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Bottlers Nepal (Terai) Limited: [ICRANP] LA+ assigned  

June 25, 2020 

Summary of rated instruments 

Instrument*  Rated Amount (NPR Million) Rating Action 

Long term loan1 3,000 [ICRANP] LA+; Assigned 
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned the long-term rating of [ICRANP] LA+ (pronounced ICRA NP L A plus) to long-term loans of 

Bottlers Nepal (Terai) Limited (BNTL or the company).  

 

Rationale 
The rating assignment factors in the company’s strong parentage with ~91% stake held by Bottlers Nepal Limited (BNL, 

rated at [ICRANP] A1+ by ICRA Nepal), along with its experienced board and management profile. BNL and BNTL have a 

stable business model as the authorised bottlers of The Coca Cola Company (TCCC) in Nepal. BNTL’s long track record 

(since 1987), association with the strong brand and diverse dealer network has helped it attain a major market share in 

the industry. With a healthy growth of ~17% in the last three fiscals, the company has garnered a sizeable revenue base 

and scale economies. Though the near-term growth might remain muted due to the impact of the Covid-19 pandemic, 

long-term demand and growth outlook remain good. ICRA Nepal also takes comfort from the company’s strong 

profitability indicators with operating and net margins of ~19% and ~8%, respectively in FY2019.  

  

Nonetheless, the rating is constrained by the operational disturbances due to the Covid-19 induced elongated lockdowns 

(~3 months) during the peak sales season and expected economic impact, post lockdown. The impact to cash flow 

streams and profitability due to this would lower the debt service indicators. Rating concerns along the stress in debt 

service are accentuated by the fact that the company has recently completed a high debt-funded2 capex and hence 

carries sizeable term-debt burden. This has moderated the capital structure with a gearing of 1.47 times for H1 FY2020 

(from 0.25 times for FY 2018) along with the declined coverage indicators (DSCR of 2.58 times and total debt/OPBDITA 

of ~3 times for H1 FY2020). The ratings are further constrained by the significant build-up of payables in BNTL’s books, 

leading to a poor current ratio of less than one in the last few years. Vulnerability of profitability to adverse movement 

in raw material prices along with unhedged forex exposure also remain rating concerns. Going forward, the company’s 

ability to replicate similar profitability over increasing scale of operations, thereby maintaining comfortable 

capitalisation and debt service indicators, would remain the key rating sensitivities. 

 

Key rating drivers  
 

Credit strengths 
Robust operational profile and long track record leading to sizeable market share – The company, along with its parent, 

are the authorised bottlers of The Coca Cola Company (TCCC) in Nepal. TCCC is the owner of one of the biggest brands 

in the world i.e. Coca Cola. By virtue of this association, the business model is stable, and the operational profile remains 

strong. Hence, BNTL has been able to garner a sizeable market share in the domestic carbonated soft drink industry. This 

was also supported by the company’s long presence in the industry (since 1987), coupled with its extensive dealer 

network.  

 

Strong promoter profile and experienced directors/management – BNTL is the majority-owned subsidiary of BNL (rated 

at [ICRANP] A1+ by ICRA Nepal) with ~91% stake (rest being held by public shareholders). ICRA Nepal favourably views 

 
1 Apart from this facility, the company also uses interchangeable working capital limits sanctioned to its parent company. 
2 95% debt funded 
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the parent’s relatively strong financial profile and comfortable liquidity position and its stance on extend ing requisite 

liquidity support to BNTL in the past. Additionally, the experienced board/management profile of the company is 

expected to aid BNTL in maintaining a sound business performance going forward.   

 

Healthy profitability indicators – BNTL reported an improvement in the operating and net margins to ~22% and ~9% 

respectively in H1 FY2020 as against ~19% and ~8% for FY2019. These were primarily benefitted by better scale 

advantages in the selling expenses front. However, the company’s ability to replicate a similar performance in the post-

lockdown scenario remains to be seen. 

 

Credit challenges 
Ongoing pandemic to impact key operating parameters – The Covid-19 induced elongated lockdowns in H2 FY2020 

(from March 24, 2020 to June 14, 2020) are likely to severely impact the company’s revenue performance as this period 

coincides with the major sales season. With continued restrictions for hotel industry and social gatherings, sales are likely 

to remain modest in FY2021 as well. The muted demand would create pressure on BNTL’s sales, margins and liquidity.  

