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Vishal Plastocab Industries Private Limited: [ICRANP] LBB-/A4 assigned;  

December 7, 2020 
 

Summary of rated instruments: 

Instrument 
Rated Amount 

(NPR million) 
Rating action 

Long-term loans; fund based 250.0 [ICRANP] LBB-; assigned 

Short-term loans; fund based 115.0 [ICRANP] A4; assigned 

Short-term loans; non-fund based 260.0 [ICRANP] A4; assigned 

Total 625.0  

Instrument details are provided in Annexure-1 

 

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

long-term limits of NPR 250.0 million of Vishal Plastocab Industries Private Limited (VPI). ICRA Nepal has also assigned a 

short-term rating of [ICRANP] A4 (pronounced ICRA NP A four) to the short-term fund-based limits of NPR 115.0 million 

and short-term non-fund-based limits of NPR 260.0 million.  

 

Rationale 
The assigned ratings factor in VPI’s established track record in pipe, cable and conductor manufacturing and the adequate 

experience of its promoters. Further, the assigned ratings derive comfort from VPI’s established supply chain and its good 

market share across various product segments. The promoter’s long experience in the energy sector and established 

traction also remains a comfort to the future growth of the company. ICRA Nepal also notes the locational advantage 

available to VPI, given its factory is in Kathmandu—the capital city and a major economic centre of the country.   

 

The ratings, however, are constrained by the company’s weak financial profile, predominantly because of the lack of 

economies of scale and high gearing. The company has not been able to scale up its business despite its long track record 

and a modest 7% revenue CAGR between FY2016 and FY2020 (on a small base). Coupled with high gearing level, partly 

to supplement its high working capital intensity, VPI’s debt burden remains high, which results in a weak debt coverage 

indicator. VPI’s liquidity position also remains weak due to its meagre profitability and high working capital intensity, 

resulting in a sustained overutilisation of working capital drawing power (despite recent improvement). Further, the 

rating also reflects the inherent cyclicality associated with the construction sector (pipes, cables and conductors is closely 

associated with this sector), which exposes the company to volatile cash flows. This is exacerbated by company’s sizeable 

proportion of project-based sales (~40% in FY2020). 

 

Key rating drivers  

Credit strengths 
Experienced promoter group  

Tater group, the promoter group of Vishal Plastocab, has over three decades of experience in trading construction 

equipment and chemicals in Nepal. The Group also holds stake in hydropower, construction, bank, and insurance sector 

companies. Further, the promoters have adequate knowledge and experience in the pipe and cable manufacturing 

business. Promoters’ experience and their financial support so far remains a comfort against the relatively weak financial 

profile of the business.   

 

Long presence in pipe and cable industry  

Vishal Plastocab has been involved in the business of manufacturing pipes, cables and conductors since 2005 and boasts 

of adequate market presence and brand recall. The products are national standard (NS) certified, which coupled with the 

experienced promoters and established supply chain, remains a positive from the future revenue prospect.  
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Established supply channel  

VPI has an established supply chain, with more than 300 clients across the country, encompassing both project-based 

and retail distribution network. As the company manufactures infrastructure-related products, most of its prominent 

clients are construction companies or project-based customers (mainly government agencies). Due to the sizeable 

proportion of project-based sales, the client concentration remains moderately diversified, with the top-10 customers 

contributing ~50% to FY2020 sales. However, VPI’s long track record with its existing customers partly offsets the 

concentration risk.  

 

Strategic location  

The company’s factory is in the Kathmandu district, close to the capital city and a major economic centre of the country. 

The proximity to the major demand centre remains a positive from the logistical perspective.   

 

Credit Challenges 
Low economies of scale; high debt burden and weak coverage ratios 

As of FY2020 end, VPI’s gearing level remains high at ~3 times, TOL/TNW at ~3.5 times and TD/OPBDITA at ~8.2 times. 

This partly stems from the company’s small capital base and its high reliance on external debt for working capital 

financing. Low scale of operation vis-à-vis high debt level and commensurate repayment obligation results in weak debt 

coverage ratios; the interest coverage ratio was ~1.2 times and DSCR was ~0.8 time for FY2020.  

