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Pallavi Electra Private Limited 

Ratings 

Facilities 
Amount 

(Rs. in Million) 
Ratings1 Rating Action 

Long Term Bank Facilities 20.64 
CARE-NP BB- 

[Double B Minus] 
Assigned 

Short Term Bank Facilities 579.36 
CARE-NP A4 

[A Four] 
Assigned 

Total Facilities 
600.00 

(Six Hundred Million only) 
  

Details of instruments/facilities in Annexure-1 

 

CARE Ratings Nepal Limited (CRNL) has assigned rating of ‘CARE- NP BB-’ to the long term bank facilities and ‘CARE- NP 

A4’ to the short term bank facilities of Pallavi Electra Private Limited (PEPL). 

 

Detailed Rationale & Key Rating Drivers 

The ratings assigned to the bank facilities of PEPL are constrained by its leveraged capital structure with weak debt service 

coverage indicators at the end of FY22 (Unaudited, refers to the twelve-months period ended mid-July 2022), working 

capital intensive nature of operations leading to high reliance on borrowings and exposure to volatile interest rate. The 

ratings also factor in fragmented industry with competition from both domestic and international players. 

The ratings, however, derive strength from PEPL’s experienced promoters and management team, improving financial 

performance trend in FY22, exclusive dealership rights for Nepal with reasonable distribution channel and increasing 

demand for electronic and electrical products in Nepal. 

Going forward, the ability of PEPL to maintain growth in the operations while improving profitability and efficient 

management of working capital requirements leading to improved liquidity and solvency indicators will be the key rating 

sensitivities. 

 

Detailed Description of the Key Rating Drivers 

Key Rating Weaknesses 

Leveraged capital structure with weak debt coverage indicators 

The capital structure of the company stood leveraged at the end of FY22 with overall gearing ratio of 4.01x. The high 

gearing ratio at the end of FY22 was on account of higher working capital borrowings of the company to cater increasing 

scale of operations. Although the gearing ratio had improved from 7.86x at the end of FY21 aided by capital infusion of 

Rs. 32 Mn and accretion of profits to net worth in FY22, it still remains on the higher side with very little gearing headroom. 

PEPL’s interest coverage ratio remained similar at 1.51x in FY22 compared to 1.53x in FY22 with increase in PBILDT netted 

off by higher interest expenses during FY22. Furthermore, total debt/GCA and TOL/ TNW of the company also stood high 

at 24.68x and 5.23x respectively at the end of FY22 (PY: 36.68x and 9.20x, respectively) as overall debt levels remain 

high relative to the current operations of the company. Amid increasing borrowing levels to support growing scale of 

operations, the company’s gearing levels are likely to remain elevated over the near term. 

 

Working capital intensive nature of operations leading to high reliance on bank borrowings 

Distributorship business has inherent high working capital intensity due to high inventory holding requirements and a 

relatively high credit period offered to customers leading to a long collection period. PEPL has to maintain certain level of 

inventory to guard against supply shortages as the supply is totally dependent upon imports. The company imports its 

 
1Complete definitions of the ratings assigned are available at www.careratingsnepal.com and in other CRNL publications 

http://www.careratingsnepal.com/
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products from China, Indonesia and India and sells it in the domestic market. PEPL’s net operating cycle was high at 234 

days during FY22 with average collection period and inventory holding period of 98 days 195 days, respectively (103 days 

and 182 days in FY21 respectively) leading to higher dependence on borrowings for funding working capital requirements. 

Shortening of operating cycle leading to rationalized utilization of working capital facilities will be crucial from credit 

perspective. 

 

Fragmented industry with competition from both domestic and international players 

The company is engaged in import/ trading of consumer durable goods and electrical products (transformers, generators 

and stabilizers) from India, China and Indonesia and selling it in the domestic market. PEPL operates in a fragmented 

industry, as the company has to compete with several local players as well as other international players who are into the 

business of importing similar products from foreign countries and selling domestically. Also, presence of domestic 

manufacturing industry in few of the consumer goods segment increases the competition to some extent. 

 

Exposure to volatile interest rate 

Nepalese banking sector has a floating interest rate regime, where a certain premium is added to the quarterly base rate 

and interest rate is changed accordingly on quarterly basis. The base rates of the banks and financial institutions (BFIs) 

in Nepal remain quite volatile as they are impacted by available liquidity in the system which leads to change in interest 

rates. The volatility in interest rate is more evident currently on account of the ongoing liquidity stress in the economy, 

with substantial upward pressure on interest rates in the last few quarters. A contractionary monetary policy for FY23 

coupled with increasing inflation has only added to the upward pressure on interest rates, resulting in the rate hikes taken 

by BFIs in the first quarter of FY23. Any further significant rate hikes could put increased interest burden on the company, 

squeezing its profitability and impacting its liquidity position. Therefore, funding taken by the company from BFIs is subject 

to volatile interest rate. 

 

Key Rating Strengths 

Experienced promoters in the related field 

PEPL derives strength from its strong promoters belonging to Rathi Group of Companies which is involved in related 

business of manufacturing and trading having experience of more than two decades. PEPL is managed under the overall 

guidance of its two-member Board of Directors having wide experience in different sectors. Mr. Shyam Rathi, Chairman, 

has over two decades of experience in manufacturing business and is also chairman of Annapurna Cable Industries Private 

Limited (CARE- NP BB/ A4+) and Radha Krishna Polymers. The board is further supported by experienced management 

team. 

