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Fujima Oil Company Private Limited: [ICRANP] LBB/A4+ assigned 

December 12, 2022 
 

Summary of rating action: 

Instrument (Amount in NPR million)* Rated limits Rating Action 

Long-term loan limits 42 [ICRANP] LBB; assigned 

Short-term loan limits  485 [ICRANP] A4+; assigned 

 Total 527   

* Instrument details are provided in Annexure-1 

 

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

and a short-term rating of [ICRANP] A4+ (pronounced ICRA NP A four plus) to the short-term loan limits of Fujima Oil 

Company Private Limited (Fujima or the company). 

 

Rationale 
The assigned ratings factor in the company’s long operational track record, established brand image of its products and 

its experienced leadership, which has aided it in reporting a healthy growth in revenue base in the recent years, along 

with a largely steady operating profit margin (OPM). The ratings are further supported by the company’s satisfactory 

leverage levels and adequate debt coverage metrics. ICRA Nepal also takes comfort from the timely funding support by 

the promoters in the past and the liquidity cushions generally available with the company, in the form of unutilised 

drawing power.  

 

Nonetheless, the ratings are mainly constrained by Fujima’s stretched working capital cycle, characterised by the steadily 

high debtor and inventory days. The ratings are further impacted by the intense competitive pressure in the industry, 

mainly from established imported brands, which could have a bearing over the company’s incremental growth prospects 

and margins. Going forward, the company’s ability to continue the sales growth momentum with adequate margins, 

while judiciously managing its working capital levels and maintain comfortable capitalisation and debt coverage 

indicators, would remain the key rating sensitivities. 

 

 

Key rating drivers  
 

Credit strengths 
Long track record and a good brand recall – Fujima has been in the lubricant blending/manufacturing business for more 

than two decades since 1999. The company’s long track record, experienced leadership and good marketing initiatives 

have led to a good brand recall for its major selling brand ‘Control’. The company has also added two new brands in the 

recent years viz. ‘Royal’ and ‘Magic Plus’, catering to different consumer segments.  

 

Healthy revenue and margin trajectory in recent years – The company’s revenues reported a healthy recovery (~25% to 

30% growth) in the last two fiscal years after the pandemic-induced dip in FY2020. The demand outlook was supported 

by the good brand recall of the company’s products amid a pandemic-induced surge in the two-wheeler (2W) segment’s 

demand, which contributed the highest to the company’s revenues at ~25% in FY2022. Good demand levels, along with 

recent price revision of the products, have led to an improved OPM of 9.5% for FY2022 (~8.3% in FY2021), which also 

remains a positive.  

 

Satisfactory financial profile – Fujima’s financial profile remains satisfactory, with a largely controlled gearing of 1.1 

times as of mid-July-2022, amid periodic equity infusions by the promoters and profit retention in the recent years. The 
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debt coverage indicator (total debt to OPBDITA) also improved to 4.4 times for FY2022 from ~6.9 times for FY2021, while 

the interest coverage and DSCR remained adequate at 2.1 times and ~1.5 times, respectively, for FY2022. These 

indicators remain supported by improving OPM outlook for the company and, hence, its ability to maintain adequate 

margins would remain crucial in maintaining comfortable coverage indicators, amid a rising interest rate outlook. In the 

liquidity front, Fujima's current ratio of 1.5 times and an unutilised drawing power of ~23% as of mid-July-2022, provide 

cushion to absorb any near-term liquidity shocks and hence, supports the ratings. 

 

Credit challenges 

Stretched working capital cycle – The company’s working capital intensity (net working capital to operating income ratio; 

NWC/OI) remained high at ~56% in FY2022, despite some moderation in recent years. This was mainly on account of 

elongated debtor days at 106 and a high inventory holding at 157 days. In order to fund these, Fujima mostly relies on 

working capital debt funding at ~65-70% of the net current assets. Hence, the company’s ability to judiciously manage 

the working capital cycle shall remain critical considering the sharp increase in borrowing rates as well as the recent 

Central bank’s guideline capping working capital loans at 25% of turnover (Fujima’s working capital loans as of mid-July 

2022 were ~35% of its revenues in FY2022).  

 

Intense competitive intensity amid low duty protection – The automobile lubricant industry in Nepal is dominated by 
imported Indian brands, which are marketed by prominent automobile distributors/dealers. Thus, the domestic lubricant 
companies like Fujima face stiff competition, both from leading brands as well as from the weaker brands catering to the 
price-sensitive customer segment. The rating concerns also arise from low duty protection for the company’s products 
(custom duty levied on direct import of lubricants is 30%, while 15% duty is applicable for most of the key ingredients 
i.e., base oil and additives, leaving a small headroom for value addition).  
 

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   
Fujima Oil Company Private Limited (Fujima), incorporated in November 1999, is a manufacturer/blender of various types 

of automobile lubricants, sold under the brand names of ‘Control’, ‘Magic Plus’ and ‘Royal’. Its registered office is in 

Katahari V.D.C., Morang district in eastern Nepal. The business is closely held by four individuals, viz., Mr. Madhav Prasad 

Koirala, Mr. Ishwor Prasad Koirala, Ms. Bina Shrestha and Mr. Pranav Dhamala, holding 35%, 5%, 30% and 30% stakes, 

respectively. 

 

Key financial indicators  

  
FY2018 FY2019 FY2020 FY2021 FY2022 

(Audited) (Audited) (Audited) (Audited) (Provisional) 

Operating income - OI (NPR million) 491 558 361 456 591 

OPBDITA/OI (%)   8.8% 10.6% 8.4% 8.3% 9.5% 

Total debt/Tangible net-worth-TNW (times)  1.82 1.37 1.41 1.59 1.13 

Total outside liabilities/ TNW (times) 2.34 1.84 1.80 2.00 1.37 

Total debt/OPBDITA (times)  6.33 3.66 7.43 6.93 4.38 

Interest coverage (times)  1.79 1.72 1.29 2.05 2.08 

DSCR (times) 1.75 1.38 1.07 1.26 1.54 

Net-working capital/OI (%) 57% 43% 70% 63% 56% 

Current ratio (times) 1.22 1.29 1.24 1.20 1.48 

Source: Company data 

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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Annexure-1: Instrument Details  
Instrument (Amounts in NPR Million) Rated limits Rating action 

Long-term loan limits (A) 42 

[ICRANP] LBB; assigned Term loan 30 

Hire-purchase loan 12 

     

Short-term loan limits (B) 485 

[ICRANP] A4+; assigned 

Fund based; Overdraft and demand loan  55 

Fund based; Trust receipt loans-TR 80 

Fund based; TR/import loan and demand loan (within LC) (225) 

Non-fund-based; Letter of credit 350 

Non-fund-based; Bank guarantee (within LC) (1) 

     

Grand total (A+B) 527   
 

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    
 

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 licenced 

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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