  

Moderation in capitalisation and coverage indicators – BNTL underwent a sizeable capex of ~NPR 3 billion in May 2019, 

which was 95% funded through term debts. This has moderated the capital structure with a gearing of 1.47 times as of 

mid-January 2020 and DSCR of 2.58 times for H1 FY2020 (0.25 time and ~24 times respectively for FY2018, before 

capitalisation of the new project). While the incremental cash flows from the capex were gradually picking up in the pre-

Covid era, the dip in revenues due to the pandemic would have a further downward pressure over the company’s debt 

service indicators. Though medium-long term financial viability of the project remains good, ICRA Nepal expects timely 

financial support from the promoter in case of short-medium term exigencies. Additionally, the banking sector’s further 

stance in supporting the impacted units could provide some comfort. 

 
Weak current ratio and liquidity pressures – The company’s payable days are generally stretched (mainly towards 
concentrate payables and also for capex payables in recent periods) leading to a weak current ratio of less than one in 
the last few years (0.68 times as of mid-January 2020). Additionally, the company had to avail sizeable borrowings from 
its parent company (NPR 730 million as of mid-January 2020) to manage the cash flow mismatches. Its ability to manage 
the expected liquidity pressures over the near term would remain a monitorable. However, the parent company is 
expected to extend requisite support, in line with the past trend.  
 
Material pricing and exchange volatility risk – BNTL’s profitability is vulnerable to fluctuations in the prices of various 
raw materials such as sugar, concentrate, PET, CO2, etc. Raw material costs form a major part of the company’s cost 
structure and have fluctuated within the range of ~47-51% of operating income (on a group level) in the last few fiscals, 
resulting in fluctuation on operating profitability margins. The Company’s ability to timely pass on increase in input costs 
by increasing the prices of its products remains critical for operations. Additionally, unfavourable exchange rate 
fluctuations might further impact the profitability as the forex exposures are largely unhedged. 
 
Susceptible to regulatory risk and seasonality of revenues – The carbonated soft drinks industry is also susceptible to 
any adverse regulatory changes, especially with regard to taxation and import/export policy (including custom and excise 
regulations) and increasing environmental awareness related to plastic bottling operations, impacting the operation and 
cost. Additionally, the seasonality in revenue impacts the company’s capacity utilisation, cash flow pattern, and profit 
margins. The demand of aerated beverages is also contingent upon the taste and preferences of consumers. These 
factors may impact the company and thereby, affect its rating.  
 
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  

http://www.icranepal.com/
http://icranepal.com/methodologyPDF/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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Incorporated in 1987, Bottlers Nepal Terai Limited (BNTL) is involved in the production, and sale of carbonated non-

alcoholic beverages under the brand names - Coca-Cola®, Sprite®, Fanta® and Kinley®. BNTL and its parent company BNL, 

are the authorised bottlers of The Coca-Cola Company (TCCC) in Nepal. Majority shares of BNTL’s are held by BNL (~91%) 

while the rest is held by public shareholders. The shares of BNTL are listed with the Nepal Stock Exchange Limited.  

 

Key financial indicators  

 
FY2017 

(Audited) 

FY2018 

(Audited) 

FY2019 

(Audited) 

H1 FY2020 

(Provisional) 

Operating income-OI (NPR million) 4,639 5,706 5,811 2,844 

OPBDITA/OI (%)   19% 23% 19% 22% 

PAT (NPR million) 483 741 454 243 

PAT/OI 10.4% 13.0% 7.8% 8.6% 

Return on capital employed 30.0% 41.2% 18.7% 14.8% 

Total debt/Tangible net-worth-TNW (times) 0.64 0.25 1.15 1.47 

Total outside liabilities/ TNW (times) 2.32 1.14 2.37 2.41 

Total debt/OPBDITA (times)  0.90 0.38 2.48 3.01 

Interest coverage (times)  13.84 27.93 16.62 8.33 

DSCR (times) 12.90 23.65 15.23 2.58 

Net-working capital/OI (%) -15.8% -2.1% -3.5% 0.9% 
Source: Company data 

 

Annexure-1: Instrument details  

Instrument  
Limit  

(Amount in NPR Million)  
Ratings  

Fund-based long-term loans   

Term loans - sanctioned 2,850 [ICRANP] LA+; Assigned 

Term loans - unallocated 150 [ICRANP] LA+; Assigned 

Total 3,000  
 

Analyst Contacts   
Mr. Kishor Prasad Bimali (Tel No. +977-1-4419910/20) 
kishor@icranepal.com     
 

Mr. Rajib Maharjan (Tel No. +977-1-4419910/20) 
rajib@icranepal.com   
 

Ms. Smarika Parajuli (Tel No. +977-1-4419910/20) 
smarika@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 licenced 

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, and technical and analytical skill augmentation.  
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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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