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Description

The Ruplin La Hotel in Barpak provides food and boarding services to both international and national travelers in the village. The Hotel has 5 rooms that share a common bathroom and a small restaurant with seating for up to 15 patrons. The restaurant serves traditional Nepali meals (Dal Bhat) in addition to a limited number other food from other cuisines. Branded nepali drinks can also be bought at the hotel, which is centrally located right at the heart of the village.


Remote Environment (PESTLE) Analysis:
Political Status
· Uniquely nonpartisan in general
· Community Interests is put before Political Interests
· No complaints of Development Work being hindered by partisan interest
· Willingness among the community leaders to work with the government and its agencies
· Community leaders and elders are very influential and well respected
· Village is entirely dominated by the indigenous population.  
· Majority affiliated to the Nepali Congress (NC) political party
Economic Status
· Economy is almost entirely import oriented.
· Income levels is and has been much higher than the Nepali average since WW2.
· Most families depend on international remittance
· Most of the local businesses are trading and retail stores. The others comprise of service businesses that cater to the need of the local population
· Local merchandise prices are at sold at a premium over prices in Abu Khaireni or Gorkha Bazzar
· Barpak does not connect to any large settlements except the village of Laprak
Social Status
· The local community is comprised of 3 distinct groups: i) Gurungs, ii) Ghales and iii) Kamis. The Gurung community is slightly larger than the Ghales and the two combined make up for over 90 percent of the population in Barpak. The Kamis are a small minority
· The social structure is very hierarchical with the community elders at the top of the pyramid. The community dictates many aspects of the social and personal lives of all the community members.
· The population is bimodal in nature, consisting of a large number of elderly and children. Most men of working age have migrated to Kathmandu or abroad
Technological Status
· Thanks to the local micro hydro, Barpak has access to 24 hours of electricity
· Barpak is well connected to world through high speed internet and telephones
· Transportation is a challenge with most of the 60km from Abu Khaireni to the village being unpaved. The driving conditions can be quite challenging when it rains. The village is only accessible vehicles with wide ground clearance
· Barpak is connected to Gorkha, Abu Khaireni and Kathmandu with regular scheduled bus and jeep service
· Servicing heavy machinery is difficult. Entrepreneurs have to often travel to Abu Khaireni or Kathmandu for maintenance work



Ecological Status
· Barpak is located at 1,900 meters on a 3,000 meters high mountain 
· The climate in Barpak is pristine and sub temperate in nature. The summers days are hot and long and winters are cold and short
· The traditional crops of Barpak are potatoes, maize, millet and paddy. Farming has virtually ceased at present, with only limited families working the land to grow vegetables 
· Forests are well preserved and the demand for wood and forest produce is limited. 
· Awareness about pollution is high. Local community has relocated noisy or polluting factories and workshops on more than one occasion

Legal Status
· Barpak follows the legal system laid down by the legislature of Nepal



Market Description:
Despite the serene beauty and proximity to popular destinations like the Manaslu Trail and Narad Kunda, tourism as a formal industry is very undeveloped in Barpak. The entire market consists of just 2 hotels with a combined capacity for around 20 patrons per night. This said, Barpak, as the infamous epicenter of the devastating April 2015 Gorkha earthquake, has gathered a level of notoriety that can potentially attract large numbers of both domestic and international tourists. At present, the hotels and restaurants are also reaping the benefits from the increased presence of social workers in the village.




The entrepreneurs: 
Entrepreneurs Purna Gurung and X Bahadur Ghale work in partnership to run the Ruplin La Hotel. Purna is in charge of the day to day affairs at the hotel and is responsible for manning and running the restaurant. X Bahadur Ghale, who is retired solider from the British Army, looks at the broader picture as he tries to balance his lucrative construction contracts with his hotel business. An extremely animated character, he has many ideas about how he wants the hotel to evolve in the future.



Market Potential: 
Unlike most other mountain villages in Nepal, tourism has never been a mainstay at Barpak. Still, the industry holds great potential for the future. Barpak is beautiful, and given that the main road to Abu Khaireni is paved in the next few years as promised, quite close to important touristic centers like Kathmandu and Pokhara. As such, it will not be a great stretch for tour operators to include Barpak as a mid point destination into their itineraries. The village also offers easy access to the Manaslu trail, the famous Ruplin La pass and the holy Narad Kunda (lake) and glacier. Barpak’s notoriety after the April 2015 Gorkha Earthquake could also be exploited to attract both domestic and international tourists to the village.

