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Chandragiri Hills Limited: [ICRANP-IR] BB and [ICRANP] LBB/A4+ 

assigned; Ratings on Watch with Negative Implications 

June 15, 2020 
 

Summary of rated instruments 

Facility/Instrument* 
Rated Amount (NPR 

million) 
Ratings 

Issuer Rating NA [ICRANP-IR] BB@; Assigned 

   

Bank loan limits:   

Long-term loans; Fund based 2,039.7 [ICRANP] LBB@; Assigned 

Short-term loans; Fund based 35.0 [ICRANP] A4+@; Assigned 

Short-term loans; Fund based (within Long-term limits) (188.4) [ICRANP] A4+@; Assigned 

Long-term loans; Fund based (proposed) 261.2 [ICRANP] LBB@; Assigned 

Total bank loan limits 2,335.9  

* Instrument details are provided in Annexure-1 

@ indicates ratings on watch with negative implications 

 

Rating action   
ICRA Nepal has assigned an issuer rating of [ICRANP-IR] BB@ (pronounced ICRA NP issuer rating double B) to Chandragiri 

Hills Limited (CHL). ICRA Nepal has also assigned a long-term rating of [ICRANP] LBB@ (pronounced ICRA NP L double B) 

to the long-term loans and a short-term rating of [ICRANP] A4+@ (pronounced ICRA NP A four plus) to the short-term 

loans of CHL. The ratings assigned are on Watch with Negative Implications. 

 

Rationale 
The ratings assignment, including the Watch with Negative Implications, factor in the expected impact of the Covid-19 

pandemic on the Nepalese hospitality sector. The global Covid-19 pandemic, starting from early 2020, followed by the 

worldwide travel restrictions and lockdowns, will create significant pressure on the financial profile, cash flows and debt 

servicing capacity of players in the Nepalese tourism sector. Amid the pandemic, discretionary and leisure spending are 

likely to reduce for domestic as well as international tourists. The resultant lower occupancy and visitor inflows would 

have a significant impact on revenues, operating margins as well as coverage indicators of the company over the near to 

medium term. Rating concerns stemming from liquidity pressure would remain higher for entities like CHL, given the 

project stabilisation risks (for the resort) and high term debt burden in the initial years of operations. ICRA Nepal expects 

the hospitality industry to witness one of the longest periods of recovery owing to the likely widespread business 

slowdown over the next couple of quarters. 

 

Nonetheless, the ratings factor in the company’s financially resourceful promoters, including prominent representatives 

from the IME Group, among others. ICRA Nepal expects the promoters to extend financial support to CHL, in case of 

exigencies. The cable car service operated by CHL, along with other existing/proposed tourist amenities, will be unique 

tourist attractions for the Kathmandu Valley. This is reflected in the healthy pick-up in revenues, with good traction 

among visitors since the beginning of the cable car operations from August 2016. Tourism remains a priority sector for 

the Government of Nepal (GoN) with established fiscal concessions/advantages along with dedicated refinance budget 

to aid the recovery from the Covid-19 impact.  

 

However, the ratings are constrained by the company’s leveraged capital structure and sub-par coverage ratios (gearing 

of 1.8 times as of mid-April 2020 and DSCR of 0.9 times for 9M FY2020). The company’s ability to continue the revenue 

growth momentum from the cable car service and attain similar metrics in resort operations, would be impacted by the 

pandemic. Hence, the stabilisation risks would remain high for the resort, which will be formally launched shortly. The 

http://www.icranepal.com/


 

www.icranepal.com                                                                                                                                        2 

ratings are further constrained by the increasing competition in the city’s hotel industry with many new international 

hotel chains, along with others, establishing their presence, which could lead to pricing pressure. Going forward, any 

sustained pressure on earnings and profitability, impacting liquidity and coverage indicators and any delays in requisite 

funding support by the promoters, would remain key rating sensitivities. 

 

 

Key rating drivers  
 

Credit strengths 
Financially resourceful promoters – Most of CHL’s promoters are individuals associated with the reputed IME Group. 

