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ECONOMIC AND FINANCIAL ANALYSIS 
 

A. Introduction 
 
1. Project rationale. Nepal is a landlocked country with tremendous geographic diversity. 
Civil aviation thus plays a crucial role in transport, trade, and tourism by connecting the country 
internationally and domestically. In particular, Nepal’s travel and tourism industry, which 
accounted for 7.8% of the country’s gross domestic product (GDP) in fiscal year (FY) 2018, 
depends on the performance of the civil aviation sector because more than 80% of international 
tourists arrive in Nepal by air. However, capacity constraints in the country’s sole international 
airport, Tribhuvan International Airport (TIA) in Kathmandu, make it challenging to meet existing 
demand and attract new visitors. 
 
2. TIA exceeded its airside and landside capacities in 2019 prior to the impact of coronavirus 
disease (COVID-19). TIA handled 7,327,042 passengers (4,138,563 international and 
3,188,479 domestic) in 124,255 aircraft movements (91,816 international and 32,439 domestic). 
This demand exceeded the calculated capacity threshold for TIA’s airside facilities by about 
2,700 aircraft movements and for its landside facilities by about 4 million passengers. When 
considering the growth of about 8% for air travel (pre-COVID-19), the capacity constraint issue is 
likely to worsen in the medium term. The Civil Aviation Authority of Nepal (CAAN) has already 
made efforts to enhance TIA capacity while preparing the start of international operations at 
Gautam Buddha Airport (GBA) in 2022 and at Pokhara Airport in 2023. Upgrading GBA to an 
international airport will be beneficial for the tourism industry as it is located close to the Lumbini 
World Heritage Site. 
 
3. Project scope. The proposed project aligns with tourism development in Nepal and will 
improve the safety and efficiency of air travel, in addition to ground capacity. 1 The project is also 
aligned with (i) the objectives of the South Asia Subregional Economic Cooperation program and 
(ii) ADB’s operational priorities stipulated in Strategy 2030. 2 The project is also listed in ADB’s 
country operations business plan for Nepal, 2019–2021.3 The project includes three outputs: 
(i) TIA airside facilities completed in accordance with the TIA master plan, (ii) international 
terminal building (ITB) at GBA constructed, and (iii) design of the next phase of the TIA works 
completed. The first output targets to improve TIA’s airside capacity while improving the safety 
and efficiency of operations. The second output aims to increase the landside capacity at GBA to 
facilitate international traffic expected from 2022 onwards. The third output entails the design of 
a new ITB. This economic and financial analysis covers outputs 1 and 2. 
 

B. Demand Analysis 
 
4. Evaluation scenarios. The air traffic, in terms of passenger and aircraft movements, was 
estimated for the base year 2020 and forecast over a 20-year evaluation period for both TIA and 
GBA under with- and without-project scenarios (Table 1); both scenarios consider the future 
international operations at GBA and Pokhara Airport. In the without-project scenario, however, 
GBA’s landside capacity would be constrained as the building being constructed would have to 
be shared between international and domestic passengers. The air traffic forecasts for the with- 
and without-project scenarios took the impact of COVID-19 into account by incorporating an 

 
1 Government of Nepal; Ministry of Culture, Tourism and Civil Aviation. 2016. National Tourism Strategic Plan, 2016–

2025. Kathmandu. 
2 ADB. 2016. South Asia Subregional Economic Cooperation Operational Plan, 2016–2025. Manila; ADB. 2018. 

Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. Manila. 
3 ADB. 2018. Country Operations Business Plan: Nepal, 2019–2021. Manila. 

http://www.adb.org/Documents/RRPs/?id=38349-031-3
http://www.adb.org/Documents/RRPs/?id=38349-031-3
https://www.adb.org/sites/default/files/institutional-document/193351/sasec-operational-plan2016-2025.pdf
https://www.adb.org/sites/default/files/institutional-document/435391/strategy-2030-main-document.pdf
https://www.adb.org/sites/default/files/institutional-document/448321/02-cobp-2019-2021-final-circulation.pdf
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estimated decrease in potential air traffic to Nepal and applying a recovery time of 5 years for 
international passenger traffic and 3 years for domestic passenger traffic, as recommended by 
ICF, a global consulting services company.4 
 