Competitive analysis: 
The Ruplin La hotel has only one direct competitor in the Barpak Village. The competitor suffers from locational and infrastructure disadvantages when compared to Ruplin La and does not pose a significant threat. But Ruplin La is also directly competing with hotels in markets like Abu Khaireni and the nearby village of Laprak (located at higher elevation on the Barpak hill). Many domestic travelers also travel to Barpak during the day and drive back in the afternoon, creating further challenges for Ruplin La to generate rental revenue.
The construction of the purported 60 km of paved road from Abu Khaireni will create both opportunities and challenges for the hotel. The road will likely make Barpak more accessible to interested tourists, but will also allow them the flexibility to drive to Pokhara or Chitwan for nightly accommodations. It is paramount that the hotel invest in its infrastructure to keep discerning travelers in the village.  


Major Risks: 
The most significant risk for Ruplin La stems from the fact that the Barpak village is not yet an active tourist center. While a lot of progress has been made in the last few years, especially after the 2015 Gorkha earthquake, there is no guarantee that the Barpak Village will evolve into a tourist hotbed like Ghandruk in Kaski district or the Gurung Village in Lamjung. It is also entirely possible that the nearby villages of Laprak and Gumda can evolve as the tourist centers in that region, stripping Ruplin la with the opportunities for extraordinary earnings.
Another major risk faced by the hotel originates from the shortage of skilled human resources to staff the facilities. Labour is expensive and scarce. Most young people in the village are also looking to travel abroad at the first opportunity, further exacerbating the problem for labor intensive operations like hotels and restaurants.


SWOT:
Development of surrounding villages
Development of Barpak as a tourist center
Market Uncertainties
Poor Infrastructure
Lack of Brand Recognition
Location
The Barpak Brand
Management Team
Strength
Weakness
Opportunities
Threats

Recommendations
1. The hotel should invest to upgrade its infrastructure. The addition of new rooms with ensuite bathrooms will bring the accommodation quality to national standards.
2. Expand the options available at the Restaurant and highlight foods that use traditional ingredients grown around the region or traditional cooking methods
3. Train local youth to work as tourist guides to the surrounding locations of interest like the Ruplin La pass, Narad Kunda, Manaslu trail or the high altitude Laprak village.
4. Improve sanitation standards of the restaurant and rooms
5. Engage in promotional activities on the internet and the local tourism communities
6. Prepare preset tour packages to drive the message that Barpak offer a lot more than what can be experienced on a short 3 hour visit. 





1 Year Timeline:
	Stage
	Objectives
	Activity
	Timeline

	1
	Upgrade Infrastructure   
	Completely strip down the existing infrastructure and replace it with a safe, modern building.
	Month 0 to 12

	2
	Establish Brand
	Manage Tripadvisor account, Engage with Local tourism networks
	Month 1 to 3

	3
	Market Barpak
	Work with local partners to market the ‘Barpak’ brand
	Month 0 to 6

	4
	Start an internship program
	Engage with the local community and youth to find and train locals to work in the hotel
	Month 0 to 4





Financial Plan
	SECTION
	A
	
	

	
	
	
	

	Table 1.1: Details of Existing Capital Assets
	
	

	Capital Assets
	Estimated Value
	Remaining Useful Life (Years)
	Annual Depreciation

	Land
	N/A
	N/A
	N/A

	Building
	1,00,000
	2
	N/A

	Furniture/Utensils
	50,000
	5
	10,000

	
	
	
	

	Table 1.2: Details of New Expenses and Capital Asset
	
	

	Capital Assets
	Estimated Value
	Amortization/ Depreciation Years
	

	New Building
	15,00,000
	20
	

	Furniture
	5,00,000
	10
	

	Cooking Utensils
	50,000
	10
	

	Training Expense
	30,000
	2
	

	
	
	
	

	Summary
	
	
	

	Total Annual Depreciation:
	2,08,095
	
	

	Total New Investment
	20,80,000
	
	

	Average Asset Life:
	8.17
	
	



Assumptions and Notes:
· The new building will be a compact two story prefab structure that is safe and comfortable
· The Training Cost is estimated for 2 trainee guides for 1 month


	SECTION
	B
	
	
	

	UNIT COST ESTIMATES
	
	
	
	

	Product:
	Room Rental
	
	
	

	Measurement Unit:
	Room
	
	
	

	
	
	
	
	

	Table 2.1: Cost Per Average Room Rental
	
	
	

	Expense Head
	Measurement Unit
	Units/House
	Price/Unit
	Cost/House

	Consumables
	Package*
	1
	150
	150

	Labour
	Hrs
	0.5
	150
	75

	Total Cost/Batch
	
	
	
	225

	
	
	
	
	

	Margin Calculations
	
	
	
	

	Price/Room
	800
	
	
	

	Cost/Room
	225
	
	
	

	GM/Order
	575
	
	
	

	GM %age
	71.9%
	
	
	

	
	
	
	
	


Assumptions and Notes:
· * Package includes standard soap, shampoo, water, power and washing towels
· Calculated Labour cost will be incurred for tidying up the room

	Product:
	Dal Bhat
	
	
	

