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Bhudeo Khadya Udhyog Private Limited: [ICRANP] A4+ assigned 

September 7, 2020 

Summary of rated instruments 

Instrument*  Rated Amount (NPR Million) Rating Action 

   Short-term loans; fund-based  712.5 [ICRANP] A4+; Assigned 

   Short-term loans; non-fund-based 15 [ICRANP] A4+; Assigned 

 Total 727.5   

* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned a short-term rating of [ICRANP] A4+ (pronounced ICRA NP A four plus) to the short-term loans 

of NPR 727.5 million of Bhudeo Khadya Udhyog Private Limited (BKUPL). 

 

Rationale 
The assigned rating factors in the low cyclicality and business regularity of the company with rice and wheat products 

being one of the staple diets of the country. The assigned rating also factors in the long track record of operation, the 

established brand Hulas, rich promoters’ profile in the agro-industry, established distribution structure and its niche 

customer base that have been driving the revenue profile of the company over the years. Likewise, brand visibility 

(HULAS) along with diversified packaging options (1kg to 25kg), targeting both the B2B and the B2C segment customers, 

remain a positive for the company. Moreover, the company’s ability to garner low base rate banks as its banking 

partners1, remains a positive.  

 

The rating, however, remains constrained by the high working capital intensive nature of the business, which can 

pressurise the liquidity profile of the company. The net working capital intensity (NWC/OI) of the company is at an 

average of 71% in the last five years ending FY2020, due to increased raw materials stock holding requirement (avg. of 

9-10 months) despite moderate debtor days (avg. of 38-days in the last five years). The high working capital requirements 

led to moderate debt coverage indicators (interest coverage 1.2-1.6 times in last three years) despite a consistent 

operating profit margin (OPBDITA/OI) of ~8% and a decent capitalisation profile (gearing at ~2 times in mid-July-2020). 

Similarly, the rating remains constrained by the highly competitive nature of the industry that limits the pricing flexibility 

of the industry participants, including BKUPL. Moreover, the company’s operations and profitability are also susceptible 

to the availability and pricing of raw material that remain affected by the monsoons and the climatic conditions as well 

as the changes in governmental level policy on the import/export of agricultural products. Similarly, the company’s 

revenue growth and profitability are exposed to external factors such as low entry barriers and high industry 

fragmentation (with many organised and unorganised players).  

 

Going forward, growth in the scale of operations, price fluctuations, availability of quality raw materials and volatility of 

interest rate in the market would be the major determinants for the profit margins and the coverage indicators of the 

company. 

 

Key rating drivers 

Credit strengths 

Business consistency supported products being a part of the staple diet - The demand prospects of the rice and wheat 

products remains supported by the fact that they form the staple diet of the country. Nonetheless, amid increased 

competition in the industry, the demand may fluctuate among the players. Similarly, the low cyclicality, eight branches 

across the country and niche customer base remain positives for the business regularity of the company. 

 
1 Banking partners are Standard Chartered Bank (AAA), Nabil Bank Limited (AA-) and Siddhartha Bank limited (A-); rated 
by ICRA Nepal.  
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Long track record with established brand and strong promoter profile - The company is in business for around two 

decades and has established HULAS as premium brand in rice and wheat products. The company was promoted by nine 

individual shareholders belonging to one of the business houses of the country – the Golchha Organisation. The 

promoters and the key management team have prior experience in the related sector and are involved in the day-to-day 

affairs of the company. This is likely to drive the business in the days ahead.  With its long track record, the company has 

been able to build an established clientele and supplier base.  

 

Moderate gearing supported by strong net worth and no long-term loans: The gearing of the company is moderate at 

2.01x as at mid-July 2020 and it remains supported with the retention of profits over its long period of operation and no 

long-term loans in its loan profile. The company so far is utilising only short-term loans for business operations. Gearing 

is in a decreasing trend in the last five years, supported by the retention of profits amid less frequent dividend withdrawal. 

Over the few years, gearing is further expected to reduce amid the increased PAT and retentions with expected lowering 

of the financial cost. The financial cost, over the medium term, is expected to decrease with reduced base rates of the 

banks amid the ongoing pandemic.  
 

Diversified clientele, supplier base with established distribution channels: The company’s clientele largely comprises 

B2C (retail segments) along with some B2B clientele in the basmati rice segment. With its long track record and 

established distribution channel with eight branch offices across the country, it has established itself as a brand and has 

been able to garner diversified clientele. These clienteles remain supported by diversified products and its variants as 

well as the availability of diversified packaging options ranging from the 1kg to the 25kg pack. This has, so far, catered to 

the various customer preferences, thus establishing both the B2B and the B2C clientele. Also, the supplier base, consisting 

of local players as well as players from India, provides some comfort from the point of raw material availability.  

 

Credit challenges 
High working capital intensity may pressurise liquidity: The net working capital intensity (NWC/OI) of the company is 

on a higher side (avg. of 71% in the last five years) and is in increasing order in the last two years ending FY2020. The 

prices of the raw materials play a major role in determining the level of intensity, thus pressurising the liquidity profile in 

case of a rise in prices of the raw materials. The intensity remains on a higher side due to the high stock holding period 

of 9-10 months, despite having moderate debtor days (avg. of 38 days in the last five years). However, the high intensity 

is in commensuration to the nature of the business of the company, which requires a high stock holding period in its 

basmati rice segment to maintain the flavour and the aroma in the rice. The current ratio of the company stood at 1.22x 

as at mid-July 2020. Going forward, the company’s ability to contain the debtor days at the current level, and the working 

capital intensity, would be determining its liquidity profile.   

