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Summit Hotel Private Limited: Ratings reaffirmed and removed from 

‘Issuer Not Cooperating’ category 

March 4, 2024 

Summary of rating action 
Instrument* (Amount in 

NPR Million) 
Last Rated 

Amount 
Current Rated 

Amount 
Rating Action 

Long Term Limits (with 
embedded bridge gap loans) 

3,000 700 
[ICRANP] LB+/A4; reaffirmed and removed from 
‘Issuer Not Cooperating’ category 

Total 3,000 700  

*Instrument details are provided in Annexure-1 
 

 

Rating action   
ICRA Nepal has reaffirmed the long-term rating of [ICRANP] LB+ (pronounced ICRA NP L B plus) and the short-term rating 

of [ICRANP] A4 (pronounced ICRA NP A four) to the bank loan limits of Summit Hotel Private Limited (Summit or the 

company). The ratings have also been removed from ‘Issuer not cooperating’ category. 

 

Rationale 
The ratings remain constrained by the delayed pace of development and existence of funding gap which creates concern 

regarding timely project execution/completion. The project is yet to achieve financial closure as the debt component 

remains to be fully tied up.  Given the early stage of project development, it remains susceptible to cost overruns.  The 

project comprises of apartment segments which is to be sold outright to generate proceeds for the construction of hotel 

under the company. Although the bookings for the apartment segment remains healthy and the advance collection 

timely so far (~20%1 of project funds proposed to be raised through apartment sales has been collected till December 

2023), the ability of the company to timely raise the remaining amount will determine the funding gap and will have an 

impact on overall project’s progress.  Additionally, the timely commissioning and stabilization risk associated with the 

hotel component under the project also remains a rating concern, given the intensifying competition in the hotel industry 

as more and more properties are being established within Kathmandu valley. 

 

Nonetheless, the ratings take comfort in the favorable location of the project in the upscale area of Lalitpur district in 

Kathmandu valley. The management’s plans to subsidize the construction cost for the hotel complex through outright 

sale of the apartment units is likely to lower the debt burden on the hotel’s cashflows and improve the financial metrices 

of the hotel (and therefore the company). The healthy booking received for the apartment units remains a positive. The 

strong reputation, financial strength, and established track record of the company’s promoter group in the hospitality 

sector provide additional comfort. Also, the Government of Nepal’s (GoN’s) initiatives to support and boost the demand 

prospects of the tourism industry in the country support the rating action. 

 

As quasi equity raised through apartment sales is expected to cover a significant portion of the estimated project cost of 

~NPR 7 billion, the bookings and subsequent collections against the bookings will remain a key rating sensitivity. The 

ability of the company to keep up with the estimated project timeline and budget will also remain a key monitorable.  

 

Key rating drivers  
 

Credit strengths 
Strategic location of the project - The hotel is at a centrally located property at Kupondole Height in the Lalitpur district 

of the Kathmandu valley region. The upscale location in the capital region of the country augurs well for the demand 

prospect of the overall property: residential apartments as well as the hotel.  

 

 
1 which corresponds to ~16% of the management estimated sales proceeds of the total inventory of apartments.  
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Strong promoter profile – R & R Heritage private limited (a joint venture between Chaudhary Group and IJ Group2) owns 
~60% stake in Summit, while the remaining 40% is owned by Zayn Infra and Builders Private Limited (unit under 
Implementing Experts Group). The presence of reputed and resourceful promoters is expected to cushion the funding 
risk until business stabilization as well as support offtake of the project upon commissioning.   
 
Apartment sales to subsidise construction cost for hotel and improve its financial metrices - The 
promoters/management of the hotel has started the overhaul of the previously existing 73-key property which will be 
replaced by a modern hotel complex comprising one hotel tower with 135 keys and two residential apartment towers. 
The apartment units in both the towers are proposed to be sold outright to generate proceeds for the project 
commissioning. This is expected to subsidize the cost for hotel construction, lower the debt burden on the hotel 
cashflows and improve the overall financial metrices of the company over the long term. Out of the total apartment 
space, ~54% remains booked as of December 2023, which remains good considering the early stages of construction.  
 

