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COMPANY INFORMATION 

Incorporated in 1975 External auditors: Syed Hasan & Co. Chartered Accountants  

Partnership Concern Chairman:  Mr. Gul Muhammed 

Key Shareholders (with stake 5% or more): Chief Executive Officer: Mr. Gul Muhammed 

Mr. Gul Muhammed – 60% 

Mr. Kashif Gul – 10% 

Mr. Shan Gul – 10% 

Mr. Ameer Gul – 10% 

Ms. Ameera Gul – 10% 

 
 
 
 
 
 
 
APPLICABLE METHODOLOGY(IES) 

VIS Entity Rating Criteria Methodology – Industrial Corporates (May 2019) 
https://s3-us-west-2.amazonaws.com/backupsqlvis/docs/Corporate-Methodology-201904.pdf 

 

RATING DETAILS 

Rating Category 
Initial Rating 

Long-term Short-term 

Entity A- A-2 

Rating Outlook Stable 

Rating Date September 04, 2020 
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Mehran Spice & Food Industries (MSFI) 

OVERVIEW OF 
THE 

INSTITUTION 

RATING RATIONALE 

 
Mehran Spice & Food 
Industries was 
incorporated as a 
partnership concern in 
1975. Financial 
Statements of the 
company for FY19 
were audited by Syed 
Hasan & Co. 
Chartered Accountants 

 

Mehran Spice & Food Industries (MSFI) is a leading multi-category food company with its presence 
in Pakistan and across 6 continents. The company is family-owned and is principally engaged in the 
food business. MSFI initially started as trading spices products, and over time it has diversified its 
product folio to recipes, rice, pickles, chutneys and sweet items. MSFI also have an independent 
subsidiary situated in Saudi Arabia and UAE where the Company enjoys strong foothold. 
 

Product Portfolio 

Recipes Ketchup & Sauces 

Straight Spices Paste 

Desserts Rice 

Pickles Canned Items 

Arabic Spices Beverages 

Chutneys 

 
Rating Drivers 
 
Market share has been increasing on a timeline basis 
In Pakistan, spices segment has an estimated turnover of Rs. 36.0b annually. Unbranded spices 
segment continue to enjoy major share of the market. In terms of overall revenues, MSFI is the 3rd 
largest player in the spices category. Furthermore, the company generates sizeable turnover from sales 
in the rice segment and has a strong market position in the deserts and paste segment. In other 
segments, the company’s market share is on the lower side but is increasing. 
 
Established distribution network 
The company has a presence in 432 network towns via 37 distributors. MSFI has segregated its 
operations into North, Central and South for effective monitoring while sales officers and order 
bookers are managed through a third party. The company has warehouses situated in Karachi and 
Lahore, whereas the management intends to add another 2 warehouses. A sizeable chunk of the local 
sales are generated through modern trade. MSFI also has a significant presence in HORECA segment 
with renowned institutions using its products. 
 
On a timeline basis, the topline of the company has depicted an upward trend primarily on 
account of volumetric growth, increase in average selling prices and currency devaluation. 
Going forward, revenues are projected to continue to depict strong double digit growth over 
the rating horizon 
 
Topline of the company have grown at a CAGR of 10.3% over the past three years. The increase in 
net sales is a combination of volumetric growth, increase in prices and currency devaluation. Major 
portion of the sales emanate from the export market. However, over the years growth in local sales (in 
percentage terms) has outpaced export sales. Rice and Spice segment are the leading products in terms 
of net sales. Focus on new product launches along with increasing sales from existing products (from 
conventional spices segment and from sauces, pickle and vermicelli) would support revenue growth, 
going forward. Country-wise concentration is considered on the higher side. Major proportion of 
export sales have historically been generated from the Middle East market although other markets 
have continued to contribute to topline. With enhanced focus on US, Europe and Canadian markets, 
geographical concentration in revenues is projected to improve.  
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Healthy revenue growth along with increasing margins have contributed to continuous 
improvement in profitability profile 
 
On a timeline basis, gross profit margin of the company has trended upwards. Improvement in gross 
margin can be attributed to volumetric growth, operational efficiencies and currency devaluation. 
Growth in gross margin has translated into higher net profit margins. Despite the sizeable increase in 
selling and distribution expenses, overall profitability improved due to an increase in revenues and 
improvement in margins. Going forward, profitability will remain a function volumetric growth in 
sales (on the back of planned capacity enhancement in select product lines, increased focus on newer 
regions and organic growth from existing products) and sustaining margins.   
 