5. Demand forecasting for Tribhuvan International Airport. Domestic and international 
passenger traffic forecasts for TIA under the without-project scenario were established for the 
base year and the evaluation period by using mathematical formulas derived relating historical 
passenger traffic with appropriate socioeconomic parameters. The formula for domestic 
passenger traffic was derived by correlating historical trends with variables including population, 
GDP, household purchasing power, and labor population in a regression analysis. The formula 
for international traffic was derived by adopting a similar approach with GDP. When obtaining the 
traffic forecasts from the above formulas, socioeconomic data and the COVID-19 impact were 
factored in. Traffic forecasts were further adjusted to account for likely diversions to Pokhara 
Airport where international operations are scheduled to commence in 2023, to reach to the final 
passenger traffic forecast under the without-project scenario. The passenger traffic forecast under 
the with-project scenario was estimated by adjusting the traffic forecast under the without-project 
scenario to account for likely diversions to GBA. 
 
6. The aircraft movements for TIA under the with- and without-project scenarios were 
estimated as the number of movements required to cater to the estimated passenger traffic. In 
this forecasting, it is assumed that the payload would gradually increase from 35 to 65 passengers 
for domestic aircrafts and 135 to 150 passengers for international aircrafts during the 20-year 
evaluation period. However, this forecast passenger and aircraft traffic under the without-project 
scenario was found to be constrained by the airside capacity threshold value of 123,500 aircraft 
movements per annum by 2025. The growth of aircraft movements would therefore be static after 
2025 under the same scenario while the growth of passenger traffic would show marginal growth 
of 0.7% per annum for international passengers and 3.0% for domestic passengers. However, 
such capacity constraints were not found in the with-project scenario, as the corresponding airside 
demand is not expected to exceed its capacity threshold of 200,000 aircraft movements per 
annum during the evaluation period. 
 
7. Demand forecasting for Gautam Buddha Airport. The domestic passenger traffic for 
GBA under the without-project scenario was forecast following the same approach adopted for 
TIA (paras. 6–7). The international passenger traffic under the with-project scenario was 
estimated by adding up the following trip components: (i) 50% diversion of tourists currently 
traveling to Lumbini by land transport modes, (ii) 15% diversion of tourists currently traveling to 
Lumbini on domestic flights, (iii) 10% of (i) and (ii) generated because of the opening of new direct 
international operations of GBA, and (iv) 50% diversion of migrant workers in the Terai who 
currently use TIA to migrate or emigrate. These components were summed up to 
520,000 international passengers for 2018 based on 165,818 land transport users, 
195,772 domestic flight users, and 546,000 migrant workers. This amount was estimated to be 
12% of international passenger traffic for TIA, thus the forecast assumes the same share would 
be maintained over the 20-year evaluation period. The international traffic that would commence 
in 2022 under the without-project scenario was forecast as one-fourth of traffic under the with-
project scenario, providing a comparative assessment of the capacity of the building being 
constructed. However, both international and domestic traffic under this scenario would be 
constrained by the terminal capacity by 2026, resulting in marginal traffic growth for the rest of 
the evaluation period. The domestic passenger traffic forecast under the with-project scenario 
was established by deducting the number of tourists and migrant workers diverted from domestic 

 
4 ICF. 2020. COVID-19 Air Passenger Recovery Phases and Forecast. New York. 
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flights to international flights—under components (i) and (iv) earlier in this paragraph—from the 
domestic passenger traffic forecast under the with-project scenario described above. 
 
8. A similar approach adopted for TIA to forecast aircraft movements, based on payload 
assumptions, was used to determine the annual aircraft movements for GBA. 
 

