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Accord Pharmaceuticals Private Limited: [ICRANP] LB+/A4 assigned;  

January 25, 2021 
 

Summary of rated instruments: 

Instrument* 
Rated Amount 

(NPR million) 
Rating action 

Long-term loans; fund based 701.0 [ICRANP] LB+; assigned 

Short-term loans; fund based 159.0 [ICRANP] A4; assigned 

Short-term loans; non-fund based 50.0 [ICRANP] A4; assigned 

Total 910.0  

*Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LB+ (pronounced ICRA NP L B plus) to the fund-based long-term 

limits of NPR 701.0 million of Accord Pharmaceuticals Private Limited (Accord). ICRA Nepal has also assigned a short-

term rating of [ICRANP] A4 (pronounced ICRA NP A four) to the short-term fund-based limits of NPR 159.0 million and 

short-term non-fund-based limits of NPR 50.0 million.  

 

Rationale 
The assigned ratings factor in Accord’s promoters’ prior experience in pharmaceutical products and medical equipment 
trading. This, coupled with the company’s experienced management team, remains a positive for the project offtake. 

The ratings also consider positive demand outlook for the pharmaceutical sector in the country, given the lower domestic 

production of pharmaceutical products vis-à-vis demand and the resulting high import dependence. The growth 
prospects for domestic players through import substitution remain good, albeit challenging. The ratings further take 

comfort from the commissioning of Accord’s first and only manufacturing unit, which eliminates the project execution 
risk. The project’s location in Kathmandu valley is also expected to give the company a locational advantage in logistical 

issues. Accord’s product portfolio of over 100 molecules and coupled with the established supply chain developed by its 
promoters over the years is expected to mitigate the offtake risk and enable the market penetration strategy of the 

company.   

 

The ratings, however, are constrained by Accord’s high off-take risk given the highly competitive and fragmented nature 

of the market comprising multiple large and established players. Offtake risk is further exacerbated by low entry barriers 

and low duty protection against imports. The customer’s acceptance of Accord’s product and the brand recognition in 

the market is likely to take time, which is likely to result in subdued revenue growth in the stabilisation period. This, 

coupled with Accord’s expected high gearing level, is likely to result in moderate-to-weak debt coverage ratios which has 

been factored into the rating action. At the same time, the working capital-intensive nature of the business and low cash 

cushion in the early years are likely to strain the liquidity of the company. The ratings assigned also factor in the supply 

chain risk pertaining to raw materials procurement and regulatory risk regarding custom tariffs. 

 

Key rating drivers  

Credit strengths 
Positive demand outlook for pharmaceutical manufacturers  

As per the industry literatures, the Nepalese pharmaceutical market size is estimated at ~NPR 50 billion with domestic 
players accounting for less than 50% market share. The large market share is accounted by foreign pharmaceutical 

players, mostly Indian (~85% in FY20201). As a major market share is still held by foreign pharmaceuticals, scope for 

growth of domestic players via import substitution remains high. However, given the high economies of scale available 
with the foreign players and their strong presence in the Nepalese market, rapid substitution remains challenging. 

 
1 As per NRB macroeconomic data for FY2020, India accounts for 84.6% of total medicine import. 
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Nonetheless, with growing capacity of the domestic players, the pace of growth of pharmaceutical imports has remained 

low (CAGR of ~2% in the last four years ending FY2020). This remains a positive for new players like Accord with 
considerable production capacity, which is likely to result in relatively better economies of scale vis-à-vis industry peers, 

notwithstanding the offtake risk.  

 

Experienced promoters and qualified management team  
The major promoters of the company have around three decades of experience in hospital equipment, medical gas and 

pharmaceutical trading, among others. Long experience and traction developed by the promoters with the industry 
stakeholders and the established supply chain created by them remains a positive for the project offtake and brand-

building of Accord. Apart from its promoters, the management team of the company also have extended experience in 

the pharmaceutical industry across Nepalese and the Indian markets.  
 

Completion of the manufacturing unit and established supply chain 
Accord has completed setting up its manufacturing unit and is ready for the commercial production of medicines, for 

which it has already applied for marketing licence at the Department of Drug Administration. Accord plans to introduce 
over 100 products across different product forms and segments over the medium term. Similarly, an established supply 

chain with a network of over 70 distributors (created by the promoters as a part of their trading business), provides a 
comfort for a relatively better off-take for Accord’s product. 

