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Dang Feed Industries Private Limited: [ICRANP] LBB+/A4+ assigned 
January 09, 2023 

 

Summary of rating action: 

Instrument * Rated Amount (NPR Million) Rating Action 

Long-term loan limits 41.65 [ICRANP] LBB+; assigned 

Short-term loan limits  545.15 [ICRANP] A4+; assigned 

Total  586.80  
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LBB+ (pronounced ICRA NP L double B plus) to Dang Feed Industries 

Private Limited’s (DFIPL) long-term loans and a short-term rating of [ICRANP] A4+ (pronounced ICRA NP A four plus) to its 

short-term loans. 

 

Rationale  
The assigned ratings factor in the adequate prior experience of the company’s promoters in the poultry sector, along with 

relatively low competition in its operating geography and major targeted markets so far. This has aided the company’s 

revenue growth in the initial years, thereby leading to a decent scale up of operations, compared to its short track record of 

around five years. The ratings draw comfort from DFIPL’s satisfactory capitalisation profile with a controlled gearing of 1.2 

times and total debt (TD) to OPBDITA of 2.8 times in Q1 FY2023. This has resulted in a comfortable debt service coverage 

ratio (DSCR) of 2.49 times in Q1 FY2023, despite the impact of rising borrowing rates. ICRA Nepal positively notes the 

company’s operating profit margin1 of 8-9%, despite the recent pressures exerted by rising input prices.  

 

Nonetheless, the assigned ratings are constrained by the recent spike in the company’s working capital intensity2 to ~34% 

in Q1 FY2023 (25% in FY2022), mainly due to an increase in debtor days. This has further pressurised DFIPL’s already 

stretched liquidity profile as evident from over-utilisation of drawing power as of mid-July 2022. The recent slowdown in its 

revenue trajectory, albeit with a moderate year-on-year (YoY) decline of ~9% in Q1 FY2023, accentuates the rating concerns. 

The ratings consider the company’s limited track record and the inherent risks in the poultry and related businesses (such 

as volatile realisations, vulnerability of margins to fluctuations in raw material prices, disease outbreaks, etc) that can affect 

its revenue and margins. Moreover, DFIPL’s operations and profitability are susceptible to the availability of raw materials 

(such as maize, soya), which might be impacted by the agro-climatic conditions in Nepal and India. Similarly, low entry 

barriers and high industry fragmentation (with many organised and unorganised players) would also have a bearing on its 

operations. Going forward, the company’s ability to attain adequate revenue and margins, manage its working capital levels 

and improve the capitalisation/coverage indicators would remain the key rating sensitivities. 

 

 

Key rating drivers  
 

Credit strengths 
Good growth in initial years – Despite being in operation for only around five years, the company has reported good scale 
up in revenues at a compounded annual growth rate (CAGR) of ~22% during FY2019 to FY2022. This was partly supported 
by the promoter’s prior experience (of around two decades) in the poultry sector and relatively lower competition among 
feed producers in the country’s western region (wherein its plant and major markets are located) as compared to central 
and eastern regions. DFIPL’s ability to continue the revenue trajectory considering gradually increasing competition in the 
region remains to be seen. 
 

 
1 Operating profit before depreciation, interest, taxation and amortisation (OPBDITA) as a % of Operating Income. 
2 Net working capital to operating income ratio; NWC/OI 
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Satisfactory financial profile – DFIPL reported slightly better operating profit margins among the rated pellet feed 
manufacturing units, which can be attributed to the relatively low competition in its geography. The company’s financial 
profile is characterised by a controlled gearing of 1.2 times and a TD/OPBDITA of 2.8 times for Q1 FY2023. These factors 
resulted in a comfortable coverage indicator with an interest coverage of 3.28 times and DSCR of 2.49 times for Q1 FY2023. 
While the increasing debt levels and rising interest rates are likely to moderate these indicators to an extent, the overall 
financial profile is expected to remain fair. 
 

