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GCR places Champion Breweries Plc’s ratings of BBB+ng) on Rating Watch Evolving

Rating action

Lagos, 17 September 2025 - GCR Ratings (GCR) has placed Champion Breweries Plc’s national scale long-term and short-

term issuer ratings of BBB+nG) and A2ng) respectively on Rating Watch Evolving.

Rated entity Rating class Rating scale Rating Outlook
. . Long-term issuer . BBB+ng) Rating Watch Evolving
Champion Breweries Plc . National
Short-term issuer A2(NG)

Rating rationale

The Rating Watch Evolving on Champion Breweries Plc (Champion Breweries or the company) reflects potential ratings
migration resulting from a proposed acquisition and expanded funding plans. Within the outlook period, stronger earnings
and cashflows from the proposed brand acquisition could support a positive rating movement. Conversely, higher funding

risk from the rising debt could weaken the ratings.

In August 2025, Champion Breweries announced the acquisition of the Bullet Brand of beverages from Sun Mark Limited.
The acquisition will be effected through a special purpose vehicle (SPV), whereby Champion Breweries will own 80% and
the current shareholder will retain a minority interest. The Bullet Brand is well-recognised and present in 14 African countries
including Nigeria, Ghana, Ivory Coast, and Tanzania, with a strong earnings track record. In contrast, Champion Breweries
currently operates on a much smaller scale with limited product range and geographical spread. The potential for positive
rating movement therefore derives from expectations that the acquisition will materially scale Champion Breweries’
operations, support operational efficiencies through its existing manufacturing facilities and enhance foreign exchange
inflows, underpinning a stronger business profile. Consolidated projections also indicate a positive earnings frajectory,
whereby revenue could spike to around NGN?0 billion by 2026 (2024: NGN20.9 bilion), at a wider operating margin of
15% (2024: 10%).

The rating watch also factors the higher risk funding profile. Champion Breweries raised a combined NGN15 billion (USD?9.8
million) in July 2025 through the issuance of two series of commercial paper, well above the initial plan of NGNS billion.
The funding will largely be utilised to meet the much higher seasonal inventory requirements in the second half of the
year. Consequently, gross debt increased to NGN16.7 billion as of July 2025 (M7 2025) from only NGN208 million in

December 2024 which solely relates to lease liabilities.

The company also plans to raise further debt of NGN30 billion through a bond issuance to fund capital expansion,
upgrades and refinance the existing commercial paper. Given that half of the bond proceeds would be used to replace
existing short-term debt, we expect debt escalation to be contained, while the maturity profile of the debt book would
be extended. Although some of this debt is likely o be repaid through the unwinding of working capital before financial
year-end, gearing metrics will be weaker than the very low historical levels. In addition, an unsuccessful or
undersubscribed equity offer could necessitate further recourse to debt funding to support the planned acquisition,

placing downward pressure on leverage metrics and heightening liquidity risks.
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Outlook statement

The Rating Watch Evolving reflects potential for positive or negative rating migration in the near term depending on the
impact of the proposed acquisition and capital raising exercises on the company. A successful acquisition would improve
the company’s competitive position and diversification, as well as drive stronger earnings and cash flows. However, the
new and proposed debt combined with any potential misalignment between the timing of acquisition and bond issue,

could elevate refinancing and liquidity risks.

Rating friggers

The ratings could be upgraded following a successful acquisition that bolsters and diversifies earnings and stabilises cash
flows and enhances the competitive position. This could support sustained strong leverage metrics amid ongoing

expansion.

Conversely, a higher-than-expected debft or slow earnings post-acquisition could weaken the leverage metrics. This could
also severely impact liquidity given that current cashflows are not sufficient to adequately cover expected repayments

on the proposed debf.
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Ratings history

Champion Breweries Plc

Rating class Review Rating Xelilgle] Outlook Date
Long-term issuer Initial/Last National BBB+(nG) Stable

. - . May 2025
Short-term issuer Initial/Last National A2(NG)
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Upgrade

A long term debt instfrument issued by either a company, institution or the government to raise funds.
The inflow and outflow of cash and cash equivalents. Such flows arise from operating, investing and financing activities.

Funds that can be readily spent or used to meet current obligations.

Commercial paper is a negotiable insfrument with a maturity of less than one year.

A contractual agreement in which a borrower receives something of value now, and agrees to repay the lender at
some dafte in the future, generally with interest. The term also refers to the borrowing capacity of an individual or
company

An obligation to repay a sum of money. More specifically, it is funds passed from a creditor to a debtor in exchange
for interest and a commitment to repay the principal in full on a specified date or over a specified period.

A default occurs when: 1.) The Borrower is unable to repay its debt obligations in full; 2.) A credit-loss event such as
charge-off, specific provision or distressed restructuring involving the forgiveness or postponement of obligations; 3.) The
borrower is past due more than typically 90 days on any debft obligations as defined in the transaction documents; 4.)
The obligor has filed for bankruptcy or similar protection from creditors.

Equity is the holding or stake that shareholders have in a company. Equity capital is raised by the issue of new shares or
by retaining profit.

