
 

www.icranepal.com                                                                                                                                        1 

Nandan Ghee and Oil Industries Private Limited: [ICRANP] LBB/A4+ 

assigned 

January 20, 2020 
 

Summary of rated instruments 

Instrument*  Rated Amount (NPR Million) Rating Action 

Long-term loans; fund-based 65.48 [ICRANP] LBB; Assigned 

Short term loans; fund-based 267.50 [ICRANP] A4+; Assigned 

Short term loans; non-fund based  1,706.50 [ICRANP] A4+; Assigned 

 Total 2,039.48   
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LBB (pronounced ICRA NP L double B) to the long-term loans of 

Nandan Ghee and Oil Industries Private Limited (Nandan). ICRA Nepal has also assigned the short-term rating of [ICRANP] 

A4+ (pronounced ICRA NP A four plus) to the short-term loans (including non-fund-based limits) of Nandan. 

 

Rationale 
The assigned ratings factor in Nandan’s long track record of operations (over 25 years) and its experienced promoter group 

with an established presence in various manufacturing, trading and financial services sectors in the country. The rating also 

factors in the company’s established distribution network and long-term relationships with dealers, developed over the 

years. The ratings further derive comfort from the steady growth in the company’s revenues as well as growing demand 

for edible oils in the country. The company’s ability to report healthy improvement in operating margins in FY2019, 

primarily on the back of control over production costs and improved sales realisations, also remains a positive.  

 

The ratings are, however, constrained by the company’s modest financial profile, characterised by high gearing and high 

working capital intensity, despite improvements in FY2019. The improvements basically stemmed from a significant 

increase in revenues from export to India. This was further aided by the increase in final product prices, after the 

termination of the VAT refund regime1 to oil producers starting FY2019. However, with the recent stoppage of refined Palm 

Olein exports to India2, the company will have to carry higher inventory levels of crude palm oil over the near term, which 

will result in a stress on the company’s working capital intensity and profit margins. Additionally, the ongoing capacity 

enhancement factoring in the export prospects, would now result in lower capacity utilisation over the medium term and 

pressurise the debt service metrics. Nandan, like other players in the sector, depends on imports for its raw material 

requirements, which exposes it to the risks arising from the change in trade regulations, which also led to an elongated 

procurement cycle, resulting in long inventory days. Besides, the company remains exposed to forex risks given the 

purchase of raw materials in foreign currency and sales realisation in the domestic currency. Concerns also arise from the 

fragmented edible oil market and low entry barriers, resulting in intense competition. Going forward, the company’s ability 

to maintain adequate sales volume and margins through the domestic market alone and also its ability to improve 

capitalisation, coverage and working capital intensity would remain the key rating sensitivities. 

 

 
1 Regulatory provision enabling the domestic edible oil producers for a refund of 40% VAT on domestic sales was scrapped with effect 
from FY2018 end by Finance Act 2018-19.  
2 On January 08, 2020, the Indian Government placed ‘refined bleached deodorized palm oil’ and ‘refined bleached deodorized palm 
olein’ in the restricted item category for trade through a notice from its Ministry of Commerce and Industry halting the exporting of 
refined palm olein from Nepal. However, the export of soybean has not been halted. 
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Key rating drivers  
 

Credit strengths 
Long track record of operations and experienced promoters – Nandan has been in the edible oil-producing/processing 

business for over 25 years and over these years, it has been able to establish its brand in the market, resulting in fair 

realisation among its peers. The company has an established distribution network comprising around 85 distributors across 

the country. Nandan is also a part of the Begani Group, which has its presence across various sectors such as manufacturing, 

trading and the financial services sector, among others.  

 

Stable demand outlook – Being an essential commodity, edible oil has steady demand prospects and hence a good growth 

outlook. The gap created by rising demand for edible oil, fuelled by urbanisation, and relatively stagnant domestic 

production of oilseed remains an opportunity for large scale refiners like Nandan. During the last decade ending 2019, 

Nepalese imports of various crude oil/oilseeds have seen a growth of 10-15%, which indicates a healthy growth outlook 

and remains a positive for refiners like Nandan. 

 

Steady growth in business revenues – Nandan reported a steady growth in operating revenues within the domestic market 

with ~16% growth reported from FY2015 to FY2018. The company’s ability to report healthy growth remains a positive 

given the recent stoppage of palmolein exports to India, which led to an abnormal sales growth rate of ~46% in FY2019. 

