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Cosmos Cement Industries Private Limited: [ICRANP] LBB/A4+ assigned 

October 19, 2020 
 

Summary of rated instruments 

Instrument (Amounts in NPR Million) *   Rated Amount (NPR million) Rating Action 

Long-term loans 822.61 [ICRANP] LBB; assigned 

Short-term loans  932.16 [ICRANP] A4+; assigned 

 Total 1,754.77   
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned the rating of [ICRANP] LBB (pronounced ICRA NP L double B) to the long-term loans of Cosmos 

Cement Industries Private Limited (Cosmos). ICRA Nepal has also assigned a rating of [ICRANP] A4+ (pronounced ICRA NP 

A four plus) to the company’s short-term loans. 

 

Rationale 
The ratings assignment factor in the company’s long track record of operations (since 2000) in manufacturing and selling 

of cement along with its experienced promoters and management team. The ratings also consider the company’s modest 

working capital intensity (net working capital to operating income – NWC/OI) among peers over the years, which stood 

at ~22% as of mid-April 2020. Furthermore, the ratings note the fact that the company is one of the few greenfield units 

in eastern Nepal, which provides locational advantage in terms of transportation cost, especially its proximity to the to 

the nearby grinding units where it sells clinkers. ICRA Nepal also takes a positive note of the relatively low impact of the 

Covid-19 pandemic in the company’s sales trajectory with ~30% of the annual sales in FY2020 being garnered in Q4, 

which coincided with the peak lockdown months. 

 

Nonetheless, the ratings are constrained by the company’s low scale of operation (165,000 TPA for clinkerisation and 
99,000 TPA for grinding), which impacts its cost competitiveness, amid entry of large players and capacity upgradation 
by major players in recent years. The resultant intense competition has lowered the company’s capacity utilisation (in 
cement), pressurised the realisations and hence sharply reduced the margins in 9M FY2020. The ratings are also impacted 
by the company’s moderate coverage indicators with DSCR at ~1 time and interest coverage at ~2 times for FY2020. 
These indicators are likely to remain largely in a similar range, given the high debt-funded capex plans, which will increase 
the gearing, while the revenue performance is likely to remain muted amid the economic impact of the pandemic. The 
company’s cement sales so far are limited within the eastern region only and hence the high geographical concentration 
remains a major concern, given its capex plans. Going forward, Cosmos’ ability to improve the cost competitiveness will 
remain critical in withstanding the competitive pressures. The company’s ability to attain adequate sales levels, improve 
its debt service indicators along with its net margins and diversify its geographical reach will be the key rating sensitivities.  

 

 

Key rating drivers  
 

Credit strengths 
Long track record with experienced promoters and management team - Cosmos has a long track record of operations 

in the industry (since 2000) and currently has a grinding capacity of 99,000 TPA and clinkerisation capacity of 165,000 

TPA. Its major promoters also have stake across other manufacturing entities viz. cement and pharmaceuticals along 

with the presence in construction as well as the banking sector, among others. The promoters/management have gained 

adequate experience across these diverse sectors over the years, which remain a comfort in terms of controlled business 

prospects going forward.  
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Modest liquidity and relatively lower working capital intensity - The company has mostly been utilising only ~40-50% 

of its drawing power over the years. This provides it with adequate liquidity buffer in case of short-term financial 

exigencies, amid the likely pandemic impact on operations. Further, it derives a major portion of its operating income 

from clinker sales (~61% for FY2020), which is sold only against cash. In recent periods, the cement sales are also mostly 

on a cash basis as agreed among the cement manufacturers. These factors have helped it in maintaining relatively 

moderate working capital intensity of ~15-20% over the years (~22% as of mid-April 2020).  

 
Low operational disturbances due to Covid-19 in FY2020 - Cosmos is one of the only two greenfield projects in eastern 

Nepal, which provides it with geographical advantage, especially while selling clinkers to nearby grinding units. The region 

was also relatively less impacted by the Covid-19 induced lockdowns/other restrictions and as such was able to report 

largely similar volumetric sales in FY2020 compared to FY2019 levels.  

 

Credit challenges 
Low scale of operation affecting its cost competitiveness and sharp decline in margins - The company’s current scale of 

operations is among the smallest in the industry, which creates challenges in maintaining cost competitiveness as 

compared to larger counterparts. The operating margins have also sharply declined to ~14% for 9M FY2020 (~23% for 

FY2019), remaining much lower compared to larger greenfield units. This also emanates partly from the relatively higher 

fuel and electricity consumption among peers. Further, the company’s revenues are dominated by clinker sales (~70% 

share in 9M FY2020 revenues), which offer low margins to cement. The company is planning to enhance its capacities, 

both along the clinkerisation and grinding units, which would be more of a replacement capex that could improve its cost 

competitiveness to an extent.  