Additionally, Bhat-Bhateni Supermarket Private Limited (operator of the largest chain of retail superstores in Nepal) is 

also a promoter. The promoters have vast experience and have presence across diverse sectors including financial 

services, remittance, energy, travel/tourism, entertainment, trading sector etc, among others. In the past, the promoters 

have timely infused equity to fund the increased project scope as well as to cover cost overruns.  

 

Unique tourist attraction contributing to good revenue base over a short period of time – The cable car service operated 

by CHL is the only such service in the capital city. As such, the visitors’ volume (mostly from domestic tourists comprising 

~85-90% of overall visitors) remained good in the initial years of operation. The company’s revenue has shown a healthy 

pick-up with good traction and visitor growth since the beginning of cable car operations from August 2016. The revenue 

growth momentum weakened in 9M FY2020 (from mid-July-2019 to mid-April 2020) due to the global impact of the 

Covid-19 and the subsequent lockdown since March 21, 2020. Though the revenue may remain supported by the full-

fledged operations of the resort, CHL’s ability to attain targeted occupancy levels may remain under challenge due to the 

impact on the tourist flow after the pandemic. However, the project could also have advantages associated with it for 

being an integrated property with the religiously important location, various tourist amenities therein, upcoming resort 

and the proposed zipline.  

 

Tourism sector remains a priority for the Government – The Government of Nepal (GoN) has kept tourism under the list 

of priority sectors, and hence is promoting it through various fiscal and monetary policies and programmes. These 

facilities include mandated lending targets to banks, concessionary tax rates along with further discount in tax rates upon 

listing, among others. The Government has also taken major initiatives for growth of the sector such as the “Visit Nepal 

Year 2020 Campaign”. However, the same had to be cancelled due to the ongoing pandemic. The Government has also 

allocated a separate refinance budget of NPR 50 billion to support the sector during the pandemic (in addition to the 

general refinance budget of NPR 100 billion). Besides, banks are required to provide additional 10% working capital 

financing to borrowers from the sector, which had been making regular payments in the past. 

 

Credit challenges 
Covid-19 pandemic would have significant impact on the hospitality sector – Given the discretionary nature of spending 

(especially leisure travel), the travel and tourism industry has always been highly susceptible to exogenous shocks like 

wars, terror attacks, diseases and economic meltdowns. The pandemic is expected to have a more severe and broad-

based impact on the operating metrics of the company, resulting in negative operating leverage over the medium term. 

Though the cable car operations were reporting improving numbers, the occupancy remained at ~40-45%. During the 

resort’s partial operations from June 2019 to February 2020, the average occupancy was ~27% and the average room 

rate was ~NPR 9,000. With the extended lockdown in the last few months of FY2020 and the expected slow rebound in 

FY2021, occupancy, average room rates and coverage indicators are expected to remain weak.  

 

Weak financial profile with high leverage and sub-par coverage ratios – The company’s debt burden remains high with 

~63% debt financing targeted in the overall project cost of ~NPR 4 billion (gearing stood at 1.8 times as of mid-April 2020). 

While the cable car operations were reporting improving capacity utilisations, the 100-room resort is yet to be formally 

launched. As the component-wise debt segregation has not been made, there has been severe financial strain to cash 

flows from the existing modest operations at the cable car service. This led to weak coverage ratios of the company with 

DSCR of 1.05 times and interest coverage of 1.75 times in FY2019. Besides, the operations were disrupted towards the 

end of FY2020 and the occupancy is expected to remain low in FY2021 due to the pandemic. This would further weaken 
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the financial profile with the coverage indicators expected to remain weak for the medium term. Timely financial support 

from the promoters may remain crucial. 

