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LIANA TRADE CONCERN PRIVATE LIMITED
May 2025
Ratings
Instrument/Facilities Amount (NPR Mn) Ratings Rating Action
Long Term Bank Facilities 180.35 IRN BBB- Assigned
Short Term Bank Facilities 355.00 IRN A3 Assigned
Total 535.35

Details of facilities are in Annexure 1 below

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has assigned the rating of IRN BBB- (Triple
B Minus) to the long-term bank facilities of NPR 180.35 Mn and IRN A3 (A Three) to the short-term
bank facilities of NPR 355.00 Mn.

Detailed Rationale

The ratings assigned to the bank facilities of Liana Trade Concern Private Limited (LTC) derive
strength from its extensive operational track record (since 1994) and experienced promoters coupled
with an established procurement and sales network which are expected to support revenue
performance in the medium term. The ratings also derive comfort from LTC's healthy revenue profile
with consistent growth and stable margins. The company achieved a compound annual growth rate
(CAGR) of ~11% over the past three financial years, ending FY24, with a significant year-on-year
revenue increase of ~20% in FY24. Ratings are further supported by a prudent capital structure,
adequate coverage indicators, and a strong liquidity profile. Furthermore, the company’s long-
standing procurement arrangements with Sun Pharmaceuticals Industries Limited (SPI) for over
three decades with exclusive distributorship ensure supply stability and consistent product quality,
with imports covering a wide range of chronic disease treatments, including cardiovascular,
neurological, osteoporosis, and oncological conditions.

However, the ratings remain constrained by the company’s low albeit stable EBITDA margin, which
is limited by its procurement model that determines cost plus markup in agreements with suppliers.
Ratings also factor in the concentrated customer profile, where reliance on a few key customers,
coupled with a moderate scale and profit margins, heightens counterparty risk. Additionally, the
company’s dependence on a limited foreign suppliers for finished medicines creates significant supply
chain and regulatory risks. The highly competitive and fragmented nature of the Nepalese
pharmaceutical industry, characterized by low entry barriers and intense competition, further limits
pricing power for distributors and import-based businesses. Going forward, the company's ability to
sustain revenue growth, maintain stable operating margins, improve working capital management,
and ensure comfortable capitalization and coverage indicators will remain key rating sensitivities.

Detailed Description of Key Rating Drivers
Key Rating Strengths

Consistent revenue growth with stable margin

The company demonstrates a sound financial profile with consistent revenue growth over the last
five fiscal years, ending on FY24. Sales rose to NPR 2,200 Mn in FY24, reflecting a CAGR of ~11%
over the last three FYs ending on FY24. The significant ~20% y-o0-y growth in FY24 can be attributed
to the successful addition of 10-15 new products. The company's EBITDA margin remained stable at
around 5.20% in FY24, signaling efficient operations. Despite the supplier-controlled cost-plus
markup, the company has maintained relatively stable profitability. The improvement in the profit
after tax (PAT) margin to 3.20% in FY24, compared to 2.33% in FY23, further highlights the
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company’s strengthened financial position. Overall, the company exhibits strong operational
efficiency and sustained growth, positioning it well for future stability

Prudent capital structure with adequate coverage indicators

LTC's capital structure remains prudent, supported by a decline in working capital borrowings despite
revenue growth, leading to an improvement in the gearing ratio to 0.90x at the end of FY24 from
1.05x in FY23. Debt coverage indicators also strengthened, with the interest coverage ratio (ICR)
improving to 4.53x in FY24 from 3.21x in FY23 and the debt service coverage ratio (DSCR) rising to
1.97x from 1.05x over the same period. Additionally, the company’s Total Operating Liabilities to
Tangible Net Worth (TOL/TNW) has remained stable below ~3x over the past three fiscal years,
standing at ~2.67x in FY24, reflecting a balanced financial position.

Healthy liquidity profile

LTC maintains a strong liquidity profile, supported by sufficient headroom in its drawing power and
improved working capital efficiency. The company’s working capital intensity improved to ~13% in
FY24 from ~19% in FY21, primarily driven by a decline in inventory holding, with inventory days
improving to 63 days in FY24 from 92 days in FY21. This reflects enhanced operational efficiency and
prudent inventory management, strengthening financial flexibility. The company’s stable cash flow
generation, coupled with comfortable debt servicing ability, further reinforces its liquidity position.

Key Rating Weaknesses

Concentrated customer profile

LTC’s concentrated customer profile presents a risk to its financial stability. With ~51% of total sales
in FY24 dependent on its top 10 customers, the company is vulnerable to potential disruptions from
payment delays or defaults. Although cash sales help mitigate liquidity risks, the reliance on a few
key customers, combined with relatively moderate scale and profit margins, exposes LTC to
heightened counterparty risk. This concentration, coupled with the potential impact of any defaults,
underscores the need for stronger credit monitoring and customer base diversification to enhance
financial resilience.

Exposure to supply chain risk

LTC's reliance on a limited foreign supplier for finished medicines poses significant supply chain and
regulatory risks. In FY24, ~91% of its total imports were sourced from SPI, with the remaining from
Torrent Pharmaceuticals Limited (TPL), underscoring supplier concentration risk. While the
company’s long-standing relationships with these suppliers provide stability in procurement and
product quality, it remains exposed to potential disruptions in supply, regulatory changes, or pricing
volatility, which could impact its revenue stream and operational continuity.

