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PRESS RELEASE
HULAS INFRA LIMITED

June 2025
Ratings

Instrument/Facilities Amount (NPR Mn) Ratings Rating Action

Issuer Rating NA IRN BBB- (Is) Assigned
ees 1,668.02 Upgraded from

Long Term Bank Facilities (reduced from 1,717.00) IRN BBB IRN BB
I 1,462.00 Upgraded from

Short Term Bank Facilities (enhanced from 1,102.00) IRN A3 IRN A4

Total 3,130.02

Details of facilities are in Annexure 1 below

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has upgraded the rating assigned to the
long-term bank facilities of NPR 1,668.02 Mn to IRN BBB- (Triple B Minus), and upgraded the rating
assigned to the short-term bank facilities of NPR 1,462.00 Mn to IRN A3 (A Three).

Also, Infomerics Nepal has assigned the issuer rating of IRN BBB- (Is) [Triple B Minus (Issuer)].
Issuers with this rating are considered to have the moderate degree of safety regarding timely
servicing of financial obligations.

Detailed Rationale

The rating assigned to Hulas Infra Limited (HIL) and upgradation of ratings assigned to its bank
facilities mainly factor in the completion and operational ramp-up of its under-construction plant,
supported by robust financial performance. The company significantly improved capacity utilization
in key segments, with the MS Structure Unit achieving 100% utilization and the newly operational
GI Structure Unit reaching ~67% in FY24. Total operating income (TOI) surged by ~505% in FY24,
achieving a CAGR of ~255% over the past four fiscal years (FY21-FY24), driving an increase in PAT
margin to ~10% and strengthening debt coverage metrics. Also, there is significant improvement in
the interest coverage ratio as well as debt-service coverage ratio in FY24 vis-a-vis FY23. Also, the
overall gearing ratio of the company improved during 9MFY25 owing to capital infusion by the
promoters and PE/VC! firm. Furthermore, the company benefits from strong support of Hulas Group,
with their extensive operational history of nearly four decades in manufacturing of steel products,
and the synergies with Hulas Group companies, such as Hulas Iron Industries Limited (HIIL), for raw
material sourcing and logistics, supported by strategically located plants near the Indo-Nepal border.
HIL is managed by the experienced board of directors, led by Chairman Mr. Chandra Kumar Golchha
and Managing Director Mr. Sharad Golchha, along with the group’s established brand name.
Nonetheless, the ratings are constrained by HIL's challenges related to the stabilization of its newly
constructed plants, with overall capacity utilization remaining low at ~13% in FY24 due to
underutilization in new segments such as GI Poles and Highway Safeguards. The company’s working
capital-intensive operations led to an elongated operating cycle of 103 days in FY24, driven by
extended collection periods and reduced supplier credit terms. Additionally, high reliance on working
capital limits, which remain over 90% utilized, and exposure to raw material price volatility, given
global steel market fluctuations and import dependence, heighten operational and cost risks. Going
forward, the ability of HIL to scale its operations profitably by stabilization of its new plant, and
proper utilization of proceeds of IPO for repayment of loan, resulting in improved capital structure
and debt coverage indicators will remain key rating sensitivities.
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Detailed Description of Key Rating Drivers
Key Rating Strengths

Strong group support

HIL, promoted by the Hulas Group, benefits from the group's extensive operational history of nearly
four decades in the manufacturing of a broad range of steel products. The company is managed by
a four-member Board of Directors comprising businessmen and industrialists with significant
experience in manufacturing and trading. The board is chaired by Mr. Sharad Golchha, who has
nearly a decade of experience in steel, cement, and construction industries and also oversees
operations at Hulas Khadya Udhyog and High Ground Adventures Nepal. Mr. Chandra Kumar Golchha,
Director, also brings over three decades of experience in manufacturing and trading, previously
serving as Managing Director of Hulas Steel Industries Limited, and currently holding executive roles
in other Hulas Group entities.