 

Intense competition leading to pressure on capacity utilisation and realisations - The cement industry in Nepal is highly 
fragmented, comprising several players and stiff competition from large cement manufacturers. This has impacted the 
pricing flexibility for the players including Cosmos, as the capacity creation is much higher than the current demand 
levels. This is also evident through the sharp decline in realisations for Cosmos in 9M FY2020, while the cost of major raw 
materials was largely similar. The clinker realisation per MT dipped to ~NPR 8,300 in 9M FY2020 from ~NPR 9,900 in 
FY2019, while the cement realisation declined to ~NPR 10,700 per MT from ~NPR 12,200 per MT over the same period. 
Any significant upward movements in input prices could further impact the company’s margins amid the challenges in 
passing the price increases to final customers. Furthermore, the capacity utilisation in cement also declined to ~44% in 
9M FY2020 from ~58% in FY2018, amid the competition. 
 
Declining coverage indicators - The company’s coverage indicators remained modest till FY2019 with total debt to 

OPBDITA of ~2.7 times, DSCR of ~1.3 times and interest coverage of ~2.9 times. However, with the pressure on margins, 

these indicators sharply declined to 5.5 times, 0.8 times and 1.66 times. With the proposed capex amid already low 

capacity utilisation, these indicators are expected to remain largely similar over the medium term.  

 

High geographical sales concentration - The company’s cement sales so far is limited within the eastern region only (i.e. 

province 1 and 2), through very few dealers. Further, Cosmos has high reliance on sales to contractors (~25%) wherein 

realisation timelines can be stretched. The company has not been able to capture the major market in the central region 

(i.e. Kathmandu valley and its periphery) due to the intense competition. Hence, the geographical sales concentration 

remains one of the major rating concerns, especially given the company’s capex plans.  

 
Vulnerability to cyclicality and seasonal demand; risk of regulatory changes - The cyclical/seasonal nature of the cement 

industry creates uncertainty over demand and cash cycles for Cosmos. This may impact its capacity utilisation, revenues, 

and profit margins. Volatility in cash flow due to this could pose challenges, especially during the periods of weak demand, 

like the present. Moreover, the cement industry in Nepal is insulated from cheaper imports with duty safeguards and a 

substantial freight cost is involved in the import of cement. Any changes in Government policies may have a bearing on 

the performance of the industry players. Any other regulatory changes affecting raw material prices and availability could 

also impact the overall cement industry.  

 

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

Corporate Credit Rating Methodology  

 

About the company   
Incorporated in February 2000, Cosmos is involved in the production and selling of clinker and cement, with the current 

installed capacity of 165,000 MTPA for clinker and 99,000 MTPA for grinding. The company’s shareholding is held by 

seven individuals involved in different businesses. The factory is located at Naktajhij, Dhanusha of Janakpur. The company 

currently manufactures ordinary Portland cement (OPC) under the brand Tej Gold Cement and Portland pozzolana 

cement (PPC) under the brands Tej Cement and Cosmos Cement. 

 

Key financial indicators  
 FY2017 

(Audited) 

FY2018 

(Audited) 

FY2019 

(Audited) 

9M FY2020 

(Provisional) 

Operating Income-OI (Sales; in NPR Million) 663 1,316 1,538 884 

OPBDITA1/OI (%) 11% 28% 23% 14% 

Total debt/Tangible net worth-TNW (times) 3.05 2.73 2.08 2.30 

Total Outside Liabilities/ TNW (times) 3.92 3.87 3.18 3.77 

Total Debt/OPBDITA (times) 15.95 3.02 2.68 5.47 

Interest Coverage (times) 1.49 2.69 2.94 1.66 

DSCR (times) 1.44 1.59 1.33 0.81 

NWC/OI (%) 25% 17% 15% 22% 

Current ratio 0.68 0.87 0.90 0.88 
Source: Company data 

 

Annexure-1: Instrument details  

Instrument (Amounts in NPR Million) * Rated Amount Rating Action  

Fund based; Long-term loans - (A) 822.61 

[ICRANP] LBB; assigned Term Loans (TL) 792.61 

Hire Purchase loans 30.00 

   

Fund-based facilities; Short term – (B) 631.86 
  

[ICRANP] A4+; assigned 
Working capital loans (WCL) - Existing  451.86 

WCL (Proposed) 180.00 

   

Non-fund based facilities; Short term (C) 300.30 

 

[ICRANP] A4+; assigned 

Letter of credit (LC)-I 300.00 

LC-II (within TL-III) (233.74) 

Bank guarantee (BG)-I 0.30 

BG-II (within LC I) (0.65) 

   

 Grand total (A+B+C) 1,754.77  

 

Analyst Contacts   

 
1 Operating profit before depreciation, interest, tax, and amortization 

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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Mr. Kishor Prasad Bimali (Tel No. +977-1-4419910/20) 
kishor@icranepal.com     
 

Mr. Rajib Maharjan (Tel No. +977-1-4419910/20) 
rajib@icranepal.com   
 

Mr. Sajjan Tamrakar (Tel No. +977-1-4419910/20) 
sajjan@icranepal.com    
 

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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