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Ashtanga Education Private Limited: [ICRANP] LB-/A4 assigned 

 

February 3, 2021 
 

Summary of rated instruments 

Instrument  
Rated Amount (NPR 

Million) 
Rating Action 

  Long-term loans; Fund based (term loan) 1,248.0 [ICRANP] LB-; Assigned 

  Short-term loans; Fund based (working capital loan) 15.0 [ICRANP] A4; Assigned 

Total 1,263.0   

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LB- (pronounced ICRA NP L B minus) to the long-term loans of 

NPR 1,248 million of Ashtanga Education Private Limited (AEPL). ICRA Nepal has also assigned a short-term rating of 

[ICRANP] A4 (pronounced ICRA NP A four) to the company’s short-term loans of NPR 15 million.  

 

Rationale 
The ratings assigned to AEPL (a special purpose vehicle that owns Kathmandu World School (KWS) as its 100% subsidiary) 

are constrained by the offtake and stabilisation risk associated with the school, given its limited track record of 

operations. The risks are further accentuated in the post-Covid-19 era, which significantly impacted the enrolment 

numbers for academic year (AY) 2021 (FY2020) with the expected impact likely to extend into the near future, which 

could further strain the near-term revenue profile of the school and therefore, AEPL. Its revenues are entirely dependent 

on the rental and service income (for services offered such as cafeteria, hostel, and transportation) from KWS, which 

operates in the premises developed by AEPL through debt-funded capex. AEPL has granted KWS a substantial waiver in 

rental fees in the light of Covid-19 impact, which is expected to have a significant impact on AEPL’s operating income.  

Therefore, the revenue profile of AEPL is expected to remain weak vis-à-vis its sizeable debt obligations, resulting in weak 

debt coverage indicators and necessitating equity support from its promoters. The school is in the early stage of 

operations and is yet to achieve operational and financial self-sufficiency. The ratings are also constrained by the intense 

competition between premier education institutions in the Kathmandu region, concentration risk for AEPL arising from 

its reliance on a single school property and the regulatory risks related to the education sector.  

 

Nonetheless, the assigned ratings factor in the strong promoter profile of AEPL, which comprises individuals and 

institutions representing established business houses and education-sector entrepreneur with a prior track record. The 

ratings draw comfort from the expected funding support from promoters to ensure timely debt repayments. The lack of 

such support, during difficult operating conditions, could result in AEPL’s inability to timely meet the debt obligations. 

Further, healthy student enrolment achieved by KWS over its short track record (notwithstanding the subdued enrolment 

in AY2021 (FY2020) remains a positive. The ratings assigned also factor in the positive demand outlook for premier 

education institutions, given the sizeable number of students going to foreign countries for quality education.  

 

Going forward, the post-pandemic improvement in the level of academic activities for KWS and continuation of equity 

support from the promoters till then to meet the liquidity requirement and timely servicing the debt obligations will 

remain the key rating sensitivities for AEPL.   

 

Key rating drivers  
 

Credit strengths 
Financially strong promoters with prior sectoral experience – The promoter profile of AEPL comprises a mix of 

individuals and institutions representing reputed business houses in Nepal as well as education sector entrepreneurs. 

The major promoters of AEPL have prior experience in owning and operating educational institutions. The Chairman of 
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AEPL, Mr. Khagendra Prasad Ojha, is also the Chief Executive Officer of Global College of Management, Chairman of 

Valley View English School, Global College International and Uniglobe Secondary School. The shareholders also include 

CG School Pvt Ltd, which has multiple educational institutions operating in the Kathmandu region. Strong and 

experienced promoters remain a comfort against the offtake risk for the school and therefore, remains a rating positive. 

The ratings draw comfort from the expected funding support from promoters to ensure timely debt repayments. The 

lack of such support, during the difficult operating conditions, could result in AEPL’s inability to timely meet the debt 

obligations. 