Table 1: Demand Forecast for Tribhuvan International Airport and Gautam Buddha 
Airport under With- and Without-Project Scenarios 

(Number of arrivals and departures) 
Item 2020 2025 2030 2035 2040 

Tribhuvan International Airport 

A. With Project           
Passengers      

International  1,448,497   4,824,771   6,025,530   7,662,078   9,653,188  
Domestic  1,115,968   3,674,211   4,434,297   5,430,444   6,450,564  
Total  2,564,465   8,498,982   10,459,827   13,092,522   16,103,752  

Aircraft movements      
International  10,723  34,734   42,217   52,284   64,197  
Domestic  31,200   88,609   92,247   97,448   99,851  
Total  41,923   123,343   134,464   149,732   164,048  

B. Without Project      
Passengers      

International  1,448,497   4,824,771   4,998,581   5,157,953   5,333,076  
Domestic  1,115,968   3,674,211   4,259,418   4,937,833   5,724,302  
Total  2,564,465   8,498,982   9,247,999   10,095,786   11,057,378  

Aircraft movements      
International  10,723   34,734   34,734   34,734   34,734  
Domestic  31,200   88,609   88,609   88,609   88,609  
Total  41,923   123,343   123,343   123,343   123,343  

Gautham Buddha Airport 

A. With Project           
Passengers      

International  -     151,961   782,536   995,075   1,253,661  
Domestic  147,172   515,168   812,895   1,031,131   1,247,738  
Total  147,172   667,129   1,595,431   2,026,206   2,501,399  

Aircraft movements      
International  -     1,501   5,639   6,983   8,573  
Domestic  2,907   9,683   14,538   17,374   19,042  
Total  2,907   11,184   20,177   24,357   27,615  

B. Without Project      
Passengers      

International  -     151,961   177,464   201,960   229,838  
Domestic  147,172   515,168   570,642   597,317   625,238  
Total  147,172   667,129   748,106   799,277   855,076  

Aircraft movements      
International  -     1,501   1,279   1,417   1,572  
Domestic  2,907   9,683   10,411   10,897   11,407  
Total 2,907 11,184 11,690 12,314 12,979 

Source: Asian Development Bank estimates. 

 
C. Cost–Benefit Analysis 
 
9. Approach. The cost-benefit analysis follows ADB’s guidelines and estimates incremental 
net benefits under the with-project scenario compared to the without-project scenario over an 
evaluation period of 20 years. The estimated economic internal rate of return (EIRR), derived from 
the undiscounted incremental net benefit stream, was used to determine the project’s economic 
feasibility. The analysis was first conducted for the project outputs of TIA and GBA separately to 
test their independent feasibility before being aggregated to test the feasibility of the project.  
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10. Key assumptions. The analysis was undertaken using the domestic price numeraire 
presented in 2020 constant prices. Other key assumptions are summarized in Table 2. 
 

Table 2: Key Input Parameters 
Parameter Value 

Evaluation period (from construction commencement) 20 years 
Discount rate 9% 
Construction period 3 years for TIA, 4 years for GBA 
Construction commencement Q1 2021 for TIA, Q4 2021 for GBA  
Residual value at the end of project evaluation period 10% for TIA, 20% for GBA 

GBA = Gautam Buddha Airport, Q = quarter, TIA = Tribhuvan International Airport. 
Source: Asian Development Bank estimates. 

 
11. Project costs. The construction costs were based on engineer estimates provided by 
CAAN. These cost estimates include the costs of civil works; environmental impact mitigation; 
quality control; construction supervision; project management; physical and financial 
contingencies; and taxes and duties. Such estimated financial cost was converted to economic 
cost by (i) excluding financing charges and inflation, and taxes and duties; and (ii) applying the 
shadow exchange factor for tradable goods and shadow wage rate factors to labor costs, as 
stipulated in ADB guidelines.5 The applied shadow exchange rate factor in this analysis was 
1.088 whereas the shadow wage rate factors were 1.00 for skilled and semi-skilled workers and 
0.70 for unskilled labor.6 The estimated economic costs are $87,337,422 for the project outputs 
at TIA and $53,383,320 for those at GBA. The incremental operation and maintenance cost for 
TIA was estimated at 3% of its project costs while that for GBA was estimated at 2%. 
 
12. Project benefits. The with-project scenario for both TIA and GBA generates two common 
economic benefits: (i) increased aeronautical charges received from both additional passengers 
and aircrafts; and (ii) increased tourist spending, derived from the additional tourist arrivals. In 
addition, GBA generates benefits through non-aeronautical charges from commercial spaces in 
the ITB and vehicle parking. All benefits in this paragraph are incremental and non-tradable 
outside the domestic economy, thus demand prices were used in their economic valuation. 
 