Establish brand name and synergies from backward integration with group company

The companies of the Group include Hulas Iron Industries Limited (HIIL) which is involved in
producing complementary iron and steel products such as HR sheets, HR slits, CR clits, hot rolled
plates etc. This results in synergetic effect as the company has been receiving support in fulfilling its
raw material requirements along with management of logistics with both the plants being
strategically located near the Indio-Nepal Border and in proximity to each other. Additionally, the
company's strong and well-established group profile, particularly within the steel industry, coupled
with robust corporate relations, has enabled the company to differentiate itself from its competitors
and secure orders especially for its Pre Engineered Building (PEB) segment.

Moderate financial profile with significant growth in revenue

HIL reported substantial growth in its TOI, amounting to ~NPR 1,619 Mn in FY24, increasing from
~NPR 268 Mn in FY23, reflecting an increase of ~505%. The growth translated to a compound annual
growth rate (CAGR) of ~255% over the past four fiscal years (FY21-FY24). The substantial growth
in TOI of FY24 is mainly due to improvement in capacity utilization of MS Structure Unit. Furthermore,
the newly completed plant of GI Structure unit had moderate capacity utilization. The EBITDA margin
declined to ~14% in FY24 from ~19% in FY23, mainly due to higher raw material costs. However,
in 9MFY25, the company recorded revenue of ~NPR 956 Mn with an increased EBITDA margin of
~22%. In absolute terms, both EBITDA and profit after tax (PAT) posted positive growth in FY24,
supported by the significant improvement in TOI. Despite an increase in finance costs from NPR 33
Mn in FY23 to NPR 62 Mn in FY24 due to higher long-term borrowings, the robust growth in TOI
contributed to an improvement in PAT margin, which rose to ~10% in FY24 from ~4% in FY23.

Key Rating Weaknesses

Moderate capital structure

HIL's overall gearing ratio stood moderate and improved significantly to 1.72x as of mid-April 2025,
compared to 3.80x as of mid-July 2024 (2.47x in FY23), primarily driven by conversion of promoter
advance as well as additional equity infusion by the promoters and introduction of PE/VC firm in the
company. The gearing ratio based on net adjusted tangible net worth, i.e. treating promoter advance
as equity, remained at 2.47x in FY24. With the planned IPO and the utilization of its proceeds for
loan prepayment, the improvement in the company’s gearing levels would be key monitorable.
Moreover, the interest coverage ratio marked a robust improvement in FY24, rising to 3.74x from
1.56x in FY23, however, remained constrained to 1.68x in 9MFY25. Debt service coverage indicators
remained strong at 2.23x in FY24, up from 1.49x in FY23. Additionally, the company demonstrated
substantial progress in reducing its total debt-to-gross cash accruals (TD/GCA) ratio, which improved
markedly from 87.62x in FY23 to 15.25x in FY24.

Tanka Prasad Marg, Baneshwor Height, Kathmandu, Nepal
+977-1-4583304, 4585906; info@infomericsnepal.com; www.infomericsnepal.com


mailto:info@infomericsnepal.com

=0:  Infomerics Credit Rating Nepal Limited

Exposure to stabilization risk of newly constructed plant

HIL completed its construction of plant and machinery related to galvanizing unit, HR galvanizing
unit, pre-galvanized purlins, pre-galvanized pipes, HR coils etc., and commenced its operations in
mid-April, 2024. HIL's overall capacity utilization remained low, averaging ~13% in FY24, down from
~19% in FY23, mainly due to no utilization of some of the new manufacturing segments, exposing
the company to stabilization risk. However, there was notable progress in some segments. The
existing MS Structure Unit achieved full capacity utilization at 100% in FY24, significantly up from
~19% in FY23, while the newly established GI Structure Unit reported a moderate utilization of
~67% in FY24. Going forward, achieving satisfactory utilization levels across the newly operational
plants will be a critical factor influencing the company’s future revenue growth and profitability.

