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Raj Brewery Private Limited: [ICRANP] LB/A4 reaffirmed 

April 5, 2021  
 

Summary of rated instruments: 

Instrument* 
Last rated amount  

(NPR Million) 

Current Rated Amount 

(NPR Million) 
Rating Action 

Long-term loans; fund-based 1,065 1,174 [ICRANP]LB; reaffirmed 

Short-term loans; fund-based 481 216 [ICRANP]A4; reaffirmed 

Short-term loans, non-fund based - 220 [ICRANP]A4; reaffirmed 

Total 1,546 1,610  
*Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has reaffirmed a long-term rating of [ICRANP] LB (pronounced as ICRA NP L B) to the long-term loans of  

NPR 1,164.4 million and a short-term rating of [ICRANP]A4 (pronounced as ICRA NP A four) to the NPR 216.0 million fund-

based limits and NPR 220.0 million non-fund based limits of Raj Brewery Private Limited (RBPL). 

 

Rationale 
The ratings continue to remain constrained by RBPL’s weak operational track record, given the modest offtake of the 

product lines launched by it. This has resulted in sustained operating losses, eroding the net worth which remains 

negative1 [~NPR (895) million as of mid-February 2021]. The financial profile continues to remain weak amid high 

leverage and insufficient operating cash flows for servicing its repayment obligations, necessitating sizeable funding 

support from its promoters (NPR 500 million as fresh equity in FY2020 and NPR 1,339 million as promoter advance till 

mid-February 2021). Although the renegotiation of long-term loans for stretched tenure is expected to reduce the 

repayment obligations over the near term, the company’s financial indicators and debt repayment ability will depend on 

its ability to achieve targeted sales. To this end, the recent addition of the popular beer brand, “Budweiser”, under its 

production portfolio (launched in March 2021) offers some comfort. However, the ability of the management to achieve 

targeted sales for the newly launched product remains to be seen. The ratings are also constrained by the weak liquidity 

position of the company and intense competition in the Nepalese alcoholic beverage (alcobev) industry.  

 

Nonetheless, the ratings continue to draw comfort from the established track record of the Jawalakhel Group of 

Industries (JGI) in the Nepalese alcobev industry and established distribution network (JGI’s national distributor has 

warehouses and over 100 dealers dedicated to brewery products). The promoter’s ability to provide timely funding 

support to RBPL has also been factored into the rating action. The continuation of the same and/or the improvement in 

operational parameters of RBPL will remain a key rating monitorable. The ratings also continue to take comfort from the 

experienced management team and strong brand recognition of RBPL’s products like Warsteiner and Budweiser in 

addition to two local brands, Namaste and Mountain Ice.  

 

Going forward, the company’s ability to stabilise the business by improving its sales, profitability and coverage indicators 

would be key rating drivers. Until the company is stabilised, the continuation of promoter support to the unit will also 

remain a key rating sensitivity.  

 

 
1 Disregarding promoter advance of ~NPR 1,339 million as of mid-February 2021 
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Key rating drivers  

Credit strengths 
Group’s established track record in Nepalese alcobev industry and experienced management – The Group was founded 

by Mr. Vijay Kumar Shah (JGIPL’s managing director and group chairman) in 1973 as Jawalakhel Distillery. At present, 

there are altogether eight companies under the umbrella of JGI Group, viz. four distilleries, one brewery, one research 

unit (Food and Beverage Technology Research Center Pvt. Ltd.), JGI Pvt. Ltd. and JGI Distribution Pvt. Ltd. (rated [ICRANP] 

A4+ for its short-term borrowing). The Group currently has a strong market share in the distillery-based products in 

Nepal. Moreover, the Group’s experienced senior management team also remains a positive rating factor for the 

company. 

 

Established sales channel – JGI Distribution Pvt. Ltd., the national distributor of all products under JGI Group, enjoys an 

adequate presence and established record in distribution of alcoholic beverages. The company, with total operating 

revenue of ~NPR 11 billion, is also the national distributor of RBPL. The pan Nepal distribution network of JGI Distribution 

with over 230 sub-dealer outlets, including over 100 dealers dedicated to brewery products, provides strong comfort to 

the sales and distribution aspect of RBPL.  

 

Credit challenges 
Modest operational profile due to slow product offtake – RBPL continues to operate at a low capacity given the slow 

offtake of its product line. The capacity utilisation was ~18% in FY2020 (due to Covid-19 impact) and continued to remain 

at a similar level for 6M FY2021 with the beginning of the winter season. The demand for RBPL’s homegrown brands 

(Mountain Ice and Namaste) remains relatively better; however, its foreign brand (Warsteiner) is yet to gain traction with 

the consumers. While this is expected to improve after the addition of another foreign brand, Budweiser, from March 

2021, the ability of the product to gain traction among domestic consumers remains to be seen. The company reported 

sales of ~NPR 286 million in FY2020 with YoY decline of ~38% (~NPR 460 million in FY2019), amid the impact of the  

Covid-19 pandemic. Although the sales have improved during 7M FY2021 with an annualised growth of ~41%, RBPL is 

yet to meet its projected sales level. Due to low capacity utilisation and sales revenue, the company reported operating 

and net losses. The losses accumulated over its years of operation have depleted its net worth to negative NPR 895 

million as of mid-February 2021.  

