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Sushil Vanaspati Private Limited: [ICRANP] LBB/A4+ assigned 

January 11, 2021 
 

Summary of rated instruments 

Instrument*  Rated Amount (NPR Million) Rating Action 

Long-term loans; fund based 77.4 [ICRANP] LBB; Assigned 

Short-term loans; fund based 360.0 [ICRANP] A4+; Assigned 

Short-term loans; non-fund based  1,392.6 [ICRANP] A4+; Assigned 

 Total 1,830.0    

* 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 NPR 77.4-million fund-

based long-term loans of Sushil Vanaspati Private Limited (SVPL). ICRA Nepal has also assigned a short-term rating of 

[ICRANP] A4+ (pronounced ICRA NP A four plus) to the NPR 360-million fund-based and NPR 1392.6-million non-fund based 

limits of SVPL.  

 

Rationale 
The assigned ratings factor in SVPL’s long track record of operations and the experience of its promoter groups. The ratings 

also derive comfort from the steady demand prospects for edible oil in the country. Further, the ratings factor in the 

company’s established supply chain with over 250 distributors as of mid-July 2020 and synergy accruing from other food 

processing units in the promoter’s portfolio. The assigned ratings also consider the recent improvement in SVPL’s financial 

profile in FY2019 and FY2020 because of improved operating margin, healthy cashflows and coverage indicators, primarily 

aided by the spike in palm oil and soya bean oil exports in FY2019 and FY2020.  
 

The ratings are, however, constrained by the historically weak financial indicators of SVPL, characterised by accumulated 
losses, high gearing, stretched coverage indicators, high working capital intensity and tight liquidity position. The rating 
concerns also emanate from the fragmented edible oil market, low entry barriers and the resultant intense competition. 
Export revenues, mainly supported by palm oil and soya bean oil exports to India in the last two financial years, remain 
dependent on regulatory changes and import duty arbitrage and are susceptible to regulatory changes by India with palm 
olein import from Nepal already being put under the restricted category (from April 2020). SVPL imports all major raw 
materials and hence, remains exposed to forex risk as it purchases the raw materials in foreign currencies while the sales 
realisations are largely in the domestic currency or pegged Indian currency. Being an agro-based company, SVPL is also 
exposed to the volatility in the revenue stream arising from climatic conditions. Moreover, the company is exposed to the 
regulatory risks associated with imports and exports. 
 

Key rating drivers  

Credit strengths 
Adequate track record of operations and experienced promoters – SVPL has been in the crude edible oil production 

business for over three decades and has an established supply chain. The company has an established distribution network 

comprising 250 distributors across the country as well as in India. It is promoted by the Kedia Group, an old and reputed 

family-owned business group in Nepal. The Group has presence across diversified sectors such as manufacturing, 

education, healthcare, trading and financial services, among others, which remains a rating positive. 

 

Stable demand – Nepal’s import of crude oil/oil seed has grown by 10–15% in the last decade, indicating a steady growth 

in demand for edible oil in the country. The rising demand for edible oil, fuelled by urbanisation and the relatively stagnant 

domestic production of oil seed, presents opportunity and a positive demand outlook for domestic millers like SVPL.  

 

Strong sales growth supported by export – SVPL has reported strong sales at a CAGR of 59% during FY2017–FY2020, backed 

by a spike in export of refined palm olein and soya bean oil to India. The arbitrage opportunity created by high import duty 
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imposed by the Government of India on the import of these oil from third countries and lower duty on Nepalese export 

under preferential SAFTA1 trade terms supported the export opportunities for Nepalese players like SVPL. Refined palm 

olein and refined soya bean oil accounted for 68–69% of total sales in FY2019 and FY2020. Export sales accounted for 35% 

and 47% of the total sales in FY2019 and FY2020. While export has helped SVPL report marginal improvement in financial 

indicators, its sustainability remains to be seen.  

 

Credit challenges 
High gearing and weak capitalisation remain a challenge; sustainability of export-led improvement remains to be seen – 

The financial profile of SVPL improved in FY2020 due to better sales realisation, partly aided by high proportion of export 

revenues. For FY2020, the export revenues spiked by 73% (over FY2019) compared to the overall sales growth of 30%. The 

company accumulated losses till FY2019, which was recovered in FY2020. Nonetheless, the company still carries a high 

gearing level with TD/TNW of ~11 times as of mid-July 2020 (against -5.2 times in mid-July 2019), mainly due to director’s 

loan2,  TD/OBPDITA3 of 3.4 times (compared to 3.6 times in mid-July 2019) and TOL/TNWError! Bookmark not defined. of 14.6 times 

(against -11.8 times in mid-July 2019).  
 