Working Capital intensive nature of operations

HIL's operations remain capital-intensive. The overall operating cycle stood at 103 days in FY24,
increasing from negative 20 days in FY23. This shift is primarily attributed to increase in number of
suppliers with company’s expansion into new segments, and reduction in portion of its past major
supplier, particularly HIIL. Despite this, the company has made improvements in managing its
working capital. The average inventory holding period saw a substantial improvement, declining to
218 days in FY24 from 739 days in FY23, largely driven by a sharp increase in sales. Similarly, the
average collection period decreased to 108 days in FY24, compared to 214 days in FY23, although
remaining high. The extended collection period can be attributed to the favorable credit terms offered
to customers. This is particularly significant given HIL's involvement in the PEB sector, where it
provides end-to-end services, from design and fabrication of steel structures to installation tailored
to client specifications. Additionally, the company has consistently utilized over 90% of its sanctioned
working capital limits, reflecting the ongoing pressures of its high operating cycle.

Input price volatility risk with exposure to regulatory risk

The cost of raw materials for HIL is susceptible to volatility, primarily due to the global linkages of
steel items. These fluctuations are transferred to the company through its domestic suppliers, and
certain crucial raw materials are directly imported from India. These risks are further heightened
since the cost of raw materials corresponds to 70-80% of the total operating income. Hence, any
significant changes in pricing of its raw materials would have a bearing on secondary steel
manufacturers like HIL.

Analytical Approach: Standalone
Applicable Criteria:

Issuer Rating Methodology
Corporate Credit Rating Methodology

Past Rating Rationale:
Hulas Infra Limited: Bank Facilities Assigned

About the Company:

Hulas Infra Limited (HIL) was initially incorporated as a private limited company on July 19, 2011
and subsequently converted to a limited company on July 16, 2023. HIL is a secondary steel producer
and is involved in the designing, fabrication and commencement of Pre- Engineered Buildings (PEB),
shutter Patti, Hot Rolled Coils and FG-Tube among others. HIL has an annual installed capacity of
18,100 MTPA for MS Unit, 12,000 MTPA for GI Unit, 2,000 MTPA for C-Z Purlin unit, 17,500 MTPA for
GI Pole, and 6,000 MTPA for Highway safeguard unit. Mr. Chandra Kumar Golchha holds majority
stake in HIL with 80% share, and is followed by Mr. Sharad Golchha, Mr. Bharat Golchha, and Mr.
Abhigyan Golchha each holding 6.65% share.
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Financial Indicators (Standalone)

FY21 FY22 FY23 FY24 9MFY 25
For the year ended* As on
Audited | Audited | Audited | Audited | Unaudited

Total Operating Income (NPR Mn) 36 116 268 1,619 956
EBITDA Margin (%) 30.02 23.39 19.20 14.35 21.73
Interest Coverage Ratio (x) 1.93 1.92 1.56 3.74 1.68
DSCR (x) 1.91 1.82 1.49 2.23 NA
Overall Gearing Ratio (x) 2.35 4.33 2.89 2.47*% 1.72
Total Debt/ EBITDA (x) 44,12 43.51 29.40 11.12 12.19
Current Ratio (x) 1.29 1.50 1.25 1.16 2.64

*Classification as per Infomerics Nepal standards

Earnings before Interest Tax Depreciation Amortization (EBITDA)

**Gearing ratio calculated by treating promoter’s advance as equity, given its conversion to share
capital in FY25. If classified as loan, the gearing ratio would be 3.80x

Annexure:1 Detail of Facilities:

S Types of | Amount (NPR .

Name of Instruments/ Facilities thl:)ilities Mn)( Rating
Fund Based Bank Facilities — Term Loan Long Term 1,668.02 IRN BBB-
Fund Based Bank Facilities — Short Term Loan Short Term 462.00 IRN A3
Non-Fund Based Bank Facilities — Short Term Loan Short Term 600.00 IRN A3
Non-Fund Based Bank Facilities — Short Term Loan Short Term 400.00 IRN A3
(Proposed)
Total Facilities 3,130.02
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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/
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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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