 

High working capital intensity and weak liquidity profile 

VPI’s working capital intensity (NWC/OI) remained high in FY2020 at ~78% (vs. ~50% in FY2019). The increase was 

because of slow debtor recovery and extended inventory holding period as the Covid-19 pandemic stretched the working 

capital cycle. Further, VPI’s liquidity is also strained because of the use of short-term fund for long-term asset creation. 

This approach has been partly rectified in the recent years using fresh long-term loans. Nonetheless, the company 

continues to overutilise its working capital drawing power and its current ratio remains weak, indicating a weak liquidity 

profile. This makes VPI vulnerable to liquidity shocks.  

 

High competition amid low-entry barriers 

The pipes and cable manufacturing sector is competitive because of the presence of multiple players. Competitive threat 

is further exacerbated by low-entry barriers in the sector. However, this threat is partially mitigated by the company’s 

adequate operational track record and established brand.  

 

Inherent cyclicality associated with construction industry  

Pipes and cables are closely linked with the construction sector. The cyclical nature of the construction sector creates 

uncertainty about the demand and cash cycles of associated players such as VPI. The risk is further exacerbated by the 

sizeable proportion of project-based sales. This could have an impact on the capacity utilisation, revenue, and profit 

margins of the company. Volatility in the cash flow due to cyclicality in the cash cycle could pose challenges, especially 

during the period of weak demands. 

 

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  

 

About the company 

Operating since 2005, Vishal Plastocab Industries Pvt. Ltd. (VPI) is a manufacturing unit under Tater Group. The company 
manufactures wires, cables, conductors, uPVC pipes and fittings, and HDPE1 pipes by importing raw materials from India 
and other foreign markets. The wires and conductors are primarily used in house wiring, power, telecom industry while 
pipes produced are used in agriculture, drainage, borewell, among others. The products are sold under the brand names 
Vishal and Supremo. 

 
1 High Density Polyethylene 

http://www.icranepal.com/
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VPI’s registered office is in Koteshwor, Kathmandu, Nepal while its factory is in Thankot, Kathmandu, Nepal. The company 
also has its branch office in Pokhara, Nepal. VPI is a family owned business, registered as a private limited company. 
Entire equity stake is held by four individuals from Tater family, with 30% stake each by Mr. Bachha Raj Tater and Mr. 
Vivek Tater and 20% stake each by Mr. Vishal Tater and Mr. Saurav Tater. 

 

Key financial indicators of Vishal Plastocab  

 
FY2018 

(Audited) 

FY2019   

(Audited) 

FY2020 

(Provisional) 

Operating Income-OI (NPR Million) 506.6 546.6 387.4 

OPBDITA/OI (%)   15.0% 12.7% 15.6% 

Total Debt/Tangible Net Worth TNW (times)  3.0 2.8 2.9 

Total Outside Liabilities/ TNW (times) 3.6 3.4 3.6 

Total Debt/OPBDITA (times)  6.0 6.8 8.2 

Interest Coverage (times)  1.6 1.1 1.2 

DSCR (times) 1.52 0.8 0.8 

Net Working Capital/OI (%) 47% 49% 78% 

 Source: Company data  

 

Annexure-1: Instrument Details  

Instrument  
Current Rated Amount 

(NPR Million) 
Rating Action 

Long Term Limits   

Long term, Fund based (term loan) 250.0 [ICRANP] LBB-; assigned 

Total long term, fund based (A) 250.0  

   

Short Term Limits   

Fund based (overdraft/ short term loan) 115.0 
[ICRANP] A4; assigned 

 
Non-fund based (letter of credit/ bank guarantee) 260.0 

Total short term, fund based/non-fund based (B) 375.0 

Grand total (A+B) 625.0  

 

Analyst Contacts:   
Mr. Sailesh Subedi, (Tel No. +977-1-4419910/20) 
sailesh@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 licensed 

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, technical and analytical skill augmentation.  

 
2 Approximate DSCR calculated due to lack of past repayment history 

http://www.icranepal.com/
mailto:sailesh@icranepal.com
mailto:barsha@icranepal.com


 

www.icranepal.com                                                                                                                                        4 

 

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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