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HIM Electronics Private Limited: [ICRANP] A4+ (assigned) 

25 June 2020 
 

Summary of rated instruments 

Instrument*  Rated Amount (NPR Million) Rating Action 

Fund-based; short term limits** 2,655 [ICRANP] A4+ assigned 

Non-fund based; short-term limits** 2,410  [ICRANP] A4+ assigned 

Short-term fund/non-fund based - ad hoc limit 750 [ICRANP] A4+ assigned 

 Total 4,141  

*Instrument details are provided in Annexure-1;  

** includes overlapping limits, total limit capped at NPR 3,391 million  

 

Rating action 
ICRA Nepal has assigned the short-term rating of [ICRANP] A4+ (pronounced ICRA NP A four plus) to HIM Electronics 

Private Limited (HIM).  

 

Rationale 
The assigned rating factors in HIM’s established track record and its experienced promoters and management team. The 

rating also takes comfort from HIM’s strong market positioning as one of the two authorised importers and distributors 

of Samsung brand of handheld devices and home appliances. Strong brand recall of Samsung, HIM’s strong and well 

diversified distribution network and traction in the local market, augurs well for the future growth of the company. In 

addition to Samsung, the company also has its own homegrown brand of consumer electronics and electricals (viz. 

Himstar) that offers segment and revenue diversification to the company. The company has reported healthy growth in 

revenue in the last three to four years (notwithstanding a marginal decline in growth in FY2019 and expected 

deterioration over the near term amid the Covid-19 pandemic), on a steady operating profit margin, which is a positive 

for its future profitability.  

 

The ratings are, however, constrained by Him’s high working capital intensity (mainly because of high-inventory days) 

which has stretched the company’s liquidity profile and has increased its reliance on the bank borrowings. Amid the 

liquidity pressure, the company has occasionally breached its working capital drawing power and has resorted to the use 

of ad hoc bank limits in recent years. As a result, the capital structure of HIM remains highly leveraged and the high 

interest expenditure in the recent years has eroded HIM’s profitability profile. Working capital intensity is likely to remain 

high over the near term amid the expectations of weak demand, that could result in a higher inventory liquidation and 

debtor realisation period. This could strain the liquidity and debt coverage metrices of the company over the near term. 

The absence of a long-term agreement with Samsung, which accounts for ~70% of HIM’s sales in the last two years is 

also cause for concern. The rating also remains constrained by moderate debtor security mechanism that can lead to 

debtor recovery risk as well as inventory obsolescence risk, arising from high inventory days. The highly competitive 

consumer electronics and home appliances segment, given the presence of multiple brands/players, exposes the players 

to margin pressure, which also remains a rating concern.  

 

Going forward, the company’s ability to streamline its working capital intensity by managing its inventory levels, reducing 

gearing and thereby protecting its margins will remain the key monitorable.  
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Key rating drivers  

Credit strengths 
Established track record and experienced promoters, management team 

HIM Electronics was established in 1988 and is one of the older players in the consumer electronic business in Nepal. The 

unit is a part of the Golchha organisation, one of the oldest and diversified business conglomerates owned by the Golchha 

family. The management comprises seasoned professionals with adequate experience in the home appliances industry 

of Nepal. 

 

Established supply chain, almost exclusive import and distribution rights and strong brand recall of Samsung 

HIM is one of the two authorised importers and distributors of Samsung brand of consumer electronics and handheld 

devices in Nepal, since 2001. The company has one of the strongest distribution networks with over 9000 big and small 

dealers across the country. The distribution network and traction in local market developed over a long period remains 

a positive. Coupled with a strong brand recall and wide product range of Samsung and Himstar, HIM has been able to 

register good growth in revenues in the recent years.  

 

Good revenue growth with diversified customer base and steady retention of profits 

It has enjoyed a healthy growth in its revenue over the years (with a CAGR of ~45% on a YoY basis over the past 4 years 

ending FY2019). Its customer base has remained relatively diversified with approximate 18% of the sales being 

concentrated among the top 10 customers. Further HIM has been retaining a major portion of its profits in the recent 

years which has supported its capitalisation profile to some extent.  

 

Credit challenges 
Absence of long-term agreement with Samsung Electronics 

The Samsung brand of consumer electronics, home appliances and handheld devices make up the majority of the sales 

of the company (72% of sales in FY2019). However, there is no long-term dealership agreement between HIM and the 

Samsung Group. Given the high reliance on Samsung sales, any change in the terms of agreement and/or its 

discontinuation could have a major impact on HIM’s sales, margin, and financial profile. This risk is, however, mitigated 

to a certain extent given HIM’s long association with the Samsung brand and its good year-on-year performance.  

