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Accord Pharmaceuticals Limited1: [ICRANP] LB/A4 reaffirmed; ratings 

removed from Issuer Not Cooperating category 

December 6, 2022 
 

Summary of rating action: 

Instrument* (Amount in NPR 

million) 

Last Rated 

Amount  

Current Rated 

Amount  
Rating action 

Fund based; long term limits 701.0 684.5 
[ICRANP] LB; reaffirmed and removed from 

Issuer not cooperating category 

Fund based; short term limits 159.0 429.0 
[ICRANP] A4; reaffirmed and removed from 

Issuer not cooperating category 

Non-fund based; short term limits 50.0 45.5 
[ICRANP] A4; reaffirmed and removed from 

Issuer not cooperating category 

Total  910.0 1,159.0   
*Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has reaffirmed both the long-term rating of [ICRANP] LB (pronounced ICRA NP L B) and the short-term rating 

of [ICRANP] A4 (pronounced ICRA NP A four) of Accord Pharmaceuticals Limited. The ratings have been removed from 

issuer not cooperating category. 

 

Rationale 
The ratings continue to remain constrained by Accord’s highly leveraged capital structure following high debt funded 

capex for its manufacturing unit in the capital region. As the business is yet to be stabilized, the company’s revenue has 

remained low vis-à-vis projected estimates as well as considering its capex, supressing its overall financial profile. 

Moreover, amid highly competitive and fragmented nature of market, low entry barriers, low duty protection and uptick 

in interest rates in the banking system, the company’s incremental revenue profile, capitalization profile and coverage 

ratio are likely to remain stretched over the medium-term requiring support from the promoters to ensure timely 

servicing of its debt obligations. Although the company’s debt servicing ability is partly supported by low principal 

repayment obligations in early years, the company’s incremental debt servicing ability will depend on the company’s 

ability to scale up its revenue profile.  ICRA Nepal also notes supply chain risk pertaining to raw materials procurement 

and delays in obtaining marketing license for new products, affecting its incremental revenue profile.  

 

However, the ratings derives comfort from Accord’s promoters’ extended experience in pharmaceutical trading and 

qualified management team having adequate experience in the industry. The ratings reaffirmation also derives comfort 

from the commissioning of the commercial operation and gradual increase in product portfolio (with new products in 

pipeline) offsetting the project execution risk. ICRA Nepal notes positive demand outlook for domestic pharmaceutical 

products along with ample growth scope through import substitution. Moreover, the rating reaffirmation also factors in 

the company’s location specific advantages and established supply chain through promoter’s previous linkages. 

 

 

Key rating drivers  

Credit strengths 
Commencement of commercial production and support from promoters 

Accord has begun the commercial production of the medicines in different forms like tablets, capsules, ointments and 

syrups from FY2021, with FY2022 being the first full year of operation. The company has garnered sales of ~NPR 54 million 

in FY2022 with ~59 products available in the market and ~14 new products waiting from approval from the authorities 

 
1 Formerly Accord Pharmaceuticals Private Limited 
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for marketing. Moreover, during the stabilisation period Accord is continuously receiving financial support from the 

promoters which has supported its liquidity profile and debt servicing which remains a positive. Experienced and qualified 

management team supporting day to day activities also remains a positive.  

 

Positive outlook and location specific advantage 

With above 50% of Nepalese pharmaceutical industry catered by imports, mainly India, the scope for domestic 

manufacturers remains high through import substitution. Kathmandu valley, where the company’s manufacturing unit is 

set up, is also the major market for pharmaceutical business as major hospitals are in this region. Hence, proximity to the 

major demand centre remains a positive from supply side logistical benefits.  

 

Credit Challenges 
High project stabilisation risk  

With FY2022 being the first year of full operation, Accord’s operational track record in the Nepalese pharmaceutical 

industry remains limited. Hence, the company faces challenges pertaining to market penetration and developing brand 

recognition at present, resulting in a low-capacity utilisation and low operational cashflows vis-à-vis the project 

investment. In addition to this, delay in receipt of marketing license for new products from the regulatory body also 

remains a concern, which could stretch the company’s stabilization process.        

