Bhat-Bhateni Supermarket and Departmental Store Private Limited:
[ICRANP] LBB/A4 assigned
March 7, 2022

Summary of rating action
Rated limit*
Fund based; long-term limits

Rated Amount (NPR Million)

Rating Action

5,258.17

[ICRANP] LBB (assigned)

Fund based; short-term limits

4,127.50

[ICRANP] A4 (assigned)

Non-fund based; short-term limit

3,485.00

[ICRANP] A4 (assigned)

Total
*Limit details are provided in Annexure-1;

12,870.67

Rating action
ICRA Nepal has assigned a long-term rating of [ICRANP] LBB (pronounced ICRA NP L double B) to the fund-based longterm limits of NPR 5,258.17 million of Bhat-Bhateni Supermarket and Departmental Store Private Limited (BBSM or the
company) and a short-term rating of [ICRANP] A4 (pronounced ICRA NP A four) to the short-term fund-based limits of
NPR 4,127.50 million and short-term non-fund-based limits of NPR 3,485 million (including embedded fund-based limits).

Rationale
The assigned ratings factor in BBSM’s established track record and its experienced promoters and management team.
BBSM operates the largest chain of supermarket/department store in Nepal and has generated good traction with
consumers and suppliers over the years. This has translated into a steady growth in revenues (revenue rose at a CAGR
~14% during FY2017-FY2021) and operating profitability for the company in the past, which is expected to continue over
the medium term, given the recent expansion in store networks across the country, which is expected to further support
the economies of scale. The continuation of BBSM’s growth and profitability during the pandemic also underpins the
good demand outlook for the company and remains a rating positive.
The ratings are, however, constrained by the company’s sustained weak liquidity position in the last three to four years
due to its aggressive growth plans. BBSM has undertaken a series of debt-funded capital expenditure (capex) for store
expansion across the country in the recent years, which has strained its cash flows and increased its reliance on the
external borrowings. As a result, the company’s debt to OPBDITA ratio has deteriorated in the last three years and is
likely to remain supressed over the near term, considering the company’s future capex plans and relatively moderate
revenue expectation from the new stores during their stabilisation phase. The liquidity concerns are also accentuated by
the company’s regular distribution of cash dividends even during the period of high-capex and fresh debt utilisation. The
liquidity concerns also remain as the company has overdrawn its working capital drawing power in FY2020 and FY2021,
albeit with some improvement as per the unaudited Q1 FY2022 and Q2 FY2022 numbers. As a result, the company has a
limited cushion to withstand the near-term liquidity shocks, reflected in the low current ratio as per its audited financials.
The company’s debt coverage indicators (mainly DSCR) are also expected to remain moderate to weak over the near
term given the sizeable principal repayment obligations (average of ~NPR 500 million each year) on the term loan taken
for the capex incurred in the past and its plan to incur additional debt-funded capex in the next one to two years. All
these rating concerns are further heightened by the weak financial profile of BBSM’s associated entity, Kathmandu Steels
Private Limited (~37% equity stake is held by BBSM), bank debt obligations of which are guaranteed by BBSM.
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Going forward, BBSM’s ability to attain revenue growth commensurate with the recent capex, manage its debt levels
against incremental operating profitability, maintain/improve its profitability and capitalisation, and manage the liquidity
(including designing of incremental dividend plans) will remain the key rating sensitivities.

Key rating drivers
Credit strengths
Established track record, experienced promoters and management team: BBSM was established in 1992 and is one of
the oldest and largest players in the supermarket/departmental store segments in Nepal. The promoters have been
associated in the business even prior to its establishment as an incorporated entity (since 1984). The experience and
financial resourcefulness of the promoters are expected to benefit the company during difficult conditions. The
promoters’ ability to support the company is also evident from the sizeable equity infusion in FY2021. Moreover, BBSM’s
management team comprises professionals with adequate experience in the industry.
One of the largest players in retail segment with strategic locations and better economies of scale: BBSM is the singlelargest retail segment player in the country, operating through its self-owned premises, (either owned by the company
or the promoters’ family) strategically located across major urban centres of the country. Over its operational years,
BBSM has developed strong traction with consumers and suppliers. As a result, the company deals in a wide range of
products and remains one of the major sales points for all major products consumed in the country (especially in the
urban areas). This gives the company a strong competitive edge in dealing with suppliers, which remains a positive for
BBSM’s long-term prospects.
Good revenue growth supported by expanding outlets and stable profit margins: BBSM has been able to expand its
business via its stores/outlets, which have been commissioned or are in development across almost all major cities of
the country and all prime locations inside the Kathmandu valley (the capital city region). Despite the slowdown in growth
rate in FY2020 and FY2021, due to the pandemic, the company’s sales revenue has been growing at an average of ~1520% YoY reflecting positively on its demand prospects. BBSM’s revenue growth has supported its operating profitability
because of the economies of scale, which can be expected to continue in the future, once operations of the new stores
stabilise.

