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Chhaya Devi Complex Private Limited: Ratings reaffirmed, removed from 

Watch with Negative Implications 

December 6, 2022 

Summary of rating action: 

Instrument* (Amount in Million) 
Previous Rated 

Amount 
Current Rated 

Amount 
Rating Action 

Fund based - Long-term loans 
2,000.00 2,000.00 

[ICRANP] LBB-; reaffirmed, removed from 

Watch with Negative Implications 

Fund based - Short-term loans 
50.00 50.00 

[ICRANP] A4; reaffirmed, removed from 

Watch with Negative Implications 

Total   2,050.00 2,050.00  
*Instrument details are provided in Annexure-1 
 

Rating action   
ICRA Nepal has reaffirmed the long-term rating of [ICRANP] LBB- (pronounced ICRA NP L double B minus) to the long-

term limits of Chhaya Devi Complex Private Limited (CDCPL or the company) and also reaffirmed the company’s short-

term rating of [ICRANP] A4 (pronounced ICRA NP A four). The ratings have also been removed from Watch with Negative 

Implications. 
 

Rationale  

The removal of rating Watch with Negative Implications mainly factors in the rebound in the company’s operational 
profile during FY2022, after being impacted adversely after the onset of the pandemic in FY2020 (the company’s first 
year of operations). ICRA Nepal also takes note of the strengthened capital base of the company with further equity 
injection of NPR 500 million and recognition of revenue from outright sale of retail shop spaces during FY2021-FY2022.   
 
The ratings continue to factor in the strong promoter profile and the strategic location of the company, and also draw 
comfort from its relatively diversified sources of income- via lease rentals. The resumption of normal rentals receipt from 
the tenants in the retail/commercial space within the complex (following discounted rates during the pandemic era) has 
also supported the company’s cashflows.  The long-term agreement with the Starwood Group for using the brand name, 
Aloft, and the agreement with an experienced third party (Nidra Hospitality Private Limited, India) for the management 
of the hotel’s operations continues to provide comfort and offset the limited experience of the promoters in the high-
end hotel industry. Additionally, ICRA Nepal also takes consideration of the initiatives brought about by the Government 
of Nepal (GoN) to support the tourism industry including classification of loans towards hospitality segment as priority 
sector loan. 
 
However, the ratings continue to remain constrained by CDCPL’s high debt burden which remain largely unchanged, 
despite the comfort from a strengthened capital base (net worth). As the debt levels of the company are high vis-à-vis 
the scale of operations of CDCPL, any untoward changes in the operating environment of the company may render the 
operating profits inadequate for its debt servicing, necessitating further promoters support. Although the liquidity and 
coverage indicators of the company have improved in FY2022, the mounting competition from existing and new hotel 
properties in the vicinity combined with the early stages of business operations and limited track record of CDCPL remain 
as a rating concern. 
 
Going forward, the ability of CDCPL to maintain sufficient levels of occupancy and cashflows from business operations 
would be the key monitorable. 
 

Key rating drivers  

Credit strengths 
Strategic location, brand recognition of Aloft and expertise of the hotel operator – The property is in the Thamel area 
of Central Kathmandu, which is a major tourist destination in the city. The area is also close to major landmarks in the 
capital like the royal palace, offices of diplomatic missions and other high-end hotels. In addition to the central location, 
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the complex has adequate parking provision. All these factors augur well for the future economic prospects of the retail 
complex as well as the hotel project. 
 

The long-term agreement with Starwood Asia Pacific Hotels and Resorts P. Ltd. (Starwood)1 for the use of the brand 

name, Aloft, provides the property with brand recognition and access to Starwood’s global reservation systems. This is 

expected to boost the long-term prospects of the hotel. Moreover, the contract for the hotel’s operations has been 

awarded to a third-party operator with experience in managing Starwood branded hotels, mitigating the risk arising from 

the limited hotel experience of the major promoter group.  

 

Income from shop/rental spaces and financial strength of promoters– As of mid-July 2022, CDCPL continued to retain 

~28% (by area) of the total retail/commercial space, which has been leased out for rental revenues. CDCPL have entered 

into firm long-term agreements for a major portion of these areas while occupancies for the other spaces remains 

supported by the central location of the property. The rental revenues help create a sturdy support for CDCPLs cashflows. 

Additionally, the capital base (net worth) remains benefitted from the sales recognition of net proceeds from outright 

shop spaces sales during the last two financial years (FY2021 and FY2022). 

 

Moreover, given the financial strength of the major promoters, including Mr. Prithvi Bahadur Pande (Chairman and major 

shareholder of Nepal Investment Bank Limited2), the ability of the promoters to infuse additional funds remains good. 

During FY2021 and FY2022, the promoters have injected an additional equity of NPR 500 million into the company.  

