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Ratings 

Instrument/Facilities Amount (NPR Mn) Ratings Rating Action 

Long Term Bank Facilities 
290.01 

(Enhanced from 273.30) 
IRN BB 

Reaffirmed and removed 

from Issuer not cooperating 

category 

Short Term Bank Facilities 
1,100.00 

(Enhanced from 996.70) 
IRN A4 

Reaffirmed and removed 

from Issuer not cooperating 

category 

Total 1,390.01   

Details of facilities are in Annexure 1 below 

 

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has reaffirmed the rating of IRN BB 

(Double B) assigned to the long term bank facilities of NPR 290.01 Mn , IRN A4 (A Four) to the short 

term bank facilities of NPR 1,100.00 Mn. Also, the ratings have been removed from Issuer Not 

Cooperating category. 

 

Detailed Rationale 

The reaffirmation of ratings assigned to the bank facilities of Arun Agro Industries Private Limited 

(AAIP) derive strength from parentage of experienced promoter group “Goenka” coupled with 

established and long track record of operations of the company. The ratings derive comfort from the 

company’s moderate debt coverage indicators, as reflected in the interest coverage ratio of ~1.35x 

in FY25 (~0.56x in FY24) and ~1.27x in H1FY26. The ratings also take into account the growth in 

Total Operating Income (TOI) at a CAGR of ~8% over FY22-FY25 along with improvement in 

operating profitability, with EBITDA margins increasing to ~7% in FY25 from ~4% in FY24. The 

ratings further factor in the inherently stable demand for the company product range, which 

comprises staple food items widely consumed across Nepal and its proximity to the Indo-Nepal 

border. Owing to the essential nature and consistent household use of these products, demand 

visibility remains firm, lending stability to the company’s revenue profile over the medium term. 

 

However, the ratings remain constrained by the company’s highly leveraged capital structure as 

reflected in overall gearing ratio of ~6.01x as of mid-July 2025 (FY24: ~6.25x) and weak debt 

coverage indicator indicated by DSCR of 0.96x in FY25 from 0.41x in FY24. The ratings further factor 

in the working capital intensive nature of operations reflected in working capital intensity of ~46% 

in FY25 (~48% in FY24). Additionally, the company remains exposed to raw material price volatility, 

the seasonal nature of agro-based commodities in a fragmented market, and regulatory risks. Going 

forward, the company’s ability to exhibit sustained improvement in scale of operations and 

profitability and strengthen its capital structure with prudent cash flow management will remain key 

rating sensitivities. 

 

Detailed Description of Key Rating Drivers 

 

Key Rating Strengths 

 

Improving financial performance 

AAIP’s total operating income (TOI) registered a healthy growth at a CAGR of ~8% over FY22–FY25, 

increasing to ~NPR 2,024 Mn in FY25 from ~NPR 1,738 Mn in FY24 (FY23: ~NPR 1,695 Mn), 

supported by higher contribution from the maida segment, and better realization prices. However, 

the company witnessed moderation in performance during H1FY26, with annualized decline of ~9% 
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in operating income due to subdued demand and elevated wheat prices during the off-season period 

(mid-August to mid-February). Profitability metrics also improved, with EBITDA margins increasing 

to ~7% in FY25 from ~4% in FY24, albeit remaining below ~9% in FY23, reflecting recovery in 

operating performance and improved realizations after moderation in FY24 due to higher custom duty 

on wheat. PAT margins improved to ~1% in FY25 and remained at similar levels in H1FY26 from 

negative levels in FY24, supported by lower interest costs and better operating performance. 

Consequently, gross cash accruals (GCA) improved to ~NPR 31 Mn in FY25 from negative levels in 

FY24, indicating improved internal cash generation ability. 

 

Stable demand for supplied products and proximity to Indian border 

AAIP benefits from the inherently stable demand for its product portfolio, which includes flour, refined 

wheat flour, semolina and related items that form staple components of the Nepalese diet. Given the 

essential nature and regular consumption of these products, demand visibility remains strong, 

supporting revenue stability over the medium term. In addition to this, the plant site is close to 

Sonauli border which has led to saving in freight cost as the majority of raw materials requirements 

are imported from India. 

 

Experienced promoter group with an established track record, supported by proficient 

management team 

AAIP has been in operation for more than two decades especially in processing and manufacturing of 

atta, chakki atta, chocker, maida and suji. Further, AAIP is a part of Goenka Group (operation since 

1963) having presence in Nepal through their group entities in various industries like Steel, Food and 

Trading. Mr. Nand Lal Goenka is the Chairman of the company and has over four decades of 

experience in different industry. Further, he is supported by an experienced directors and proficient 

management team, leading to a better understanding of the market dynamics and enabling a sound 

relationship with the suppliers and customers. 