Credit challenges 
High execution and funding risks associated with project development - The project execution risk remains high as the 

construction is running behind the earlier estimated schedule on account of unanticipated issues at the site. Further, the 

project debt remains to be fully tied up (NPR 700 million out of the expected debt funding requirement of NPR 3,000 has 

been tied up).  As the company expects the initial funding requirement for apartment construction to be met from 

apartment bookings, timely receipt of the same will remain a key driver for the construction progress. Slow bookings 

and/or collection against bookings is likely to necessitate early utilization of borrowings vis-à-vis management estimate.  

 

Timely collection against booked apartments – As per the management estimate, the sales proceeds from the 

apartment units is expected to meet ~50% of the overall project cost (apartments and hotel). So far, the company has 

achieved apartment booking for ~54% of the sellable area and has collected ~16% of the total estimated sales proceeds 

(as of December 2023). The collection till December 2023 corresponds to ~80% of amount called from the customers, 

which shows a healthy collection performance. Nonetheless, the ability of the company to generate additional bookings 

and maintain healthy collections against future billings will remain critical for the project liquidity and construction 

progress. The high sales price of the individual apartments, relatively tighter lending policies of the banks towards high 

value real estate and current slowdown in construction sector/real estate transactions could have a bearing on the 

incremental apartment bookings and realization against the bookings.  

 

High competitive intensity – Summit is likely to face competition from other apartment developers and real estate 

players in Kathmandu region which could affect the future bookings/realizations. Moreover, the hotel project under the 

company is also expected to face stiff competition from multiple players in Kathmandu region, which could accentuate 

the stabilization risk, once operational.  

 

Link to previous rating rationale:    

Summit Hotel P Limited- Rationale-August 2023 

 

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  

 

  

 
2 The IJ Group is a business conglomerate with presence in sectors like manufacturing, hospitality, banking and insurance among 
others. Notable business ventures with group’s investment are Soaltee Hotel Limited, Unilever Nepal Limited, Himalayan Bank Limited, 
etc. 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2023/08/A.375-Summit-Hotel-Private-Limited-August-2023.pdf
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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About the company   
Summit Hotel Private Limited (Summit) is an SPV set up in January 1979 to own and operate a 73-key 4-star hotel located 

at Kupondole Height, Lalitpur. Currently, the company has started a complete overhaul of the hotel premise by 

dismantling the old building to construct a new hotel complex comprising a hotel building and two residential apartment 

towers (comprising of 144 units in total). The apartment units in the towers will be sold outright to generate proceeds 

for the construction of the hotel complex. The new hotel is estimated to consist of 135 keys.  

The company is owned in the ratio of 60:40 by R & R Heritage Private Limited (a joint venture between Chaudhary and IJ 

group) and Zayn Infra and Builders Private Limited (Implementing Experts Group) respectively.   

 

Annexure-1: Instrument Details  
Instrument (Amount in NPR Million) Last Rated 

Amount 
Current Rated 

Amount 
Rating Action 

Long-term Limits   [ICRANP] L B+/A4; reaffirmed and 
remove from ‘Issuer Not 

Cooperating’ category 
Project Term Loan (with embedded bridge 
gap loan limit) 

3,000 700 

Total (A+B) 3,000 700  

 

 

Analyst Contacts:   
Mr. Sailesh Subedi, (Tel No. +977-1-4519910/20) 
sailesh@icranepal.com    
  

Ms. Neha Baral, (Tel No. +977-1-4519910/20) 
neha@icranepal.com    
 

Relationship Contacts:   
Ms. Barsha Shrestha, (Tel No. +977-1-4519910/20) 
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 4519910/20 

Email: info@icranepal.com 

Web: www.icranepal.com 

 

All Rights Reserved.  
Contents may be used freely with due acknowledgement to ICRA Nepal.  
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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 
 

 

http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/