Liquidity profile remains satisfactory due to healthy cash flow generation and strong debt 
servicing ability 
 
Fund From Operations (FFO) depicted a healthy growth of 73.9% vis-à-vis the preceding year on the 
back of improved profitability. Due to MSFI’s conservative financial policy, borrowing mobilized 
comprises only short-term borrowings; resulting in strong debt servicing ability as reflected by debt 
servicing coverage ratio. The working capital cycle has increased due to higher receivables and stock in 
trade levels. The current ratio of the company is considered satisfactory (9MFY20: 2.1x; FY19: 2.0x; 
FY18: 1.6x). Inventory and trade debt provide adequate coverage for short term borrowings. 
 
Adequate capitalization indicators 
 
Equity base (excluding surplus revaluation) has grown consistently over the last few years. The growth 
in equity base, barring FY17 and FY18, is on account of higher retained earnings. According to the 
management, the decline in equity base during the aforementioned 2 years was due to extraneous 
circumstances which resulted in a high payout ratio Going forward, the dividend payout is expected to 
normalize to moderate levels. 
  
Gearing and leverage ratio stood at 0.4x (FY19: 0.4x; FY18: 0.8x; FY17: 0.1x) and 0.7x (FY19: 0.7x; 
FY18: 1.0x; FY17: 0.3x), respectively at end-9MFY20. Given the healthy internal capital generation 
along with moderate capex plans and focus on improving working capital cycle, leverage indicators are 
expected to remain on the lower side over the rating horizon. 
 
Governance Framework has room for further improvement  
 
The company is a partnership concern; however, the management intends to convert MSFI into a 
private limited company over the medium term. Board composition and oversight has room for 
improvement through inclusion of independent directors and documentation of board minutes. 
Moreover, position of Chairman and CEO should also be segregated. In line with best practices, 
internal audit department should be a separate independent department rather than being part of the 
finance department. Financial Statements of the company for FY19 were audited by Syed Hasan & 
Co. Chartered Accountants, which do not have satisfactory QCR Rating; however MSFI plans to hire 
one of the Big Four audit firms for conducting external audit for FY21 financial statements. The IT 
system deployed at the organization is integrated Dot Net SuperNova platform. In relation to system 
and certification, MSFI is compliant with International Quality standards such as: 
 

- Halal Certification (MSFI products are certified by Shariah Advisors) 

- PSQCA Registration  
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- QMS ISO 9001: 2015 (Relates to Quality Management System) 

- US FDA Registration 

- FSSC 22000 (Food Safety Certification Scheme) 

- BRC (MSFI 8 production lines are certified by BRC Global Standard for Food Safety. BRC 

certification is an internationally recognized mark of food safety and quality) 
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REGULATORY DISCLOSURES        Appendix II 

Name of Rated Entity Mehran Spice & Food Industries 

Sector Food 

Type of Relationship Solicited 

Purpose of Rating Entity Rating 

Rating History 

Rating Date 
Medium to  
Long Term 

Short Term 
Rating 

Outlook 
Rating 
Action 

RATING TYPE: ENTITY 
04-Sep-20 A- A-2 Stable Initial 

 

Instrument Structure N/A 

Statement by the Rating Team 

VIS, the analysts involved in the rating process and members of its rating committee do 
not have any conflict of interest relating to the credit rating(s) mentioned herein. This 
rating is an opinion on credit quality only and is not a recommendation to buy or sell 
any securities. 

Probability of Default 

VIS’ ratings opinions express ordinal ranking of risk, from strongest to weakest, within 
a universe of credit risk. Ratings are not intended as guarantees of credit quality or as 
exact measures of the probability that a particular issuer or particular debt issue will 
default. 

Disclaimer 

Information herein was obtained from sources believed to be accurate and reliable; 
however, VIS does not 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. VIS is not an NRSRO and its ratings are 
not NRSRO credit ratings. Copyright 2020 VIS Credit Rating Company Limited. All 
rights reserved. Contents may be used by news media with credit to VIS.  

Due Diligence Meetings 
Conducted 

 Name Designation Date 

1 Mr. Kamil Hassan Head of Domestic Business 12/06/20 

2 Mr. Abdul Mateen Manager Finance 12/06/20 

3 Mr. Sajjad Qaiser Head of International Sales and Marketing  15/06/20 

 


