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Hotel Buddha Star Private Limited: [ICRANP] LB+/ [ICRANP] A4 assigned 
October 19, 2020 

Summary of rated instruments: 

Instrument* Rated Amount (NPR Million) Rating Action 

Long-term limits  650.00 [ICRANP] LB+ (Assigned) 

Short-term limits 10.00 [ICRANP] A4 (Assigned) 

Total 660.00  

*Instrument details are provided in Annexure-1 
 

Rating action   

ICRA Nepal has assigned the long-term rating of [ICRANP] LB+ (pronounced ICRA NP L B plus) to the NPR 650 million long-

term loans of Hotel Buddha Star Private Limited (HBSPL). ICRA Nepal has also assigned the short-term rating of [ICRANP] A4 

(pronounced ICRA NP A Four) to the NPR 10 million short-term loan limit of HBSPL.  
 

Rationale 

The rating assigned to HBSPL (the special purpose vehicle—SPV—that owns and operates a proposed 3-star hotel property 

in Bhairahawa) derives comfort from the favourable location of the project. The growing prospect of the Bhairahawa region 

as a business and tourism hub (with further improvement expected after the commissioning of international airport 

expected from March 2021) also remains a positive. The rating also takes comfort from the promoters’ reputation in the 

region and the business community, which could cushion the offtake risk to some extent. The rating also favourably factors 

in the Government of Nepal’s (GoN) initiatives to provide support and boost the demand prospects of the Nepalese tourism 

industry.  

 

Nonetheless, the rating remains constrained by the early stage of development of the hotel and the resultant high execution 

risk associated with the project. The initial stages of the project’s development along with the partial equity injection exposes 

the company to risks associated with time and cost overrun. The development and commissioning of several hotel projects 

in the region is also expected to increase the competitive intensity, which could affect the realizations vis-à-vis the projected 

estimates. The ratings are also constrained by the company’s high gearing levels (debt equity 75:25), which could result in 

stretched debt coverage indicators until the hotel achieves stabilization. Further, the promoters have limited experience in 

operating a hotel business, despite their long-track record in the cement sector and their established reputation in the 

region.  Rating concerns also arise from the relatively high costs of the project1, the hotel’s limited segment and geographical 

diversification, and its small scale of operation (comprising of 63 keys).  

 

Key rating drivers  

Credit strengths 
Strategic location 

The property is in Siddharthanagar-09, Bhairahawa, near to Lumbini, a UNESCO World Heritage site, which is a popular 

tourist destination. It is also close to the proposed Gautam Buddha International Airport, which is scheduled to be 

operational from March 2021.  The strategic location of the property therefore remains a positive for the long-term prospect 

of the hotel.   

 

Promoter’s reputation and prior experience, though not in hotel sector 
The owners of HBSPL are established businessmen in the cement industry of the country and have good traction with various 
stakeholders (potential customers for hotel), developed over the years. Despite the limited experience in operating a hotel 
business, the owner’s experience and the traction in the industry are likely to lower the offtake risk for the hotel to some 
extent.   
 

Governments support to tourism sector players 

The Government of Nepal (GoN) has taken positive steps to encourage private sector involvement in the tourism sector. The 

GoN has rolled out provisions such as tax holiday for large-scale hotel projects, prescribed a lending floor for banks and  

 
1 Per key cost of ~NPR 13.81 million excluding cost of land 
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financial institutions (BFIs) for tourism-related projects, among others.  Although the global and national level lockdowns, 

implemented in the aftermath of Covid-19 outbreak, and the cancellation of Visit Nepal Year (VNY) 2020 by the GoN have 

created a negative sentiment across the hospitality and tourism sector, the longer-term outlook remains positive and 

therefore the impact on the companies such as HBSPL with under-construction properties, is expected to remain lower than 

the currently operational properties. 

 

Credit challenges 

High execution risk associated with the project  

The company started its hotel construction from November/December 2019. At present, the project has achieved ~7% 

financial progress. The operation of the hotel is expected to commence from April 2022, during which the loan would remain 

under the moratorium period. Post the moratorium, a grace period of 6 months has been allowed by the banker. However, 

given the early stages of development and the on-going Covid-19 pandemic, timely commissioning of the project within the 

budgeted cost remains a concern. Execution of the project on time prior to the start of repayments will be crucial to ensure 

timely debt servicing.  Although the debt requirement for the project is tied up completely, a major portion of equity is yet 

to be infused. Timely infusion of the said equity will be essential for meeting the time and cost estimates for the project. 

 

Sizeable debt burden and capex likely to stretch liquidity and debt servicing ability  

Debt burden on the company is on higher side, given the 75:25 debt-equity mix. The project commissioning cost was ~NPR 

870 million, relatively high despite exclusion of land cost. These coupled with the offtake risk could result in moderate 

revenues until the hotel achieves stability, which could exert pressure on the liquidity and debt servicing capacity of the 

company. The promoters’ ability to provide funding support during such period will have a bearing on the hotel’s operations 

and liquidity. 

 

Increase in competition among star hotels could affect project offtake  

Bhairahawa is known as the gateway to Lumbini and is an industrial city. With development in the infrastructure and 

improved prospects for tourism development (partly aided by the commissioning of an international Airport in the city), the 

number of hotels in the region are increasing. This is expected to increase the competitive forces in the market, which could 

impact the project’s offtake.  

 

Limited geographical and segment diversification  

The proposed hotel will be a single property hotel in Bhairahawa and thus will be exposed to geographical concentration 

risk as well as segment concentration. This could exacerbate the risk during any disruption in the normal operations at the 

given location.  

 

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   

Hotel Buddha Star Private Limited (HBSPL) was incorporated in November 2018. It is a special purpose vehicle (SPV) that will 

own and operate a proposed 3-star hotel ‘Hotel Buddha Star’. The proposed hotel is planned to operate on 63 keys basis 

and is centrally located in Siddharthanagar-9, Bhairahawa. 

 

HBSPL is the first hotel ownership for Mr. Raj Kumar Pokharel and family. Mr. Pokharel is an entrepreneur with investments 

in cement sector units viz. Agni Cement Pvt Ltd and Shubhashree Agni Cement Pvt Ltd. The proposed hotel is currently under-

construction, with expected commissioning in April/May 2022.   

  

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 Rated Amount (NPR Million) Rating Action 

Long-term Limits (A)  650.00 
[ICRANP] LB+ (Assigned) 

Fund-based limits (Project Term Loan) 650.00 

   

Short-term Limits B) 10.00 

[ICRANP] A4 (Assigned) 
 

Fund-based limits; Overdraft 10.00 

Fund-based limits; Bridge Gap Loan (within A) (100.00) 

Non-fund-based limits; Letter of Credit (within A) (50.00) 

Total (A+B) 660.00  

 

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    
  

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, 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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