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Summary of rating action
Instrument*
(Amounts in NPR million)
Short term loans; Fund Based
Short term loans; Non- Fund Based
Total

Previous rated
amount
1,300
410
1,710

Current rated
amount
650
410
1,060

Rating action
[ICRANP] A3+; reaffirmed

* Instrument details are provided in Annexure-1

Rating action
ICRA Nepal has reaffirmed the short-term rating of [ICRANP] A3+ (pronounced ICRA NP A three plus) to the short-term
loans (including non-fund-based limits) of G.O. Automobiles Private Limited (GAPL).

Rationale
The rating reaffirmation mainly factors in the company’s comfortable financial profile with low leverage, satisfactory
coverage indicators and a comfortable liquidity position. These strengths are expected to help it in withstanding the
impact of sales slowdown amid the closure of the Ford’s manufacturing/assembly plants in India. The rating action also
positively notes GAPL’s established position in the Nepalese automobile dealership industry (since 2010), along with a
fair network presence across major cities in Nepal. This is expected to help the company in generating modest revenues
in initial years, as it shifts to trading of premium segment Ford branded vehicles (as against entry to mid-level segment
vehicles so far, being sourced from India based plant). The rating also favourably factors in the company’s experienced
management team and reputation of its promoter group (Golchha Organisation), which has long diverse presence (more
than eight decades), mainly in manufacturing and trading sectors in Nepal.
Nonetheless, the rating remains constrained by the expected adverse impact of winding down of Ford’s plants in India,
which would lead to discontinuation of all top selling models (Ecosport, Figo and Freestyle contributing to ~95% of FY2021
revenues), on company’s revenue base. ICRA Nepal also takes note of the likely pressure to the company’s margins while
liquidating the company’s current stock of India-made vehicles. However, the relatively lower stock position (mainly on
account of semiconductor chip shortage induced supply constraints) and the company’s strong reserves position provides
comfort. The rating also remains impacted by the stiff competition from the dealers of various established original
equipment manufacturer (OEM) brands like Toyota, in the premium segment vehicles, which would be GAPL’s major
product portfolio going forward. The company’s ability to penetrate this market segment remains to be seen. Further,
its future revenues would have higher correlation to economic cyclicality as the new product portfolio mostly caters to
the commercial vehicles (CV) segment. Going forward, the company’s ability to attain adequate revenue and margins
from the new product segment, along with its dividend policy will remain the key drivers for its financial profile and hence
would remain the key rating sensitivities.

Key rating drivers
Credit strengths
Comfortable financial profile – The company reported a good sales rebound in FY2021 (~26%), after the pandemic
induced slump of ~30% in FY2020. Further, GAPL’s operating margins improved to ~8.9% in FY2021 from 7.5% in FY2020,
which is reflected in improved total debt to OPBDITA of 1.9 times for FY2021 against 2.7 times in FY2020. Given the
company’s controlled gearing levels (0.5 times as of mid-July 2021), the debt service indicators also remained
comfortable with interest coverage of 7.3 times in FY2021, albeit some near-term moderations are expected amid rising
interest rates and likely sales slowdown which could lead to margin pressures. The company’s strong reserves position is

www.icranepal.com

1

expected to support its financial profile during the likely times of modest sales. Hence, its ability to attain adequate
revenue and margins in the new product segment and its dividend strategy would have a key bearing over its financial
profile. To this end, reduced dividend pay-out in FY2021 (~59% against average of ~125% during earlier two years)
provide comfort.
Adequate liquidity cushion – GAPL generally has good financial flexibility with generally low dependence on working
capital borrowings, which could help it in managing any near-term liquidity pressures. As of mid-January 2022, the
company had utilised only ~29% of its drawing power (unutilised drawing power of ~NPR 547 million) and the extent of
reliance on bank borrowings to finance its working capital requirements has been reducing in recent periods (56%
utilisation of drawing power as of mid-July 2021). GAPL has also reported improved working capital intensity (net working
capital to operating income) of 37% for H1FY2022 as against 43% in FY2020. Additionally, it follows secured sales
mechanism to dealers (through letter of credit), which provides additional comfort.