 

Limited track record of operations for cable car; project stabilisation risk high for the resort – The cable car service 

began its operations from August 2016, while the 100-room boutique resort is approaching completion (some finishing 

work pending). However, partial operations of the resort already started from June 2019. The resort is not affiliated with 

established brands and has to create its own presence in the market. With the resort proposing to start full-fledged 

operations amid the pandemic, the project stabilisation risk remains high. CHL’s operating metrices and liquidity could 

remain under pressure until revenues from the resort property stabilise. Hence, CHL’s return prospects would remain 

muted over the medium term. CHL’s profitability over the longer term would remain dependent upon the industry’s 

ability to rebound from the impact of the pandemic.  

 

Fragmented hotel industry and increasing competition – The hotel industry in Kathmandu remains fragmented and 

there has been an increasing level of competition, specifically in the last five years with many new international hotel 

chains and others establishing their presence in the city. CHL may witness pricing pressure from older and established 

properties with low debt burden. The hotel industry in Kathmandu remains intensely competitive, given its concentration 

in the limited geography of the city.  Inherent cyclicality in the industry would also impact the cash flow of the project. 

The resort is also a single-property hotel and is therefore exposed to geographical concentration risk. 

 

Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodology as indicated below.  

Links to applicable criteria:    

Issuer Rating Methodology 

Corporate Credit Rating Methodology  

 

About the company   
Established in 2009, Chandragiri Hills Limited (CHL) is the operator of the integrated tourist complex located in 

Chandragiri Hills, Thankot, Kathmandu. The project includes a cable car service to the peak of the hill with religious 

importance, amusement parks and restaurants therein. The company also operates a 100-room boutique resort, and 

several other visitor activities at the property. The cable car project started operations on August 8, 2016. The soft launch 

of the resort was made in July 2019, while the formal launch is yet to be made. CHL was initially registered as Kathmandu 

Fun Park Private Limited and was converted into a public limited company on July 16, 2014. Its name was changed to the 

current one on May 16, 2016. The company is promoted by 15 individuals with Mr. Hem Raj Dhakal and Mr. Chandra 

Prasad Dhakal as the largest shareholders with 21.8% ownership each. Mr. Chandra Prasad Dhakal is currently the 

Chairman of the company. The company proposes to issue an IPO shortly (~NPR 184 million), which would dilute its 

promoter holding to 88%. 

 

Key financial indicators  

 FY2017 
(Audited) 

FY2018 
(Audited) 

FY2019 
(Audited) 

9M FY2020 
(Provisional) 

Operating income (OI; NPR million) 411 548 570 412 

OPBDITA/OI (%)   50% 58% 52% 52% 

Total debt/Tangible net worth (TNW; times)  1.35 1.71 1.69 1.80 

Total outside liabilities/TNW (times) 1.42 1.78 1.81 1.90 

Total debt/OPBDITA (times)  7.37 6.20 7.50 7.93 

Interest coverage (times)  2.17 2.24 1.75 1.32* 

DSCR (times) 2.15 1.85 1.32 0.88* 

Net working capital/OI (%) 65% 51% 41% 48% 
Source: Company data  
*Interest coverage 1.97 and DSCR of 1.0 after utilising deferral facility allowed by NRB  

 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2019/11/IssuerRatingMethodology15042019.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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Annexure-1: Instrument details  

Facilities/Instrument 
Rated Amount 

(NPR million) 
Rating Action 

Issuer Rating NA [ICRANP-IR] BB@; Assigned 

   

Bank loan limits   

Fund-based facilities; Long-term    

Term Loans 2,029.5 [ICRANP] LBB@; Assigned 

Hire Purchase Loan 10.2 [ICRANP] LBB@; Assigned 

Total Fund-based-Long term (A) 2,039.7  
   

Fund-based facilities; Short-term   

Bridge Gap Loan (within proposed term loan) (188.4) [ICRANP] A4+@; Assigned 

Short Term Loan  35.0 [ICRANP] A4+@; Assigned 

Total Fund-based-Short term (B) 35.0  

   

Fund-based facilities; Long-term (Proposed) (C) 261.2 [ICRANP] LBB@; Assigned 

Total limits (NPR Million) (A+B+C) 2,335.9  

@ indicates ratings on watch with negative implications 

 

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