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PRESS RELEASE
BRAJESHWORI OVERSEAS PRIVATE LIMITED
October 2024
Ratings
Instrument/Facilities (::1::::) Ratings Rating Action
Long Term Bank Facilities 160.00 IRN B Assighed
Short Term Bank Facilities 540.00 IRN A4 Assighed
Total 700.00

Details of facilities are in Annexure 1 below

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has assigned rating of IRN B (Single B) to
the long term bank facilities of NPR 160.00 Mn and IRN A4 (A Four) to the short term bank facilities
of NPR 540.00 Mn.

Detailed Rationale

The ratings assigned to Brajeshwori Overseas Private Limited (BOPL) derive strength from its
experienced promoter with operational synergies arising out of being part of Brajeshwori Group
having long track record of operations. This rating strength is however constrained by moderate
financial profile, leveraged capital structure and working capital intensive nature of business.
Furthermore, the ratings also note BOPL’'s exposure to increased threat from counterfeit products.
Going forward, the ability of company to successfully operate and manage new product lines and
realize the sales proceeds in timely manner while improving its scale of operations and profitability
margins will be key rating sensitivities.

Detailed Description of Key Rating Drivers

Key Rating Strength

Experienced promoter with operational synergies arising out of being part of Brajeshwori
Group

The company is part of the Brajeshwori Group, which has over two decades of experience, particularly
in the import, trade, and financial services sectors. The group's trading arm, Brajeshwori Trading
Unit, has long been engaged in the trading of electronic goods and home appliances. Additionally,
Brajeshwori Industries Private Limited is engaged in manufacturing and trading of baby pull up
diapers with supply all over Nepal. The expertise of the overall group and promoters, their deep
understanding of market dynamics, and strong relationships with both suppliers and customers are
expected to further strengthen the company’s distribution network and positively impact its credit
risk profile.

Key Rating Weaknesses

Moderate financial profile

In FY24, BOPL's Total Operating Income (TOI) decreased significantly to NPR 123 Mn, as compared
to NPR 259 Mn in FY23 and NPR 289 Mn in FY22. This decline is primarily attributable to a downturn
in the construction sector, which negatively impacted demand for the company's products. The
slowdown in construction activities, coupled with project delays, led to a reduced order pipeline and
lower sales volumes. Despite the substantial decline in TOI, BOPL's operational profitability improved,
as reflected in the expansion of its EBITDA margin to 22.06% in FY24, compared to 12.92% in FY23
and 9.25% in FY22. The improvement in margins was mainly due to reduced administrative and
selling expenses resulting from the discontinuation of the old product lines. However, BOPL's PAT
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margin remained modest at 0.60% in FY24, showing only a slight improvement from 0.50% in FY23,
and remaining well below the 3.16% achieved in FY22. The marginal increase in PAT was constrained
by higher interest expenses, which rose due to increased borrowing costs. BOPL’s liquidity position,
as indicated by its Gross Cash Accruals (GCA), was relatively weak, standing at NPR 2 Mn in FY24.
Given the company's shift in product lines, the improvement in revenues and financial performance
from these new product lines in the forthcoming years will be a key rating factor to monitor closely.

Leveraged capital structure

As of mid-July 2024, BOPL's overall gearing ratio stood high at 2.91x, improved from 3.72x in FY23,
mainly due to a reduction in total debt. Similarly, the interest coverage ratio remained moderate at
1.08x in FY24. Total Debt/EBITDA ratio stood relatively high at 6.25x in FY24 and 6.37x in FY23.
BOPL's Total Outside Liabilities (TOL) to Tangible Net Worth (TNW) ratio improved to 2.97x in FY24
from 4.15x in FY23, on account of reduction in total debt and creditor levels.

Working capital intensive nature of business

BOPL's operations remain highly working capital intensive, as reflected in a sharp increase in the
collection period to 565 days in FY24 from 270 days in FY23. This rise was due to delays in payments
from its debtors owing to delayed payment from the Government of Nepal to contractors.
Additionally, the inventory holding period extended to 257 days in FY24, up from 157 days in FY23,
primarily due to the downturn in the construction sector, leading to slower inventory turnover. The
company's payment period also increased to 51 days in FY24 from 22 days in FY23, driven by delayed
collections, further stretching the working capital cycle. As a result, the total operating cycle
lengthened significantly to 771 days in FY24 from 405 days in FY23, indicating higher reliance on
working capital. Moreover, the company’s fund-based working capital utilization averaged around
80% of its approved limit over the past 12 months, ending mid-July 2024. This suggests a consistent
demand for working capital funding due to the elongated operating cycle.

