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SHREE AIRLINES LIMITED 

December 2023 

 

Ratings 

Instrument/Facilities Amount (in Mn) Rating Rating Action 

Long Term Bank Facilities 2,551.72 IRN BB Assigned 

Short Term Bank Facilities 1,303.88 IRN A4 Assigned 

Total 3,855.60   

Details of facilities are in Annexure 1 below 

 

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has assigned the long term rating of IRN BB 

(Double B) to the long term bank facilities of NPR 2,551.72 Mn and the short term rating of IRN A4 (A Four) 

to the short term bank facilities of NPR 1,303.88 Mn. 

 

Detailed Rationale 

The rating of Shree Airlines Limited (SAL) derives strength from its stable market positioning supported by 

experienced and resourceful promoters along with proficient management team, leading to a long operational 

track record of more than two decades. Further SAL’s established presence in rotor wing sector and later 

diffusion into fixed wing sector has led to a diversified revenue profile with escalated occupancy, improved 

revenue and stable margins. However, a moderate financial profile, high dependency on top routes and ATF 

(Aviation Turbine Fuel) price fluctuations amidst intense competition, cyclicality and seasonality in aviation 

sector & regulatory risk exposure partially offsets these strengths. Going forward, the company's ability to 

scale up its operations, supported by the addition of new fleets thereby increasing scheduled flights, efficient 

cost management to enhance profitability, and the rationalization of debt through efficient working capital 

management, will remain key rating sensitivities. 

 

Detailed Description of Key Rating Drivers 

 

Key Rating Strengths 

 

Stable market positioning 

Starting May 2017, with the introduction of a fleet Bombardier CRJ aircraft, SAL expanded its aviation 

offerings to include passenger services in Nepal. Despite having a relatively brief operational history in the 

fixed-wing segment, SAL has consistently positioned itself as the third-largest player, boasting significant 

fleet capabilities and maintaining a market share of ~16% in CY22 concerning domestic passenger traffic. 

This market share has remained steady at ~15-16% right from its inception. CY2022 marked a peak season 

for airlines, with domestic carriers experiencing record-breaking passenger numbers. This factor also played 

a role in contributing to SAL's passenger growth by 33% in CY2022 compared to CY2021. SAL’s significant 

market presence can be attributed to its strong performance on two key routes in Mid-Western & Far-Western 

Nepal, namely Nepalgunj & Dhangadi, owing to the characteristics and limitations of its Jet aircraft. However, 

with the addition of four turbo props aircraft (including two on lease), SAL anticipates expanding its flights 

operations to shorter routes such as Pokhara, Bharatpur etc. This is expected to enhance SAL’s market share 

as well as contribute to a more robust revenue profile, going forward. 

 

Established track record in rotor wing segment, complemented by a seasoned promoters/ management 

team  

SAL commenced its operation in 1999, initially focusing on helicopter charter services in the rotor wing 

segment. With a track record spanning over two decades, the company has established itself as a prominent 
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player in the Nepalese Airlines industry. SAL boasts a fleet of six MI-8 helicopters and two Airbuses. SAL 

holds the distinction of being the first Nepalese airline to be included in the list of approved vendors by the 

United Nations and the World Food Program. Mr. Sudhir Mittal, the Executive Chairman, leads SAL with 

over 13 years of experience in the aviation sector. Further, SAL is supported by an adept management team 

with extensive experience in the aviation industry. 

 

Diversified revenue profile and improving occupancy 

SAL operates in both the rotor wing and fixed wing segments, managing a diverse fleet of 16 aircrafts and 

thereby contributing to a varied revenue profile. The revenue generated from the rotor segment has 

consistently remained lower in comparison to the fixed wing segment. As of mid-July 2023 (provisional), 

~11% of the revenue is attributed to the rotor segment, while the remaining ~89% comes from the fixed wing 

segment. This however, shows an improvement compared to FY22, where the rotor and fixed segments had a 

ratio of 7:92. Despite the lower revenue composition in the rotor wing segment, a significant portion of it is 

billed in US Dollar currency, providing support to the overall revenue profile. Similarly, SAL’s passenger 

load factor (PLF) demonstrated stability over the last two years ended FY22, maintaining an average of ~94%. 

However, in FY23, there was a notable decline to ~72%, aligning with an industry wide trend where the 

aviation turbine fuel (ATF) surged, impacting PLF. Nonetheless, in the recent quarter of 4MFY24, the PLF 

has rebounded to above 90%, propelled by a slight adjustment in ATF prices, thereby improving demand. 

