
 

www.icranepal.com                                                                                                                                         1 

Tara Air Private Limited: Ratings placed on watch with negative 

implications 

April 6, 2020 
 

Summary of rated instruments 

Instrument*  Rated Amount (Million) Rating Action 

Facilities Rated in NPR Million   

Long-term loans; fund based 137.08 [ICRANP] LB@ 1 ; placed on watch with negative 

implications  

Short-term loans; fund based 662.31 [ICRANP] A4@; placed on watch with negative 

implications Short-term loans; non-fund based  169.07 

Total (NPR Million) 968.46  

   

Facilities Rated in USD Million   

Long-term loans; fund based 5.75 [ICRANP] LB@; placed on watch with negative 

implications  

Short-term loans; fund based 0.41 [ICRANP] A4@; placed on watch with negative 

implications 

Total (USD Million) 6.16  
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has placed the ratings assigned to the bank loan limits of Tara Air Private Limited (Tara or the company) on 

watch with negative implications. These ratings include the rating of [ICRANP] LB@ (pronounced ICRA NP L B) assigned 

to the company’s long-term loans and the rating of [ICRANP] A4@ (pronounced ICRA NP A four) assigned to the 

company’s short-term loans (including non-fund based limits).  

 

Rationale 
The ratings for Tara have been placed on watch with negative implications, given the expected impact of Covid-19 on the 

Nepalese tourism sector and hence the domestic aviation sector. The initially assigned ratings drew comfort from the 

Government initiatives in celebrating 2020 as a Visit Nepal Year which has been cancelled recently, amid the global 

coronavirus outbreak. The outbreak resulted in a marginal decline in tourist arrivals in January-February 2020, with a 

sharp decline expected in the months to follow. The period of March-May is considered the second peak season for 

tourism-related activities in Nepal, given the conducive environment. Hence, the seasonality in revenues for tourism 

sector entities is likely to accentuate the level of impact. Additionally, a decline in the arrival of foreign tourists would 

result in lower USD earnings, which offer better margins to the players. For short take-off and landing (STOL) sector 

players like Tara, revenues are highly seasonal and the dependence on USD earnings is very high. Tara also carries a 

sizeable USD loan and operational cost obligations and hence this would add up to forex risks as well. 

 

The nation is under a state of lockdown from March 24 to April 15, 2020, with the borders being closed and all 

international flights suspended from March 22 to April 30, 2020. This could extend further, depending upon the level of 

global containment of the coronavirus. Hence, passenger growth is expected to witness a significant reduction, thereby 

exerting pressure on revenues, profitability and debt servicing capacity. The impact could be even severe for highly 

leveraged players such as Tara. This also raises a question on Tara’s ability to attain its projected revenue growth, 

profitability and debt-servicing ability. The prolongation of the pandemic into the months of September-December 

 
1 Denotes rating on watch with negative implications 
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(major tourism season in Nepal) might require additional equity support from the promoters to withstand the impact on 

the business cash flows. 

 

However, the Central Bank has recently provided a three-months’ timeline extension for repayment of loans falling due 

on mid-April 2019, which provides some temporary relief. Amid the continuation of travel restrictions/ lockdown at 

domestic and global level, the impact of the pandemic to the revenue stream of Tara is not ascertainable. The company’s 

ability to manage the cash flows (both NPR and USD) after it resumes operations, would remain critical. ICRA Nepal will 

continue to monitor the developments in the sector, including further relief measures from the Government of Nepal 

(GoN) to the tourism industry (if any); to ascertain whether further rating action is warranted. 

 

Link to last rating rationale   

Rationale-Tara Airlines P. Ltd.-Fresh Bank loan rating-September 2019 

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   
Incorporated in 2008, Tara Air Private Limited (Tara) is a domestic airlines company, which operates in STOL destinations 

with a fleet of four Twin Otter and two Dornier aircraft. It is currently the largest company in the STOL segment, both in 

terms of the number of fleet ownership as well as passenger volume. Tara is part of the Thamserku Group, which has a 

presence in multiple tourism-related sectors including domestic and international aviation, expeditions, adventure travel, 

trekking, hotels/lodges, travel agencies, etc. The company was promoted by Mr. Lhakpa Sonam Sherpa and the Late Ang 

Tshiring Sherpa, both renowned tourism sector entrepreneurs of Nepal. Mr. Lhakpa Sonam Sherpa is currently the 

Chairman of Tara while Mrs. Chanda Sherpa is the Managing Director. Tara was started as a spin-off from its current 

sister concern, Yeti Airlines Private Limited, which operates in trunk routes. Tara’s fleet is based out of Tribhuvan 

International Airport, with secondary hubs at the Surkhet and Nepalgunj airports. The company operates scheduled 

flights and chartered flights as well.  

 

Key financial indicators  

 
FY2016   

(Audited) 

FY2017   

(Audited) 

FY2018 

(Audited)  

FY2019 

(Provisional) 

Operating income – (OI; NPR million) 1,079 1,480 1,417 1,569 

OPBDITA/OI (%)   -2.3% 19.4% 20.2% 16.6% 

Total debt/Tangible net worth (TNW; times) 7.3 9.2 9.6 8.0 

Total outside liabilities/TNW (times) 8.2 10.9 11.1 9.9 

Total debt/OPBDITA (times)  -50.9 6.0 5.5 5.4 

Interest coverage (times)  -0.3 2.5 2.0 1.8 

DSCR (times) 0.6 1.3 0.8 0.6 

Net working capital/OI (%) 65% 38% 32% 24% 

Source: Company data 

 

Annexure-1: Instrument details  
Instrument Currency Rated limits 

(Amount in Million) 

Rating Action 

Non-fund-based facilities; Short term    

Non-fund-based-Short Term (Bank guarantee) NPR 94.07 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2019/11/25.-Rationale_Tara-Air-P.-Ltd._BLR_September-2019_Final.pdf
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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Instrument Currency Rated limits 

(Amount in Million) 

Rating Action 

Non-fund-based-Short Term (Letter of credit) NPR 75.00 [ICRANP] A4@; placed on 

watch with negative 

implications  

    

Fund-based facilities; Short term  
 

 

Fund-based -Short Term (Demand loan) NPR 470.00 [ICRANP] A4@; placed on 

watch with negative 

implications  

  

Fund-based -Short Term (Demand loan)  USD 0.24 

Fund-based -Short Term (Overdraft)  NPR 183.18 

Fund-based -Short Term (Trust receipt loan)  USD 0.17 

Fund-based -Short Term (Hire purchase loan)  NPR 9.13 

    

Fund-based facilities; Long term  
 

 

Fund-based -Long Term (Term loans)  NPR 137.08 [ICRANP] LB@; placed on 

watch with negative 

implications  
Fund-based -Long Term (Term loans)  USD 5.75 

    

Total limits (NPR Million)  968.46  

Total limits (USD Million)  6.16  
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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. The international credit rating agency, 

Moody’s Investors Service, is ICRA’s largest shareholder. 

For more information, visit www.icranepal.com   
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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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