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Kathmandu International Hospital Private Limited: [ICRANP] LB/A4 

assigned 

May 10, 2021 
 

Summary of rated instruments 

Instrument  Amount (NPR Million) Rating Action 

   Long-term loans: fund based 4,167 [ICRANP] LB; assigned 

   Short-term loans: fund based  50 
[ICRANP] A4; assigned 

 Short-term loans: non- fund based 25 

 Total 4,242   

*Instrument details are provided in Annexure-1. 

 

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

International Hospital Private Limited (KIH). ICRA Nepal has also assigned a short-term rating of [ICRANP] A4 (pronounced 

ICRA NP A four) to the company’s short-term loans (including non-fund-based limits).  

 

Rationale 
The ratings assigned to KIH (a SPV developing a 300-bed-super-speciality hospital in Kathmandu) are constrained by the 

high project execution risks associated with hospital construction (currently in land acquisition and planning phase). The 

rating concerns also arise from the relatively high estimated project cost (~NPR 19 million per operating bed assuming 

300 bed capacity), significantly financed through debt (~75% of project cost). This is likely to keep the company’s gearing 

level high over the initial years of operation, which coupled with relatively moderate revenue expectation during the 

early years could pressurise its cash flows and debt servicing ability. These concerns are further exacerbated by the 

increased competitive intensity in the healthcare sector caused by the presence of multiple similar scale established 

hospitals in the city. Rating concerns also arise from the relatively modest financial profile of the established hospitals 

with similar profile in the Kathmandu area. Though the promoters have experience in operating a medical college cum 

hospital in Chitwan (viz. Chitwan Medical College – CMC since 2007), their ability to penetrate the hospital market in 

Kathmandu remains to be seen. While the debt component has been tied up at current cost estimates, any unanticipated 

increase in time (~3 years as per current estimates) and therefore cost estimates could lead to funding risks. However, 

ICRA Nepal expects timely funding support from the promoters during the construction period as well as in the initial 

years of operations if the cash flows are weaker than anticipated. The ability to source and retain quality medical 

professionals also remains a challenge for the sector. However, this concern is comforted by the fact that the majority of 

the promoters are experienced doctors/ consultants and have developed extensive linkages in the health care industry. 

  

 

Nonetheless, the ratings draw comfort from the experienced background of the company’s promoters who are mainly 

affiliated to CMC, which has an established track-record of ~14 years in operating a medical college and large-scale 

hospital (750 bed capacity). CMC would also be extending corporate guarantee for KIH’s line of credit, which offers some 

comfort, despite KIH’s debt levels and repayment obligations remaining significantly higher than CMC’s free cashflows. 

The rating also factors the favourable location of the proposed project at Tinkune area of Central Kathmandu. Moreover, 

the increase in population density in Kathmandu valley and the higher concern for healthcare among people, along with 

the expansion of medical insurance coverage are expected to aid the demand for healthcare services, which remains a 

positive to KIH’s long-term revenue prospects.  

 

Over the near term, the company’s ability to complete the project within the budgeted cost and targeted timeline would 

remain critical. This along with the ability to generate adequate revenues in initial years of operations and hence maintain 

comfortable debt coverage indicators would remain the key rating sensitivity. 
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Key rating drivers  
 

Credit strengths 
Experienced promoters – The major promoters of the company are affiliated with CMC, which is a medical college and 

teaching hospital operating since 2007. The sizeable patient inflow at CMC (~0.3 million per annum) could augur well for 

referral patient generation possibilities for KIH. Additionally, ICRA Nepal positively factors in the satisfactory standalone 

financial profile of CMC, which would be extending corporate guarantee for KIH’s line of credit. As of now, Dr. 

Harishchandra Neupane and his family members hold ~74% stake (directly and indirectly) in KIH and ~62% stake in CMC. 

Dr. Neupane and few other promoters are also superspecialist doctors in their respective faculties, which remains a 

positive for KIH’s offtake risk in the new geography. The assigned ratings also factor in the expectation of timely funding 

support from promoters to KIH, during the construction and stabilisation phase. 