Increased threat from counterfeit products

The company faces growing competitive risk due to the presence of counterfeit or duplicate versions
of its food products in the market. These imitation products are causing confusion among consumers,
leading them to buy the copies instead of the original. As a result, the company’s sales are at risk,
and there is a potential for revenue loss. The spread of these duplicates not only harms the company’s
market share but also affects its brand reputation. If not addressed, this competitive threat could
weaken the company’s financial health and its ability to stay profitable in the long term.

Analytical Approach: Standalone

Applicable Criteria:
Corporate Credit Rating Methodology

About the Company:

Brajeshwori Overseas Private Limited (BOPL) was incorporated in October 2016, initially engaging in
the trading of Dulux Paints. However, in 2024, the company shifted its focus to fast-moving consumer
goods (FMCG), becoming the national distributor for the full range of Perfetti Van Melle (PVM)
products, including brands like Happydent, Center Fruit, and Alpenliebe. Backed by its association
with the Brajeshwori Group, which has over two decades of experience in trading and imports, BOPL
is positioned for growth in the FMCG sector, leveraging strong relationships with suppliers and
customers.
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Financial Indicators (Standalone)
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FY21 FY22 FY23 FY24
For the year ended* As on - - - -
Audited Audited Audited Unaudited
Total Operating Income (NPR Mn) 53 289 259 123
EBITDA Margin (%) 11.55 9.25 12.92 22.06
Interest Coverage Ratio (x) 1.28 2.00 1.10 1.08
Current Ratio (x) 1.25 1.26 1.24 22.64
Total Debt/GCA (years) 65.37 20.09 79.84 92.15
Overall Gearing Ratio (x) 3.65 3.69 3.72 2.91
Earnings before Interest Tax Depreciation Amortization (EBITDA)
Debt Service Coverage Ratio (DSCR)
*Classification as per Infomerics Nepal standards
Annexure:1 Detail of Facilities:
Name of Instruments/ Facilities Type of Facilities Amount Ratings
ypP (NPR Mn) 9
Fund Based Bank Facilities- Permanent
Working Capital Loan Long Term 160.00 IRN B
Eggg Based Bank Facilities- Working Capital Short Term 300.00 IRN A4
Non Fund Based Bank Facilities- LC & BG! Short Term 185.00 IRN A4
Non Fund Based Bank Facilities- Proposed Short Term 55.00 IRN A4
Total Facilities 700.00

Analyst Contacts

Mr. Saphal Maharjan
Tel No.+977-1-4583304/4585906
saphal.maharjan@infomericsnepal.com

Mr. Atish Ratna Shakya
Tel No.+977-1-4583304/4585906
atish.shakya@infomericsnepal.com

Relationship Contact

Mr. Rabin Pudasaini
Tel No.+977-1-4583304/4585906
rabin.pudasaini@infomericsnepal.com

About Infomerics Credit Rating Nepal Limited:
Infomerics Credit Rating Nepal Ltd. is Nepal’s third Credit Rating Agency licensed by the Securities Board
of Nepal (SEBON) on March, 2022. Infomerics Nepal is a subsidiary of Infomerics Valuation and Rating
Private Limited (Infomerics India) which is a SEBI registered and RBI accredited Credit Rating Agency
licensed in 2015. Infomerics Nepal aims to provide investors with objective analysis and evaluation of
credit worthiness of Banks, NBFCs, Large Corporates and Small and Medium Scale Units (SMUS) via its
rating and grading services. Thus, it is playing a key role in serving the financial markets by reducing the
information asymmetry among varied lenders and investors and facilitating borrowers/issuers to various
fundraising opportunities/avenues. Infomerics observes and maintains ethical standards in its activities.

For more information, visit https://infomericsnepal.com/

1 Letter of Credit & Bank Guarantee
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Infomerics Credit Rating Nepal Limited

Tanka Prasad Marga, Baneshwor Height, Kathmandu
Phone: +977-1-4583304/4585906

Email: info@infomericsnepal.com

Web: www.infomericsnepal.com

Disclaimer: Ratings assigned by Infomerics Nepal are an opinion on the credit risk of the issue / issuer and not a
recommendation to buy, hold or sell securities. Infomerics Nepal reserves the right to change, suspend or withdraw the
credit ratings at any point in time. Ratings assigned by Infomerics Nepal are opinions on financial statements based on
information provided by the management and information obtained from sources believed by it to be accurate and
reliable. The credit quality ratings are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. We, however, do not guarantee the accuracy, adequacy or completeness
of any information, which we accepted and presumed to be free from misstatement, whether due to error or fraud. We
are not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities
whose bank facilities/instruments are rated by us have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. In case of partnership/proprietary concerns/Association of Persons (AOPs), the rating assigned
by Infomerics Nepal is based on the capital deployed by the partners/proprietor/ AOPs and the financial strength of the
firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans brought in by
the partners/proprietor/ AOPs in addition to the financial performance and other relevant factors.
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