Scheduled payments made to a creditor in return for the use of borrowed money. The size of the payments will be
determined by the interest rate, the amount borrowed or principal and the duration of the loan.

With regard to corporate analysis, leverage (or gearing) refers to the extent to which a company is funded by debt.

The speed at which assets can be converted to cash. It can also refer to the ability of a company to service its debt
obligations due to the presence of liquid assets such as cash and its equivalents. Market liquidity refers to the ease with
which a security can be bought or sold quickly and in large volumes without substantially affecting the market price.

A company's net cash position over a given period, i.e. money received from customers minus payments to suppliers
and staff, administration expenses, interest payments and taxes.

Funds from issuance of debt securities or sale of assefs.

See GCR Rating Scales, Symbols and Definitions.

The issue of new debt to replace maturing debt. New debt may be provided by existing or new lenders, with a new set
of terms in place.

Payment made to honour obligations in regards to a credit agreement in the following credited order: 3.) Safisfy the
due or unpaid interest charges; 4.) Satisfy the due or unpaid fees or charges; and 5.) To reduce the amount of the
principal debt.

The chance of future uncertainty (i.e. deviation from expected earnings or an expected outcome) that will have an
impact on objectives.

An individual, entity or financial institution that holds shares or stock in an organisation or company.

An enfity that is created to fulfil specific objectives. An SPV is normally bankruptcy/insolvency remote and created to
isolate financial risk.

The rating has been raised on its specific scale.
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Salient points of accorded rating

GCR aoffirms that a.) no part of the rating process was influenced by any other business activities of the credit rafing
agency; b.) the rafings were based solely on the merits of the rated entity, security or financial instrument being rated;
and c.) such ratings were an independent evaluation of the risks and merits of the rated entity, security or financial

insfrument.
The credit ratings have been disclosed to the rated entfity.
The ratings above were solicited by, or on behalf of, the rated entity.

The rated entity participated in the rating process via in person interaction and/or via online virtual inferaction and/or via
electronic and/or verbal communication and correspondence. Furthermore, the quality of information received was
considered adequate and has been independently verified where possible. The information received from the rated

entity and other reliable third parties fo accord the credit rafings included:

e 2024 audited financial statements, and prior four years’ annual financial statements
¢ Unaudited management accounts for the six months period to 30 June 2025

e Financial projections for the five-year period to 2030

¢ Internal and/or external management reports; and

e Industry comparative data and regulatory framework

e Exchange rate source: Central Bank of Nigeria. Closing exchange rate as of July 2025: USD1.00 =NGN1,534
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© 2025 Global Credit Rating Co. (Proprietary) Limited and/or its licensors and subsidiaries (collectively, GCR). All rights reserved.

CREDIT RATINGS ISSUED BY GCR ARE GCR’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR
DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY GCR (COLLECTIVELY, PUBLICATIONS)
MAY INCLUDE SUCH CURRENT OPINIONS. GCR DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL FINANCIAL
OBLIGATIONS AS THEY COME DUE. SEE APPLICABLE GCR RATING SCALES, SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON
THE TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY GCR’S CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: FRAUD, LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-
CREDIT ASSESSMENTS (ASSESSMENTS) AND OTHER OPINIONS INCLUDED IN GCR'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR
HISTORICAL FACT. GCR’'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND GCR’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT AND DO
NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL OR HOLD PARTICULAR SECURITIES. GCR'S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. GCR ISSUES ITS
CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT
EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING OR SALE.

GCR'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT
WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE GCR'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL
ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH
INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER
OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT GCR'S PRIOR WRITTEN CONSENT.

GCR'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK
AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED
A BENCHMARK.

Allinformation contained herein is obtained by GCR from sources believed by it to be accurate and reliable. Because of the possibility of
human or mechanical error as well as other factors, however, all information contained herein is provided “AS IS without warranty of any
kind. GCR adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
GCR considers to be reliable including, when appropriate, independent third-party sources. However, GCR is not an auditor and cannot

in every instance independently verify or validate information received in the rating process or in preparing its Publications.

To the extent permitted by law, GCR, its affiiates and its and their directors, officers, employees, agents, representatives, licensors and
suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or damages whatsoever arising
from or in connection with the information contained herein or the use of or inability to use any such information, even if GCR or any of its
directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant

financial instrument is not the subject of a particular credit rating assigned by GCR.

To the extent permitted by law, GCR, its affiiates and its and their directors, officers, employees, agenfts, representatives, licensors and
suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity, including but not limited to by
any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the avoidance of doubt, by law cannot be
excluded) on the part of, or any contingency within or beyond the confrol of, GCR or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information confained herein or the use of or inability fo use

any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY CREDIT RATING, ASSESSMENT OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY GCR IN ANY FORM
OR MANNER WHATSOEVER.

GCR hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial
paper) rated by GCR have, prior to assignment of any credit rating, agreed fo compensate GCR for the provision of those credit ratings
opinions and services rendered by it. GCR also maintains policies and procedures to address the independence of GCR's credit ratings
and credit rating processes.
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