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Rating
Instruments/ Facilities Amount (NPR Mn) Rating Rating Action
Issuer Rating NA IRN BB- (Is) Assigned

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has assigned the issuer rating of IRN BB-
(Is) [Double B Minus (Issuer)]. Issuers with this rating are considered to have moderate risk of
default regarding timely servicing of financial obligations.

Detailed Rationale

The rating assigned to Lumbini Ceramics Limited (LCL) factors in the experienced Board of Directors,
and its association with ‘Mangalam’ group. The rating also derives comfort from the company’s
strategically located manufacturing facility near the Indo-Nepal border, which provides logistical
advantages and cost efficiency in the procurement of key raw materials.

However, the rating strengths are partially offset by the company’s modest financial performance
during its initial year of operations, characterized by capacity utilization of 47.80% in FY25 with
moderate EBITDA margin of ~8%. The substantial interest expenses and depreciation resulted in net
losses and negative Gross Cash Accruals (GCA). Also, the capital structure of LCL remains leveraged,
with an overall gearing of 2.32x as of mid-July 2025, owing to the largely debt-funded company’s
project which has been further exacerbated by the decline in Tangible Net Worth (TNW) resulting from
the net losses incurred by the company. The rating also factors in the working capital intensive nature
of operations, reflected in an elevated working capital intensity of ~52% in FY25, primarily driven by
a high inventory holding of 211 days and an average collection period of 93 days. Going forward, the
company’s ability to scale up operations, improve profitability and debt protection metrices through
efficient working capital management will remain key rating sensitivities. Additionally, the timely
execution of the proposed IPO and prudent utilization of the proceeds will be key monitorable.

Detailed Description of Key Rating Drivers
Key Rating Strengths

Experienced Board of Directors and group presence in related sector

LCL benefits from the guidance of an experienced six-member Board of Directors led by Mr. Subrat
Dhital, who brings over three decades of expertise across manufacturing, commercial real estate and
the energy sector. The Board of Directors is supported by a competent professional team across various
functions. The company also draws operational strength from its association with the ‘Mangalam’
group, which has its presence through other business ventures , and is expected to provide meaningful
support and help mitigate offtake risks for LCL.

Favorable demand outlook supported by urbanization and strategic location advantage
Demand for ceramic products in Nepal is expected to remain healthy, underpinned by rising
urbanization and steady growth in residential and commercial construction. Increasing consumer
preference for durable and aesthetically superior tiles, along with ongoing infrastructure development,
is likely to support LCL’s demand visibility and aid improvement in capacity utilization over the medium
term. Additionally, the company benefits from its strategic location near the Rupaidiha-Nepalgunj
border, which facilitates efficient sourcing of key raw materials from India and reduces logistics costs.
This locational advantage enhances operational flexibility and strengthens LCL's competitiveness in the
domestic market.
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Key Rating Weaknesses

Stabilization risk

The company commenced its commercial operations in mid-August 2025 and remains in the early
phase of ramp-up, as reflected in the moderate TOI of ~NPR 908 Mn in FY25 with an EBITDA margin
of ~8%. However, substantial interest expenses and depreciation resulted in a negative PAT margin
and negative gross cash accruals. The company’s ability to achieve a steady scale-up in capacity
utilization, improve profitability and strengthen overall financial performance will remain a key rating
monitorable.

Leveraged Capital Structure with modest debt coverage indicators

LCL's capital structure remains leveraged, with overall gearing of 2.32x as of mid-July 2025 ,
deteriorated from 1.89x in FY24, driven by erosion in tangible net worth following losses during the
initial year of operations and the full disbursement of bank debt in FY25. The TOL/TNW level also
increased to 2.91x at the end of FY25 from 2.72x in FY24, indicating elevated reliance on external
liabilities. The debt coverage indicators of the company remained modest, with interest coverage of
0.34x and DSCR of 0.50x in FY25, constrained by subdued EBITDA generation in the early stabilization
phase. Improvement in operating efficiency, profitability and cash-flow adequacy will be critical for
strengthening the company’s financial risk profile going forward.

Working capital intensive nature of business

The company operates in a working capital-intensive segment, reflected in an elevated working capital
intensity of ~52% in FY25, primarily driven by a high inventory holding of 211 days and an average
collection period of 93 days. While the operating cycle remains relatively comfortable at 23 days owing
to an extended creditor period of 281 days, the company’s dependence on such elongated supplier
credit exposes it to potential liquidity pressure in the event of any tightening in trade terms. Going
forward, the company’s ability to optimize inventory levels and improve receivable management will
be a key monitorable.

Analytical Approach: Standalone

Applicable Criteria:
Issuer Rating Methodology

About the Company:

Lumbini Ceramics Limited (LCL), was incorporated on September 20, 2021 and converted into Public
Limited Company on February 23, 2023. LCL is involved in manufacturing glazed vitrified tiles with its
factory located at Gulariya-08, Bardiya district in Nepal. The total installed capacity (Per annum) is
41.38 Mn Sq. ft. Mr. Subrat Dhital is the major shareholder holding 17.98% of total shares as of mid-
July 2025.

Financial Indicators (Standalone)

FY25#
For the year ended* As on Unaudited
Total Operating Income (NPR Mn) 908
EBITDA Margin (%) 7.58
Interest Coverage Ratio (x) 0.34
Current Ratio (x) 0.98
Overall Gearing Ratio (x) 2.32
Total Outside Liabilities/Tangible Net Worth (x) 2.91
Working Capital Intensity (%) 51.82

Earnings before Interest Tax Depreciation Amortization (EBITDA)
*Classification as per Infomerics Nepal standards
#The company was operational for 11 months since mid-August 2024
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Analyst Contacts

Mr. Raunak Mulmi

Tel No.+977-1-4583304/4585906
raunak.mulmi@infomericsnepal.com

Mr. Pradosh Aryal
Tel No.+977-1-4583304/4585906
pradosh.aryal@infomericsnepal.com

Relationship Contact

Mr. Rabin Pudasaini
Tel No.+977-1-4583304/4585906
rabin.pudasaini@infomericsnepal.com

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/
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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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