 

Weak financial risk profile with high gearing, stretched liquidity and debt coverage indicators – The gearing level of the 

company remained weak given the utilisation of sizeable bank loans for capex and working capital requirement and 

RBPL’s negative net worth. Moreover, the company continues to report operating losses till FY2020 and, therefore, its 

debt coverage indicators also remain weak (negative). As a result of the inadequate revenue and cash flows, the company 

has utilised sizeable funding support from the promoters to meet its liquidity need and to maintain its debt repayment 

capacity. The continuation of the same until the business is stabilised will remain a key rating sensitivity.  

 

Regulatory risk – The high import tariffs on beer provide duty protection and act as high entry barriers to the domestic 

brewing industry. Reduction or removal of import duty/ tariff could have an adverse impact on the domestic breweries’ 

revenue profile, profit margin and debt coverage indicators, including RBPL. Also, alcoholic beverages remain one of the 

highest taxed commodities in Nepal with the excise tariff increasing steadily on a year-on-year basis. Continued increase 

in tariff and competition could diminish RBPL’s ability to pass on the incremental cost to the consumers, which could 

constrain profit margins. Besides, any restriction by the regulatory agency in production and sales of beer could also 

affect RBPL. 

 

Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodology as indicated below.  
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Links to applicable criteria: 

Corporate Credit Rating Methodology  

 

Link to last rating rationale: 

Raj Brewery Private Limited: [ICRANP] LB/A4 assigned 

 

About the company 

Incorporated in January 2013, Raj Brewery Private Limited (RBPL) is the first brewery unit under Jawalakhel Group of 

Industries, which has over four decades of experience in production and distribution of alcoholic beverages in Nepal. 

After the addition of Budweiser to its product line from March 2021, RBPL currently has a portfolio of four beer brands, 

including two foreign brands, Budweiser and Warsteiner, and two homegrown brands, Namaste and Mountain Ice.  

 

RBPL is solely promoted by Mr. Raj Bahadur Shah. As on mid-February 2021, the company had a single manufacturing 

facility for brewing and bottling works. The company has combined bottling capacity of 9,000 cases per day. RBPL imports 

all its raw materials (malt, yeast and herbs, etc) for brewing Warsteiner beer from Germany, while raw materials for 

other products are imported from its Indian and Nepalese suppliers. As present, the company’s distribution channel 

includes a national distributor and a network of over 100 dealership outlets across the country. 

 

Key financial indicators   

 
FY2018   

(Audited) 

FY2019   

(Audited) 

FY2020 

(Audited) 

7M FY2021 

(Provisional) 

Operating Income-OI (NPR Million) 262 460 286 235 

OPBDITA/OI (%)   -52.78% -63.37% -82.50% -46.34% 

Total Debt/Tangible Net Worth TNW2 (times)  19.13 -2.48 -2.34 -1.50 

Total Outside Liabilities/ TNW (times) 27.09 -6.63 -6.12 -4.38 

Total Debt/OPBDITA (times)  -15.56 -4.51 -6.07 -7.17 

Interest Coverage (times)  -0.76 -1.64 -1.55 -1.29 

DSCR -0.25 -0.39 -0.48 -0.27 

NWC/OI -1.43 0.28 0.86 0.61 

Current ratio 0.34 0.53 0.50 1.08 

 Source: Company data  

 

Annexure-1: Instrument Details  

Instrument (Amount in NPR million) Previous rated Limit Current rated Limit  Rating Action 

Existing Loan Limits    

Long term loans, fund based (A) 1,065 1,174 
[ICRANP] LB; reaffirmed 

Fixed Term Loan 1,065 1,174 

Short term Loans, fund based (B) 481 216 

[ICRANP] A4; reaffirmed 

Overdraft 98 98 

Short Term Loan/ Demand Loan 278 98 

Short Term Loan (one off)  20 

Bridge Gap Loan 105  

Short term Loans, non-fund based (C)  220 

LC/ TR  200 

BG  20 

Grand Total (A+B+C) 1,546 1,610  

 
2 Disregarding promoter advance of ~NPR 1,339 million as of mid-February 2021 

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
https://www.icranepal.com/wp-content/uploads/2020/07/120.-Rationale_Raj-Brewery_BLR.pdf
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Analyst Contacts:   
Ms. Kushum Bhattarai, (Tel No. +977-1-4419910/20) 
kushum@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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