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COMPANY INFORMATION 

Incorporated in June 1992 External auditors: Horwath Hussain Chaudhury & 
Co. 

Private Limited Company Chairman: Mr. M Asif Siddiq 

Key Shareholders (with stake 5% or more):  Chief Executive Officer: Mr. M Asif Siddiq 

Mr. M. Asif Siddiq (30.56%)  
Mr. Faisal Amin (13.09%)  
Mr. Khurram Arif (10.90%)  
Mr. Ahmed Amin (10.30%)  

Ms. Sana Ali Shah (8.89%)  
Ms. Sania Khalid (5.45%)  
Mr. M. Amin Siddiq (5.41%)  
 
 
 
 
 
 
 
 

APPLICABLE METHODOLOGY(IES) 

JCR-VIS Entity Rating Criteria  Industrial Corporates (May 2016)  
http://www.jcrvis.com.pk/docs/Corporate-Methodology-201605.pdf 

 

RATING DETAILS 

Rating Category Initial Rating 

Long-term Short-term 

Entity                                              A-          A-2 

Rating Outlook   Stable 

Rating Date 21st November 2017 
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Union Fabrics (Pvt) Limited 

OVERVIEW OF 
THE 

INSTITUTION 

RATING RATIONALE 

Union Fabrics (Pvt) 

Limited was started in 

1992 as a small scale 

weaving unit and 

currently operates in 

the home textiles, 

processing and value 

added business lines 

in addition to 

weaving.  

 

The company has 5 

plants situated in 

S.I.T.E area. The 

company’s greige 

fabric product and 

various home textile 

products form a 

significant part of its 

export sales. 

 

   

Union Fabrics (Pvt) Limited (UFPL) started commercial operation in 1992 as a small scale weaving 
unit and has since grown into a full-fledged industrial corporate with business lines in both weaving 
and textile finishing. Majority of UFPL’s sales are geared towards the export market in both greige 
fabric and home textile segment. UFPL also holds GOTS (Global Organic Textile Standard) and 
OEKO-TEX certifications for use of environment friendly chemical processes hence attractive to 
reputed importers. 
Rating Drivers: 
Corporate Governance: Overall board composition and oversight has room for improvement 
through inclusion of independent directors. Furthermore, in line with best practices, positions of the 
CEO and chairman may be segregated. 
 
Sales: UFPL has a strong presence in the export market for home textiles and greige fabrics. Large 
European brands and distributors of home textile products based in Italy, UK and Germany are some 
of the major clients of UFPL who prefer suppliers that produce cloth and value added products in-
house. UFPL is diversifying into newer markets through home textiles, thus aiming to reduce 
concentration in exports. 
 
Expansion and Financing: The company increased the fixed asset base to Rs. 2.90b (FY16: Rs. 
2.35b). UFPL added modern high speed air-jets in the weaving segment and set-up a new plant that 
caters to the finishing and processing of greige cloth and various value added processes related to 
home textiles. The expansion in the fixed asset base was financed mostly through debt. 
 
Profitability: UFPL’s profitability came under pressure in FY17 due to higher finance expense 
following an increase in the fixed asset base of the company and limited production from the 
processing unit that was recently set-up. Resultantly, the gross margin for FY17 was 11.9% (FY16: 
15.0%). Full year impact of the finishing plant is expected from FY18 given that the same 
commenced operations in March 2017. It is expected that the margins will improve with higher 
production. 
 
Liquidity and Coverage: The funds from operations (FFO) of the company also witnessed a slight 
decline. The current FFO for FY17 amounted to Rs. 407.7b (FY16: Rs. 421.b). Decline in FFO along 
with higher long-term debt resulted in decline in FFO to long-term debt to 30.1% (FY16: 38.3%). 
This decline in FFO also resulted in a decrease in the debt service coverage ratio which for FY17 
amounted to 1.8x (FY16: 4.6x). Going forward, cash flow from operations is expected to increase on 
account of improvement in profitability.  
 
Capitalization and Leverage: The equity base of UFPL also increased on the back of increased 
retained earnings since the last dividend paid by the company was in 2011. In addition to this, a 
sponsor loan was obtained and later in September 2017 rights of Rs. 120 million were issued. Gearing 
increased to 1.7x for FY17 (FY16: 1.6x) due to the increase in the long term financing of air-jet 
expansion and processing unit setup. Leverage remained stagnant at 2.0x for FY17 (FY16: 2.0x). 
Gearing is expected to decrease further since UFPL does not plan to take on additional debt. 
 
Outlook 
Going forward, the finishing segment is expected to achieve full production capacity. UFPL’s margins 
are expected to improve in line with its expansion in value-added products. The improvement in 
margins and hence the projected FFO is expected to be sufficient to service the debt repayments of 
UFPL. In light of the increased production and output of home textile products, UFPL’s market 
presence is likely to improve further as it has established good relationships with its overseas clients. 
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REGULATORY DISCLOSURES                                                                                          Appendix III 

Name of Rated Entity Union Fabrics (Pvt) Ltd 

Sector Textiles 

Type of Relationship Solicited 

Purpose of Rating Entity Rating 

Rating History Rating 
Date 

Medium to  
Long Term 

Short Term Rating 
Outlook 

Rating 
Action 

RATING TYPE: ENTITY 

21/11/2017 A-       A-2 Stable Initial 
 

Instrument Structure N/A 

Statement by the Rating 
Team 

JCR-VIS, the analysts involved in the rating process and members of its 
rating committee do not have any conflict of interest relating to the credit 
rating(s) mentioned herein. This rating is an opinion on credit quality only 
and is not a recommendation to buy or sell any securities. 

Probability of Default JCR-VIS’ ratings opinions express ordinal ranking of risk, from strongest to 
weakest, within a universe of credit risk. Ratings are not intended as 
guarantees of credit quality or as exact measures of the probability that a 
particular issuer or particular debt issue will default. 

Disclaimer Information herein was obtained from sources believed to be accurate and 
reliable; however, JCR-VIS does not guarantee the accuracy, adequacy or 
completeness of any information and is not responsible for any errors or 
omissions or for the results obtained from the use of such information.  
JCR-VIS is not an NRSRO and its ratings are not NRSRO credit ratings. 
Copyright 2017 JCR-VIS Credit Rating Company Limited. All rights 
reserved. Contents may be used by news media with credit to JCR-VIS. 

 
 

 

 

 

 




