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Integrated Mobility Solutions Private Limited: [ICRANP] LBB/A4+ 

(assigned) 

February 15, 2021 
 

Summary of rated instruments 

Instrument*  Rated Amount (NPR Million) Rating Action 

Fund-based; long-term limits 122.31 [ICRANP] LBB (assigned) 

Fund-based; short-term limits 160.00 [ICRANP] A4+ (assigned) 

Non-fund based; short-term limits 4,860.00 [ICRANP] A4+ (assigned) 

 Total 5,142.31  

*Instrument details are provided in Annexure-1;  

 

Rating action 
ICRA Nepal has assigned the long-term rating of [ICRANP] LBB (pronounced ICRA NP L double B) to the NPR 122.31 million 

long-term limits and short-term rating of [ICRANP] A4+ (pronounced ICRA NP A four plus) to the NPR 160 million fund-

based and NPR 4,860 million non-fund based short-term limits of Integrated Mobility Solutions Private Limited (IMS). 

 

Rationale 
The assigned ratings factor in IMS’ established track record in the electronics trading business and its experienced 

promoters/management team. Strong brand recall of Samsung mobiles and accessories (for which IMS is the authorized 

importer and sole distributor for Central and Western Nepal) coupled with IMS’ established supply chain remains a 

comfort for future revenue growth and sustainability. Mobiles and hand-held devices are expected to witness a growth 

in demand in the post-Covid era with the growth in the use of virtual platforms for meetings, study, etc which is also 

expected to support the demand outlook. The ratings also take comfort from IMS’ diversified customer base and 

adequate debtor-security mechanisms (through bank guarantees, etc).  

 

The ratings are, however, constrained by IMS’ high gearing, moderate debt coverage ratios and stretched liquidity. Its 

bank borrowings spiked in the last two to three years due to increased utilisation of working capital loans for supporting 

its group companies/associated individuals. The reliance on loans further increased after a significant dividend outflow 

in FY2019 and increased working capital intensity in FY2020 due to the Covid-19 impact (NWC/OI1 of 39% in FY2020 vs. 

27% in FY2019). This also strained the liquidity profile of IMS, which, coupled with revenue moderation in FY2019 and 

FY2020 witnessed overutilization of drawing power for working capital loans in FY2020. High gearing and stretched 

liquidity results in modest debt coverage ratios and lower resilience towards liquidity shocks, which has been factored 

into the rating action. Rating concerns also arise from the supplier risks and non-exclusive dealership agreement with 

Samsung (India). This concern is underscored by the appointment by Samsung (India) of a new distributor for the eastern 

region of Nepal with effect from FY2020 affecting FY2020 sales and market share for IMS. Increasing competition in the 

mobile and smartphone arena, especially from direct imports, given the porous border and technical obsolescence risk, 

also remains other rating concerns.   

 

Going forward, the ability of IMS to maintain its market share and check the decline in the operating revenues will have 

a bearing on its incremental financial profile. The company’s ability to streamline its working capital and lower its debt 

levels, thereby improving the debt coverage metrices, will remain key rating sensitivities.   

 

 
1 Net working capital/ Operating income 
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Key rating drivers  

Credit strengths 
Established track record, experienced promoters and management team 

IMS was established in 1993 and is the among the early entrants into the import-and-distribution business of mobiles 

and handheld devices in Nepal and has been the authorised importer-cum-distributor of Samsung mobiles for the 

Nepalese market since 2001. IMS is the largest and among the oldest units under the IMS Group and is, therefore, of 

strategic importance to the Group, which has investment spanning across diversified sectors such as automobile, real 

estate, technology, financial services, etc. The promoters of IMS are among the established business houses in Nepal 

while the management comprises seasoned professionals with adequate industry experience, both of which are 

positives.   

 

Strong brand recall of Samsung Electronics with long-term distributorship rights  

IMS is one of the two importers-cum-distributors of Samsung brand of mobiles and accessories for Nepal. IMS’ 

distributorship area extends to the whole of Nepal, except for the eastern region, which was awarded to a different 

importer from FY2020. Strong brand recall of Samsung and relatively long-term distributorship rights (five-years 

extendable) remain a positive for the sustainability of revenue over the medium term. IMS’ distribution network 

comprises 100+ sub-distributors, including its own intra-company and intra-group distributing outlets, which remains a 

positive for the continuation of its market share. 

 

Credit challenges 
Product/supplier concentration risk; non-exclusive distributorship agreement 

Entire sales revenue of IMS comprises the Samsung brand of mobile and accessories. While IMS’ long-term association 

with Samsung Electronics (since 2001), remains a comfort, the dealership agreement between Samsung India (supplier) 

and IMS doesn’t provide exclusive distributorship rights to the latter. The supplier nominated a second importer-cum-

distributor for Eastern Nepal with effect from FY2020, resulting in a major loss of revenue and market share for IMS. This 

underscores the vulnerability of IMS’ business profile to any change in the terms of the distributorship agreement.  

