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

March 22, 2021 
 

Summary of rated instruments: 

Instrument 
Rated Amount 

(NPR million) 
Rating action 

Long-term loans; fund based 280.3 [ICRANP] LBB-; assigned 

Short-term loans; fund based 317.5 [ICRANP] A4; assigned 

Short-term loans; non-fund based 366.2 [ICRANP] A4; assigned 

Total  964.0  

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 280.3 million of Mangalam Industries Private Limited (MIPL). 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 317.5 million 

and short-term non-fund-based limits of NPR 366.2 million.  

 

Rationale 
The assigned ratings factor in MIPL’s established track record in pipe and fittings manufacturing, adequate experience of 

its promoters and strong revenue growth of the company between FY2015 to FY2019 albeit on a small base and 

notwithstanding Covid-19 induced decline in FY2020. In addition, the introduction of high density polyethylene (HDPE) 

and unplasticised polyvinyl chloride (uPVC) product lines from FY2021 is expected to support MIPL’s future revenue 

growth. At the same time, MIPL’s good presence in retail customer segment coupled with wide product range catering 

to household, industrial- and project-based demand for plumbing, water supply, drainage, etc. remains a positive for 

revenue sustainability. The ratings also factor in MIPL’s established sales network comprising its sister units as well as a 

third-partly dealer network. ICRA Nepal also notes the company’s locational advantage being near the Indian border as 

well as the east-west highway which allows for relatively easy raw material import as well as distribution of finished 

products. 

 

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

capitalisation and high gearing with total debt/TNW of ~10x as on mid-January 2021. MIPL also had a high working capital 

intensity with a NWC/OI of ~59% in FY2019 which strains its liquidity profile. Moreover, the company has utilised the ad-

hoc extension of bank lines to tide over the liquidity concerns created by the Covid-19 pandemic on sales; resulting in 

the overutilization of working capital drawing power. Weak liquidity is also evident from MIPL’s current ratio which 

remained weak at below 1x in FY2020 due to significant capex incurred by the company utilising its internal accruals as 

well as short-term bank financing.  Short-term limits were also utilised to finance operational expenses due to weak sales, 

further supressing the short-term liquidity profile. Further, the rating reflects the inherent cyclicality associated with the 

construction sector (pipes and fittings are closely associated with this sector), which exposes MIPL to volatile cash flows. 

 

Key rating drivers  

Credit strengths 
Experienced promoter group and over a decade of operations in Nepal - The promoters of MIPL have over four decades 

of experience in trading and manufacturing products related to construction sector. The promoters of MIPL had 

experience in iron and steel trading sector in India (since 1962) before setting up MIPL in Nepal. In addition to MIPL, the 

promoters have stakes in other sectors such as trading real estate, travel and tourism, and energy. MIPL was established 

in 2009 and operations started in 2011 and as such, has a track record of over a decade in the Nepali market. The presence 

of the company’s sister units in distribution and sales of related products also provides strength to their sales operations.  
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Track record of strong revenue growth -  MIPL has reported strong revenue growth during FY2015–FY2019  at a CAGR 

of ~52% (albeit on a low base) during the period. Although the company’s revenues declined by ~36% in FY2020 from the 

FY2019 figure due to the impact of the Covid-19 pandemic as well as the resulting lockdowns and operation disruptions, 

the 6M FY2021 sales have picked up and are on track to return to the original growth momentum. Despite delays in 

operations due to the pandemic, the newly established HDPE production line of the company has started production. 

The sales of the HDPE line of pipes, which have strong project-based demand, are expected to further support revenue 

growth. 

 

Greater presence in retail customer segment and wide range of products - MIPL’s sales remain largely driven by the 

demand from retail customers, which remains a positive for revenue sustainability. The major revenue driver for the 

company is the chlorinated polyvinyl chloride (CPVC) plumbing pipes and fittings (~52% of revenues combined in FY2020) 

followed by the polyvinyl chloride (PVC) plumbing pipes and fittings (~36% share of the company’s revenues in FY2020 

combined). CPVC pipes and fittings find utility in residential buildings and complexes, societies, hotels, and office 

complexes and are also used in solar water heaters and geysers. PVC pipes find use in cold water plumbing application in 

buildings, swimming pools for cold water, water and wastewater treatment, portable water distribution systems, 

agriculture, irrigation, and industrials process lines. In addition, the company has recently ventured into other plastic 

polymer-based product lines such as HDPE and uPVC that are used in heavy duty water supply systems and for boring 

wells among numerous other applications. As such, the diversity in the use of MIPL’s product line remains a positive for 

revenue sustainability.  

 

Strategic location - MIPL has two production units, one each in Siddharthanagar-4 and Rohini-3 of the Rupandehi district. 

The provides a locational advantage for raw material import as the factory is located near Indian border as well as east-

west highway, which facilitates supplying finished goods across the country. 