 

Credit challenges 
High debt burden vis-à-vis the operational scale stretching liquidity– The total debt to OPBDITA of CDCPL is at ~10 times 

for FY2022. Occupancy for FY2022 for CDCPL was at 52% and RevPAR for the company was ~NPR 3,400 (vs. occupancy 

of ~16% and RevPAR of ~NPR 950 during FY2021). Although some improvement in the operations scale is anticipated 

with the ebbing impact of the pandemic, the total debt burden on the company vis-à-vis its operational scale remains 

high, which is likely to stretch the company’s debt servicing ability over the near to medium term given the prevailing 

high-interest rate regime. The interest coverage ratio for FY2022 was at 1.1 times (DSCR was ~3 times for FY2022, largely 

contributed by recognition of sales income of retail spaces). Similarly, the principal repayments for CDCPL are based on 

ballooning instalments with larger repayment obligations towards the tail end, which is likely to supress the profitability 

and stretch CDCPL’s liquidity in the long-run, unless the hotel is able to scale up its revenues. 

 

Limited track record of business operations– FY2020 was CDCPL’s first year of operation and starting the same year the 

entire hospitality sector became adversely impacted by the pandemic. The impact of the pandemic lasted throughout 

the entire of FY2021 and early FY2022. CDCPL’s performance for FY2022 was a marked improvement over FY2021, which 

remains a positive. However, the business is yet to stabilize and achieve optimum operational parameters. Since FY2022 

has been the only year with positive operational profits following the commencement of operations for CDCPL, its’ 

performance remains largely untested and unproven. 

 

Limited geographical/segment diversification and growing competitive intensity – Hotel Aloft Kathmandu is a single 

property hotel in Thamel, Kathmandu and is exposed to geographical concentration risk. Owing to its location, the hotel’s 

room rentals are governed primarily by the arrival of foreign / high-end tourists . Further, Kathmandu has around 10 five-

star hotels and many other hotels across other star categories. The number of hotels under construction is also increasing 

in Kathmandu. Therefore, the competitive intensity among industry players is on an ever-rising trend. Older and 

established hotels in the region with lower debt burden could exert pricing pressure on CDCPL, which could further affect 

its financial profile. 

 

 
1 A subsidiary of Marriott International; prior to merger with Marriott, Starwood was an American hotel and leisure company based 
in Stamford, Connecticut 
2 Rated A&; placed on watch with developing implications for issuer rating by ICRA Nepal 
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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  

 

Links to previous detailed rating rationale: 

Rationale Chhaya Devi Complex P Limited-May 2021 

 

About the company   
Incorporated in January 2008, Chhaya Devi Complex Private Limited (CDCPL) is a special purpose vehicle (SPV) created 

for the construction of a commercial complex with an embedded hotel. It owns and operates a 167-keys five-star hotel 

integrated with a commercial retail mall.  

 

CDCPL has sold ~72% of the retail and commercial space within the complex and the resultant proceeds have been used 

as equity for the completion of the hotel. The remaining ~28% space (including cinema hall, food court, etc) is being 

managed by the developer to generate rental income. The hotel operates under the franchise of the global hotel brand, 

Aloft, as per the terms of the agreement with Starwood Asia Pacific Hotels and Resorts P. Ltd3. The developer has also 

entered into an agreement with Nidra Hospitality Private Limited, India, for the operation and management of the hotel.   

 

The major promoters of CDCPL include Mr. Prithvi Bahadur Pande, Mr. Nirmal Pradhan, Mr. Deepak Man Sherchan, Mr. 

Mijas Bhattachan, M/S Syakar Trading Concern, M/S Himalayan Infrastructure Fund and Mr. Maheshwor Prakash 

Shrestha. Mr. Shrestha4 is the Managing Director of the company. CDCPL officially commenced its hotel operations in 

August 2019, about seven months after the formal inauguration of the operations of the commercial complex. 

 

Key financial indicators of CDCPL 
 FY2020 FY2021  FY2022 

 Audited 

Operating income (OI; NPR million) 294.0 174.9 593.5 

OPBITDA/OI (%)   -12.6% -1.9% 41.0% 

Total debt/Tangible net worth (TNW; times)  3.4 2.1 2.0 

Total outside liabilities/TNW (times) 7.2 2.5 2.5 

Total debt/OPBITDA (times)  -38.8 -718.4 9.5 

Interest coverage (times)  -0.2 0.0 1.1 

DSCR (times) -1.2 14.4 3.0 

Net working capital/OI (%) 46.2% 112% 44% 
    Source: Company data 

 

  

 
3 Agreement dated September 11, 2014 
4 Mr. Shrestha is an alternate director in ICRA Nepal, representing Himalayan Infrastructure Fund Limited 

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/2021/06/177.-Rationale_Chhaya-Devi-Complex-P.-Ltd_May-2021.pdf
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Annexure-1: Instrument details  
Instrument (Amount in NPR Million) Previous rated limits Current rated limits  Rating assigned 

Fund Based - Term Loans 2,000.00 2,000.00 

[ICRANP] LBB-; reaffirmed and 

removed from Watch with Negative 

Implications 

Fund Based- Short-term Loans 

(overdraft) 
50.00 50.00 

[ICRANP] A4; reaffirmed and 

removed from Watch with Negative 

Implications 

Total   2,050 2,050  

 

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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