 

Location-specific advantage 
The company’s factory is set up in the capital region and a major economic centre of the country. Kathmandu valley is 

also the major market for pharmaceutical business as major hospitals are located around this region. Hence, proximity 
to the major demand centre remains a positive due to the supply side logistical benefits.  

 

Credit Challenges 
High off-take risk  
The pharmaceutical industry in Nepal is highly fragmented and competitive with more than 50 domestic pharmaceutical 

manufacturers already in operation. With established domestic and foreign players in the market, Accord’s ability to 

build traction among the consumers and establish a brand remains to be seen. Moreover, Accord plans to specialize in 
prescription-based medicine, for which acceptability of the medical practitioners and customers remains a major 

challenge. Accord’s ability to ensure a healthy off-take will have a significant bearing on its financial indictors and hence 
remains a key rating sensitivity. 

  
Gearing level and debt indicators likely to remain stretched during stabilisation phase 

Accord’s manufacturing unit was set up at an estimated project cost of ~NPR 1 billion with a debt: equity ratio of 70:30. 

The company has made considerable investment in the manufacturing unit with a higher-than-industry-median 
production capacity which remains a long-term positive. However, during initial years of operation, utilised capacity is 

expected to remain sub-optimal, resulting in moderate to weak cash accruals. High debt-funded capex and expected 
operating losses during the stabilization period is likely to erode the capital base and deteriorate its gearing level. 

Similarly, the high working capital intensive nature of the business is expected to strain the liquidity profile and is likely 
to necessitate the fresh infusion of external funds. Moreover, low-capacity utilisation, moderate cash flows and high 

debt burden is likely to result in stretched coverage indicators during the stabilisation period, which has been factored 
into the rating action.  

 

Intense competition amid low-entry barriers 
The Nepalese pharmaceutical industry already has a large number of established players in the market along with a few 

others in the pipeline. Moreover, low barriers to entry to new players and capacity expansion by existing players remains 
a threat. Similarly, relatively low import tariffs of ~5% in procurement of finished medicine also aggravates competition 

from pharmaceutical traders involved in the import of foreign medicines in the country. 
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Supply chain and regulatory risks 

Accord’s major raw materials like active pharmaceutical ingredients (API), excipients, packing materials are to be 
imported from India, which exposes the company to the supply chain disruption risk. Accord is also exposed to changes 

in regulatory risk relating to changes in custom duty of raw materials.  
 

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 
Accord Pharmaceuticals Private Limited (Accord) is a new entrant in the Nepalese pharmaceutical industry registered as 
a private limited company in 2013. The company has commissioned its first manufacturing unit in the Kathmandu region 
and plans to start commercial operation from February 2021. It is in the business of pharmaceuticals molecules 
formulation and drug production, using active pharmaceuticals ingredients (API) imported mainly from India. Accord 
plans to produce wide range of general as well as chronic medications in the cardiac and the anti-diabetic segments. The 
company plans to produce medicines in the form of tablets, capsules, liquid, and ointments. 

Accord has its corporate office in Tinkune, Kathmandu and factory in Mahalaxmi, Lalitpur. The business is chaired by Mr. 
Bishal Pandit, who holds 33% stake in the company. Other two directors, Mr. Krishna Prasad Kandel and Mr. Shreedhar 
Khanal hold 24% and 5% stake in the company. The remaining stakes are held by 15 individual shareholders. 

 

Annexure-1: Instrument Details  

Instrument  
Current Rated Amount 

(NPR Million) 
Rating Action 

Long-term Limits   

Long-term, Fund-based (term loan) 701.0 [ICRANP] LB+; assigned 

Total long-term, fund-based (A) 701.0  

   

Short-term Limits   

Fund-based (revolving working capital/ TR /short term loan) 159.0 
[ICRANP] A4; assigned 

 
Non-fund based (letter of credit/ bank guarantee) 50.0 

Total short-term, fund-based/non-fund based (B) 209.0 

Grand total (A+B) 910.0  

 

Analyst Contacts:   
Mr. Sailesh Subedi, (Tel No. +977-1-4419910/20) 
sailesh@icranepal.com   
  
Mr. Manish Sigdel, (Tel No. +977-1-4419910/20) 
manish@icranepal.com   

 

Relationship Contacts:   
Ms. Barsha Shrestha, (Tel No. +977-1-4419910/20) 
barsha@icranepal.com    
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https://www.icranepal.com/wp-content/uploads/2019/11/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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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, 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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