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J.G.I Distribution Private Limited: [ICRANP] A4+ assigned 

September 30, 2019  
 

Summary of rated instruments: 

Instrument* Rated Amount (NPR Million) Rating Action 

   Short-term; fund-based limits 4,400.00 [ICRANP]A4+; assigned 

* Instrument details are provided in Annexure-1. 

 

Rating action   
ICRA Nepal has assigned the short-term rating of [ICRANP]A4+ (pronounced ICRA NP A four plus) to the NPR 4,400 million 

fund-based limits of J.G. I Distribution Private Limited (JGIPL). 

 

Rationale 
The assigned rating factors in the company’s established position in the alcoholic beverage distribution business of Nepal, 

supported by the Group’s four-decades long track record, strong position in the Nepalese Liquor industry, and the 

experience of its promoter group. The rating also reflects the company’s diversified product portfolio with footprints in 

both distillery and brewery segments. The rating also derives comfort from the established sales channel (four 

warehouses and over 200 distributors) and the moderately diversified customer profile of JGIPL. 

 

The ratings are, however, constrained by the stretched financial profile of JGIPL, characterised by a decline in the 

operating income, moderate profitability profile, high gearing, stretched coverage indicators, increase in working capital 

intensity and tight liquidity position. The interest coverage ratio and the net profitability margin witnessed pressure in 

FY2019, despite an improvement in the operating margin (3.6% in FY2019 from 2.5% in FY2018). The interest coverage 

declined to 1.1x and the net profit margin to 0.2% in FY2019 (from 1.4x and 0.5% respectively in FY2018) amid the excess 

debt utilisation1 and high interest rate regime prevailing in the Nepalese banking industry. Further, the liquidity position 

of the company remains weak due to high volume of supplier’s advances (~61% of total debts as of Jul-2019) despite 

moderate debtor and inventory days (24 and 46 days respectively in FY2019). This led to sustained overutilisation of the 

drawing power at end of the year. 

 

Key rating drivers  

Credit strengths 
Group’s long track record in Nepalese liquor industry and experienced promoter – The Group was founded by Mr. Vijay 

Kumar Shah back in 1973 as Jawalakhel Distillery Private Ltd. starting its first commercial production with Ruslan Vodka. 

At present, there are altogether eight companies under the umbrella of JGI Group viz; four distilleries, one brewery one 

research unit (Technology and Research Center), JGI Pvt Ltd. and JGI Distribution Pvt. Ltd. The Group currently has a 

strong market share in the distillery-based products in Nepal. 

 

Established brands and diversified product range – JGIPL is the sole distributor of all the products of JGI Group. The 

company has strong presence in Vodka and 40UP brown sprit segment (mainly golden oak), which are widely consumed 

distillery-based products in Nepal. The sales composition is ~58% 40UP brown sprits (Golden Oak, Black Oak, Royal 

Treasure, Himalayan Brandy, and others), ~35% white spirits (Vodka, Jin and Aaila) and ~7% in beer. 

 

 
1 Excess debt utilization was mainly to support group company as advance 
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Established sales channel - The company has an established supply chain comprising over 200 dealers across the country 

and four warehouses. The sales remain fairly diversified across its customers, with the top-20 customers accounting for 

~56% of its sales in FY2019.  

 

Credit challenges 
Decline in sales in FY2019 on account of major decline in vodka segment – The company reported a decline in the sales 

volume in FY2019 (-13%) as the sales of Ruslan Vodka, the Group’s flagship product, plummeted. The decline can be 

attributed to the increase in competition from other new Vodka brand and also to the decline in vodka consumption. 

However, the decline was compensated to some extent by the strong growth (~65%) in 40UP brown sprit segment Golden 

Oak in FY2019. The company has been trying to regain its vodka market share by introducing new variants under the 

same brand, Ruslan. The success of this strategy remains to be seen. The revenue was also impacted by the poor offtake 

of beer segment in FY2019. At present, the Group has a partnership agreement with AB InBev for production right in 

Nepal of two widely consumed beer brands across the world, Foster and Budweiser. Production and sales of Foster has 

already started (sold ~25,000 cases in so far from mid-August-2019) while Budweiser is planned to be produced from 

April-May 2020. Similarly, the company has now entered into an agreement to be the sole distributor in Nepal for Corona 

Beer and has already sold ~2,500 cases post Jul-2019. The revenue is likely to be supported by addition of these new 

products in the beer segment in the days to come. 