 

High leverage and moderate debt coverage ratios 

IMS remains highly leveraged with total debt/ total net worth of ~10 times as of FY2020 end vs. ~13 times in FY2019-end 

and ~4 times in FY2018-end. IMS’ debt levels increased sharply after FY2018 - a result of increased utilization of working 

capital limits by IMS to provide funding support to its Group companies/associated individuals, which, coupled with the 

sizeable dividend outflow in FY2019, resulted in a sharp deterioration of its gearing levels. The working capital intensity 

of the company has also increased in FY2020 (NWC/OI of 40% for FY2020 vs. ~30% in previous two years) which has 

further increased the requirement for working capital financing. As a result, IMS reliance on external borrowings remains 

high with correspondingly high gearing ratios.  

 

IMS has registered a YoY contraction for two consecutive years ending FY2020. The withdrawal of the VAT refund policy 

and increased import duty for mobile phone importers with effect from FY2019 triggered a revenue decline for IMS by 

giving rise to the grey market (due to the porous border with India and lower prices therein). This was followed by the 

discontinuation of IMS’ distributorship rights for Eastern Nepal from early FY2020, which coupled with the impact of 

Covid-19 lockdowns in H2 FY2020, led to a significant revenue contraction for FY2020. Moderation in sales revenue 

coupled with a high debt burden has moderated the debt coverage ratios accordingly. Although IMS’ operating profit 

margins continue to remain stable, a higher interest expense has eroded its net profitability and debt coverage ratios.  

 

Technological challenges and risk of product obsolescence 

The mobiles and smartphones industry is characterised by rapid technological changes and remains highly competitive 

due to the presence of multiple brands in the market. Several players constantly innovate to gain market dominance. 

Revenue and growth prospects of the distributor depend on the product innovation and brand recognition of the parent 
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company. The ability of Samsung to launch innovative products at competitive pricing and extend support for obsolete 

stock, would have a bearing on IMS’ financial outlook. 

 

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   

Integrated Mobility Solutions Private Limited (IMS) (erstwhile International Marketing Services Private Limited) was 

established in 1993. IMS started to import and distribute mobile phones from 1998 and was the sole authorised 

distributor of Samsung mobiles, tablets, and accessories for the Nepalese market (during 2001-2019), under a non-

exclusive dealership agreement with Samsung Electronics Co. Limited. Currently it is one of the two authorised importers 

and distributors for Samsung mobiles, tablets, and accessories.  

 

IMS is the oldest and the largest unit under the IMS Group led by Mr. Dipak Malhotra. The equity stake in IMS is held by 

Mr. Malhotra (51%) and Krishna International Private Limited (49%). The IMS Group has its presence in various sectors 

like agriculture, automobile, e-commerce, real estate, hospitality, hospitals and medicine, hydropower, educational 

institutions, banks and financial organisations, insurance, etc. 

 

IMS imports Samsung mobiles, tablets, and accessories from Samsung Electronics Co. Limited. It has its presence all over 

central and western Nepal with around 11 retail stores and 12 service centres and over 100 distributors. 

 

Key financial indicators 

Particulars  
FY2017 

(Audited) 

FY2018   

(Audited) 

FY2019  

(Audited) 

FY2020 

(Audited) 

Operating Income-OI (NPR Million) 9,357 9,922 8,330 5,838 

OPBDITA/OI (%)   5.6% 5.8% 6.0% 6.7% 

Total Debt/Tangible Net Worth TNW (times)  2.2 4.0 13.1 10.0 

Total Outside Liabilities/ TNW (times) 6.1 5.8 22.2 15.5 

Total Debt/OPBDITA (times)  2.0 5.0 5.2 6.9 

Interest Coverage (times)  5.5 2.5 1.8 1.2 

Debt service coverage ratio (times) 4.2 2.1 1.5 1.1 

NWC/OI 14% 30% 27% 39% 

Current ratio (times) 1.1 1.1 1.0 1.0 

 

Annexure-1: Instrument details  

Instrument 
Rated Amount (NPR 

Million) 

Rating Action 

Fund based, long- term (Term loan, Hire Purchase Loan) 122.31 [ICRANP] LBB 

Fund based, Short-term (Overdraft) 160.00 [ICRANP] A4+ 

Non-fund based, Short-term (Letter of Credit) (A) 4,860.00 [ICRANP] A4+ 

Fund based, Short-term (Overdraft/Trust Receipt/Demand 

Loan) (within A)  
(3,173.06) [ICRANP] A4+ 

Total  5,142.31  

 

http://www.icranepal.com/
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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Analyst Contacts:   

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

 
Ms. Neha Baral (Tel No. +977-1-4419910/20) 
neha@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 
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