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Ratings
Instrument/Facilities (:'::l::) Ratings Rating Action
337.43 Upgraded from IRN B and

L T Bank Faciliti IRN B+ f I
ong Term Bank Facilities (reduced from 362.65) removed. rom Issuer not
cooperating category

435.00 Removed from Issuer not
hort T Bank Faciliti IRN A4
Short Term Bank Facilities (reduced from 537.35) cooperating category
Total 772.43

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 337.43 Mn to IRN B+ (Single B Plus) from IRN B ‘INC’ (Single B,
Issuer Not Cooperating) and revised the rating to IRN A4 (A Four) from IRN A4 'INC’ (A Four, Issuer
Not Cooperating) assigned to the short-term bank facilities of NPR 435.00 Mn. The ratings have been
removed from Issuer Not Cooperating category.

Detailed Rationale

The upgradation of ratings assigned to the bank facilities of Steel Wood Enterprises Private Limited
(SWEPL) reflect the company’s established operational track record coupled with favorable policy and
demand outlook for steel products in Nepal driven by the GoN'’s continuous infrastructure push.
Nonetheless, the ratings continue to remain constrained by SWEPL’s volatile profitability with the
EBITDA margin declining to 5.68% in FY25 from 7.51% in FY24, primarily on account of heightened
competition, volatile steel prices and limited flexibility inherent to the trading business. Moreover,
SWEPL's capital structure remains leveraged, with an overall gearing ratio of 3.34x and Debt Service
Coverage Ratio (DSCR) of 1.31x as of mid-July 2025, reflecting continued dependence on external
borrowings and moderate cushion in cash flows to service debt, which underscores the company’s
limited financial flexibility. SWEPL has working capital intensive operations, driven by the elongated
operating cycle of 131 days as of mid-July 2025, which constrains liquidity and operational flexibility.
Going forward, SWEPL's ability to sustain its revenue, improve its profitability and debt protection
metrics through prudent working capital management would remain key rating sensitivities.

Detailed Description of Key Rating Drivers
Key Rating Strengths

Established track record of operation with experienced promoters

SWEPL has been in operation for more than two decades in trading of various construction materials
and hardware products. Its promoters Mr. Sunil Kumar Rungta and Mr. Anoj Rungta also bring in an
extensive support and experience of more than 20 years in the trading industry. The promoters also
have other trading units namely Steel Wood, Vishal Trading and Vishal Hardware. The promoters are
further supported by well experienced management personnel over various functions.

Government support for production-based industry and demand outlook of steels products

! Government of Nepal
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Nepal has a growing economy and is continuously focusing on development of various sectors. The
budget for FY25 has focused on high and sustainable growth by building a production-based economy.
Cash subsidy up to 8% shall be provided for export of steel products. Concession up to 15% shall be
given to industries consuming electricity of NPR 100 Mn or more monthly. Further, 30% rebate is
given on income tax for companies employing 1,000 or more workers during a financial year. Also,
GoN has allocated NPR 352 Bn in FY25 for various capital expenditures which indicates growing
demand for construction materials like steel products in developing public as well as private
infrastructures, road, bridges and other public facilities.

Key Rating Weaknesses

Moderate financial performance

SWEPL's Total operating income (TOI), which had declined sharply to NPR 1,350Mn in FY23 and
further to NPR 1,183 Mn in FY24, recovered to NPR 1,521 Mn in FY25, reflecting a growth of ~29%.
However, this level remains below FY22 income of NPR 2,042 Mn, indicating that the company is still
exposed to demand volatility. Profitability margins remain weak, with EBITDA margin declining from
7.51% in FY24 to 5.68% in FY25, while PAT margin improved slightly to 1.01% in FY25 from net
losses in FY24, which continues to be modest. The limited margins constrain the company’s ability
to withstand pricing pressures from competition or other operational challenges, underscoring its
continued vulnerability in translating revenue growth into sustainable profits. Therefore, SWEPL's
ability to stabilize and grow operating income while maintaining healthy profitability margins amid
competitive pricing pressure will be a key monitorable.

