or for redemption of debentures or redeemable share or for any other purpose whatsoever conducive to the interest of the company.

34. To construct, carry out, maintain, improve, manage, work, control and superintend any such huts, markets reservoirs water-works tanks bridges and works in connection therewith, hydraulic works, electrical work and factories worker lines and house and bus tees, villages and other work and conveniences, which may seem directly, conducive to any of the objects of the company and to contribute to subsidies or otherwise aid or take part in any such operation.

35. “To guarantee the performance of contract and obligation of the company in relation to the payment of any loan debenture, stock bonds, obligation and securities issued by or in favour of the company and to guarantee the payment or return on such investments or of dividend on any share of the company.”                      

36. To undertake and execute any TRUST, the undertaking of which may seem to the company desirable and either gratuitously or otherwise.

37. To provide for the welfare of employees or ex-employees of the company and the wives and families or the dependents or connection of such person by building contribution to the building of house, dwellings or chawls or by grants of money, pension, allowances, bonus or other payments or by creating and from time to time subscribing or contributing to provident and other charitable association, institutions, fund or trust and by providing or otherwise to assist or to guarantee money to charitable benevolent, religious, scientific national or other charitable institutions or objects, which shall be have any moral or other claim to support or aid by the company either y reason of locality of operation or of public and general utility or otherwise.

38. To place, to reserve or to distribute as dividend or bonus share among the members or otherwise to apply as the company may from time to time think fit, any moneys received by way of premium on shares or debentures issued at premium by the company and any moneys received in respects of dividends and money arising from unclaimed dividends.

39. To distribute any of the property of the company amongst the members in species or kind but so that no distribution amounting to reduction of capital be made expect with the sanction (if any) for the time being required by law.

40. To dedicate, present or otherwise dispose off either voluntarily or for value, any property of the company deemed to be national, public or local interest, to any national trust public body, museum corporation, or authority or any trustees for or on behalf of any of  the same or of the public.

41. To appropriate use or lay out, land belonging to the company for streets, parks pleasure grounds, allotment, and other conveniences and to present any such land so laid out to the public any person or company conditionally or unconditionally as the company think fit.

42. To aid, peculiarly or otherwise, any association body or movement having for an object the solution settlement, or surmounting of industrial or problems or troubles or the promotion of industry or trade.

43. To do all or any of the above things and all such other things as are incidental or may be thought conducive to the attainment of the above objects or any of them and as principal agents, contractors, trustees or otherwise and by or through trustees, agents, or otherwise and either alone or in conjunctions with others.

44. To be a parent or a holding company or an associated company and to hold share, voting rights and power appoint directors in such companies and to issue (subject to the provisions of section 195 and 208 of the companies’ ordinance 1984) guarantees, promissory notes and other securities/ bonds/ notes/ counter guarantees etc, on behalf of such companies, semi government, and non-government authorities/ departments/ bodies/ institutions/ corporations etc for obtaining loans, leases and other financial arrangements by whatever name may be called, and to allow other companies to hold share in the share capital of the company or to become subsidiary of any other company or companies.

45. Its is declared that notwithstanding any thing contained in the foregoing object clause of this Memorandum of Association nothing shall construe any power upon the company to indulge or undertake banking business directly or indirectly, business of any investment company and managing agency insurance business in Pakistan as restricted under the law and any other unlawful business.

IV. The liability of member is limited.

V. The capital of the company is Rs. 750,000,000 (Rupees Seven Hundred Fifty Million Only) divided into 75,000,000 (Seventy Five Million) ordinary share of Rs. 10/- (Rupees Ten Only) each with the power to increase and reduce the capital and to divide the share in the capital for the time being into several classes in accordance with the provisions of the Ordinance.

We, the several persons whose names and addresses are subscribed below, are desirous of being formed into a Company, in pursuance of this Memorandum of Association, and we respectively agree to take the number of share in the Capital of the Company as set opposite to our respective names.

	Name and Surname 

(Present & Former) 

in Full 

(in Block letters)
	Father’s Name 

(in Full)
	Nationality with any former Nationality
	Occupation
	Residential Address 

(in Full)
	 Number of shares taken by each subscriber
	Signature

	Haji Mohammad Sharif
	Nizam Din
	Pakistani
	Textile

Business
	16- Ali Block, Garden Town, Lahore
	1500
	Sd/-

	Mohammad Ashraf
	Haji Taj Din
	-do-
	-do-
	-do-
	1500
	Sd/-

	Ch. Fiaz Ahmad
	Ch. Mohammad Siddique
	-do-
	-do-
	-do-
	1500
	Sd/-

	Malik Javed Iqbal
	Meher Mohammad Din
	-do-
	-do-
	-do-
	1500
	Sd/-

	Altaf Ahmad
	Noor Elahi
	-do-
	-do-
	-do-
	1500
	Sd/-

	Farooq Rasool
	Dr. Ghulam Rasool
	-do-
	-do-
	2-Club Road, GOR No. 1, Lahore
	1500
	Sd/-

	Khalid Iqbal
	Dr. Ghulam Rasool
	-do-
	-do-
	-do-
	1500
	Sd/-

	Mrs. Surriya Akhtar
	W/o Akhtar Rasool
	-do-
	House Wife
	6-A, Jail Road, Lahore
	1500
	Sd/-

	
	
	
	
	Total Number of Shares Taken
	12000
	

	Dated on the 12th day of February, 1992.
	


� Source: Pakistan Economic Survey, 2005-06, page 1
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