Credit challenges
Revenues to be impacted by the closedown of the Ford’s plants in India – In September 2021, Ford India decided to
close its vehicle assembly plant in Gujarat and vehicle/engine manufacturing plant in Chennai. GAPL’s sales revenue was
highly dependent on the sale of limited Indian made models (95% of its FY2021 revenues was from the Ecosport, Freestyle
and Figo models), which would now be discontinued. Thus, the revenue would be facing headwinds over the near to
medium term, until the sales of the Thailand made Ford vehicles (like Everest, Raptor and Ranger) pick the pace. In
addition to the revenue slowdown, near term margin pressures are also likely while liquidating the stock of India made
vehicles. However, the company has relatively lower stock as of mid-March 2022 (63 units with total value of ~NPR 184
million), mainly due to the semi-conductor chip shortage induced supply constraints. This along with company’s strong
reserves position provides comfort regarding its ability to absorb losses/margin pressures arising out of this event.
High competition from dealers of other established OEMs – The company would now be shifting from entry to midlevel vehicle segment to premium vehicle and pickup segment, most of which would be used for commercial purposes.
In this niche market segment, GAPL would be facing stiff competition from dealers of other established OEMs like Toyota,
among others. The company’s revenue performance in the premium CV segment remains to be seen.
Economic cyclicality and liquidity in banking could influence demand – With the shift to CV segment, the demand
outlook for GAPL would remain vulnerable to cyclical downturns in the economy and liquidity in banking. The targeted
customer segment viz. the infra projects, construction contractors, government entities, private corporates etc have
been impacted by the current macroeconomic challenges (mainly the depleting forex reserves and slow government
spending). Since vehicles are one of the largest imported commodities in Nepal, Government of Nepal has been gradually
discouraging the sector with stringent clauses on import of vehicles (50% margin requirement imposed for opening letter
of credit from December 2021). The premium vehicle segment could be subject to further restrictions going forward,
which also remains a rating concern. Additionally, the current tight liquidity condition in the banking sector has led to
high interest rates and slower loan disbursements, which has also been deterring the prospective customers.
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 2007, G.O. Automobiles Private Limited (GAPL) is the authorised national dealer for Ford-branded
vehicles in Nepal. The company is promoted by three individuals from the Golchha family with a major stake (~70%)
being held by Mr. Akash Golchha, the Managing Director of the company. GAPL is a part of the Golchha Organization,
which has a presence of more than eight decades with operations across various manufacturing and trading sectors in
Nepal. GAPL has a presence across the country through a network of 12 dealer showrooms and two own
showrooms/sales outlets.
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Key financial indicators
FY2019
(Audited)
3,972

FY2020
(Audited)
2,708

FY2021
(Audited)
3,481

H1FY2022
(Provisional)
1,305

5.8%
0.6
0.7

7.5%
0.5
0.6

8.9%
0.5
0.7

10.1%
0.2
0.4

Total debt/OPBDITA (times)

2.9

2.7

1.9

0.9

Interest coverage (times)

2.5

3.4

7.3

8.3

DSCR (times)

2.0

2.4

5.9

6.8

29%

43%

38%

37%

1.9

2.1

1.9

2.6

Operating income (OI; NPR million)
OPBDITA/OI (%)
Total debt/Tangible net worth (TNW) (times)
Total outside liabilities/TNW (times)

Net working capital/OI (%)
Current ratio
Source: Company data

Annexure-1: Instrument details
Instrument (Amounts in NPR million)
Short-term loan limits
Fund-based; Working Capital (Overdraft/Demand Loan/Short
Term Loan/Trust Receipt Loans)
Non-fund based; Letter of credit
Non-fund based; Bonds and Guarantees

Previous Rated
Amount
1,710

Current Rated
Amount
1,060

1,300

650

340

340

70

70

Rating Action

[ICRANP]A3+;
reaffirmed

Analyst Contacts
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.
For more information, visit www.icranepal.com
ICRA Nepal Limited
Sunrise Bizz Park, 6th Floor, Dillibazar, Kathmandu, Nepal.
Phone: +977 1 4419910/20
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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
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