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Gharana Foods Private Limited: Ratings reaffirmed 

January 16, 2023 
 

Summary of rating action: 

Instrument (limits in NPR million) Last rated limits Current rated limits Rating Action 

   Long-term loans  55 34 [ICRANP] LBB-; reaffirmed  

   Short-term loans  700 721 [ICRANP] A4; reaffirmed  

 Total 755 755   

* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has reaffirmed the long-term rating of Gharana Foods Private Limited (Gharana/company) at [ICRANP] LBB- 

(pronounced as ICRA NP L double B minus). ICRA Nepal has also reaffirmed the short-term rating of the company at 

[ICRANP] A4 (pronounced ICRA NP A four).  

 

Rationale 
The ratings reaffirmation factors in Gharana’s long track record of operations (since 2008), along with its ability to report 

healthy revenue growth (CAGR of 13% in last three years ending mid-July 2022) and the extensive experience of the 

promoters in the agro-food industry. The ratings also take comfort from the stable demand outlook for the wheat-based 

products, which is a part of the staple diet and also remains a key raw material for FMCG1 food manufacturers. The 

ratings derive further comfort from the company’s wide product range, catering both the business-to-business (B2B) and 

business-to- consumer (B2C) segments. Recent addition of new product lines2 is expected to further diversify Gharana’s 

product profile/customer base and support the revenue growth, going forward. The company’s established distribution 

network and traction along with its diversified client base also supports the rating action.  

 

Nonetheless, the ratings remain constrained by the recent export ban of wheat grains by India, which could impact the 

company’s capacity utilisation and margins. Furthermore, the ratings remain impacted by the company’s stretched 

liquidity profile as evident from its high working capital intensity (net working capital to operating income ratio of ~30% 

for FY2022, despite recent moderations) and sustained overutilisation of drawing power. ICRA Nepal also takes note of 

the company’s leveraged financial structure (gearing of 2.47 times and total debt/OPBDITA of ~5 times as at mid-July 

2022) which would be impacting the debt service indicators amid a rising interest rate scenario. The ratings are also 

constrained by the low entry barriers and fragmented nature of the industry, which limits the pricing flexibility of industry 

participants. Moreover, the company’s operations and profitability are also susceptible to availability and pricing of raw 

material that remains affected by the climatic conditions as well as changes in trade and tariff related regulations, both 

in India and Nepal. Going forward, the company’s ability to improve the scale/margins and its working capital intensity, 

thereby enabling it to maintain comfortable liquidity and debt coverage indicators will remain a key monitorable.  

 

 

Key rating drivers 
 

Credit strengths 

Long track record of operations and experienced promoters – Gharana has been in operation since 2008 and its 

promoters have extensive experience of over four decades in the agro-food industry. The company has been promoted 

by three individual shareholders from the Goenka family (Mr. Vinay Kumar Goenka with 60% equity stake, followed by 

 
1 Fast moving consumer goods 
2 The company has added a new product, chickpea flour (besan), w.e.f. October 20, 2021; and maize flour and multigrain aata from 
November 2022. 
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Mr. Shrichand Goenka and Mr. Govind Prasad Goenka with 20% stake each). The promoter family is also engaged in the 

company’s day-to-day management, which has been aiding Gharana’s business growth so far.  
 

Steady revenue growth – The company reported a revenue CAGR of 13% over the last four years ending mid-July 2022 
(Y-o-Y revenue growth of ~15% in FY2022). The demand outlook is expected to remain stable, going forward, as wheat 
products form a part of the staple diet of the country. Further, wheat-based products (such as flour) form the primary 
raw material for FMCG food items and fast-food sectors across Nepal, offering demand support.  
 
Diversified customer and supplier base – The company has an established and diversified customer base from the FMCG 

sector, manufacturing sector and trading sector. Gharana’s sales are made under both B2B and B2C categories and it has 

adequately diversified products (refined flour, whole wheat flour, semolina, chickpea flour, maize flour, etc) and equally 

wide packaging options (1–50 kg packs) to cater to the demands from different customer segments. Also, a diversified 

supplier base for raw materials (mainly wheat), consisting of local players as well as multiple suppliers from India, 

cushions the supplier risk. During FY2022), the company has fulfilled ~60% of its raw material requirement through 

imports (through ~20 parties) and the rest through domestic purchases from local suppliers (through ~80 parties). 
 

Credit challenges 
High regulatory risks; recent changes have impacted profitability – Government policies such as changes in tax 
provisions would have a bearing on the performance of all industry players, including Gharana. Such recent instances 
include export ban of wheat grains from India (w.e.f. June 1, 2022), increase in agricultural reform fee (ARF) by 
Government of Nepal from 5% to 9% w.e.f. June 2020 (reversed to 5% from mid-September 2020), withdrawal of 25% 
VAT refund policy on Maida sales w.e.f. from FY2019, bringing whole wheat (aata) sales within VAT brackets (w.e.f. 
beginning of FY2020). These changes have impacted the profitability indicators as well as increased its reliance on debt 
financing to support its cash flow requirements. The recent export ban of wheat grains by India would also be impacting 
the company’s capacity utilisation (given the high dependence of ~60% on India for raw materials), in case of the inability 
to source the raw materials from other countries. Furthermore, import from third countries could lead to increased cost 
of production and hence impact the margins. Gharana’s ability to pass on the increased cost to the consumers is likely to 
remain low amid high competition and major reliance on price sensitive institutional buyers. 
 