 

Highly leveraged financials; debt servicing indicators to remain stretched 

Accord’s production unit in the country’s capital region was set up with a capex of ~NPR 1200 million (at cost, excluding 

the revaluation of land). Given the sizeable debt-financing in the project cost and weak operational cashflows in early 

years, the company has been reporting losses amid significant depreciation and interest expenses. As a result, the 

capitalisation profile of the company remains highly leveraged with gearing of ~7.7 times in FY2022. Amid the recent 

uptick in the interest rates in the banking sector, such highly leverage capital structure is expected to put further pressure 

on its coverage metrices like interest coverage and DSCR. Although, the company’s revenue is expected to grow over the 

years with introduction of new products in the market, its financial and coverage indicators are likely to remain stretched 

over the near term and remains a major concern.      

 

Fragmented market, low entry barriers and exposure to cheaper imports – The domestic pharmaceutical industry 

remains competitive and fragmented with large number of manufacturers and traders. The industry is also witnessing 

fresh capacity creation in recent years which is likely to intensify the competition, exert pricing pressure and moderate 

margins of all players. At the same time, low import barriers on pharmaceutical products also expose the domestic 

players to competition from cheaper imports. All these factors remain challenges to the incremental cash flow and 

profitability of the domestic players like Accord. 

 

Exposure towards supplier chain and regulatory risks – Accord is completely dependent on imports of all its raw 

materials like active pharmaceutical ingredients (API), excipients, packing materials etc., which exposes the company to 

supply chain disruption risk. The sector also remains vulnerable to regulatory risks. Therefore, issues like price ceiling on 

certain products could affect the company’s revenue and profitability. 

 

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  

 

Link to last rating rationale: 
Accord Pharmaceuticals_Rating Rationale_INC  

About the company 
Accord Pharmaceuticals Limited (Accord) is a new entrant in Nepalese pharmaceutical industry established as a private 

limited company. The company was registered in 2013 with no operational assets. The company was later converted into 

http://www.icranepal.com/
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
https://www.icranepal.com/wp-content/uploads/2022/08/A.25-Accord-Pharmaceuticals-Private-Limited-Rating-downgraded-and-moved-to-%E2%80%98Issuer-Not-Cooperating-category-with-notice-for-rating-withdrawal.pdf
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public limited company in July 2021. The company has established its manufacturing unit in Kathmandu and is in business 

of pharmaceuticals production using active pharmaceuticals ingredients (API) imported from India and China. 

 

Accord has its corporate office in Tinkune, Kathmandu and factory in Mahalaxmi, Lalitpur. The business is chaired by Mr. 

Bishal Pandit, who holds 40% stake in the company. Remaining stakes are held by 20 other shareholders. 

 

Key financial indicators  
 FY2022 (Audited) 

Operating income-OI (sales in NPR million) 54.3 

OPBDITA/OI (%)   Negative 

Total debt/Tangible net worth (TNW; times)* 7.7 

Total outside liabilities/TNW (times) 7.5 

Total debt/OPBDITA (times)  Negative 

Interest coverage (times)  Negative 

DSCR (times) Negative 

NWC/OI (%) 149% 

Current ratio 0.3 
Source: Company data 

(*- Excluding the revaluation reserve of ~NPR 125.98 million) 

 

Annexure-1: Instrument Details  

Instrument  

Last rated Amount 

(NPR million) 

Current Rated 

Amount (NPR 

Million) 

Rating Action 

Long Term Limits    

Long term, Fund based (term loan) 701.0 684.5 

[ICRANP] LB; reaffirmed and 

removed from Issuer not 

cooperating category 

Total long term, fund based (A) 701.0 684.5  

    

Short Term Limits    

Fund based (revolving working 

capital/ TR /short term loan) 
159.0 159.0 

[ICRANP] A4; reaffirmed and 

removed from Issuer not 

cooperating category 

Bridge gap loan - 270.0 

Non-fund based (letter of credit/ bank 

guarantee) 
50.0 45.5 

Total short term, fund based/non-

fund based (B) 
209.0 474.5 

Grand total (A+B) 910.0 1,159.0  

 

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

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