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Hulas Auto Craft Private Limited: Ratings placed on Watch1 with 

Negative Implications 

January 02, 2023 
 

Summary of rating action: 

Instrument (Amount in NPR Million) 
Last Rated 

Amount  

Current Rated 

Amount  
Ratings 

Long-term loan limits 249.7 30.0 
[ICRANP] LBBB-@ 2 ; placed on Watch 

with Negative Implications 

Short-term loan limits 2,770.6 3,608.8  
[ICRANP] A3@; placed on Watch with 

Negative Implications 

Total 3,020.3 3,638.8  

* Instrument details are provided in Annexure-1 
 

Rating action   
ICRA Nepal has placed the ratings of Hulas Auto Craft Private Limited (HAC or the company) on Watch with Negative 

Implications, as indicated by long-term rating of [ICRANP] LBBB-@ (pronounced ICRA NP L triple B minus) and a short-

term rating of [ICRANP] A3@ (pronounced ICRA NP A three) respectively. 

 

Rationale  
The rating Watch with Negative Implications mainly factors in the expected impact of the ongoing demand constriction 

on the company’s margins and debt service indicators. Amid the inflationary economic outlook, HAC’s revenues have 

witnessed a steep decline of ~50% in 5MFY2023 on YoY basis. While HAC has been able to report steady improvements 

in operating profit margins due to the increased excise duty rebates, the company’s ability to sustain the margins amid 

a major drop in scalability will remain monitorable.  

 

The ratings are further constrained by the gradual elongation in the company’s working capital intensity (net working 

capital to operating income ratio) which has led to increased debt dependency. This, along with spike in borrowing rates, 

have led to a sharp moderation in HAC’s debt servicing indicators, which also remains a rating concern. ICRA Nepal also 

takes note of the company’s limited track record of operations with reliance on duty rebates for commercially feasible 

operations. Moreover, ratings consider the increasing competition in the industry given that other established 

players/brands in the two-wheeler (2W) segment, viz. Honda and Yamaha, also plan to start their assembly units.  

 

Nonetheless, the rating takes comfort from the company’s satisfactory financial profile characterized by improved 

gearing of ~1.7 times and total debt (TD) to OPBDITA of 3.8 times for 5MFY2023. ICRA Nepal also considers the company’s 

good operational profile as the sole assembler of Bajaj-branded vehicles, which has a strong market presence in Nepal, 

as reflected in the sizeable market share of HAC’s sister concern and sole dealer i.e., Hansraj Hulaschand and Company 

Private Limited (HHC, rated at [ICRANP] LBBB+@/A2@). The ratings also continue to draw comfort from the company 

being a part of the established Golchha Organisation. Going forward, HAC’s ability to generate adequate margins and 

hence ensure satisfactory debt coverage as well as capitalisation indicators would remain a key rating sensitivity. 

 

 

 

 
1 Please refer here for details on rating watch and its meaning. 
2 The symbol '@’ indicates rating on Watch with Negative Implications 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2020/07/What-is-a-Rating-Watch-and-what-does-it-convey.pdf
https://www.icranepal.com/wp-content/uploads/2020/07/What-is-a-Rating-Watch-and-what-does-it-convey.pdf
https://www.icranepal.com/wp-content/uploads/2022/12/A.137-Hansraj-Hulaschand-and-Company-Private-Limited.pdf
https://www.icranepal.com/wp-content/uploads/2020/07/What-is-a-Rating-Watch-and-what-does-it-convey.pdf
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Key rating drivers  
 

Credit strengths 
Satisfactory financial profile – HAC reported an improved OPM of ~5.8% in 5MFY2023 against ~4.3% in FY2021, aided 

mainly by the benefits from increased excise duty rebate to 50% from FY2022 (earlier 25%). The company’s debt coverage 

indicators also remain satisfactory with TD/OPBDITA of ~3.8 times and gearing of ~1.7 times as of mid-December-2022. 

While the company’s near-term debt service indicators are likely to continue reporting further moderations amid the 

rising interest rates, ICRA Nepal expects gradual improvements from FY2024 onwards, mainly through gradual liquidation 

of currently piled up inventory.  

 

Part of the Golchha Organisation with experienced promoters – HAC is a unit of the Golchha Organisation that has had 

an extensive presence (around eight decades) across diversified business sectors, mainly in manufacturing and trading, 

in the country. HAC is a backward integration for its sister concern and sole dealer of Bajaj brand 2Ws viz. HHC. Mr. 

Shekhar Golchha holds a majority stake across both these units and represents the boards of both units as the chairman. 

HHC is a relatively strong company as reflected in its ratings of [ICRANP] LBBB+@/A2@, and since lower costs associated 

with local assembly has helped HHC in improving its margins, HHC is expected to support HAC in case of exigencies. 

 

Credit challenges 
Weakening in demand outlook amid the inflationary environment – The demand outlook has sharply weakened for 

2Ws from the start of FY2023, which is evident from ~50% drop in revenues during 5MFY2023 as against 5MFY2022 

levels. Inflationary economic outlook and high interest rates are likely to keep the demand levels lower over the near to 

medium term. Amid this backdrop, HHC’s ability to sustain the margins remains to be seen. ICRA Nepal expects the 

company’s OPM to remain at or above 5% and this would remain a key monitorable as any unanticipated margin decline 

would significantly impact the company’s debt service indicators. 

