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Patanjali Ayurved Private Limited: Rating reaffirmed 

January 16, 2023 
 

Summary of rating action: 

Instrument (Amounts in NPR million) 
Last rated 

amount 

Current rated 

amount 
Rating Action 

Short-term loans; fund-based (Bridge Gap Loan) 850 850 
[ICRANP] A3; reaffirmed 

Short-term loans; non-fund-based (Letter of Credit) * 100 100 

 Total 950 950   

* Rated limits also include fund-based trust receipt loans of NPR 90 million, embedded within the non-fund-based limits.  

 

Rating action   
ICRA Nepal has reaffirmed the short-term rating of [ICRANP] A3 (pronounced ICRA NP A three) to the short-term loans of 

Patanjali Ayurved Private Limited (PAPL). 

 

Rationale 
The rating reaffirmation mainly factors in the company’s improving scale of operation with largely stable operating profit 

margins (OPM) at ~17-18%. The rating also derives comfort from PAPL’s improving coverage indicators with total debt (TD) 

to OPBDITA of 3.2 times and interest coverage of 2.9 times for FY2022 (5.3 times and 1.6 times respectively in FY2020) 

mainly benefitted by the good OPM over increased scalability, while the debt levels have remained largely steady. Further, 

the rating continues to derive comfort from the company’s linkages1 to the reputed/established Patanjali Group (India) as 

a majority stakeholder, along with an agreement with Patanjali Ayurved Limited (Patanjali) of India for the use of its strong 

brand name, “Patanjali”.  PAPL has received adequate financial support from the promoters in the past in form of interest 

free advances, waiver of applicable royalty, extended credit period on raw materials (through Patanjali Group), and 

corporate guarantees for the company’s entire loan limit, which remains a positive. ICRA Nepal expects continuation of 

similar support from the Patanjali Group in the future. The rating also favourably factors in the company’s experienced 

management profile along with an established supply chain/distribution network across the country. 

 

Nonetheless, the rating remains constrained by PAPL’s steadily high working capital intensity (net working capital to 

operating income ratio; NWC/OI of ~40% in FY2022) and its weak capitalisation profile amid sizeable accumulated losses 

leading to negative net worth base. However, the recent equity infusion along with the promoters’ commitment to infuse 

further equity provides comfort. Nonetheless, PAPL’s increasing dependence on a few products (mainly the dishwash and 

detergent segment) despite having a diverse product portfolio remains a rating concern. The rating is also impacted by the 

intense competition in the FMCG industry with established players and brands having good coverage in the Nepalese 

market. Going forward, PAPL’s ability to sustain its revenue growth momentum, while maintaining adequate profitability 

and improving the capitalisation along with the continuation of the association with the Patanjali brand would remain the 

key rating sensitivities. 

 

 

Key rating drivers  
 

Credit strengths 
Improving scalability and largely steady operating profit margins – PAPL has posted a healthy revenue growth with CAGR 

(compound annual growth rate) of ~25% over last two years period ending on mid-July 2022. This was mainly contributed 

by the significant growth in sales of its major products, i.e., dishwash and detergent powder. The company’s established 

 
1 Indirect majority shareholding of Acharya Balkrishna who has a major stake across most Patanjali Group companies in India. 
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supply chain and distribution network of over 100 dealers also aided in the revenue growth. Dishwash/Detergent segment 

continues to remain the largest and relatively high profitable segment which supported the OPM for PAPL, despite exposing 

the company to product concentration risk (~62% revenues in FY2022 derived from this segment as against ~42% in 

FY2020). PAPL has reported largely stable OPM of ~17-18% in recent years. This coupled with the improving scale of 

operation and largely steady debt levels have led to adequate coverage indicators with TD/OPBDITA of 3.2 times (5.3 times 

in FY2020) and interest coverage of 2.9 times for the year (1.6 times in FY2020).  

 

Linkages with the Patanjali Group, India; established brand name of Patanjali – PAPL is promoted by Gangotri Ayurveda 

Limited (Gangotri), which holds a 90% stake and the remaining 10% is held by Ram Janaki Investment Private Limited (Ram 

Janaki). Acharya Balkrishna, the Managing Director of PAPL and Patanjali Ayurveda Limited (Patanjali) of India, holds a 90% 

stake in Gangotri. PAPL also has an agreement with Patanjali for the use of logo/brand/trademark of Patanjali. The wide 

product range and continuous research and development for product innovation at Patanjali (India) augurs well for further 

increasing PAPL’s long-term product portfolio. As the current agreement with Patanjali is expiring in 2024, timely renewal 

of the same would remain crucial for the company’s operational profile. The local partner, Ram Janaki, is also a part of the 

established Mahato Group in Nepal, having diversified business including banking and healthcare sector, among others. 