13. Additional aeronautical charges. The proposed improvement will attract additional 
passengers as well as aircrafts to TIA and GBA. The charges imposed on these additional 
passengers and aircrafts will generate the economic benefits for the project. CAAN charges a 
total of $19.8 from each international departing passenger (which was converted to economic 
prices by deducting 10% for services provided) and $2.0 from each domestic departing passenger 
(which was converted to economic prices by deducting 50% for services provided, with an extra 
40% for willingness to pay). In addition, CAAN charges an average fee of $737.0 from each 
international aircraft for facilitating navigation, landing, and parking service. This charge was 
converted to economic prices by deducting 15% for the cost of services provided. 
 
14. Increased tourist spending. Additional tourist arrivals with the improvement of TIA and 
GBA will generate incremental benefits to the economy because of tourists spending on tourism-
related goods and services. Because of the impact of COVID-19, these additional arrivals will be 
delayed but will reach 1.0 million in 2025 and 1.8 million in 2040 in total for both airports. Typically, 

 
5 ADB. 2017. Guidelines for the Economic Analysis of Projects. Manila.  
6 International Monetary Fund. Trade of Goods – IMF Data (accessed 8 July 2020). The shadow exchange rate factor 

was estimated based on trade data published by the International Monetary Fund, while shadow wage rate factors 
were based on current wages in the construction industry.  

https://www.adb.org/sites/default/files/institutional-document/32256/economic-analysis-projects.pdf
http://data.imf.org/regular.aspx?key=61545859
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each tourist to Nepal spends an average of $50 per day and stays an average of 12.6 days.7 As 
there will be three international airports, only one-third of the average stay is attributed to each of 
these airports in deriving tourist spending-related benefits. Furthermore, the improved air 
connectivity resulting from the project will attract more tourists from high-income countries, 
leading to an assumed 1% increase in annual average tourist spending. In the estimation of the 
economic benefits, gross tourist spending was adjusted by deducting (i) production cost of goods 
and services sold to tourists (equivalent to 75% of gross tourist spending), and (ii) government 
spending on tourist-related infrastructure ($110 per tourist in 2018).8 
 
15. Non-aeronautical charges. The charges imposed on commercial spaces and vehicle 
parking in the ITB at GBA also generate benefits from the project. This building has 3,000 square 
meters (m2) of commercial space and 5,300 m2 of parking space. CAAN expects annual charges 
of $360 per m2 for commercial spaces and $16 per m2 for vehicle parking. The economic prices 
were calculated assuming consumers are willing to pay 85% of financial charges. 
 
16. Economic feasibility. The annual cost–benefit stream for the combined project outputs 
at TIA and GBA provides an EIRR of 14.7% and a net present value of $105.14 million at a 
9% discount rate (Table 3). These results demonstrate that the project is economically feasible 
for implementation, as its EIRR is above the threshold value of 9% for the base case. Furthermore, 
individual project components related to TIA remain feasible with an EIRR of 15.5%, and those 
related to GBA also remain feasible with an EIRR of 12.1%. However, the results of individual 
output are valid only in the presence of both outputs, but not in isolation.  
 

Table 3: Economic Cost–Benefit Stream for the Project 
($ million) 