 

Improvement in revenue and fairly stable margins 

Despite pandemic-related operational disturbances and restrictions, SAL managed to report robust sales 

growth, achieving a compounded annual growth rate (CAGR) of ~20% over the last five years ending FY23. 

The year-on-year growth rate for FY23 was also recorded at around 20%, to NPR 4,141 Mn from NPR 3,459 

in FY22. This steady improvement in sales revenue post-COVID was primarily attributed to the addition of 

Bombardier turbo props for shorter destination routes, effectively meeting the increased demand. Furthermore, 

the EBITDA margins have remained relatively stable, ranging between ~20% to 24% over the last five years, 

with a temporary dip during the COVID period. Despite the impact on margins and sales during this period, 

the company's performance remains comfortable and improving. Moving forward, the company's ability to 

navigate increased fuel costs and pass on to customers, especially amid competition, will be crucial. 

 

Key Rating Weaknesses 

 

Moderate financial profile 

SAL maintains a moderate financial profile accompanied by a leveraged capital structure, reflected in an 

overall gearing ratio of ~5.67x and a total debt to EBITDA ratio of ~6.73x as of mid-July 2023. While the 

gearing level has seen improvement compared to FY22, owing to enhanced reserves and a reduction in term 

debt due to loan repayments, it still remains relatively high. However, the conversion of preference share 

capital and share application money into equity share capital has provided some comfort on the financial front. 

In addition to this, although SAL does not carry any US dollar-based bank loan obligation, there arises a lease 

liability on a US dollar ($ 110,000 per month) starting from FY23, stemming from the addition of two leased 

turbo props. This however is expected to be offset through US-based revenue generated from the rotor 

segment. Nevertheless, it remains a challenge given the lower composition of rotor-based revenue. 

 

High dependence on top two routes  

During the FY22, SAL recorded a revenue of NPR 3,110 Mn across 18 operational routes. In the subsequent 

FY23, the total revenue increased to NPR 3,610 Mn. Notably, the top two routes (Kathmandu-Nepalgunj-

Kathmandu and Kathmandu-Dhangadi-Kathmandu) accounted for 57% of the total revenue and 47% of total 

passengers in FY22. This contribution increased to 60% in revenue and 54% in passenger in FY23, indicating 

a concentration of revenue in these two major routes of SAL. Further in 4MFY24 the market share of SAL 

has slightly remained better maintaining the top two route's share at 65% of total revenue and 59% of total 
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passengers. Despite this increment in terms of market share, the total revenue in fixed wing segment has 

slightly declined by 5% (annualized) in 4MFY24 to ~NPR 1,140 Mn, amidst competition.  
 

Susceptibility to risks inherent in the aviation industry 

For SAL, aviation fuel expenses consist of 58% of total cost in FY22 which escalated to 64% in FY23, 

indicating susceptibility of its revenue to volatility in global crude prices. Players have limited ability to pass 

on price increase to passengers because of intense competition and likely adverse impact on passenger’s load 

factor. Nonetheless, the fuel price has settled off as of now and the margins are expected to improve given the 

decline in fuel price, as indicated by a positive adjustment and effective management of fuel costs in relation 

to revenue which was supported by international decline of ATF prices. Continued vigilance in managing fuel 

expenses will be essential for Shree Airlines to enhance profitability and maintain financial resilience in the 

dynamic aviation sector. Similarly, operations are vulnerable to foreign exchange fluctuations as lease rentals 

and maintenance cost, are denominated in USD and the ability to pass on such operating cost will remain 

constrained on account of the competitive intensity in the sector. 

 

Exposure to regulatory risk and intense competition within the aviation industry 

Aviation industry is regulated by Civil Aviation Authority of Nepal (CAAN), which has published “Air Fare 

Monitoring Nirdeshika, 2073”, a guideline for airline companies for air fare charges and provides upper & 

lower limit for each route within which airline companies could fix their air fare. Further with existing nine 

airlines companies in fixed-wing sector and twelve in rotary wing sector, the competition remains intense for 

SAL. Going forward SAL’s ability to capture a higher market share through addition of fleets & potential 

routes, increased number of flights in existing routes with higher margins at comparatively reasonable price 

will remain crucial. 