 

Moderate financial profile due to highly leveraged capital structure – The financial profile of JGI remains moderate and 

is characterised by highly leveraged capitalisation profile, despite substantial equity injection in FY2019. JGI’s gearing 

ratio stood at ~4.3 times as of mid-July 2019, with TD/OBPDITA2 of 6.6 times and TOL/TNW3 of 5.3 times. High gearing, 

in turn, results from the exceptional advance to suppliers in addition to the high working capital intensity, which is 

financed through external borrowings.  

 

JGI purchases and holds its major stock during the April-May of each year with expectation of probable increase in the 

applicable duty to distillery product through budget (budget is announced towards end of May). This results in relatively 

high inventory days towards end of the year (mid-July).  

 

Stretched liquidity profile – JGI liquidity profile remains stretched, with a moderate current ratio of ~1.2x during the last 

three years. The company reported a sustained over utilisation of its drawing power (working capital loans were ~107% 

of net drawing power as of mid-July 2019), especially towards the year end over the last three years. The company’s 

liquidity position is stretched, given its moderate profitability, higher debtor and inventory days and increase in advances 

to suppliers. 

 

Moderate profitability profile with stretched coverage indicator – The company’s profitability witnessed pressure in 

FY2019 with PAT/OI4 of 0.2% despite of improvement in the operating margin OPBDITA/OI (3.6%) mainly on account of 

high interest expenses. High debt during high interest rate regime pushed the finance cost of the company by ~64% 

during FY 2019, while sales in the same period decreased by ~13%. With the decrease in overall profitability profile, cash 

generation and coverage ratio remained weak (NCA/TD of ~1% and an interest cover of 1.1 times) in FY2019. 

 

Regulatory risk – The Government’s high import tariff on finished liquors provides duty protection and high entry barriers 

to the domestic spirits industry. Nevertheless, this also exposes JGIPL to any import tariff-related regulation change. 

Reduction or removal of import-duty/ tariff could have a significant impact on the company’s revenue profile, profit 

margin and debt coverage indicators. Also, liquor remains one of the highest taxed commodities in Nepal with the excise 

 
2 TD-total debt, OPBDITA-Operating profit before depreciation interest tax and amortization, NCA-net cash accruals 
3 TOL-total outside liabilities 
4 PAT- profit after tax, OI- operating income 
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tariff increasing steadily on a year-on-year basis. Continued increase in tariff and competitive pressure could diminish 

JGIPL’s ability to pass on the incremental cost to the consumers, which could reduce profit margins. Furthermore, any 

restriction by the regulatory agency in promotion, sales and distribution of liquor could also have an impact on JGIPL. 

 

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 August 2016, J.G.I. Distribution Private Limited (JGIPL) is the sole distributor of alcoholic beverages 

produced by four distilleries (Vijay, Asian, Himalayan, Rolling River) and a brewery, Raj Brewery, all under Jawalakhel 

Group of Industries in Nepal. It is also the distributor of some varieties of imported wines & beers. 

 

The company is solely promoted by Mr. Bijay K. Shah. JGIPL belongs to the Jawalakhel Group of Industries, which has 

over four decades of operations in production of alcoholic beverages in Nepal. JGIPL has presence across the country 

through four warehouses and over 200 number of dealers. 

 

Key financial indicators   

 
FY2017   

(Audited) 

FY2018   

(Audited) 

FY2019   

(Provisional) 

Operating Income-OI (NPR Million) 11,455.6 15,265.8 13,219.6 

OPBDITA/OI (%)   2.3% 2.5% 3.6% 

PAT/OI (%) 0.7% 0.5% 0.2% 

Total Debt/Tangible Net Worth TNW (times)  6.2 7.5 4.3 

Total Outside Liabilities/ TNW (times) 6.4 8.1 5.3 

Total Debt/OPBDITA (times)  7.1 8.1 6.6 

Interest Coverage (times)  1.8 1.4 1.1 

 Source: Company data  

 

Annexure-1: Instrument Details  

Instrument  Limit (NPR in Million)  Ratings  

Short-term; fund based (Overdraft) 450.00 [ICRANP] A4+ 

Short-term; fund based (Working Capital) 3,950.00 [ICRANP] A4+ 

Grand total (A+B) 4,400.00  
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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. The international credit rating agency, 

Moody’s Investors Service, is ICRA’s largest shareholder. 

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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