Leveraged capital structure

SWEPL's capital structure remains leveraged, reflecting continued reliance on external debt. Overall
gearing, though easing to 3.34x at the end of FY25 from 3.90x in FY24, remains elevated. Also, Total
Outside Liabilities to Tangible Net Worth (TOL/TNW) remained elevated at 7.22x as of mid-July 2025
albeit improved from 8.34x in FY24. Debt Service Coverage Ratio (DSCR) remained weak at 0.86x in
FY24, and improved to 1.31x in FY25. Similarly, Interest coverage improved to 1.31x in FY25 from
0.78x in FY24 but remains modest. Thus, SWEPL's ability to reduce leverage and maintain adequate
debt coverage metrices will remain key monitorable.

High Working capital intensity

SWEPL's working capital requirements remain high, reflecting stretched operational cycles and slow
fund realization. The operating cycle, which had increased to 183 days in FY23, further elongated to
191 days in FY24 before improving to 131 days in FY25. Despite this improvement, the cycle remains
elevated, indicating continued pressure on liquidity. Average collection period, at 226 days in FY25
and 271 days in FY24, highlights slow receivable realization, while inventory holding days records at
147 days in FY24 and 118 days in FY25. Average creditor days, at 228 days in FY24 and 212 days in
FY25, suggest reliance on extended payables to manage liquidity. Overall, the working capital
intensity constrains operational flexibility and cash flow management. As such, SWEPL's ability to
manage the working capital will remain a key aspect.

Intense competition present in the steel industry

The steel industry has numerous small and large, organized and unorganized players making it
intensely competitive. The low entry barrier has limited the pricing flexibility and bargaining power
of the players in the industry. The demand of iron & steel products is considered cyclical and with
massive capacity enhancement of the industry due to the entry of new players as well as the
substantial capacity expansion by the existing players has shrined the net realization price of the iron
and steel products resulting in lower operating revenue and profits. The producers of steel
construction materials are essentially price-takers in the market, which directly expose their cash
flows and profitability to volatility in the steel prices.
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Analytical Approach: Standalone

Applicable Criteria:
Corporate Credit Rating Methodology

Past Rating Rationale:

Steel Wood Enterprises Private Limited: Bank Facilities Rating Revised and moved to Issuer Not
Cooperating category with notice of withdrawal

About the Company:

Jagdamba Bikri Kendra was incorporated on November 03, 2010, company’s hame was later changed
to Steel Wood Enterprises Private Limited (SWEPL). SWEPL is a family-owned business with Mr. Sunil
Kumar Rungta and Mr. Anoj Rungta being equal shareholders. The main purpose of the company is

to trade construction materials and hardware goods throughout the country.

Financial Indicators (Standalone)

FY22 FY23 FY24 FY25
For the year ended* As on - - - -
Audited Audited Audited Unaudited
Total Operating Income (NPR Mn) 2,042 1,350 1,183 1,521
EBITDA Margin (%) 5.72 7.23 7.51 5.68
Interest Coverage Ratio (x) 1.31 0.92 0.78 1.31
Total Debt/ EBITDA (x) 7.63 8.50 9.52 8.99
Current Ratio (x) 1.02 1.35 1.06 1.08
Overall Gearing Ratio (x) 3.53 3.49 3.90 3.34
*Classification as per Infomerics Nepal standards
Earnings before Interest Tax Depreciation Amortization (EBITDA)
Annexure:1 Detail of Facilities:
Name of Instruments/ Facilities F?tl:lijl‘ietioefs (:r:: l:v::) Rating
Fund Based Bank Facilities- Term Loan Long Term 337.43 IRN B+
Fund Based Bank Facilities- Short Term Loan Short Term 435.00 IRN A4
Non-Fund Based Bank Facilities- LC/BG* Short Term (200.30)* IRN A4
Total Facilities 772.43

#1 C= Letter of Credit; BG=Bank Guarantee

*within the limit of short term loan
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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.

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



mailto:info@infomericsnepal.com
https://infomericsnepal.com/
mailto:info@infomericsnepal.com
http://www.infomericsnepal.com/