 

Analytical Approach: Standalone 

 

Applicable Criteria:  

Corporate Credit Rating Methodology 

 

About the Company: 

Incorporated in 1999 as Air Ananya and later renamed Shree Airlines Private Limited, the company has now 

converted to a public limited company in July 2023. SAL is a domestic airline company based in Kathmandu, 

operating 18 domestic trunk routes, as well as providing helicopter charter services. The airline currently 

operates with a fleet of eight Bombardier aircraft, consisting of four jets and four turbo props (including two 

turbo props on lease) in the fixed-wing segment. Additionally, the rotor segment comprises six MI-8 

helicopters and two Airbuses. Mr. Sudhir Mittal is the major stakeholder, holding a 99.89% stake in SAL. 

 

Financial Indicators (Standalone)  

For the year ended* As on 
FY21 FY22 FY23 

Audited Audited Unaudited 

Total Operating Income (in NPR Mn.) 1,383 3,459 4,141 

EBITDA Margin (%) 27.41 21.33 18.92 

Interest Coverage Ratio (x) 1.14 2.03 1.73 

Current Ratio (x) 0.34 0.48 0.45 

Overall Gearing Ratio (x) on Book TNW 5.18 6.59 5.67 

Earnings before Interest Tax Depreciation Amortization (EBITDA)  

*Classification as per Infomerics Nepal standards 
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Annexure:1 Detail of Facilities: 

Name of Facilities Type of Facilities Amount (In Mn.) Ratings 

Fund Based Bank Facilities- Term Loan  Long Term 2,551.72 IRN BB 

Fund Based Bank Facilities-Working Capital Loan Short Term 1,083.88 IRN A4 

Non Fund Based Bank Facilities-LC & BG1 Short Term 220.00 IRN A4 

Total Facilities  3,855.60  

 

Analyst Contacts 

 

Ms. Grishma Dhungana 

Tel No.+977-1-4583304/4585906 

grishma.dhungana@infomericsnepal.com 

 

Ms. Priyanka Giri 

Tel No.+977-1-4583304/4585906 

priyanka.giri@infomericsnepal.com 

 

Relationship Contact 

 

Mr. Rabin Pudasaini 

Tel No.+977-1-4583304/4585906 

rabin.pudasaini@infomericsnepal.com 

 

About Infomerics Credit Rating Nepal Limited: 

Infomerics Credit Rating Nepal Ltd. is Nepal’s third Credit Rating Agency licensed by the Securities Board 

of Nepal (SEBON) on March, 2022. Infomerics Nepal is a subsidiary of Infomerics Valuation and Rating 

Private Limited (Infomerics India) which is a SEBI registered and RBI accredited Credit Rating Agency 

licensed in 2015. Infomerics Nepal aims to provide investors with objective analysis and evaluation of credit 

worthiness of Banks, NBFCs, Large Corporates and Small and Medium Scale Units (SMUS) via its rating and 

grading services. Thus, it is playing a key role in serving the financial markets by reducing the information 

asymmetry among varied lenders and investors and facilitating borrowers/issuers to various fundraising 

opportunities/avenues. Infomerics observes and maintains ethical standards in its activities. For more 

information, visit https://infomericsnepal.com/ 
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Disclaimer: Ratings assigned by Infomerics Nepal are an opinion on the credit risk of the issue / issuer and not a 

recommendation to buy, hold or sell securities. Infomerics Nepal reserves the right to change, suspend or withdraw the 

credit ratings at any point in time. Ratings assigned by Infomerics Nepal are opinions on financial statements based on 

information provided by the management and information obtained from sources believed by it to be accurate and 

reliable. The credit quality ratings are not recommendations to sanction, renew, disburse or recall the concerned bank 

facilities or to buy, sell or hold any security. We, however, do not guarantee the accuracy, adequacy or completeness of 

any information, which we accepted and presumed to be free from misstatement, whether due to error or fraud. We are 

not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities 

whose bank facilities/instruments are rated by us have paid a credit rating fee, based on the amount and type of bank 

                                                 
1 Letter of credit & Bank Guarantee 
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facilities/instruments. In case of partnership/proprietary concerns/Association of Persons (AOPs), the rating assigned 

by Infomerics Nepal is based on the capital deployed by the partners/proprietor/ AOPs and the financial strength of the 

firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans brought in by 

the partners/proprietor/ AOPs in addition to the financial performance and other relevant factors. 
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