 

Adequate financial/operational support from promotors – The promotors have extended adequate financial support to 

the company in the past to support its financial profile. This was in the form of interest free advances, waiver of applicable 

royalties, and elongated credit period for the capex cost as well as for raw materials supply, all of which ensured timely 

repayment of bank obligations despite a weak financial performance till FY2019. Further, the current promotors, Gangotri 

and Ram Janakai, have committed to infuse additional equity shortly to improve the company’s leverage ratios. Though a 

major chunk of the infused equity would go towards lowering the payables to the Patanjali, PAPL’s capitalisation ratios 

would significantly improve, assuming the infusion is through at the proposed quantum and timeline. The promotors have 

also provided corporate guarantees for the entire loan of PAPL. In the operational front, the company receives technical 

support from Patanjali (India) for manufacturing/processing the products under the common brand name. Patanjali (India) 

has also agreed not to export any of its products to Nepal, which are manufactured by PAPL.  

 

Credit challenges 
Steadily high working capital intensity – PAPL’s working capital intensity has generally remained high with a working capital 

cycle of ~137 days in FY2022 (100 days in FY2020), mainly on account of high inventory days of 108 while the debtor days 

also increased to ~85 (109 and 58 days, respectively in FY2020). This translates into a working capital intensity (NWC/OI) of 

~40% in FY2022 (~38% in FY2020), which is fairly high, given the FMCG dominated portfolio. The ability of the company to 

manage its working capital intensity will have a bearing on its liquidity. The company is also yet to segregate its bridge gap 

loans to term loans and working capital loans (this has been pending due to delays in equity infusion in order to ensure the 

gearing is within regulatory cap of 4 times), until which its exact drawing power status cannot be ensured. 

 

Weak capitalisation profile; proposed equity infusion to provide comfort – PAPL’s financial profile improved in FY2022 on 

the heels of good OPM and internal accruals. However, the capitalisation indicator continues to remain weak till date 

because of the sizeable accumulated losses (NPR 347 million accumulated loss as of mid-July 2022), hence leasing to 

negative gearing (total debt to total net worth) of ~14.1 times as of mid-July 2022. PAPL has also been carrying sizeable 

payables to Patanjali for capex costs and raw material imports, which would pressurise its liquidity profile, in case of 

lumpiness in payments. Going forward, PAPL’s ability to maintain its profitability with an improvement in capitalisation 

through the proposed equity injection will remain crucial.  

 

Link to previous detailed rating rationale 

Rationale_Patanjali-Ayurved-Pvt-Ltd._Fresh-BLR-_Sep-2021 

 

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  

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2021/09/26.-Final-Rationale_Patanjali-Ayurved-Pvt-Ltd._Fresh-BLR-_Sep-2021.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/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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About the company   
Established in 2011 as Nepal Gramodhyog, the company changed its name to Patanjali Ayurved Private Limited (PAPL) in 

2015. PAPL is the producer/processor of various types of food items as well as personal care and other household FMCG 

products under the brand name of “Patanjali”. Its registered office is in Bhatbhateni, Kathmandu and its factory is located 

in Bara district of eastern Nepal. The company’s shares are held by two institutions with an Indian company viz. Gangotri 

Ayurveda Limited2 being the largest shareholder with a 90% stake, followed by the local partner Mahato Group’s company, 

Ram Janaki Investment Private Limited, holding the remaining stake. 

 

Key financial indicators 

 FY2019 
(Audited) 

FY2020 
(Audited) 

FY2021 
(Audited) 

FY2022 
(Provisional) 

Operating income (OI; sales in NPR million) 616 966 1,259 1,502 

OPBDITA/OI (%) -11.7% 16.4% 18.3% 16.8% 

Total debt/Tangible net worth (TNW; times) -3.6 -3.5 -3.1 -14.1 

Total outside liabilities/TNW (times) -6.2 -6.0 -5.9 -27.1 

Total debt/OPBDITA (times) -12.0 5.3 3.7 3.2 

Interest coverage (times) -0.7 1.6 2.9 2.9 

DSCR (times) -0.5 1.1 1.4 2.5 

Net working capital/OI (%) 54% 38% 35% 40% 

Current ratio 0.9 1.0 2.8 3.7 

 

Analyst Contacts   
Mr. Sailesh Subedi (Tel No. +977-1-4419910/20) 
sailesh@icranepal.com    
 
Mr. Rajib Maharjan (Tel No. +977-1-4419910/20) 
rajib@icranepal.com    
 

Mr. Pranil Dahal (Tel No. +977-1-4419910/20)   

pranil@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, 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   

 
2 90% ownership of this company is with Acharya Balkrishna, who is also the Managing Director of PAPL. 
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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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