Leveraged financial structure, stretched liquidity and moderate debt coverage indicators – The gearing of the company 

was high at 2.47 times as of mid-July 2022, and is expected to remain high over the medium term to support the growing 

scale of operations, amid the working capital-intensive nature of the business. Although the company has been gradually 

improving its working capital intensity (aided by decreased debtor and inventory days) over last four years ending mid-

July 2022 (47% in FY2019 to 30% in FY2022), the same may increase with the increased input prices and business 

scalability. The company’s stretched liquidity is also evident from the sustained overutilisation of its drawing power at 

115% as of mid-July 2022 (116% as of mid-July 2021). Future dividend decision will also have a bearing on the liquidity 

position and, therefore, the need for external borrowings to finance the working capital requirement. Gharana’s debt 

coverage indicators continue to remain moderate amid the increased interest rate environment in the banking industry. 

The company’s ability to maintain adequate coverage ratio amid the expected increase in working capital intensity as 

well as higher interest rates scenario remains to be seen.  

 

High competitive intensity – There are around 38 flour mills across the nation with around 10 players in the region where 

the company operates. The highly fragmented nature of the industry and low entry barriers and low complexity of the 

work involved increases the competitive intensity and pressurises the pricing flexibility for the company.  

 
Susceptibility to agro-climatic risks resulting in vulnerability of revenues and profitability – The flour-milling industry is 

susceptible to agro-climatic risks, which can affect the availability of wheat in adverse weather conditions. Wheat being 

an agro commodity, its price and availability are dependent upon the harvest, which in turn is dependent on rainfall and 

other climatic conditions. Fluctuations in supply that may arise with climatic conditions and various regulatory changes 

(export ban from India inter-alia) would expose the company to price-volatility risks.  

 
Link to the previous rating rationale: 

Rationale_Gharana Foods P.Ltd._BLR-Surveillance_November 2021 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2021/11/73.-Rationale_Gharana-Foods-P.-Ltd._BLR-Surveillance_November-1-2021.pdf
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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 March 2008, Gharana Foods Private Limited (Gharana) is a manufacturing unit that produces refined 

flour (maida), whole wheat flour (chakki aata), semolina, gram flour and bran from wheat grains under the brand name, 

‘Gharana’. The company was established by the Goenka family with shareholding from three family members (Mr. Vinay 

Kumar Goenka with 60% equity stake, Mr. Shrichand Goenka with 20% and Mr. Govind Prasad Goenka with 20%). The 

company’s manufacturing plant is at Siddharthanagar Municipality of Rupandehi District, Province No. 5, Nepal. The 

installed capacity of the refined flour unit, the major revenue contributor, is 32,400 metric tonnes per annum (MTPA) 

and the capacity utilisation was around 53% for FY2022. The major raw material, wheat, is largely imported from India 

(~50% of requirement imported from India in FY2022) with the rest procured from domestic suppliers.  

 

Key Financial Indicators 

Indicators 
FY2019 FY2020 FY2021 FY2022 

Audited Audited Audited Provisional 

Operating Income (OI; sales in NPR million) 963 1,078 1,216 1,404 

OPBDITA*/OI (%) 11% 10% 5% 6% 

Gearing (Total Debt/Tangible Net Worth (TNW; times) 3.79 2.96 3.11 2.47 

Total Outside Liabilities/TNW (times) 4.06 3.09 3.28 2.64 

Total Debt/OPBDITA (times) 5.01 4.78 7.90 4.99 

Interest Coverage (times) 1.60 1.74 1.51 1.91 

DSCR (times) 1.14 1.30 1.06 1.31 

Net working capital/OI (%) 47% 43% 39% 30% 

Current Ratio 0.96 0.98 1.01 1.01 

*Operating profit before depreciation, interest, taxes, and amortisation 

 

Annexure-1: Instrument details  

Instrument (Amounts in NPR Million) 
Last rated 

limits 

Current 

rated limits  
Rating Action 

Long-term Limits (A) 55.08 34.00 [ICRANP] LBB-; 

reaffirmed Long term loan - existing limit 55.08 34.00 

    

Short term loan limits (B) 699.92 721.00 

[ICRANP] A4; 
reaffirmed  

Fund-based; CCR/ICCAD/STDL * 480.00 480.00 

Fund-based; Revolving Pledge Loan (within CCR/ICADD Limit) (100.00) (100.00) 

Fund-based; Demand Loan 150.00 150.00 

Fund-based; Overdraft (OD) 50.00 50.00 

Non-fund based; Bank Guarantee  0.30 0.30 

Fund-based; Short term unallocated 19.62 40.70 

    

Grand total (A+B) 755.00 755.00  

*CCR is Cash Credit Revolving, ICADD is Import Credit Against Demand Draft & STDL is Short Term Demand Loan 

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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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 
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Phone: +977 1 4419910/20 
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ratings are subject to a process of surveillance which may lead to a revision in ratings. Please visit our website 
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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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