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Ganapati Vanaspati Private Limited: Ratings upgraded to [ICRANP] 

LBB+/A4+ 

June 14, 2021 
 

Summary of rated instruments 

Instrument (NPR million) 
Previous rated 

amount  

Current rated 

amount 
Rating action 

Long-term loan limits 240.3 216.5 [ICRANP] LBB+; upgraded from [ICRANP] LBB 

Short-term loan limits 2,759.7 4,345.0 [ICRANP] A4+; upgraded from [ICRANP] A4 

 Total 3,000.0 4,561.5   
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has upgraded the long-term rating of Ganapati Vanaspati Private Limited (Ganapati) to [ICRANP] LBB+ 

(pronounced ICRA NP L double B plus) from [ICRANP] LBB. ICRA Nepal has also upgraded the short-term rating for 

Ganapati’s enhanced short-term loans to [ICRANP] A4+ (pronounced ICRA NP A four plus) from [ICRANP] A4. 

 

Rationale 
The upgrade in the ratings factors in the company’s improved financial profile in FY2020 as reflected in its improved 

operating margins and lower reliance on debt. This was supported by the strong and profitable export operations (export 

of refined palm olein and soya bean oil to India, mainly on account of duty arbitrage) and the full retention of profits, which 

led to sharp improvements in the debt coverage and service indicators. The ratings also favourably view Ganapati’s long 

track record of operations (over 22 years), leading to good brand recognition and an established distribution network with 

long-term dealer relationships developed over the years. The ratings also derive comfort from the company’s experienced 

directors/management along with its linkages to the reputed Lucky Group, which has an established presence in various 

manufacturing, trading and services sectors in the country. 

 

The ratings are mainly constrained by the regulatory risks surrounding the current tariff differential and other trade 

regulations with India; any unfavourable changes herein could impact future export prospects and hence the company’s 

financial profile. Rating concerns further emanate from the recent capacity additions in the industry, mainly factoring in 

the export prospects along with the low entry barriers, leading to intense competition in the industry. The company also 

had a high working capital intensity (net working capital to operating income) of ~35% in FY2020 despite the improvement 

in recent years. Ganapati is also exposed to forex risk as it imports most of the raw materials in foreign currencies while 

the sales realisations are largely in domestic currency or pegged in Indian currency. As it is an agro-based company, 

Ganapati is also exposed to the volatility in raw material prices arising from climatic conditions, which could impact its 

margins.  

 

Going forward, the company’s ability to sustain the improvement in its financial profile, irrespective of the continuation of 

export revenues, will remain a key rating sensitivity. The upgradation of the ratings factors in the improvement in the 

capitalisation profile because of the profit accruals. Therefore, Ganapati’s future dividend policy will also remain a key 

rating monitorable. 
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Key rating drivers  
 

Credit strengths 
Adequate scale in fragmented industry; healthy revenue growth supported by profitable export operations – Ganapati 

is among the larger players in the fragmented edible oil industry, both in the domestic as well as export market segments. 

It has witnessed a steady revenue growth at a compound annual growth rate (CAGR) of ~20% in the last three fiscals 

(FY2017 to FY2020). The growth was mainly supported by the increasing focus on high-margin export revenues while the 

domestic sales declined marginally. Ganapati derived ~44% of its FY2020 revenues from exports to India (~25% in FY2019), 

mainly palm olein (~60% of total export revenues), while the rest was largely soya bean oil exports. After the restriction on 

the import of palm oil by India from mid-May 2020, almost the entire export revenues in H1 FY2021 were driven by soya 

bean oil with the share of export revenues increasing further to ~50%. Hence, soya bean oil became the largest contributor 

to overall revenues in H1 FY2021 at ~60% (~35% in FY2020), followed by sunflower oil (~27%) and palm olein (~11%).  

 

Improvement in financial profile – Ganapati’s financial profile improved in FY2020 on the heels of better operating profit 

margins and internal accruals, thereby leading to lower debt levels and better coverage indicators. The company’s 

operating margins improved to ~10% in FY2020 from ~7% in FY2019, mainly on account of improved export sales, which 

offer better margins on account of duty arbitrage. The retention of incremental profits led to a sharp reduction in the 

gearing level with total debt to tangible net worth at 2.2 times as of mid-July 2020 (6.0 times as of mid-July 2019), total 

debt to OPBDITA at 2.9 times in FY2020 (6.9 times for FY2019) and net cash accruals to total debt of ~27% in FY2020 (~7% 

in FY2019). The lower gearing and reduced borrowing rates led to a comfortable interest coverage ratio of 6.8 times in 

FY2020 (2.3 times in FY2019). Going forward, Ganapati’s ability to sustain the improvement in margins and control the debt 

levels will remain crucial. Hence, the continuation of export revenues and/or Ganapati’s future dividend policy will have a 

bearing on its financial profile. 

 

Long track record of operations and experienced promoters – Ganapati has been in the edible oil processing business for 

over 22 years and has established its brand image over these years. It is also a part of the Lucky Group, which has a diverse 

presence across various sectors such as manufacturing, trading, services, and finance, among others. The company has an 

adequate distribution network comprising over 100 dealers across the country as well as in export markets, mostly the 

cities close to the Indo-Nepal border. Ganapati’s long-standing relation with most of these dealers provides comfort despite 

its slightly high reliance on the top 10 dealers (~53% of FY2020 sales).  