 

Moderate coverage indicators amid consistent profit margins: The operating profit margin of the company hovered 

consistently at around 8%-9% in the last five years while the net profit margin hovered at around 1.5%; with some 

moderations in FY2020 due to the impact of the Covid-19 pandemic. The consistent profit margins along with low gearing 

and no long-term loan repayments, have resulted in moderate coverage indicators (interest coverage 1.2-1.6 times in 

last three years) with further moderation seen in FY2020, due to the pandemic. Going forward, the fluctuation in prices 

of raw materials, working capital intensity and volatility in interest rates would determine the profit margins and 

coverage indicators of the company. 

 

Frequent change in Government policies a risk for industry: Changes in Government policies such as in tax provisions, 
import restrictions and/or export ban from overseas markets have a bearing on the performance of the overall industry, 
including BKUPL. Such recent instances of changes in Government regulation are withdrawal of 25% VAT refund policy 
on Maida sales (w.e.f. start of FY2018-2019), bringing ata sales within the VAT brackets (w.e.f. start of FY2019-2020) and 
increase in the Agricultural Reform Fee (ARF) from 5% to 9% on import of wheat grains (w.e.f. June 2020). The recent 
regulatory move of increase in the ARF from 5% to 9% has increased the cost of raw materials as well as posed the risk 
of direct import and trading of finished goods. However, the impact of the risk is limited, to some extent, for the company 
since it fulfils most of its raw material requirement domestically and has also established itself as a brand over a period 
of time, with its niche customer base. Frequent changes in regulation hampers the smooth functioning of the business 
and pose a financial and operational risk to the overall industry, including BKUPL.  
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Susceptibility to agro-climatic risks: The rice and wheat-milling industry is exposed to agro-climatic risks, which might 
affect the availability of paddy and wheat grains in adverse weather conditions. This can also pose a risk of quality issue 
in both the raw materials and the finished goods. Also, since the raw material sourcing is primarily met through the 
domestic purchases, ~95% in wheat grains and ~80% in paddy, the same is dependent on climatic conditions, irrigational 
reach and the resultant crop productivity of the country and of the border states of India such as Bihar to some extent. 
The availability of a dual market for the raw materials, both in the country as well in India, remains a comfort to some 
extent. Ensuring adequate wheat availability at affordable prices is critical for the sustainability of the company’s 
operations and its profitability. 
 
Competitive intensity and pricing flexibility: The intense competition prevailing in the rice and flour-milling industry, 
characterised by the presence of many players along with low value-additive nature of its operations, limits the pricing 
flexibility and keeps the profit margins under check. Also, the low entry barriers and low complexity of the work involved 
might pose the risk of new entrants in the industry, further increasing the competition. However, the risk is limited to 
some extent for the company as it has established itself as the brand HULAS with its niche customer base and its long 
track record of operation. 
 

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   

Incorporated in October 9, 2001 as a private limited company, Bhudeo Khadya Udhyog Private Limited (BKUPL) is a 

manufacturing unit that produces rice, aata, besan, sooji, jeera and pulses under the brand name of HULAS. The company 

has been established by a group of nine people from diverse businesses, representing the Golchha Organisation. Mr. 

Surendra Kumar Golchha is the managing director of the company. The factory plant is situated in Lalbandi, Sarlahi district 

of Province 2, while the head office is in Biratnagar, Province 1. Raw material is procured primarily from domestic market, 

with the rest being fulfilled through imports from India. 

 

Key Financial Indicators 

Amount in NPR million 
Audited Provisional 

FY2016 FY2017 FY2018 FY2019 FY2020 

Operating Income-OI (Sales; in NPR Million) 904 996 1,048 988 897 

OPBDIT2/OI (%) 8.0% 8.1% 8.0% 9.4% 8.1% 

Total debt/Tangible net worth-TNW (times) 2.78 2.63 1.84 2.11 2.01 

Total Outside Liabilities/TNW (times) 3.01 2.93 1.96 2.36 2.16 

Total Debt/OPBDITA (times) 8.51 7.26 6.29 6.88 8.50 

Interest Coverage (times) 1.85 2.10 1.57 1.45 1.19 

DSCR (times) 1.74 1.97 1.62 1.51 1.34 

NWC/OI (%) 75% 64% 59% 77% 82% 

Current Ratio 1.13 1.09 1.20 1.19 1.22 

 
 

 

 

 
2 Operating profit before depreciation, interest, tax and amortization 

http://www.icranepal.com/
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Annexure-1: Instrument details  

Instrument Limit (NPR in Million) Ratings 

Short-term loan, fund based   

Overdraft 77.5 

[ICRANP] A4+ Short term loan-I /Demand Loan 485 

Short-term loan -II (seasonal loans) 150 

Total short-term loan, fund based (A) 712.5  

   

Short-term loan, non-fund based   

LC 15 
[ICRANP] A4+ 

Bonds & Guarantee (within LC limit) (5) 

Total short-term, fund based (B) 15  

   

Grand total (A+B) 727.5  

 

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

For more information, visit www.icranepal.com   
 

ICRA Nepal Limited 

Sunrise Bizz Park, 6th Floor, Dillibazar, Kathmandu, Nepal 

Phone:+977 1 4419910/20 

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 
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