Year 
Capital 

Cost 
O&M 
Cost 

Aeronautical 
Charges 

Tourist 
Spending 

Non-Aeronautical 
Charges 

Net 
Benefits 

Discounted 
Benefits 

2021 28.87 0.00 0.00 0.00 0.00 (28.87) (28.87) 
2022 31.54 0.00 0.00 0.00 0.00 (31.54) (28.94) 
2023 50.95 0.00 0.00 0.00 0.00 (50.95) (42.88) 
2024 16.01 2.62 0.00 0.00 0.00 (18.64) (14.39) 
2025 13.35 2.62 0.00 0.00 0.00 (15.97) (11.31) 
2026 0.00 3.69 5.64 0.21 1.04 3.21 2.08 
2027 0.00 3.69 8.65 2.50 1.05 8.51 5.07 
2028 0.00 3.69 11.80 4.97 1.06 14.15 7.74 
2029 0.00 3.69 15.12 7.63 1.07 20.14 10.11 
2030 0.00 3.69 18.62 10.49 1.08 26.50 12.20 
2031 0.00 3.69 22.28 13.55 1.09 33.24 14.04 
2032 0.00 3.69 26.14 16.83 1.10 40.38 15.65 
2033 0.00 3.69 30.19 20.33 1.12 47.95 17.05 
2034 0.00 3.69 34.44 24.07 1.13 55.95 18.25 
2035 0.00 3.69 38.90 28.06 1.14 64.42 19.28 
2036 0.00 3.69 43.57 32.29 1.15 73.32 20.13 
2037 0.00 3.69 48.44 36.77 1.16 82.69 20.83 
2038 0.00 3.69 53.54 41.52 1.17 92.54 21.38 
2039 0.00 3.69 58.87 46.54 1.18 102.90 21.81 
2040 (19.41) 3.69 64.45 51.84 1.20 133.21 25.91 
TOTAL 121.31 60.56 480.65 337.60 16.75 653.13 105.14 
     NPV @ 9% 105.14 
    EIRR 14.7% 

 
7 Government of Nepal; Ministry of Culture, Tourism and Civil Aviation (MOCTCA). 2020. Nepal Tourism Statistics 

2019. Kathmandu. 
8 ADP Engenierie. 2020. Economic & Financial Analysis: TA-9873 NEP Review of the Investment Component under 

the Proposed Sector Development Program at TIA and GBIA. Kathmandu. The $110 per tourist figure was calculated 
by dividing the total investment of $130 million by total tourist arrivals of 1,173,000 in 2018.  

https://www.tourism.gov.np/files/publication_files/299.pdf
https://www.tourism.gov.np/files/publication_files/299.pdf
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( ) = negative, EIRR = economic internal rate of return, NPV = net present value, O&M = operation and maintenance. 
Note: Numbers may not sum precisely because of rounding. 
Source: Asian Development Bank estimates. 

 
D. Risk and Sensitivity Analysis 
 
17. Several parameters used in the economic analysis have a degree of uncertainty, and thus 
their adverse influence on the final results should be tested to confirm the economic feasibility of 
the project. In this context, the economic feasibility of the project was tested against the following 
scenarios: (i) capital cost increased by 15%; (ii) 1-year delay in construction completion; (iii) traffic 
demand decreased by 15%; and (iv) a combination of all aforementioned scenarios, defined as 
the worst-case scenario. The results of this analysis indicate that the EIRR of the project for all 
sensitivity scenarios (including the worst-case scenario) remains above the threshold of 9% and 
hence affirms the robustness of its economic feasibility established at the base case (Table 4). 
 

Table 4: Results of Sensitivity Analyses  

 
Scenario 

EIRR 
(%) 

NPVa 
($ million) 

Switching 
Valueb  

(%) 

Base case 14.7 105.14 - 
1. 15% increase in capital cost 13.4 86.76 85.8 
2. 1-year delay in construction completion  13.8 88.65 - 
3. 15% decrease in traffic demand 13.0 67.82 42.3 
4. Worst-case scenario (scenarios 1–3 combined) 11.0 36.79 - 

EIRR = economic internal rate of return, NPV = net present value. 
a At a 9% discount rate. 
b The switching value is the percentage change necessary to make the NPV zero. 
Source: Asian Development Bank estimates. 

 
18. The results of switching value analysis indicate that an 85.8% increase in capital cost and 
a 42.3% decrease in traffic demand are needed to make the project unfeasible. Since more 
conservative approaches were adopted in estimation of the said parameters, such unfavorable 
changes are highly unlikely. 
 
E. Financial Evaluation 

 
19. The financial evaluation of the proposed investments was carried out in accordance with 
ADB’s guidelines.9 Financial viability was evaluated by comparing the financial internal rate of 
return (FIRR) against the weighted average cost of capital (WACC). 
 