 

Credit challenges 
High working capital intensity and moderate liquidity; sustainability of recent improvement remains to be seen – Despite 

some moderation in recent years, Ganapati’s working capital intensity has generally remained high on account of its export 

operations. Export sales, which increased significantly in FY2020, have a quicker payment cycle, leading to a moderation in 

the debtor days (decreased to ~61 in FY2020 from ~77 in FY2019). This, along with the controlled inventory levels, lowered 

the working capital intensity to ~35% in FY2020 (~51% in FY2019). However, the same remains fairly high despite the 

moderation. At the same time, the recent improvement is attributed to the export operations; the company’s ability to 

maintain the improvement on a sustained basis remains to be seen. Ganapati has made full use of its working capital 

drawing power, which leaves a limited cushion against near-term liquidity shocks (average utilisation of ~100% in last 2-3 

years; ~96% as of mid-July 2020).   

 

Regulatory risks and increasing competition – The edible oil processing industry remains prone to regulatory changes as it 

is an essential commodity. The duty protection accorded to the sector remains low compared to others, which reduces the 

entry barriers and increases competition among the players. The current differential trade tariffs among South Asian Free 

Trade Area (SAFTA) member countries and other countries have opened up avenues for exports to India. Multiple large-

and-small-scale players have boosted their capacity in recent years to cater to the export prospects. This might be a concern 

if the export prospects are lowered through regulatory changes like the recent halt on the export of palm olein by India 
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from mid-May 2020. Hence, the current high export revenues from soya bean oil also remain vulnerable to regulatory 

changes by the Government of India. Any unfavourable regulatory changes could moderate the company’s financial profile.  

 

Complete reliance on imports for raw materials; exposure to associated price and forex risks – Nepalese oil 

producers/refiners mostly import crude edible oil as the domestic production only fulfils a small portion of the annual 

requirement. Most of the imports are made from Argentina, Ukraine, Canada, Indonesia, Malaysia, etc. Large-scale players 

like Ganapati are completely dependent on import from these countries for their raw material requirements. Any change 

in import regulations or the climatic impact on raw material prices can have a direct impact on Ganapati’s business and 

cash flows. Given its high reliance on imports, the company also remains exposed to the risk arising from volatility in foreign 

exchange rates. However, it has been partially hedging its forex exposure to lower these risks, which provides comfort. 
 

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 1998, Ganapati Vanaspati Private Limited (Ganapati) is the producer/refiner of various types of edible oils, 

viz. sunflower, soya bean, palm oil, mustard oil, under several brands namely, Safari, Safari Health, Chhakra and Ramdev. 

Its registered office is in Tripureshwor, Kathmandu while its factory is in Simara, Bara. The company is a part of the Lucky 

Group, which has operations across various manufacturing segments, trading, services, and the finance sector among 

others. As of now, the company’s shares are held by five individuals from the Group (Mr. Amit More is the largest 

shareholder with a 31.4% stake). Mr. Rajiv More is the Chairman of the company. 
 

Key financial indicators 

 Audited 

FY2017 FY2018 FY2019 FY2020 

Operating Income (OI; NPR million) 3,160 3,750 4,563 5,497 

OPBDITA/OI (%) * 3.1% 3.2% 7.2% 10.3% 

Total Debt/Tangible Net Worth (TNW; times) 5.7 7.8 6.0 2.2 

Total Outside Liabilities/TNW (times) 6.1 8.3 6.4  2.6  

Total Debt/OPBDITA (times)* 14.25 17.01 6.9 2.9 

Interest Coverage (times)* 2.62 1.41 2.3 6.8 

DSCR (times) 1.9 1.3 1.9 5.3 

NWC/OI (%) 48% 57% 51% 35% 
* Including VAT refunds as operating income till FY2018; excluding the same, these indicators were negative for FY2017-2018 

 

Annexure-1: Instrument details  

Instrument (NPR million) 
Previous rated 

amount  

Current rated 

amount 
Rating action 

Long-term limits (A) 240.3 216.5 [ICRANP] LBB+; 

upgraded Fund based; term loans  240.3 216.5 

    

Short-term loan limits (B) 2,759.7 4,345.0 

[ICRANP] A4+; 

upgraded 

Fund based - Working capital loans (Overdraft - OD/Demand loan 

- DL/Trust receipt - TR/Short-term loan - STL) 

939.7 825.0 

Fund based; OD/DL/TR/STL (within funded/non-funded limits) (3,265.0) (6,603.5) 

Non-fund based limits – Letter of credit (LC)/Bank guarantee (BG) 1,820.0 3,520.0 

Non-fund based limits – LC/BG (within funded limits) (1,150.0) (2,240.0) 
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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 (NPR million) 
Previous rated 

amount  

Current rated 

amount 
Rating action 

    

Grand total (A+B) 3,000.0 4,561.5.0  
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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, 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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