Export revenues accounted for ~31% of total sales in FY2019 (exports were nil in prior five years) with palmolein comprising 

~75% of the exports. Soybean oil comprised the rest of the exports, for which there are no export restrictions yet. Going 

forward, local sales of palmolein, soybean, sunflower and mustard oil are expected to show healthy growth with expected 

increase in domestic consumption in the country.  

 

Credit challenges 
Modest financial profile with high gearing and modest coverage indicators – Nandan’s financial profile, despite some 

improvements in FY2019 (with better operating profit margins, supported by increased domestic sales realisation and huge 

exports), continues to remain modest. The gearing moderated to ~2.9 times as of mid-July 2019 (~9.2 times a year ago). 

This was aided by a significant increase in the net profits (~NPR 255 million for FY2019 against ~NPR 16 million in FY2018) 

and hence the dividend payout would have a bearing on future gearing levels. The debt coverage indicators have also 

remained historically moderate with an interest coverage of 1.6 times in FY2017 and FY2018. Though this improved to 

comfortable levels of 5.2 times in FY2019, the recent stoppage of exports of palmolein and ongoing capex factoring the 

same, are likely to pressurise debt service metrics over the medium term. In addition, sustainability of the increased 

domestic prices will depend on market acceptability, given the competition from other domestic producers and imports. 

 

Intense competition amid low entry barriers – The edible oil production business remains competitive as the entry barrier 

remains low. Being a low margin and high-volume business, any new entry of large-scale players and a substantial capacity 

enhancement by the existing competitors could pose a threat to incremental revenue and profitability margins of Nandan. 

The industry profitability in the past was supported to a large extent by the VAT refunds, which lowered the cost and 

increased the competitiveness of domestic players. With the annulment of this policy from FY2019 and the recent halt to 

relatively profitable export avenues, the company’s ability to withstand the impact on entirely domestic sales, remains to 

be seen.  

 

Excessive inventory levels of crude palm oil pressurising working capital intensity and margins – Nandan’s working capital 

intensity (NWC/OI) slightly improved to ~34% in FY2019 from ~40% in FY2018, but still remains high. The export sales, 

which started towards the beginning of FY2019, had a quicker payment cycle. Hence the debtor days decreased to ~41 in 

FY2019 from ~55 in FY2018. On January 08, 2020, the Indian Government placed ‘refined bleached deodorised palm oil’ 

and ‘refined bleached deodorised palmolein’ in the restricted item category for trade through a notice from its Ministry of 

Commerce and Industry leading to the halting of palmolein exports to India. This abrupt stoppage in exports could pose a 
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challenge in inventory management, hence pressurise working capital intensity over the near term. In addition, the build-

up in inventory levels of crude palm oil and refined palmolein across the industry could lead to price competition in the 

domestic market and thus reduced gross margins.  

 

Complete reliance on imports for raw materials, exposure to associated forex risk – Nepalese oil producers/refiners 

mostly import crude edible oil as the domestic production fulfils only a small portion of the annual requirement. Most of 

the imports are made from Argentina, Ukraine, Canada, Indonesia, Malaysia, etc. Large-scale players like Nandan are 

completely dependent on import from these countries for their raw material requirements. Any change in import 

regulations can have a direct impact on the business and cash flows of Nandan. Given the high reliance on imports, the 

company also remains exposed to the risk arising from volatility in the forex market.  

 

Exposure to regulatory risk – The sector remains prone to regulatory changes. The duty protection accorded to the sector 

remains lower compared to others, which increases competition among the players. Moreover, the company’s soybean oil 

export revenues also remain susceptible to the change in import regulations by India. Any regulatory changes could 

moderate the company’s coverage ratios and profitability indicators. 
 

Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodology as indicated below.  

Links to applicable criteria 

Corporate Credit Rating Methodology  
 

About the company   
Established in 1994, Nandan Ghee and Oil Industries Private Limited (Nandan) is the producer/refiner of various types of 

edible oil such as sunflower, soybean, palm-oil, mustard oil as well as vegetable ghee under the brands Nandan, Suruchi 

and Sun Moon. Its registered office is in Naxal, Kathmandu with its factory located in Simara, Bara. The company is part of 

the Begani Group, which has operations across various manufacturing and financial service sectors in Nepal. As of now, the 

company’s shares are held solely by Mr. Kamal Kumar Begani, who is the company’s Chairman. 
 