 

Competitive pressure created by low entry barrier and fragmented industry – The business of edible oil production 

remains competitive as the entry barrier remains low and the industry has multiple large-scale players. Given the low-

margin high-volume nature of the business, additional capacity creation in the industry by new entrants and/or capacity 

enhancement by the existing players increases competition and erodes the industry margin for all players.   
 

Complete reliance on imports for raw materials and associated forex risk – Nepal is an importer of crude edible oil as the 

domestic production fulfils only a small proportion of the total domestic requirement. Most of these imports are from 

global players in the edible oil sector like Canada, the US, Malaysia, Indonesia, etc. Companies like SVPL are completely 

dependent on imports from these countries for their raw material requirement. Any change in the import regulations can 

have a direct bearing on SVPL’s business and cash flows. Given its high reliance on imports, the company also remains 

exposed to the risk arising from the volatility in the forex market.  
 

Regulatory risk – The sector remains prone to regulatory changes as it deals with an essential daily use commodity (edible 

oil). The duty protection accorded to the sector remains lower than others, which increases the competition for the players. 

Moreover, since the export of palm oil has been stopped and soya bean oil exports revenues remain vulnerable to 

regulatory changes of Government of India, rising doubts regarding the sustainability as well as continuation of 

improvement in financial performance. 

 

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  
 

  

 
1 South Asian Free Trade Area 
2 Director’s loan are interest free and subordinated to bank debt. 
3 TD-total debt, OPBDITA-Operating profit before depreciation interest tax and amortization, NCA-net cash accruals 
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About the company   
Sushil Vanaspati Private Limited (SVPL), incorporated in 1988, is involved in edible oil production through crude oil 

processing. The company is owned by the Kedia Group. Its products are sold in the domestic market and are also exported 

to India under the brand name Rajhans. SVPL’s raw material requirements, crude oil and mustard seeds, are mainly 

imported from countries like Canada, the US, Ukraine, Argentina, Malaysia and Indonesia. 
 

The company’s registered office is in Durbarmarg, Kathmandu, while its factory is in Birgunj. The entire equity stake in SVPL 

(paid-up capital of NPR 90 million) is held by four individuals from the Kedia Group. Mr. Ratan Lal Kedia, Chairman-cum-

Managing Director of the company, holds a 50% stake; the remaining stake is held by Mr. Vishwanath Kedia (11%), Mr. 

Mayank Kedia (14%) and Mr. Aditya Kedia (25%). Mr. Mayank Kedia and Mr. Aditya Kedia are also the directors of the 

company. 

 

Key financial indicators 

 
FY2018  FY2019  FY2020 

(Audited) (Audited) (Provisional) 

Operating Income-OI (NPR million) 1,949 3,347 4,226 

OPBDITA4/OI (%)   3.4% 5.9% 7.8% 

Total Debt/Tangible Net Worth* (TNW; times) -2.7 -5.2 11.3 

Total Outside Liabilities/TNW* (times) -6.0 -11.8 14.6 

Total Debt/OPBDITA (times)  9.0 3.6 3.4 

Interest Coverage (times)  2.1 2.8 10.4 

DSCR5 (times) 2.1 2.0 4.2 

NWC6/OI (%)  13% 14% 25% 

Current Ratio (times) 1.0 1.1 1.3 

* TNW computed after adjusting the revaluation reserves of NPR 127.9 million. 

 

Annexure-1: Instrument details  

Instrument 
Rated Amount (NPR in 

Million) 
      Rating Action 

Long-term loans; fund based (term loan) 77.4  [ICRANP] LBB; Assigned 

Short-term loans; fund based (overdraft) 30.0  [ICRANP] A4+; Assigned 

Short-term loans; fund based (Trust Receipt) 330.0  [ICRANP] A4+; Assigned 

Short-term loans; non-fund based (letter of credit-LC) 1,392.6 [ICRANP] A4+; Assigned 

Total  1,830.0   

 

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

Mr. Akendra Joshi (Tel No. +977-1-4419910/20) 
akendra@icranepal.com    

 
4 Operating profit before depreciation, interest, tax and amortization 
5 Debt service coverage ratio 
6 Net working capital intensity 
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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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