20. Costs and benefits. Cost streams used to determine the FIRR included costs of civil 
works, environmental impact mitigation, quality control, construction supervision, project 
management, physical contingencies, taxes, duties, and incremental operation and maintenance. 
Price contingencies and financial charges during construction were excluded. The incremental 
revenues considered for financial evaluation comprise the following: (i) an increase in aeronautical 
charges received from additional passengers and aircrafts for TIA and GBA (Table 1), and 
(ii) extra benefits generated through non-aeronautical charges imposed on commercial spaces in 
the ITB and vehicle parking for GBA. A corporate tax rate of 25% was applied on net incremental 
benefits from the project. A useful life of 20 years was assumed for the assets created by the 
project (for calculating depreciation). The analysis was undertaken in 2020 constant prices. 
 
21. The WACC was calculated for the overall investment in real terms. Risk-free rates and 

 
9 ADB. 2019. Financial Analysis and Evaluation: Technical Guidance Note. Manila. 

https://www.adb.org/sites/default/files/institutional-document/535126/financial-analysis-evaluation-guidance-note.pdf
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market risk premiums are not widely reported for Nepal, but the 2019 rates for other countries in 
the region are 7.5% for India, 12.6% for Pakistan, and 10.0% for Sri Lanka.10 Using the average 
of regional countries and applying an appropriate risk premium, the required return on equity was 
estimated at 15%. The overall WACC for the project is estimated at 2.01% (Table 2). 
 

Table 5: Weighted Average Cost of Capital 

Item 
Amount 

($ million) 
Weight 

(%) 

Pretax 
Nominal Cost 

(%) 
Tax Rate 

(%) 

Posttax Real 
Cost 
(%) 

Weighted 
Cost 
(%) 

ADB concessional OCR loan 150.0 76.0 1.8 25.0 0.0 0.0 
Government of Nepal equity 47.6 24.0 15.0 0.0 8.4 2.0 
Total 197.6 100.0    2.0 

ADB = Asian Development Bank, OCR = ordinary capital resources. 
Source: Asian Development Bank estimates. 

 
22. Financial internal rate of return. Incremental cash flows attributable to the investment 
over a 20-year period (2021–2040) were estimated based on the assumptions outlined in para. 
21. The aggregate cash flow yields an FIRR of 7.7%, which is above the WACC of 2.01%, 
indicating that the investment is financially viable (Table 6). 
 

Table 6: Financial Cost–Benefit Stream for the Project 
($ million) 

Year 
Capital 

Cost 
O&M 
Cost 

Aeronautical 
Charges 

Non-Aeronautical 
Charges Tax 

After-Tax Net 
Benefits 

2021 35.76 0.00 0.00 0.00 0.00  (35.76) 
2022 39.06 0.00 0.00 0.00 0.00  (39.06) 
2023 63.06 0.00 0.00 0.00 0.00  (63.06) 
2024 19.78 3.25 0.00 0.00 0.00  (23.03) 
2025 16.48 3.25 0.00 0.00 0.00  (19.73) 
2026 0.00 4.57  6.41   1.22  0.00  3.07  
2027 0.00 4.57  9.84   1.24  0.00  6.52  
2028 0.00 4.57  13.46   1.25  0.00  10.14  
2029 0.00 4.57  17.26   1.26  0.00  13.96  
2030 0.00 4.57  21.26   1.27   0.14   17.83  
2031 0.00 4.57  25.46   1.29   1.19   20.99  
2032 0.00 4.57  29.87   1.30   2.30   24.31  
2033 0.00 4.57  34.50   1.31   3.46   27.79  
2034 0.00 4.57  39.37   1.33   4.68   31.45  
2035 0.00 4.57  44.47   1.34   5.96   35.29  
2036 0.00 4.57  49.81   1.35   7.30   39.30  
2037 0.00 4.57  55.39   1.37   8.69   43.50  
2038 0.00 4.57  61.22   1.38   10.16   47.88  
2039 0.00 4.57  67.32   1.39   11.68   52.47  
2040 (24.01) 4.57  73.70   1.41   13.28   81.27  
TOTAL 150.13 75.05 549.34 19.71 68.84 275.13 
     FIRR 7.7% 
   FNPV 163.1 

( ) = negative, FIRR = financial internal rate of return, FNPV = financial net present value, O&M = operation and 
maintenance. 
Source: Asian Development Bank estimates. 