 

High working capital intensity increasing the need for external financing 

HIMs working capital intensity remains high (NWC/OI of 55% as of mid-July 2019) mainly because of the high inventory 

and debtor days. This increases its reliance on external financing to support its working capital needs. High year-end 

inventory days (185 days in FY2019) combined with relatively high debtor days (81 days in FY2019) and relatively short 

creditor days (72 days in FY 2019) has led to a stretched cash cycle and resulted in a moderate liquidity profile for HIM. 

The stretched inventory days also remain a concern as slow-moving inventory could result in inventory obsolescence risk 

for HIM. 

 

High gearing resulting in modest coverage indicators, despite improving operating profit 

HIMs OBDITA is on an increasing trend for the past few years, given the steady operating margins on a rising operating 

revenue. However, given the steady rise in working capital loans, HIM’s debt/OPBDITA level continues to remain on the 

higher side (~8 times as of mid-July 2019 vs. ~6 times in mid-July 2018). Given the increasing debt level and high interest 

rate environment prevailing since FY2017, HIM’s interest expenses are on a rising trend, thereby resulting in a moderate 

debt coverage ratio. The debt service coverage ratio (DSCR) and the interest coverage ratio (ICR) stand at 1.1 and 1.2 

respectively during FY2019, vs 1.3 and 1.5 respectively during FY2018; which indicates that the cushion of HIM’s earnings 

vis-à-vis its debt obligations remains thin.  

 

Fragmented market and high competition  

Given the presence of multiple players and brands in the consumer electronics and home appliances segment, the 

competition remains high. The competition is further exacerbated by the recent entry of new brands as well as large 
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volume of imports from informal/alternative channels. The rising competition in consumer electronics market is also 

evident from the increased advertisement and marketing costs being incurred by HIM in recent years, supressing the 

profitability profile.  

 

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   
HIM Electronics Private Limited (HIM), established in 1988, is one of the leading importers and traders of consumer 

electronics and home appliances in Nepal. HIM is one of the two authorised importers and distributors of Samsung 

mobiles, hand-held devices as well as Samsung home appliances and consumer electronics. Secondary product portfolio 

of Him comprises electricals and small appliances from brands such as Bajaj, Indoasian and Osram and Timex watches. 

HIM also has an assembling unit that produces the Himstar brand of consumer electronics, home appliances and 

alternative energy equipment such as solar panel and inverters. 

 

HIM is a unit under the Golchha Organisation, a family-owned business conglomerate with investment spanning 

manufacturing and trading sectors. The major shareholder of the company is Mr. Shekhar Golchha with ~67% 

shareholding and the remaining stake is held equally by eight members of the Golchha family. 

 

HIM’s distribution and aftersales service network comprises four warehouses, over 9000 big and small dealers, 13 

company-owned retail outlets and over 40 exclusive service centres spread across the country.  

 

Key financial indicators 

Amount in NPR million 
Audited Provisional 

FY2017 FY2018 FY2019 H1FY2020 

Operating Income 3,576 5,511 5,092 2,610 

OPBDITA/OI (%) 5.5% 6.4% 7.1% 10.8% 

PAT/OI (%) 0.9% 1.3% 0.2% 3.2% 

Gearing (times) 4.3 4.0 5.3 3.2 

OPBDITA/Interest (times) 1.5 1.5 1.2 1.8 

DSCR (times) 1.3 1.3 1.1 1.6 

NWC/OI (%) 47% 38% 55% 28% 

Total Outside Liabilities/TNW (times) 5.2 4.9 7.1 4.3 

Total Debt/OPBDITA (times) 8.6 6.1 8.1 4.4 

 

Annexure-1: Instrument details  

Instrument 
Rated Amount 

(NPR Million) 

Rating Action 

Fund based, Short-term (Overdraft/Trust Receipt/Demand Loan)  981 [ICRANP] A4+ 

Fund based, Short-term (Trust Receipt/Import Loan/Demand Loan/Short 

Term Loan) (within A)  
(1,574) [ICRANP] A4+ 

Non-fund based, Short-term (Letter of Credit/Letter of Guarantee) (A) 2,410 [ICRANP] A4+ 

   

Short-term loans: fund/non-fund based- adhoc limit 750 [ICRANP] A4+ 

Total  4,141  

  

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

Mr. Sailesh Subedi (Tel No. +977-1-4419910/20) 
sailesh@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   

 

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 
 

http://www.icranepal.com/
mailto:kishor@icranepal.com
mailto:sailesh@icranepal.com
mailto:barsha@icranepal.com
http://www.icranepal.com/
http://www.icra.in/
mailto:info@icranepal.com
http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/

