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Ratings
_— Amount , . ,
Instrument/Facilities (NPR Mn) Ratings Rating Action
Long Term Bank Facilities 39.67
(reduced from 432.55) IRN BBB Upgraded from IRN BB+
Short Term Bank Facilities 1,457.00
(enhanced from 1,170.00) IRN A3 Upgraded from IRN A4+
Total 1,496.67

Details of facilities are in Annexure 1 below

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has upgraded the rating to IRN BBB-
(Triple B Minus) from IRN BB+ (Double B Plus) assigned to the long-term bank facilities of NPR 39.67
Mn and upgraded the rating to IRN A3 (A Three) from IRN A4+ (A Four Plus) assigned to the short-
term bank facilities of NPR 1,457.00 Mn.

Detailed Rationale

The upgradation of ratings assigned to the bank facilities of Jagdamba Auto Group Private Limited
(JAPL) reflects its improved financial performance characterized by improved Total Operating Income
(TOI) and profitability. JAPL is a part of the Shanker Group, which has a well-established presence
in Nepal’'s manufacturing and trading sectors. The company is led by Mr. Shahil Agrawal, with over
22 years of industry experience, and benefits from a professional management team supporting its
operations. JAPL’s total operating income grew significantly to NPR 4,850 Mn in FY24 from NPR 2,737
Mn in FY23, driven by volume expansion and operational improvements. The EBITDA margin
remained stable at 8.22%, while the PAT margin improved to 4.80% from 2.17%, reflecting
enhanced profitability. Additionally, Gross Cash Accruals (GCA) increased to NPR 245 Mn,
strengthening its liquidity and cash flow position. Further, JAPL’s financial flexibility has improved
with reduced debt levels, as seen in its lower gearing ratio and improved interest coverage metrics.
Additionally, working capital management has strengthened, reducing the dependency on short-term
borrowings.

However, JAPL remains exposed to supplier and customer concentration risks, as it imports solely
from TVSM India and sells only to Jagdamba Motors Private Limited (JMPL), limiting diversification.
The competitive and price-sensitive automobile market, with strong players like Honda, Bajaj, and
Yamaha, could also impact margins. Furthermore, regulatory changes in import policies and tariffs
remain a challenge. Despite these risks, JAPL’s strategic linkage with JMPL, coupled with its strong
financial position and operational efficiency, supports its credit profile. Maintaining profitability and
mitigating industry risks will remain key rating sensitivities.

Detailed Description of Key Rating Drivers
Key Rating Strengths

Parentage of experienced promoter group supported by proficient management team and
strategic linkages with JMPL

JAPL is a part of Shanker Group and derives its strength from promoters having strong presence in
Nepal through their group entities in manufacturing of steel, cement, polymers, trading, hospitality,
insurance etc. JAPL is managed by Mr. Shahil Agrawal who has 22 years of experience in trade and
industry. Further, the promoters are supported by a team of technically qualified and experienced
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professionals to run the day-to-day operations of the company. JAPL enjoys strong operational
linkages with JMPL, being only one customer of the company.

Moderate financial profile characterised by improvement in sales and profitability during
FY24

In FY24, JAPL reported a total operating income of NPR 4,850 Mn, marking a significant increase from
NPR 2,737 Mn in FY23 and NPR 3,431 Mn in FY22. The company demonstrated a stable EBITDA
margin of 8.22% in FY24, showing a slight improvement from 8.16% in FY23 and a notable rise from
5.28% in FY22, indicating enhanced operational efficiency. As of FY24, the cost of the road
development fee is paid by JAPL, which then transfers the cost to Jagdamba Motors Private Limited
(JMPL), increasing both the cost and sales revenue of JAPL. As a result, revenue figures have risen
despite margins remaining the same in FY24. The profitability of the company strengthened in FY24,
as reflected in the PAT margin, which improved to 4.80% from 2.17% in FY23 and 2.58% in FY22.
Additionally, the Gross Cash Accruals (GCA) rose sharply to NPR 245 Mn in FY24, a significant jump
from NPR 72 Mn in FY23 and NPR 106 Mn in FY22. The substantial increase in GCA highlights the
company's improved cash generation capacity, which could support future investments, debt
servicing, and overall financial stability.

Adequate capital structure and debt coverage indicators

Total debt level of the company decreased to NPR 538 Mn as on mid-July 2024 from NPR 701 Mn as
on mid-July 2023 mainly due to decrease in short term loan. As a result, overall gearing ratio of the
company improved to 0.92x in FY24 from 2.01x in FY23. Also, total debt to GCA improved to 2.19x
in FY24 from 9.79x in FY23. Similarly, total outside liabilities to tangible net worth improved to 0.98x
in FY24 vis-a-vis 2.15x in FY23. Further, with decrease in interest expenses, interest coverage ratio
improved to ~4.36x during FY24 from ~1.64x during FY23.