 

Improving financial performance marked by growing sales and profitability 

During FY22, PEPL’s total operating income (TOI) grew by ~15% to Rs. 652 Mn majorly on account of increase in sale of 

consumer electronic products to Rs. 481 Mn from Rs. 416 Mn in FY20. Revenue from electrical products which account for 

~28% of TOI of FY22 increased to Rs. 181 Mn from Rs. 150 Mn in FY21. With increase in TOI, PBILDT margin of the 

company improved to 9.51% in FY22 from 7.31% in FY21. Consequently, net profitability of the company also improved 

to 2.26% in FY22 from 1.83% in FY21. Gross Cash Accruals (GCA) of the company increased to Rs. 17 Mn in FY22 from 

Rs. 12 Mn in FY21 on account of increase in PAT of the company. During Q1FY23 (Unaudited, refers to the three-months 

period ended mid-October 2022), the company has reported net sales of Rs. 149 Mn. 
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Exclusive distributorship rights for Nepal with reasonable distribution channel  

PEPL is the sole authorized distributor of Hyundai Electronics, South Korea and A.B.C. Transformers Private Limited, India 

in Nepal. The agreement with Hyundai Electronics, South Korea is medium-term, which will be renewed after expiry date 

of the agreement. PEPL has presence in major towns and cities in Nepal with distribution network of around 250 sub-

dealers for electronics segment. For electrical segment, the company directly receives the sales orders through its 

marketing agents from private industries like hydropower and manufacturing entities and government tenders. The 

company also has warehouse in Bhaktapur, Nepal which carters the needs of Kathmandu Valley and other adjacent areas 

which is also the main sales region for the company. One of the warehouses is located in Biratnagar which is in the close 

proximity with border area and its main sales region, the company has advantages to minimize its logistic cost and facilities 

its custom processes and sales demands. 

 

About the Company 

Pallavi Electra Private Limited (PEPL) was incorporated on July 16, 2016 as private limited company domiciled in Nepal. 

PEPL is involved in trading of consumer goods of Hyundai Electronics, South Korea as sole authorized distributor and is 

sole authorized agent of A.B.C. Transformers Private Limited, India. 

 

Financial Performance 

                     (Rs. Million) 

For the Period  FY20 (A) FY21 (A) FY22 (UA) 

Income from Operations 293 566 652 

PBILDT Margin (%) 8.16 7.31 9.51 

Overall Gearing (times) 7.8 7.86 4.01 

Total Outstanding Liabilities/Tangible Net worth (times) 8.95 9.2 5.23 

Interest Coverage (times) 1.06 1.53 1.51 

Current Ratio (times) 1.05 1.11 1.09 

Total Debt/Gross Cash Accruals (times) 130.76 36.68 24.68 

A: Audited; UA; Unaudited 

 

Annexure 1: Details of the Facilities Rated 

Name of the Bank Facilities Type of the Facility 
Amount 

(Rs. In Million) 
Ratings 

Long Term Bank Facilities Term Loan 20.64 
CARE-NP BB- 

[Double B Minus] 

Short Term Bank Facilities Fund Based Limits 114.36 
CARE-NP A4  

[A Four] 

Short Term Bank Facilities Non Fund Based Limits  465.00 
CARE-NP A4 

[A Four] 

Total 600.00  
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Contact Us 

                                                                   

Analyst Contact 
Mr. Girish Bhatta 
+977-01-4012630 
girish.bhatta@careratingsnepal.com 
 
Mr. Santosh Pudasaini 
+977-01-4012629 
pudasaini.santosh@careratingsnepal.com  
  
Relationship Contact  
Mr. Achin Nirwani 
+977-9818832909 
achin.nirwani@careratingsnepal.com 

 

About CARE Ratings Nepal Limited: 

CARE Ratings Nepal Limited (CRNL) is licensed by the Securities Board of Nepal w.e.f. November 16, 2017. CRNL is 

supported by CARE Ratings Limited through a technical services agreement to provide technical support in the areas such 

as rating systems and procedures, methodologies, etc. from CARE Ratings on an ongoing basis. The technical support 

shall ensure that CRNL has adequate resources to provide high quality credit opinions in Nepal. 

Our parent company, CARE Ratings Limited commenced operations in April 1993 and over two decades, it has established 

itself as one of the leading credit rating agencies in India. CARE is registered with the Securities and Exchange Board of 

India (SEBI) and also recognized as an External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI).  
 

Disclaimer 

CRNL’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell 

or hold any security. CRNL has based its ratings on information obtained from sources believed by it to be accurate and reliable. CRNL does not, however, 

guarantee the accuracy, adequacy or completeness of any information and is 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 CRNL have paid a credit rating fee, based on the amount and type of 

bank facilities/instruments. 

In case of partnership/proprietary concerns, the rating assigned by CARE is, inter-alia, based on the capital deployed by the partners/proprietor 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 in addition to the financial performance and other relevant factors. CARE is not responsible for any errors and states that it has no 

financial liability whatsoever to the users of CARE’s rating. 
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