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Omstone Asia Capital (Nepal) Private Limited: [ICRANP] LB+ reaffirmed 
 

April 5, 2021 

Summary of rated instruments: 

Instrument 
Last Rated 

Amount (NPR 
Million) 

Current rated amount 
(NPR million) Rating Action 

Fund-based - Long-term loans 800.00 800.00 [ICRANP] LB+; reaffirmed 

Total   800.00 800.00  
 
 

Rating action   

ICRA Nepal has reaffirmed the long-term rating of [ICRANP] LB+ (pronounced ICRA NP L B plus) to the NPR 800-million 

long-term loans of Omstone Asia Capital (Nepal) Private Limited (OACPL).  
 

Rationale  

The ratings assigned to OACPL, (a special purpose vehicle [SPV] formed to own and operate a proposed 5-star hotel 
property under the franchise of Dusit Thani) continue to remain constrained by the project execution risk. Against the 
original project deadline of mid-July 2021, the project has only achieved ~56% financial progress till mid-March 2021 
because of the impact of the Covid-19 on the construction timeline. Therefore, the project is likely to witness time and 
cost overrun. Given the high capex per key of the hotel (~NPR 26 million per key) and high debt financing (~63% of the 
project cost), any additional cost overrun is likely to further affect the financial profile and debt coverage indicators 
during the initial years of operation until the hotel achieves stabilisation. However, ICRA Nepal notes the regulatory 
relaxation accorded by the central bank to the hotel industry with respect to the bank loans repayment (through 
provision of extended moratorium and or restructuring/rescheduling of loans by extending the repayment tenure) which 
could prevent an immediate default risk.  The hotel’s limited segment and geographical diversification and its ability to 
manage the offtake risk continue to remain key rating concerns. Given its moderate scale of operation, any slack in the 
projected occupancy and RevPAR1 that may result from intense competition could render the business cash flows 
inadequate to service the debt obligations in a timely manner.  
 
However, the rating considers the strategic location of the project and brand visibility accorded by the project’s tie-up 

with Dusit Thani2. The hotel developers have entered into an agreement for using the brand name, Dusit Thani, for the 

hotel. The agreement allows them with access to Dusit’s global reservation systems and benefit from the former’s 

expertise in hotel operations management. This is also expected to offset the promoters’ limited experience in operating 

such a high-end hotel. The rating also favourably factors in the Government of Nepal’s (GoN) initiatives to boost the 

tourism industry to increase demand for such (hospitality) projects.  

 

Key rating drivers  

Credit strengths 

Brand recognition of Dusit Thani – OACPL has entered into a 10-year hotel licensing and management agreement3 with 

Dusit Overseas Company Limited for using the brand name, Dusit Thani, for the proposed hotel. Besides providing brand 

recognition, this agreement also provides with access to Dusit’s global reservation system, which is likely to have a 

positive impact on the occupancy and revenues of the hotel. Moreover, the agreement facilitates utilising Dusit’s 

management experience of hotel operations, mitigating the risk arising from the promoter’s limited hotel experience.  

 

  

 
1 Revenue per available room 
2 A Thailand based hospitality group with hotel properties across the south east Asian region. 

3 The agreement has been entered for an initial period of 10 years, extendable by further 5+5 years at the discretion of the parties involved.i.e., Dusit 

Overseas Company Limited and Omstone Asia Capital (Nepal) Private Limited. 
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Government support for 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 like tax holiday for large-scale hotel 

projects, prescribed a lending floor for banks and financial institutions (BFIs) for tourism-related projects, among others.  

Although the global and national level lockdowns implemented in the aftermath of the Covid-19 pandemic and 

cancellation of Visit Nepal Year (VNY) 2020 by the GoN created a negative sentiment across the hospitality and tourism 

sectors, the longer-term outlook remains positive. Thus, the impact on the companies such as OACPL with under-

construction properties, is expected to remain lower than the currently operational properties. 

 
Credit challenges 

Project execution risk   
The project construction started from July 2018 with the completion target of July 2021. However, the Covid-19 impacted 
the construction timeline, and the project achieved only ~56% of the financial progress till mid-March 2021 and is likely 
to witness time and cost overrun. Although OACPL management expects the hotel to be ready for commercial operation 
by October/November 2021 with ~10% overrun over the original cost estimate of NPR 1,275 million, their ability to 
commission the project within the revised time and cost estimate amid the ongoing impact of the Covid-19 pandemic 
remains to be seen. However, the moratorium period allowed by the bankers is up to February 2022 (with provision for 
further extension of moratorium as per the central bank’s relaxation), which provides adequate headroom for project 
commissioning.   
 

Sizeable debt burden and capex likely to stretch the liquidity and debt servicing ability – Debt burden on the company 

is on higher side given the 63:37 debt-equity mix. The cost per key of the project remains high at ~NPR 26 million per 

key, which could increase further in the event of a cost overrun. At the same time, the offtake risk associated with the 

project could result in moderate revenues until the hotel achieves stability, which could exert pressure on the liquidity 

and debt servicing capacity of the company in the early years. The promoters’ ability to provide funding support during 

such period will have a bearing on the hotel operations and liquidity. 

 

Limited geographical and segmental diversification – The proposed 5-star resort hotel will be a single-property hotel, 
located in the outskirts of Kathmandu, targeting high-end leisure travellers. The geographical and segmental 
diversification of the company remains low. Given the relatively moderate per-capita spending by the tourists visiting 
the country, generating adequate traffic to the property could remain a challenge.  
 

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  

 

Link to the previous rationale: 

Omstone Asia Capital (Nepal) Private Limited: [ICRANP] LB+ Rating Assigned 
 

About the company   

Omstone Asia Capital (Nepal) Private Limited (OACPL) was incorporated in December 2014. OACPL is a special purpose 
vehicle (SPV) set up for developing and operating a 5-star resort property in Dhulikhel (near Kathmandu city), under the 
franchise of the Dusit Thani Group of Hotels (a Thailand-based hospitality Group). OACPL has shareholding from Mr. 
Vishnu Mor, a Dubai-based businessman with Indian origin having major investments in the Indian palm oil industry and 
Mr. Ramesh Hamal (a Nepalese businessman with prior experience in the hospitality sector across South East Asia and 
the Caribbean).  
  
OACPL has entered a management contract with Dusit Thani for 10 years (can be extended for another 10 years) from 
the date of commencement. The resort property is currently under development with targeted commercial operation by 
the end of 2021.  
  
  

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
https://www.icranepal.com/wp-content/uploads/2020/07/125.-Rationale_Omstone-Asia-Capital-Nepal-Private-Limited.pdf
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Analyst Contacts:   

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 

incorporated on November 11, 2011 and granted license 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 such areas 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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