 

Positive industry outlook and locational advantage – Factors such as better affordability by virtue of increasing per 

capita income of the domestic population and expanding medical insurance coverage and the growing awareness for 

healthcare, technological improvements in early diagnosis and treatment, and higher incidence of lifestyle diseases 

support the industry’s prospects. Further, limited availability of advanced healthcare services outside Kathmandu, the 

capital city, leads to sizeable referral patient base from these regions to hospitals like KIH.  

 

The proposed project would be constructed at Tinkune, which is conveniently accessible from most areas in the 

Kathmandu City. This along with the management’s plan to obtain Joint Commission International (JCI) accreditation is 

likely to aid in patient flow.  

 

Credit challenges  
High project execution risks – The proposed project was in its preliminary stages till mid-April 2021, with ongoing land 

acquisition and planning/designing processes. As against the estimated project cost of ~NPR 5,557 million, NPR 200 

million has been incurred towards advances for purchase of land, while the target is to complete the project by mid-July 

2024. Since the project is in nascent stages, the execution risks remain high and the company’s ability to complete the 

project within estimated cost and timeline would remain crucial. Any unexpected timeline delays would also impact the 

cost, ultimately impacting the project’s financial profile.  

 

High capital cost – The project’s capex per operating bed (~NPR 19 million) remains higher than peers, mainly because 

of the relatively higher cost of land acquisition (~NPR 7 million per bed). While the project location is an advantage, the 

ability of the management to generate adequate patient flow remains to be seen. The project is planned to be developed 

at a debt-to-equity ratio of 75:25 and the debt component has been agreed with consortium of banks. The approval from 

the central bank for interest capitalisation is also to be sought (interest during construction period of NPR 771 million 

factored within the project cost) and received. In case of unexpected outcomes, funding risks would increase at current 

cost estimates. The company would also need to timely close any further funding gaps in case of cost overrun.  

 

Intense competition could pressurise project’s cash flows and coverage indicators in initial years of operations – In 

recent years, the healthcare services industry in Kathmandu Valley has grown highly competitive with multiple large and 

established multi-speciality hospitals such as Norvic, Grande, Star Hospital, Vayodha, and Nepal Mediciti. The company 

would be facing high competition from these established players and hence its ability to penetrate the market would be 

driving its cash flows. Given the high debt-funded capex, the company’s debt service indicators could remain under stress 

in the initial years in case the revenues and margins are lower than anticipated. Typically, large scale multi-speciality 

hospitals have faced challenges in maintaining a comfortable financial profile, mainly on account of weaker revenues in 

initial years coupled with the high debt burden. Similarly, KIH’s debt service indicators are also expected to remain weak 

in first few years, despite the ballooning repayment structure, and might necessitate promoter support. 

 

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

Links to applicable criteria:    
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Corporate Credit Rating Methodology  

 

About the company   
Incorporated in February 2021, Kathmandu International Hospital Pvt. Ltd. is a proposed multi-specialty hospital in 

Tinkune, Kathmandu. The project is in its nascent stages so far with the construction targeted to commence from mid-

July 2021 and completed by mid-July 2024. The company is promoted by experienced individuals from the medical sector 

and most of the promoters are affiliated with Chitwan Medical College Pvt. Ltd., Bharatpur, Chitwan, which has an 

operational track record of ~14 years. The proposed multi-specialty hospital would have a capacity of 300 beds, with the 

operations targeted to be started from 100 beds in the first year and thereafter adding 100 more beds in next two years. 

 

Annexure-1: Instrument details  
Instrument  Limit (NPR in Million)  Ratings  

Short term loans  

[ICRANP] A4 assigned 

Non-fund based- Letter of Credit (within Term Loan) (1,600) 

Non-fund based – Bank Guarantee  25 

Total short term, non-fund based (A) 25 

Fund-based loans - Working Capital loan 50 

Fund-based loans - Bridge gap loan (within Term Loan) (1,600) 

Total short term, fund based (B) 50 

   

Long term, fund-based Term loan (C) 4,167 [ICRANP] LB assigned 

   

 Grand total (A+B+C)  4,242  
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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.  
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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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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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