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Ratings
Instrument/Facilities Amount (NPR. Mn) Ratings Rating Action
Long Term Bank Facilities 1,278.00 IRN B Assigned
Short Term Bank Facilities 600.00 IRN A4 Assigned
Total 1,878.00

Details of facilities are in Annexure 1 below

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has assigned the rating of IRN B (Single
B ) to the long-term bank facilities of NPR 1,278.00 Mn and IRN A4 (A Four) to the short-term bank
facilities of NPR 600.00 Mn.

Detailed Rationale

The ratings assigned to the bank facilities of Eurasian Foods Private Limited (EFPL) are constrained
by implementation and stabilization risks as it advances its maida milling project in Birgunj. While
land procurement progresses, timely execution within the estimated budget and compliance with
regulatory standards will be critical. The project's ability to achieve the forecasted revenue post-
commissioning will significantly influence its credit profile. Any delays or cost overruns may
exacerbate the high leverage, underscoring the importance of effective project management and
robust operational strategies to mitigate these risks. Ratings also factor in the modest capacity
utilization primarily due to machine limitations and production constraints. Ratings also consider
stretched liquidity, driven by increased working capital intensity to ~84% in FY24 (up from ~5% in
FY23), primarily attributable to increased inventory days.

Nonetheless, ratings positively factor in its experienced promoter group — Jamadar Group, supported
by experienced management. Ratings also positively factor moderate revenue growth with a
compound annual growth rate (CAGR) of ~121% over the past three financial years, ending FY24,
with a year-on-year revenue increase of ~43% in FY24, albeit on a low base coupled with healthy
debt service coverage ratios. Going forward, EFPL’s ability to complete the maida milling project
within the budgeted cost and timelines, while achieving the anticipated revenue and managing its
liquidity position, will remain key rating sensitivities.

Detailed Description of Key Rating Drivers
Key Rating Strengths

Part of the established Jamadar Group

EFPL's promoters bring over four decades of experience in the trading and manufacturing sector, with
involvement in various industries. The company is part of the Jamadar Group, a well-established
conglomerate with a strong presence across multiple sectors including trading and manufacturing.

Moderate financial performance albeit small scale

EFPL has exhibited moderate revenue growth, with a CAGR of ~121% over the last three fiscal years
(FY22-FY24), driven by a ~43% annualized increase in FY24, taking Total Operating Income (TOI)
to NPR 156 Mn. While the capital structure is leveraged with a gearing ratio of 3.56x in FY24 due to
working capital loans, the debt service coverage indicators remain healthy, with the interest coverage
ratio at ~3.88x and the debt service coverage ratio at ~3.49x. With anticipated improvements in
revenue reserves, margins, and operational efficiency, EFPL’s financial metrics, including Gross Cash
Accruals (GCA), are expected to strengthen further.
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Key Rating Weaknesses

Implementation and stabilization risks

Eurasian Foods Private Limited (EFPL) faces stabilization risks as it undertakes its maida milling
project in Birgunj, involving a significant capital investment of ~NPR 868 Mn, funded through a debt-
to-equity ratio of 78:22. While progress has been made in land acquisition, the timely completion of
the project within the budgeted cost and compliance with regulatory requirements remain critical.
The company’s ability to achieve its projected revenue post-commissioning will be a key factor in
determining its credit profile. Delays or cost overruns could heighten its already high leverage,
emphasizing the need for strong project management and effective operational strategies to mitigate
these risks.

Modest capacity utilization

The capacity utilization analysis highlights operational inefficiencies, primarily due to machine
limitations and production constraints. Despite having significant installed capacity, utilization rates
for most products have remained consistently low, with Pitho being the only exception, achieving
~80% in FY24. The sharp increase in Q1FY25 utilization for Finger, Pasta & Sewai (~74%) indicates
efforts to optimize specific product lines; however, this improvement underscores the trade-off of
halting other production lines. This interdependency of machines poses challenges to achieving full
capacity utilization across the portfolio, emphasizing the need for investment in dedicated machinery
or enhanced production planning to mitigate downtime and maximize efficiency.

Stretched liquidity profile

The company has reported sustained increase in its working capital cycle as reflected in the working
capital intensity of ~849% in FY24 (~5% in FY23). This was mainly due to the elevated inventory
levels. Inventory days has been elevated to 336 days in FY24 (20 days in FY23) due to limitation of
machine utilization.

No major entry barriers lead to highly competitive intensity of the industry:

There are no any major entry barriers for the agro industry in the country due to which there are
risks of new entrants in the already competitive segment. Also, the competitive intensity can be felt
from the various regional organized and unorganized players.

Analytical Approach: Standalone

Applicable Criteria:
Corporate Credit Rating Methodology

About the Company:

Incorporated in January 2011, Eurasian Foods Private Limited (EFPL), a part of the Jamadar Group,
is engaged in manufacturing a diverse range of food products, including Pasta, Chowmein, Macaroni,
and Sewai, from its plant situated in Hetauda-8, Makwanpur, Nepal. To enhance its operational
capabilities, EFPL plans to set up a Maida Milling Project in Birgunj, Parsa, aimed at addressing the
growing local demand for maida products and supporting the group's in-house production
requirements. Proposed maida mill will have the installed capacity of 400 tons per day. The financing
pattern of the project involves 78% loan financing and 22% equity financing. 100% ownership of
all shares lies with individual promoter, namely Mr. Amit Agrawal.
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Financial Indicators (Standalone)

©e Infomerics Credit Rating Nepal Limited

FY21 FY22 FY23 FY24
For the year ended* As on - - - -
Audited Audited Audited Audited

Total Operating Income (in NPR Mn.) 15 22 109 156
EBITDA Margin (%) 26.04 13.65 2.89 4.64
Interest Coverage Ratio (x) NA NA NA 3.88
Current Ratio (x) 1.72 1.29 2.04 1.08
Total Debt/EBITDA (x) NA NA NA 20.71
Overall Gearing Ratio (x) NA NA NA 3.56

*Classification as per Infomerics Nepal standards

Earnings before Interest Tax Depreciation Amortization (EBITDA)

Annexure:1 Detail of Facilities:

S Type of Amount )
Name of Instruments/ Facilities Facilities (NPR Mn.) Ratings

Fund Based Bank Facilities - Term Loan Term Loan 678.00 IRN B
(Proposed)
Funq Based Bank Facilities - Permanent Working Term Loan 600.00 IRN B
Capital (Proposed)
Fund Based Bank Facilities- Demand Loan Short Term (150.00)* IRN A4
Fund Based Bank Facilities- Working Capital Loan Short Term 600.00* IRN A4
(Proposed)

Total Facilities 1,878.00

*Demand Loan of NPR 150.00 Mn within Proposed Short-Term Loan of NPR 600.00 Mn

Analyst Contacts

Mr. Utshav Bikram Malla
Tel No.+977-1-4583304/4585906
utshav.malla@infomericsnepal.com

Mr. Raunak Mulmi
Tel No.+977-1-4583304/4585906
raunak.mulmi@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/
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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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