 

Increased working capital intensity – The ongoing demand slowdown has led to a steady spike in the company’s 

inventory days to ~95 in FY2022 (~54 in FY2021), which further escalated to 116 in 5MFY2023, as the festive season 

demand was also much weaker than anticipated. Hence, HAC’s working capacity intensity surged to historically high 

levels of ~28% for 5MFY2023 (~17% for FY2021). This, along with lowering quantum of advances from HHC, has led to an 

increased dependency on debt (~95% of drawing power utilised as of mid-November 2022 as against ~70% as of mid-

April 2021, when last rated). With the recent spike in borrowing rates, the company’s debt servicing indicators have 

witnessed a major deterioration in 5MFY2023 (interest coverage ratio of 1.5 times in 5MFY2023 vs. 9.6 times in FY2021). 

Hence, the company’s ability to control working capital levels and reduce debt in accordance with lower revenue levels 

would remain critical. 

 

Limited track record and expected increase in competition – The company started its commercial operations as Nepal’s 

first 2W assembly line from FY2018 onwards and from early 2019 for three-wheelers (3Ws). HAC’s assembly operations 

have remained supported by the excise duty rebates announced by the government, hence exposing it to regulatory 

risks. Further, the company’s flagship product i.e. Bajaj brand 2Ws faces stiff competition from other established players 

like Honda and Yamaha, as well as from other growing brands like TVS. While TVS has also already started the local 

assembly, other leading brands are in the pipeline. With the start of assembly of all leading brands, HAC’s margins could 

witness competitive pressures. These concerns are accentuated by HAC’s high product-concentration risk (~80% 

revenues from the Pulsar model) and its absence in the growing scooter segment, wherein all competitors have good 

presence.  

 

Link to previous rating rationale:    

Rationale Hulas Auto Craft_BLR Surveillance_June 2021 

 

Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodology as indicated below.  

Links to applicable criteria:    

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2022/12/A.137-Hansraj-Hulaschand-and-Company-Private-Limited.pdf
https://www.icranepal.com/wp-content/uploads/2021/07/202.-Rationale_Hulas-Auto-Craft_BLR-Surveillance_June-2021.pdf
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Corporate Credit Rating Methodology  

 

About the company   
Established in 2013, Hulas Auto Craft Private Limited (HAC) is the authorised assembling unit of Bajaj brand two-wheelers 

and three-wheelers. The assembled vehicles are solely sold to its sister concern, Hansraj Hulaschand and Company 

Private Limited (HHC), the authorised distributor of those products for Nepal. HAC’s registered office is in Ganabahal, 

Kathmandu, Nepal with the assembly unit in Ramgram, Nawalparasi. The company is a part of the Golchha Group which 

has operations across various manufacturing and trading sectors in Nepal. As of now, the company’s shares are held by 

Mr. Shekhar Golchha (80%), followed by Mr. Akash Golchha (20%). Mr. Shekhar Golchha is the sole director of the 

company. 

 

Key financial indicators  

  
FY2020 

(Audited) 
FY2021 

(Audited) 
FY2022 

(Provisional) 
5MFY2023 

(Provisional) 

Operating income - OI (sales; NPR million) 7,605 12,711 10,745 2,640 

OPBDITA/OI (%)   2.49% 4.29% 5.59% 5.84% 

Total debt/tangible net worth (TNW; times)  5.63 3.52 3.12 1.72 

Total outside liabilities/TNW (times) 6.04 3.69 3.42 1.90 

Total debt/OPBDITA (times)  9.10 3.82 4.19 3.79 

Interest coverage (times)  1.63 9.62 2.77 1.47 

DSCR (times) 1.31 4.77 2.14 1.21 

Net working capital/OI (%) 21% 17% 27% 28% 
Source: Company data 

 

Annexure-1: Instrument details  

Instrument (Amounts in NPR Million) 
Limits last 
rated  

Current 
rated limits  

Rating Action  

Long-term limits (A) 249.7 30.0 [ICRANP] LBBB-@; placed on Watch 
with Negative Implications Fund-based facilities; Term Loan 249.7 30.0 

     

Short-term limits (B) 2,770.6 3,608.8 

[ICRANP] A3@; placed on Watch 
with Negative Implications 

Fund based - working capital loans 740.0 1,978.2 

Fund based limits (within non-funded limits) (1,970.0) (1,170.0) 

Non-fund-based limits 2,030.6 1,630.6 

Non-fund-based limits (within funded and 
non-funded limits) 

(1,190.0) (1,190.0) 

     

Total limits (A+B) 3,020.3 3,638.8  

 

Analyst Contacts  
Mr. Rajib Maharjan (Tel No. +977-1-4419910/20)  

rajib@icranepal.com   

 
Ms. Lumanti Maharjan (Tel No. +977-1-4419910/20) 
lumanti@icranepal.com    
  

http://www.icranepal.com/
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
mailto:rajib@icranepal.com
mailto:rajib@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, 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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