 

Key Rating Weaknesses 

 

Highly leveraged capital structure albeit improving coverage metrices 

AAIP’s capital structure remained highly leveraged, reflected in an overall gearing ratio of 6.01x as 

of mid-July 2025 (6.25x in FY24 and 3.58x in FY23), driven by the increase in working capital 

borrowings. However, the ratio moderated to 5.50x as of mid-January 2026 following a reduction in 

debt levels. The Total Outside Liabilities to Tangible Net Worth ratio (TOL/TNW) also remained 

elevated at 6.33x in FY25 (6.60x in FY24 and 3.83x in FY23), indicating a high dependence on 

external liabilities, which shows slightly moderation in H1FY26 at 6.05x. However, Interest coverage 

ratio improved to 1.35x in FY25 from 0.56x in FY24, and further 1.27x in H1FY26, primarily supported 

by operating profitability. Likewise, Debt service coverage ratio (DSCR) remained subdued at 0.96x 

in FY25 from 0.41x in FY24 (1.35x in FY23).  

 

Working intensive nature of business  

AAIP’s operations remain inherently working capital intensive, as reflected in its elevated working 

capital intensity of ~46% in FY25 (FY24: ~48%; FY23: ~45%). The high working capital requirement 

is primarily attributable to significant inventory holding necessitated by the seasonal availability of 

key raw materials such as wheat and lentils, leading to an average inventory period of ~121 days in 

FY25 (FY24: ~118 days; FY23: ~108 days). The collection period moderated to ~57 days in FY25 

from ~68 days in FY24, supported by relatively improved receivable management, while creditor 

period remained low at ~6 days in FY25 from ~7 days in FY24 (FY23: ~10 days) due to shorter credit 

terms from suppliers. Given the high inventory holding period and moderate collection period the 

company’s operating cycle, though improved, remains elongated at ~173 days in FY25 compared to 

~179 days in FY24 (FY23: ~158 days). 
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Seasonal, competitive industry with input price and regulatory risks 

AAIP operates in a highly seasonal and competitive agro-processing industry, where production, 

procurement, and pricing are influenced by monsoon patterns, acreage, yield levels and demand-

supply dynamics. The industry remains fragmented with the presence of both organized and 

unorganized players, supported by low entry barriers and relatively modest capital requirements, 

leading to heightened competitive intensity. In addition, the company remains exposed to raw 

material price volatility, particularly wheat and lentils, which are subject to fluctuations in global and 

domestic supply conditions. The business is also susceptible to regulatory risks, including changes in 

import duties and trade policies, which can impact procurement costs and overall margins. 

 

Analytical Approach: Standalone 

 

Applicable Criteria: 

Corporate Credit Rating Methodology 

 

Past Rating Rationale:  

Arun Agro Industries Private Limited: Moved to Issuer not cooperating category with notice of 

withdrawal 

 

About the Company: 

Incorporated in February 2000, Arun Agro Industries Private Limited (AAIP) is a private limited 

company established with an objective of manufacturing and trading of varieties of atta, chakki atta, 

chocker, maida, suji and lentils. Its manufacturing plant is located in Om Satiya Rural Municipality-

02, Rupandehi, Nepal. AAIP is a part of “Goenka Group” managed by Mr. Nand Lal Goenka. 

 

Financial Indicators (Standalone) 

For the year ended* As on 
FY22 FY23 FY24 FY25 H1FY26 

Audited Audited Audited Audited Unaudited 

Total Operating Income (NPR Mn) 1,294 1,695 1,738 2,024 913 

EBITDA Margin (%) 8.15 8.96 3.87 6.28 5.28 

Interest Coverage Ratio (x) 1.86 1.42 0.56 1.35 1.27 

Current Ratio (x) 0.86 1.45 1.20 1.16 1.19 

Total Debt/GCA (years) 16.20 22.96 Neg. 35.57 99.81 

Overall Gearing Ratio (x) 3.04 3.58 6.25 6.01 5.50 

TOL/TNW (x) 3.38 3.83 6.60 6.33 6.05 

*Classification as per Infomerics Nepal standards 

Earnings before Interest Tax Depreciation Amortization (EBITDA) 

Total Outside Liabilities/Tangible Net Worth (TOL/TNW) 

 

Annexure:1 Detail of Facilities: 

Name of Instruments/ Facilities 
Type of 

Facilities 

Amount 

(NPR Mn) 
Ratings 

Fund Based Bank Facilities- Term Loan Term Loan 290.01 IRN BB 

Fund Based Bank Facilities-Working Capital Loan Short Term 950.00 IRN A4 

Non-Fund Based Bank Facilities- Letter of Credit  Short Term 150.00 IRN A4 

Total Facilities  1,390.01  
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Mr. Pradosh Aryal 

Tel No.+977-1-4583304/4585906 

pradosh.aryal@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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Phone: +977-1-4583304/4585906 
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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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