Moderate Working Capital

Import based business has inherent high working capital intensity due to high inventory holding
requirements and lower creditor days. Being an import oriented company, JAPL is required to
maintain high inventories for which company has to pay through letter of credit at sight resulting
lower creditor days. Thus, the business depends heavily on working capital borrowings and inventory
funding channels. However, on account of overall improvement in auto trading industry, operating
cycle and working capital intensity has improved in FY24. At the end of FY24, JAPL has inventory
holding period of 54 days (vis-a-vis 76 days at the end of FY23) and operating cycle of 75 days (vis-
a-vis 121 days at the end of FY23). In absolute terms, inventories decreased to NPR 695 Mn in FY24
from NPR 634 Mn in FY23 mainly due to increment in total operating income. Debtors’ days stood at
21 days in FY24 (vis-a-vis 466 days at the end of FY23) which includes receivable from its sister
company, JMPL. The company’s working capital intensity improved to ~20% in FY24 from ~35% in
FY23 on account of improvement in total operating income.

Key Rating Weaknesses

Short track record of operations with exposure to concentration risk

JAPL has an operational track record of less than a decade in trading of two and three wheelers
vehicles and its spare parts, service and accessories. Further, company started commercial
operations of its assembly line from FY21 for 2Ws and 3Ws. However, this is partially set off by the
technical support and guidance received from TVSM. JAPL import products solely from TVSM (2Ws
and 3Ws vehicles with its spare parts and accessories) on complete knock down condition (CKD) and
deliver the assembled products solely to JMPL-Distributor thereby exposing the company to supplier
as well as customer concentration risk.
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Exposure to economic cyclicality and intense competition among automobile players

The automobile industry is highly price sensitive, any changes in the price of 2Ws or increase in the
fuel cost will have a bearing on the demand thereby affecting the sales volume. With the large number
of players operating in market like Honda, Bajaj, Hero, Yamaha along with increasing number of new
entrants, the players like JMPL and JAPL faces competition, thereby constraining the operating
margins and limiting its bargaining power against vehicle assembler. The business risk profile also
remains vulnerable to economic cyclicality.

Exposure to regulatory risk, however Government support towards assembly industry
JAPL’s business remains exposed to regulatory risk arising from various regulations, such as changes
in tariffs, related to import of automobiles. Furthermore, frequent policy adjustments, like restrictions
on certain motorcycles import and the requirement of 50% cash margin for importing two wheelers,
as observed in the past, could directly impact company’s revenue and margins. Further, Government
has exempted 50% excise duty and 25% import duty on spare parts or raw materials required for
vehicle manufacturing, if an assembly industry is established in Nepal. The ability of the company to
effectively manage the impact of regulatory changes by the Government would also remain a key
rating sensitivity.

Analytical Approach: Standalone

Applicable Criteria:
Corporate Credit Rating Methodology

Past Rating Rationale
Jagdamba Auto Group Private Limited: Bank Loan Rating Reaffirmed

About the Company:

Incorporated in December 2014, Jagdamba Auto Group (JAPL) is a private limited company
established with an objective of trading as well as assembling of vehicles, their sales, services and
accessories. JAPL started its assembling unitin FY21, for 2Ws and 3Ws vehicles. It is a part of Shanker
Group, managed by Mr. Shahil Agrawal.

Financial Indicators (Standalone)

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

Total Operating Income (NPR Mn) 3,431 2,737 4,850
EBITDA Margin (%) 5.28 8.16 8.22
Interest Coverage Ratio (x) 3.14 1.64 4.36
Total Debt/ EBITDA (x) 4.57 3.14 1.35
Current Ratio (x) 1.26 1.38 1.83
Overall Gearing Ratio (x) 2.82 2.01 0.92

Earning before Interest Tax Depreciation Amortization (EBITDA)
*Classification as per Infomerics Nepal standards

Annexure:1 Detail of Facilities:

S Type of Amount ;
Name of Instruments/ Facilities Facilities (NPR Mn) Rating
Fund Based Bank Facilities- Term Loan Long Term 39.67 IRN BBB-
Eggg*Based Bank Facilities- Working Capital Short Term 1,045.00 IRN A3
Non-Fund Based Bank Facilities* Short Term 1,000.00 IRN A3
Total Facilities 1,496.67

*At any time, the combined limit of Short Term Fund Based and Short Term Non Fund Based
Loan shall not exceed NPR 1,457.00 Mn.
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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/

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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