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Magnum Coal Private Limited: Ratings reaffirmed 

December 23, 2020 
 

Summary of rated instruments 

Instrument* (Amount in NPR Million) 
Last rated 

limits 

Current rated 

limits 
Rating Action 

   Short-term loans; fund based and non-fund based 750.0 750.0 [ICRANP] A4 (reaffirmed)  

   Long-term loans; Fund based  70.0 70.0 [ICRANP]LBB- (reaffirmed) 

 Total 820.0 820.0   
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has reaffirmed a long-term rating of [ICRANP] LBB- (pronounced ICRA NP L double B minus) to the long-term 

loans of Magnum Coal Private Limited (MCPL). ICRA Nepal has also reaffirmed a short-term rating of [ICRANP] A4 

(pronounced ICRA NP A four) to the short-term loans (including non-fund based limits) of MCPL.  

 

Rationale 
The rating reaffirmation continues to factor in the company’s strong promoter profile, being a part of the Saurabh Group, 

which has a long presence in the cement manufacturing and steel industries in Nepal, among others. The promoters have 

gradually increased equity in recent years, which along with further plans to inject fresh equity, is likely to provide 

comfort to the near-term liquidity. Additionally, the experience and linkages of the promoters developed over the years 

in the end-user industries is likely to support its growth in the coal trading business. The ratings also factor the limited 

number of players like MCPL, in the coal trading industry, who can cater to large greenfield cement units. In addition, 

MCPL uses coal grading plant, which assures the requisite quality as desired by the customer segment. Along with the 

practice of guaranteeing the calorific value and bearing shortage risks, this helps to partly mitigate the risk of customer 

loss due to self-import by end-users.  

 

Nonetheless, the ratings are constrained by the company’s weak operational and financial profile in the initial years of 

operations, which has been accentuated by the impact of Covid-19 on FY2020 sales. Sales in the last four months of 

FY2020, which were also the peak demand season, were impacted by the pandemic induced lockdowns. Additionally, 

during FY2020, MCPL witnessed sharp decline in sales to its erstwhile largest customer. The combined effect of these 

events led to the sharp sales decline of ~52% in FY2020. As a result, MCPL continues to remain in net loss despite 

improved operating profitability. The net losses sustained so far have eroded its net worth, hence impacting the 

capitalisation profile with gearing remaining very high at ~9.9 times as on mid-July 2020. Similarly, the debt service 

indicators are also weak with a DSCR of 0.7 time and interest coverage of ~1.0 time in FY2020. The ratings also take note 

of the company’s limited track record (two full years of active trading) and, hence, a small customer base with high 

customer concentration risks (~90% of total sales in FY2020 from its top 10 customers). The ratings are also constrained 

by MCPL’s high working capital intensity (net working capital as a percentage of operating income: NWC/OI of ~75% as 

of mid-July 2020), mainly on account of the high inventory holding period, elevated debtor days and reduced creditor 

days.  

 

ICRA Nepal also notes that the company’s profitability is exposed to demand vulnerability due to cyclical trends in the 

cement and steel industries, as well as the volatility in international coal prices and exchange rate fluctuations. 

Furthermore, the low entry barriers in the trading sector might have a bearing on the company’s growth prospects. Going 

forward, MCPL’s ability to attain healthy sales growth with diversification in its revenue stream over a larger customer 

base and improving the capitalisation and coverage indicators, while maintaining prudent working capital management, 

will remain a key rating sensitivity.  
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Key rating drivers  
 

Credit strengths 
Strong and experienced promoter group - MCPL is a part of the Saurabh Group, which has an established presence in 

the cement (>20 years) and steel industries (>10 years) in Nepal, among others. The Group has two grinding units 

(Jagdamba Cement Industries Private Limited rated A4+ and Shuba Shree Jagdamba Cement Mills Private limited rated 

BB+@ 1/A4+@), one greenfield cement unit (Sarbottam Cement Private Limited rated BBB+@/A2@) and two steel 

manufacturing units (Sarbottam Steel Private limited rated LB+/A4 and Laxmi Steels Private limited rated LBB@/ A4+@). 

The experience and linkages of the promoters developed over these years, especially in the end-user industries, aids its 

revenue growth. ICRA Nepal expects requisite equity infusion/financial support from the promoters, going forward, so 

as to aid MCPL’s liquidity profile. 

 

Limited number of major competitors - Although coal trading is a fragmented business in Nepal with the presence of 

multiple small-to-medium sized players, there are very few players like MCPL in the domestic coal industry who can cater 

to large greenfield cement units. Unlike other small players, MCPL focuses on ensuring the quality/calorific value of coal 

while bearing the risk of shortages during transportation. However, there are low entry barriers for other major players 

entering the industry. 

 

Credit challenges 
Weak financial profile - Due to the losses sustained in the initial years of operation, MCPL’s capitalisation and coverage 

indicators remain inferior with gearing of 9.9 times as on mid-July 2020 and total debt to OPBDITA of ~8.2 times in 

FY2020. Hence, timely financial support from the promoters will remain critical. Given the high reliance on debt, interest 

coverage remains barely adequate at ~1.0 time for FY2020, while the debt service coverage ratio (DSCR) was weak at 0.7 

time for FY2020. However, only ~NPR 1.2 million of long-term debt remains to be repaid as on December 22, 2020. The 

company’s ability to improve these indicators through healthy revenue growth and further fund injection would remain 

critical.  