Credit challenges 
Stretched liquidity amid high working capital intensity – DFIPL’s working capital intensity, which remained largely steady 
within 25-30% over the last three fiscals, increased to ~34% in Q1 FY2023. This was mainly on account of the increased 
debtor days of ~105 from ~90 in the past. Further, it has a sizeable chunk of aged debtors (>90 days), which remains a major 
rating concern. The company’s ability to implement prudent working capital management practices would remain crucial, 
given the sharp scale up in operations in the recent years. DFIPL’s dependence on bank borrowings to finance its working 
capital requirements is very high with its short-term borrowings generally exceeding its drawing power (excluding the 
debtors above 90 days, which are not eligible for drawing power assessment as per the offer letter). This leaves no headroom 
to absorb incremental credit/liquidity shocks and therefore raises concern regarding its liquidity profile and financial 
flexibility. 
 

Recent declined in capacity utilisation – The company’s capacity utilisation reduced to ~77% for Q1 FY2023 compared to 
an annual average capacity utilisation of ~90% during the last two financial years. This was mainly on account of the 
moderation in economic outlook and subdued demand levels and gradually increasing competition in the region. DFIPL’s 
ability to increase its market presence in the existing as well as new markets and hence generate adequate revenues would 
remain critical for its operational profile. 
 

Intense competition in business – The feed industry in Nepal is highly fragmented, mainly due to the low entry barriers 
leading to large number of players and stiff competition from other established manufacturers/brands. Hence, pricing 
flexibility could be further impacted as capacity creation within the country is much higher than the current demand levels. 
This could lead to further margin pressures, going forward.  
 
Agro-climatic risk and import dependence – The major raw materials, maize and soya bean, are subjected to various factors 
such as agro-climatic risks as well as risk of price fluctuations. These factors can affect the availability and pricing of these 
raw materials, which would in turn affect the company’s margins. Further, domestic feed producers such as DFIPL rely on 
import for most of the major raw materials. Any significant upward movement in input prices and/or regulation changes 
affecting the import of raw material could impact the margins amid the competition, which poses challenges in passing on 
the price hikes to the final 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 August 2016, Dang Feed Industries Private Limited (DFIPL) manufactures poultry/animal feed products and 

feed supplements. It manufactures four types of pellet feed, including poultry feeds (based on the type of chicken viz. broiler, 

layers, parent), cattle feeds, pig feeds and fish feeds. Each type of feed has four sub-categories based on the age of animals, 

i.e., pre-starter, starter, grower and final. The company also produces mash feeds and distributes its products under the 

brand name of Khurak. As of mid-October 2022, it had an annual installed capacity of 36,000 metric tonnes per annum. 

 

 

 

 

  

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
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Key Financial Indicators  

Amount in NPR million Audited Provisional 

 FY2019 FY2020 FY2021 FY2022 Q1 FY2023 

Operating income; OI (gross revenues) 1,236 1,515 1,739 2,254 512 

OPBDITA/OI (%) 7.5% 8.1% 6.8% 9.0% 8.1% 

Total debt/Tangible net worth - TNW (times) 2.21 1.76 1.38 1.15 1.23 

Total outside liability/TNW (times) 3.57 2.66 2.28 1.76 1.63 

Total debt/OPBDITA (times) 2.68 2.79 3.22 2.00 2.81 

Interest coverage (times) 3.69 4.78 4.75 5.71 3.28 

DSCR (times) 3.53 3.11 3.23 3.84 2.49 

Net working capital/OI (%) 19% 27% 27% 25% 34% 

Current ratio (times) 1.1 1.2 1.2 1.4 1.4 
Source: Company data 

 

Annexure-1: Instrument details  

Instrument 
Rated Amount  

(NPR Million) 
Rating Action 

Long term loan limits (A) 41.65 

[ICRANP] LBB+; assigned Term loan 34.67 

Auto loan 6.98 

   

Short term loan limits (B) 545.15  

Fund based; Overdraft 40.00 
 

 
 

[ICRANP] A4+; assigned 

Fund based; Demand loan 193.00 

Fund based; Trust Receipt (TR) Loan (within letter of credit - LC) (240.00) 

Fund based; Customer acceptance (within LC) (135.00) 

Fund based; Short-term loan (within TR; for 120 days) (135.00) 

Non-fund based; Letter of Credit (LC) 300.00 
 

Non-fund based; Bank guarantee 0.30 

Proposed short term loan, fund based  11.85  

   

Total (A+B) 586.80  
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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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