 

 

Credit Challenges 
Weak capitalisation and high gearing; coverage ratios weakened by pandemic impact in FY2020 - MIPL had a high 

gearing with TD/TNW of ~10x and TOL/TNW of ~12x as on mid-January 2021. The gearing level started rising from FY2019 

as the company financed the second production unit through long-term loans with a debt to equity of ~80:20. The losses 

reported in FY2020 were due to the operational disruptions caused by the Covid-19 pandemic that eroded the reserves, 

resulting in further deterioration of gearing levels (~13.4x as on mid-July 2020). However, with the production, operations 

and sales returning to normal, the rate of internal accruals is expected to improve, and gearing levels are likely to improve 

in tandem. The debt coverage ratio that deteriorated in FY2020 (both interest coverage and debt coverage ratio below 

1x compared to 2.3x and ~1.5x, respectively in FY2019) is also expected to improve going forward, in line with the uptick 

in sales revenues reported during 6M FY2021.  

 

High working capital intensity and weak liquidity profile - MIPL has high inventory levels as well as high debtor days, 

resulting in a high working capital intensity. Its NWC/OI, which was at ~59% in FY2019, shot up to ~98% with a cash cycle 

of 392 days in FY2020. The increase was because of slow debtor recovery and extended inventory holding period as the 

pandemic stretched the working capital cycle. Furthermore, MIPL’s liquidity is strained due to the utilisation of ad-hoc 

extension of working capital limits to tide over the liquidity crisis caused by Covid-19 (as per the regulatory relaxations) 

as well as the use of a portion of short-term fund for capex. The company continues to overutilise its working capital 

drawing power and its current ratio remains weak, indicating a weak liquidity profile. This makes MIPL vulnerable to 

incremental liquidity shocks.  

 

Intense competition amid low entry barriers - The pipes and fittings manufacturing sector is competitive because of the 

presence of multiple players. The competition is further intensified by low entry barriers to 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 fittings 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 MIPL. This could impact the capacity utilisation, revenues, 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. 
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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 

Incorporated in 2009 as a private limited company, Mangalam Industries Private Limited (MIPL) is a manufacturer of 

pipes and pipe fittings, namely PVC, CPVC, uPVC and HDPE. The company started off as a joint venture (JV) between 

Indian and Nepalese investors. The Nepalese investors purchased the stake of JV partners and the company currently 

has 100% domestic ownership. The pipes and fittings manufactured by MIPL are used in plumbing, agriculture, drainage, 

borewell, electric conduits and numerous other applications. The products are sold under the brand name Mangalam. 

The company largely caters to the domestic market where it has an estimated 12% market share. Furthermore, it has 

been exporting its products to the Indian market since 2020, using the distribution chain of its former JV partner.   

 

The shareholders of the company are Ms. Shashi Churiwal and Ms. Shiny Khetan, who have 71.9% and 28.1% stakes, 

respectively. Mr. Abhinav Churiwal is the Managing Director of MIPL. 

 

Key financial indicators of Mangalam Industries   

 FY2018 
(Audited) 

FY2019 
(Audited) 

FY2020 
(Audited) 

6M FY2021 
(Provisional 

Operating income (OI; NPR million) 370 510 329 369 

OPBDITA/OI (%) 17.04% 17.25% 14.56% 23.77% 

Total debt/Tangible net worth TNW (times) 4.84 7.40 13.44 9.98 

Total outside liabilities/TNW (times) 7.10 9.13 15.48 11.64 

Total debt/OPBDITA (times) 4.96 6.84 14.72 3.77 

Interest coverage (times) 2.82 2.26 0.89 3.09 

DSCR (times) 1.59 1.46 0.72 2.39 

Net working capital/OI (%) 50% 59% 98% 40% 

Current Ratio 1.0 1.0 0.8 0.8 
 Source: Company data  

 

Annexure-1: Instrument Details  

Instrument 
Current Rated Amount 

(NPR Million) 
Rating Action 

Long Term Limits (Fund-based)    

Long Term loan 276.0  
[ICRANP] LBB-; assigned 

Hire Purchase Loan 4.4  

Total long term, fund based (A) 280.3   

     

Short Term Limits (Fund-based)    

Overdraft 70.0  

 [ICRANP] A4; assigned Short Term Loan 205.0  

COVID Management Loan (Demand loan) 42.5  

Total short term, fund based (B) 317.5   

     

Short Term Limits (Non-fund-based)    

Letter of Credit 360.0  
[ICRANP] A4; assigned 

Bank Guarantee – (Bid Bond/Performance bond) 6.2  

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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Instrument 
Current Rated Amount 

(NPR Million) 
Rating Action 

Total short term, non-fund based (C) 366.2   

     

Grand Total (A+B+C) 964.0   

 

 

Analyst Contacts:   
Mr. Sailesh Subedi, (Tel No. +977-1-4419910/20) 
sailesh@icranepal.com    
 
Mr. Devendra Dongol, (Tel No. +977-1-4419910/20) 
devendra@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.  

 

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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