 

High working capital intensity – MCPL reported sharp increase in working capital intensity from 34% as on mid-July 2019 

to 75% as on mid-July 2020. This was on account of increased debtor days (to 120 from 99); increased inventory days (to 

155 from 83) and reduced creditor days (to 12 from 78). MCPL usually supplies coal to meet the immediate requirements 

of its large customers, who otherwise opt for self-import and, hence, demand trends have seen high fluctuations. Smaller 

customers typically take a long time for credit realisation. Further, the sharp decline in sales in the last four months of 

FY2020 due to Covid-19, led to stretched working capital levels. MCPL’s ability to control the working capital intensity 

would have a major bearing over its financial profile. 

 

Limited track record and high customer concentration risks - MCPL has a limited track record of operations (two fully 

active fiscal years of operation since FY2019). Hence, its customer base has so far remained limited and it faces high 

customer concentration risks with 90% of its FY2020 sales coming from its top 10 customers (mainly dominated by 

greenfield cement units). This increases the vulnerability of its sales growth trend. Moreover, the shift of one major 

customer was also one of the reasons behind the sharp sales decline of 52% in FY2020.  

 

Profitability vulnerable to foreign exchange rate fluctuations and international coal price dynamics – Given the uneven 

demand trends and generally high inventory holding period, MCPL’s profitability will remain vulnerable to movement of 

global coal prices. In the past, the company had to liquidate stocks at a loss, given the decline in international prices. 

Further, the company is exposed to foreign exchange risks, in the absence of any hedging mechanism during imports. 

 

Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodology as indicated below.  

Links to applicable criteria:    

Corporate Credit Rating Methodology  

 
1 Indicates rating on watch with negative implications; all ratings by ICRA Nepal Limited. 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2019/11/CorporateCreditRatingMethodology08292018.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
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About the company   
Incorporated in February 2016, Magnum Coal Private Limited (MCPL) is engaged in the coal trading business. The 

company imports various types of coal, including Indonesian, South African, Australian, and Indian coal. MCPL’s major 

consumers are cement industries with clinkerisation units, steel industries and brick industries. The company was initially 

promoted by four individuals and now has a total of eight individual and one company as its shareholders.  

 

 

Key financial indicators  

 
FY2019 

(Audited) 

FY2020 

(Provisional) 

Operating income (OI; NPR million) 974 485 

OPBDITA/OI (%) *  -1% 10% 

Total debt/Tangible net worth (TNW#; times)  8.48 9.91 

Total outside liabilities/TNW (times) 13.51 10.66 

Total debt/OPBDITA (times)  -68.15 8.18 

Interest coverage (times)  -0.14 1.02 

Debt service coverage ratio - DSCR (times)  0.02 0.74 

Net working capital/OI (%) 34% 75% 

Current ratio 0.96 0.93 
* OPBDITA: Operating profit before depreciation, interest, taxes and amortisation  
# TNW excludes revaluation reserves of ~NPR 39 million created by revaluation of land (TNW excluding this was ~NPR 40 million as of mid-July 2020).  

 

Annexure-1: Instrument details  

Instrument (Amount in NPR Million) 
Last rated 

limits 

Current rated 

limits 
Rating Action  

Short term loan limits    

Non-fund Based; letter of credit (LC)  300 

[ICRANP] A4; reaffirmed 

 

Non-fund Based; bank guarantee (within LC)  (100) 

Fund Based limits; trust receipt (TR)  300 

Fund Based limits; cash credit   150 

Fund Based limits; short-term demand loans (within TR)  (300) 

Total short-term facilities (A)  750 

    

Fund based; Long term loans (B)  70 [ICRANP] LBB-; reaffirmed 

    

 Grand total (A+B)  820  
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Mr. Rajib Maharjan (Tel No. +977-1-4419910/20) 
rajib@icranepal.com    
 

Mr. Sajjan Tamrakar (Tel No. +977-1-4419910/20) 
sajjan@icranepal.com    
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Relationship Contacts:   
Ms. Barsha Shrestha (Tel No. +977-1-4419910/20) 
barsha@icranepal.com    
 

 

About ICRA Nepal Limited:  
ICRA Nepal Limited, the first credit rating agency of Nepal, is a subsidiary of ICRA Limited (ICRA) of India. It was licenced 

by the Securities Board of Nepal (SEBON) on October 3, 2012. ICRA Nepal is supported by ICRA Limited through a technical 

support services agreement, which envisages ICRA helping ICRA Nepal in areas such as rating process and methodologies, 

analytical software, research, training, and technical and analytical skill augmentation.  

 

Our parent company, ICRA Limited, was set up in 1991 by leading financial/investment institutions, commercial banks 

and financial services companies as an independent and professional investment information and credit rating agency. 

Today, ICRA and its subsidiaries together form the ICRA Group of Companies.  

For more information, visit www.icranepal.com   

 

ICRA Nepal Limited, 

Sunrise Bizz Park, 6th Floor, Dillibazar, Kathmandu, Nepal. 

Phone: +977 1 4419910/20 

Email: info@icranepal.com 

Web: www.icranepal.com 

 

All Rights Reserved.  
Contents may be used freely with due acknowledgement to ICRA Nepal.  

ICRA Nepal ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. The ICRA Nepal 

ratings are subject to a process of surveillance which may lead to a revision in ratings. Please visit our website 

(www.icranepal.com) or contact ICRA Nepal office for the latest information on ICRA Nepal ratings outstanding. All information 

contained herein has been obtained by ICRA Nepal from sources believed by it to be accurate and reliable. Although reasonable 

care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of 

any kind, and ICRA Nepal in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness 

or completeness of any such information. All information contained herein must be construed solely as statements of opinion 

and ICRA Nepal shall not be liable for any losses incurred by users from any use of this publication or its contents 
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