Credit challenges
Stressed liquidity amid elevated capex, high repayment obligations and dividend outflow: BBSM had been operating
through 18 outlets across Nepal in end-FY2021. Till February 2022 (7M FY2022), the company commissioned three new
outlets and plans to open five more in the next two to three years. The company has financed its capex through longterm bank debts entailing large annual principal repayments, which coupled with the continuous dividend outflow and
relative moderate revenues from the newly opened stores (during the stabilisation phase), has put pressure on the
company’s liquidity.
BBSM’s working capital limits in the fiscal year-end remain marginally above its drawing power, indicating over utilisation
of the drawing power. This offers limited headroom for the company to manage short-term liquidity shocks. In such
events, the company may have to resort to funding support through additional equity infusion and/or short-term loans
for managing its liquidity needs in the near to medium term.
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Rising debt levels vis-à-vis operating profits supressing coverage indicators: The company’s overall debt levels have
been rising in line with the capex incurred in the past. At the same time, the business volume from the existing and newer
outlets are yet to attain normal levels, which has led to a rising debt level vis-à-vis the operating profitability (TD/OPBDITA
at ~4.1 times in FY2021 against 3.8 times in FY2020 and 3.2 times in FY2019). Nonetheless, the company continues to
remain comfortable in the debt-to-equity ratio front, supported by the promoters’ equity infusion in FY2021 (TD/TNW
of 1.5 times in FY2021 against 1.8 times in FY2020 following equity infusion of NPR 1,000 million in FY2021). Although,
the interest cover remains at satisfactory levels (~4 times in FY2021), the DSCR remains under pressure (1.5 times in
FY2021 and 1.3 times in FY2020) because of sizeable principal repayment obligations on the long-term loans. The DSCR
is likely to remain stretched over the medium term given the near-term debt-funded capex plans and elevated principal
repayment obligations. BBSM’s coverage and capitalisation ratios are expected to be supressed in the near to medium
term until the overall business archives post-expansion stabilisation.
Competition and underdeveloped customer spending trend in rural/semi-rural Nepal: BBSM is exposed to competition
from various unorganised-sector players and other local stores. The e-commerce trend also remains a long-term concern
for the company. Despite an established track record in the urban areas (Kathmandu, Pokhara, Chitwan), BBSM’s
performance in the other semi-urban/urban areas of the country remains to be seen.
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
Bhat-Bhateni Supermarket and Departmental Store Private Limited (BBSM), established in 1992, is one of the oldest and
well-established supermarket chain in Nepal dealing in a variety of household consumption goods. The company has
been expanding its outlets base. In end-FY2021, BBSM operated 18 outlets and plans to add eight more in the next two
to three years. In FY2022, the company has added three more outlets that commenced operations in end-February 2022.
BBSM is owned in the ratio of 60:40 by Mr. Min Bahadur Gurung and his spouse Mrs. Sabitri Ghale Gurung.

Key financial indicators
Audited
FY2017
11,779

Audited
FY2018
15,278

Audited
FY2019
17,996

Audited
FY2020
19,362

Audited
FY2021
19,997

OPBDITA/OI (%)
Total Debt/Tangible Net Worth-TNW (times)
Total Outside Liabilities/ TNW (times)
Total Debt/OPBDITA (times)
Interest Coverage (times)
DSCR (times)

9.3%
1.93
2.91
4.62
3.96

10.14%
1.92
3.01
3.69
3.60

10.30%
1.60
2.80
3.21
3.61

10.46%
1.83
2.73
3.76
3.89

10.69%
1.48
2.15
4.08
4.11

3.41

0.83

0.91

1.31

1.51

Net Working Capital/OI (%)
Current Ratio (times)

18.3%
0.8

16.0%
0.9

14.3%
1.0

17.5%
0.9

18.3%
0.8

Amount in NPR million
Operating Income (OI; NPR Million)

Source: Company Data
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Annexure-1: Instrument details
Instrument
Fund based, Long-term (Long-Term Loan)
Fund based, Short-term (Overdraft/ Short Term Loans/Working
Capital Loan/Demand Loan)
Non-fund Based, Short-term (Letter of Credit/Letter of Guarantee)
(A)
Fund based, Short-term (Trust Receipt/Import Loan/Short Term
Loan) (within A)
Total

Rated Amount
(NPR Million)
5,258.17

Rating Action
[ICRANP] L BB (assigned)

4,127.50

[ICRANP] A4 (assigned)

3,485.00

[ICRANP] A4 (assigned)

(1,905.00)

[ICRANP] A4 (assigned)

12,870.67
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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, and 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
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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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