 
23. Sensitivity analyses. Analyses was carried out to examine the sensitivity of the FIRR to 
the risks of project cost escalation and less incremental traffic (Table 7). In general, the project 
would still be viable under all adverse scenarios. 

 
10 P. Fernandez, M. Martinez, and I. Fernández Acín. 2019. Market Risk Premium and Risk-Free Rate Used for 69 

Countries in 2019: A Survey. Barcelona: IESE Business School. 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3358901
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3358901
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Table 7: Results of Sensitivity Analyses  

Scenario 
FIRR 
(%) 

FNPV 
($ million) 

Base case  7.7 163.1 
15% increase in capital cost  6.5 138.32 
15% reduction in traffic forecast  6.2 113.58 
Worst case (both scenarios above) 5.1 88.81 

FIRR = financial internal rate of return, FNPV = financial net present value. 
Source: Asian Development Bank estimates.  

 
F. Civil Aviation Authority of Nepal Financial Performance 
 

24. As a part of the analysis of financial statements of CAAN, financial statements from fiscal 
year (FY) 2015–FY2018 were considered for analysis based on the information given by CAAN.  
 
25. Income from TIA has been the principal source of CAAN’s annual revenue generation 
since it was incorporated in FY1999 (ended 15 July 1999). Aeronautical charges (aircrafts landing 
and parking) and passenger and airport fees from international visitors contribute a major portion 
of CAAN’s annual revenue from TIA. CAAN’s annual revenue has been rapidly increasing over 
the period of 20 years. CAAN’s annual revenue was NRs8,157.492 million in FY2018; of this, 
NRs7,532.734 million came from TIA, as per CAAN’s FY2018 annual report. 
 
26. CAAN’s cash profit after depreciation has been positive since its establishment. Its cash 
profit increased from NRs220 million in FY1999 to NRs4,306.549 million in FY2018, and is 
steadily increasing. The trend of increasing revenue and cash profit (after interest and before 
depreciation), increasing cumulative profits, and satisfactory loan repayment performance 
indicate a high possibility of financial sustainability for CAAN. Furthermore, the project is expected 
to expand the capacity and efficiency of TIA, which will increase CAAN’s revenues. 
 

Table 8: Financial Performance of Civil Aviation Authority of Nepal 
Item FY2015 FY2016 FY2017 FY2018a 

Balance Sheet     
Noncurrent assets (NRs million) 146,086.7 149,867.8 151,665.2 166,641.6 
Current assets (NRs million) 14,963.0 18,418.3 30,273.4 26,720.5 
Equity and reserves (NRs million) 151,485.9 157,819.1 167,454.2 178,736.1 
Borrowings (NRs million) 4,894.4 5,374.0 5,934.4 8,851.6 
Current liabilities (NRs million) 4,669.4 5,093.0 8,549.9 5,775.4 
Income and Expenditure     
Income (NRs million) 4,482.6 4,537.3 5,534.9 9,881.2 
Direct operating expenses (NRs million) 980.0 1,090.6 336.5 486.0 
Staff and administrative costs (NRs  
   million) 

1,124.4 931.0 1,830.7 2,283.5 

Others (including depreciation) (NRs  
   million) 

778.1 812.4 890.7 1,905.5 

Finance costs (NRs million) 56.9 31.6 25.2 18.2 
Taxation (NRs million) 284.1 393.0 603.4 881.5 
Net surplus (NRs million) 1,259.1 1,278.7 1,848.4 4,306.5 
Key Ratios     
Net profit margin (%) 28.1 28.2 33.4 43.6 
Current ratio  3.2 3.6 3.5 4.6 
Debt–equity ratio (%) 3.2 3.4 3.5 5.0 

CAAN = Civil Aviation Authority of Nepal, FY = fiscal year, NRs = Nepalese rupees. 
Note: The fiscal year of the Government of Nepal and its agencies ends on 15 July. “FY” before a calendar year 
denotes the year in which the fiscal year ends, e.g., FY2020 ends on 15 July 2020. 
a Unaudited. 
Sources: CAAN. Audited financial statements. Kathmandu (3 FYs: FY2015–FY2017); and CAAN. 2018. Unaudited 
financial statements for FY2018. Kathmandu. 