 

Healthy enrolment of students especially in higher secondary level – Despite the short track record, KWS has been able 

to enrol a healthy number of students, notwithstanding the modest enrolment for AY2021 (FY2020). Although low 

occupancy in secondary level remains a concern, which has been further exacerbated by the ongoing Covid-19 pandemic, 

the healthy enrolment of students in higher secondary level is a positive.  

 

Positive demand outlook – With the gradual rise in income level, the demand for quality education remains a positive in 

the country. This is evidenced by relatively good performance of premier educational institutions in the secondary and 

higher secondary levels in the Kathmandu region. Given the relatively lower number of players in this segment, the 

demand outlook for AEPL remains good.  

 

 

Credit challenges 
Project offtake and stabilisation risks – AEPL’s revenues are entirely dependent on the payments made by the school 

(KWS) towards the rent and service charges for the use of the school complex, including hostel, cafeteria and 

transportation services, provided by the former. Therefore, the school’s operational performance has a direct impact on 

AEPL’s financial profile. The school is in early years of operation and is yet to be stabilised, resulting in a subdued revenue 

profile. This has been further negatively affected by the disruption in regular school operation amid the Covid-19 crisis . 

Fewer enrolment of new students in new academic session 2021, partial waiver of tuition fee for virtual classes (grade I 

to X) and expected low hostel and cafeteria income eroded the school’s revenues in FY2020; the trend is likely to extend 

into FY2021 as well. Accordingly, AEPL has granted substantial waiver on rental charges to KWS for both FY2020 and 

FY2021. Since rental constitutes one of the largest revenue sources for AEPL, this will negatively impact the company’s 

revenues, cash flow and debt servicing ability. 

 

Weak financial profile and stretched debt coverage indicators – AEPL has incurred significant capex for the development 

of infrastructure, which is being used by KWS for its operation. The high debt burden coupled with the current moderate 

operating revenue profile and expected stress in near-term revenues of the school is likely to strain the financial profile 

of the company. Its coverage ratio remained weak for FY2020 and is expected to remain muted over the next one to two 

years. Similarly, amid poor revenue visibility in FY2021, the liquidity position of the company is likely to remain stretched.    

 

Exposed to intense competition and regulatory risk – The Kathmandu region has multiple premier schools providing 

secondary and higher secondary level education, targeting the upper-middle class and higher segment, which increases 

the competition. This could remain a challenge for the offtake and stabilisation for AEPL.  The company is exposed to 

regulatory risks typical of educational institutions. The school, KWS, operated by AEPL is regulated by multiples agencies 

and bodies of the Government. Moreover, education being a matter of public concern remains susceptible to policies 

and regulations of the Government for this sector. 

 

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   
Established in 2015, Ashtanga Education Private Limited (AEPL) has been running a secondary and higher secondary level 
school (grade 1 through to 12) through its 100% subsidiary KWS. The major source of revenues for AEPL is the rental and 
other service arrangement receipts from KWS. The school is also planning to add Cambridge A level in the near term. 
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The company is promoted by 36 (individual and institutional) promoters, most of whom are from academics and business 
backgrounds. The major shareholders include Ms. Nepal Portfolio Investment (~25%), Mr. Khagendra Prasad Ojha (~9%), 
M/s C.G. school Pvt Ltd (5%) among others.   

 

Key financial indicators  

 
FY2019   

(Audited)  

FY2020 

(Audited) 

Operating income (OI; NPR million) 34.6 52.9 

OPBDITA/OI (%)   -28.4% 38.6% 

Total debt/Tangible net worth (TNW; times)  1.8 2.3 

Total outside liabilities/TNW (times) 1.9 2.8 

Total debt/OPBDITA (times)  -111.6 58.0 

Interest coverage (times)  -0.1 0.2 

DSCR (times) -0.1 0.1 
Source: Company data 

 

Analyst Contacts:   
Mr. Sailesh Subedi (Tel No. +977-1-4419910/20) 
sailesh@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-33, Nepal 

Phone:+977 1 4419910/20 

Email: info@icranepal.com 

Web: 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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