Key financial indicators 

Amount in NPR million 
Audited 

FY2016 FY2017 FY2018 FY2019 

Operating Income 1,437 2,085 2,348 3,435 

Non-operating income (VAT Refund) 90 105 103 0 

OPBDITA/OI (%) * 10.11% 5.32% 5.58% 11.86% 

PAT/OI (%) 5.61% 1.36% 0.67% 7.42% 

Gearing (times) # 13.48 9.33 9.20 2.89 

OPBDITA/Interest (times) * 5.59 1.60 1.62 5.20 

DSCR (times) 4.68 1.44 1.22 3.82 

NWC/OI (%) 55% 39% 40% 34% 

Total Outside Liabilities/TNW (times) # 13.92 9.87 9.67 3.32 

Total Debt/OPBDITA (times) * 3.17 5.89 3.84 2.59 

# TNW here excludes capital reserve of ~NPR 53 million created through revaluation of land. 
*including the VAT refunds as operating income received by the company in FY2016, FY2017 and FY2018. 

 

Annexure-1: Instrument details  

Instrument Limits (NPR million) Ratings 

Fund-based facilities; Long term loans   

Hire Purchase 0.48 [ICRANP] LBB 

http://www.icranepal.com/
http://icranepal.com/methodologyPDF/CorporateCreditRatingMethodology08292018.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
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Instrument Limits (NPR million) Ratings 

Term Loan I 65.00 [ICRANP] LBB 

Term Loan II (Bridge Gap - Within LC) (200.00) [ICRANP] LBB 

Total Existing Fund-based-Long term (A) 65.48  

   

Fund-based facilities; Short term loans   

Cash Credit 10.00 [ICRANP] A4+ 

Overdraft 47.50 [ICRANP] A4+ 

Trust receipt loan 70.00 [ICRANP] A4+ 

Trust receipt loan/ Demand Loan 140.00 [ICRANP] A4+ 

Cash Credit/ Demand Loan/ Short Term loan (within non-funded limits) (470.00) [ICRANP] A4+ 

Trust receipt loan/ Demand Loan (within non-funded limits) (1,307.50) [ICRANP] A4+ 

Total Existing Fund-based-Short term (B) 267.50  

   

Non-fund-based facilities; Short term    

Letter of Credit/ Bank Guarantee 1,706.50 [ICRANP] A4+ 

Letter of Credit (Within funded limits) (140.00) [ICRANP] A4+ 

Total Existing Non-fund-based-Short term (C) 1,706.50  

   

Grand total (A+B+C) 2,039.48  

 

Analyst Contacts   
Mr. Kishor Prasad Bimali (Tel No. +977-1-4419910/20) 
kishor@icranepal.com     
 

Mr. Rajib Maharjan (Tel No. +977-1-4419910/20) 
rajib@icranepal.com    
  

Relationship Contacts   
Ms. Barsha Shrestha (Tel No. +977-1-4419910/20) 
barsha@icranepal.com    
 

About ICRA Nepal Limited  
ICRA Nepal Limited, the first credit rating agency of Nepal, is a subsidiary of ICRA Limited (ICRA) of India. It was licensed by 

the Securities Board of Nepal (SEBON) on October 3, 2012. ICRA Nepal is supported by ICRA Limited through a technical 

support services agreement, which envisages ICRA helping ICRA Nepal in areas such as rating process and methodologies, 

analytical software, research, training, and technical and analytical skill augmentation.  
 

Our parent company, ICRA Limited, was set up in 1991 by leading financial/investment institutions, commercial banks and 

financial services companies as an independent and professional investment information and credit rating agency. Today, 

ICRA and its subsidiaries together form the ICRA Group of Companies. The international credit rating agency, Moody’s 

Investors Service, is ICRA’s largest shareholder. 

For more information, visit www.icranepal.com   
 

ICRA Nepal Limited 

Sunrise Bizz Park, 6th Floor, Dillibazar, Kathmandu, Nepal 
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Email: info@icranepal.com 

Web: www.icranepal.com 
 

All Rights Reserved.  
Contents may be used freely with due acknowledgement to ICRA Nepal.  

ICRA Nepal ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. The ICRA Nepal 

ratings are subject to a process of surveillance which may lead to a revision in ratings. Please visit our website 

(www.icranepal.com) or contact ICRA Nepal office for the latest information on ICRA Nepal ratings outstanding. All information 

contained herein has been obtained by ICRA Nepal from sources believed by it to be accurate and reliable. Although reasonable 

care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of 

any kind, and ICRA Nepal in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness 

or completeness of any such information. All information contained herein must be construed solely as statements of opinion 

and ICRA Nepal shall not be liable for any losses incurred by users from any use of this publication or its contents 
 

http://www.icranepal.com/
mailto:info@icranepal.com
http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/