Fragmented and competitive Pharma market

The Nepalese pharmaceutical industry remains highly competitive due to its fragmented market
structure and the presence of numerous players across both manufacturing and trading segments.
The sector's low entry barriers intensify competition, limiting pricing power for distributors and
import-based businesses. Additionally, the growing presence of domestic manufacturers, supported
by government initiatives and cost advantages, poses a long-term challenge for import-dependent
firms. In this context, companies with diverse product portfolios, strong supplier relationships, and
efficient working capital management will be better positioned to sustain profitability and mitigate
margin pressures.

Analytical Approach: Standalone

Applicable Criteria:
Corporate Credit Rating Methodology
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About the Company:

Incorporated in June 1994, Liana Trade Concern Private Limited (LTC) is one of the leading importer
and national distributor of pharmaceuticals and consumer products in Nepal. LTC’s registered office
is in Adarshnagar-10, Birgunj, Parsa with a liaison office in Kathmandu handling regulatory matters.
LTC holds the exclusive distributorship of SPI for Nepal, distributing over 250 registered chronic
disease medications, including treatments for cardiovascular, neurological, osteoporosis, and
oncology conditions. 100% ownership of all shares lies with individual promoters, namely Mrs.
Bhuwan Rajbhandari (30%), Mr. Rajendra Amatya (30%), Mrs. Mona Maskey (20%), Mr. Raj Kishor

Prasad Kalwar (20%).

Financial Indicators (Standalone)

FY20 FY21 FY22 FY23 FY24
For the year ended* As on
Audited Audited Audited Audited Audited
L‘:a)' Operating Income (in NPR |, o, 1,599 1,766 1,846 2,200
EBITDA Margin (%) 4.69 5.05 4.82 5.20
Interest Coverage Ratio (x) 3.34 4.58 3.21 4.53
Current Ratio (x) 1.14 1.19 1.24 1.56
DSCR (x) 2.93 2.68 1.05 1.97
Overall Gearing Ratio (x) 1.47 1.38 1.05 0.90
Working Capital Intensity (%) 17.43 18.85 17.86 13.67 13.03
*Classification as per Infomerics Nepal standards
Earnings before Interest Tax Depreciation Amortization (EBITDA)
Annexure:1 Detail of Facilities:
S Type of Amount :
Name of Instruments/ Facilities Facilities (NPR Mn.) Ratings
Fund Based Bank Facilities-Term Loan Term Loan 64.83 IRN BBB-
Fund Based Bank Facilities- Proposed Term Loan Term Loan 20.00 IRN BBB-
Funq Based Bank Facilities-Permanent Working Term Loan 95.52 IRN BBB-
Capital Loan
Fund Based Bank Facilities-Working Capital Loan Short Term 180.00 IRN A3
Non-Fund Based Bank Facilities- Bank Guarantee Short Term 175.00 IRN A3
Total Facilities 535.35
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About Infomerics Credit Rating Nepal Limited:

Infomerics Credit Rating Nepal Ltd. is Nepal’s third Credit Rating Agency licensed by the Securities Board
of Nepal (SEBON) on March, 2022. Infomerics Nepal is a subsidiary of Infomerics Valuation and Rating
Private Limited (Infomerics India) which is a SEBI registered and RBI accredited Credit Rating Agency
licensed in 2015. Infomerics Nepal aims to provide investors with objective analysis and evaluation of
credit worthiness of Banks, NBFCs, Large Corporates and Small and Medium Scale Units (SMUS) via its
rating and grading services. Thus, it is playing a key role in serving the financial markets by reducing the
information asymmetry among varied lenders and investors and facilitating borrowers/issuers to various
fundraising opportunities/avenues. Infomerics observes and maintains ethical standards in its activities.
For more information, visit https://infomericsnepal.com/

Infomerics Credit Rating Nepal Limited

Tanka Prasad Marga, Baneshwor Height, Kathmandu
Phone: +977-1-4583304/4585906

Email: info@infomericsnepal.com

Web: www.infomericsnepal.com

Disclaimer: Ratings assigned by Infomerics Nepal are an opinion on the credit risk of the issue / issuer and not a
recommendation to buy, hold or sell securities. Infomerics Nepal reserves the right to change, suspend or withdraw the
credit ratings at any point in time. Ratings assigned by Infomerics Nepal are opinions on financial statements based on
information provided by the management and information obtained from sources believed by it to be accurate and
reliable. The credit quality ratings are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. We, however, do not guarantee the accuracy, adequacy or completeness
of any information, which we accepted and presumed to be free from misstatement, whether due to error or fraud. We
are not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities
whose bank facilities/instruments are rated by us have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. In case of partnership/proprietary concerns/Association of Persons (AOPs), the rating assigned
by Infomerics Nepal is based on the capital deployed by the partners/proprietor/ AOPs and the financial strength of the
firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans brought in by
the partners/proprietor/ AOPs in addition to the financial performance and other relevant factors.
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