	Measurement Units:
	No of Orders
	
	
	

	
	
	
	
	

	Table 2.2: Cost per Dal Bhat Meal
	
	
	

	Expense Head
	Measurement Unit
	Expense/Batch
	Price/ Measurement Unit
	Cost/Batch

	Rice
	Kg
	0.2
	70
	14

	Vegetables/Meat
	Kg
	0.2
	250
	50

	Fuel
	Ltr
	0.1
	150
	15

	Labour
	Hrs
	0.5
	150
	75

	Total Cost/Meal
	
	
	
	154

	
	
	
	
	

	Margin Calculations
	
	
	
	

	Price/Meal
	250
	
	
	

	Cost/Gate
	154
	
	
	

	GM/Packet
	96
	
	
	

	GM %age
	38.4%
	
	
	



	Product:
	Drinks
	
	
	

	Measurement Units:
	No of Orders
	
	
	

	
	
	
	
	

	Table 2.3: Cost per Average Drink
	
	
	

	Expense Head
	Measurement Unit
	Expense/Batch
	Price /Measurement Unit
	Cost/Batch

	Base Alcohol
	Ltrs
	0.09
	700
	63

	Ice
	Kg
	0.05
	50
	2.5

	Labour
	Hrs
	0.25
	150
	37.5

	Total Cost/Drink
	
	
	
	103

	
	
	
	
	

	Margin Calculations
	
	
	
	

	Price/Drink
	200
	
	
	

	Cost/Drink
	103
	
	
	

	GM/Drink
	97
	
	
	

	GM %age
	48.5%
	
	
	



	Summary
	

	Product
	GM Percentage

	Dal Bhat
	38.4%

	Room Rental
	71.88%

	Drinks
	48.50%



Cross Sales Assumption	
For Every Room Rented, we will assume that the following will hold true:	
1) Every room will order 2 Meals per day on average	
2) Every room will order at least 2 Drinks per day on average	
Capacity Assumption	
Total Installed Capacity:	10 Rooms/Day or 20 Patrons/Day


	SECTION
	C
	
	
	
	

	Table 3.1: Sales and Revenue Projections
	
	
	

	Year
	1
	2
	3
	4
	5

	Capacity Utilization
	30%
	40%
	40%
	40%
	40%

	Rooms Occupied/Month
	90
	120
	120
	120
	120

	Rooms Occupied/Year
	2250
	3000
	3000
	3000
	3000

	Room Price
	800
	880
	968
	1,065
	1,171

	Food Price
	250
	275
	303
	333
	366

	Beverage Price
	200
	220
	242
	266
	293

	
	
	
	
	
	

	Forecasted Income Statement
	
	
	
	

	Year
	1
	2
	3
	4
	5

	Rental Revenue
	18,00,000
	26,40,000
	29,04,000
	31,94,400
	35,13,840

	Rental COGS
	5,06,250
	7,42,500
	8,16,750
	8,98,425
	9,88,268

	Food Revenue
	11,25,000
	16,50,000
	18,15,000
	19,96,500
	21,96,150

	Food COGS
	6,93,000
	10,16,400
	11,18,040
	12,29,844
	13,52,828

	Drink Revenue
	9,00,000
	13,20,000
	14,52,000
	15,97,200
	17,56,920

	Drink COGS
	4,63,500
	6,79,800
	7,47,780
	8,22,558
	9,04,814

	Gross Margin
	21,62,250
	31,71,300
	34,88,430
	38,37,273
	42,21,000

	Depreciation
	2,08,095
	2,08,095
	2,08,095
	2,08,095
	2,08,095

	Misc Overheads
	30,000
	33,000
	36,300
	39,930
	43,923

	Operating Profit
	19,24,155
	29,30,205
	32,44,035
	35,89,248
	39,68,982

	Operating Profit %age
	65.78%
	68.30%
	68.74%
	69.14%
	69.51%



Assumptions and Notes:
· Revenue is estimated with the assumption that 4 rooms will be occupied per day after Year 2
· Room prices are expected to grow at 10%
· COGS is Based on Calculations in Table 2.1/2.2/2.3		
· Food Revenue is Based on the assumption that 2 meal orders will be placed per occupied room
· Drink Revenue is Based on the assumption that 2 drink orders will be placed per occupied room
· Lease Expense only appreciates at 5% per annum reflecting the low demand for lease and rentals in Barpak	
· Electricity Cost has been inferred from the reported 4500 a month and is expected to increase @ of 10% every year to account for price Changes.	
· The Capex/Sales ratio is set as 0% because no capital expenditures are expected in the immediate future
· The NWC/Sales ratio is set at 20% in line with similar Metal Fabrication businesses across Nepal


	CapEx
	0
	0
	0
	0
	0

	NWC
	5,85,000
	8,58,000
	9,43,800
	10,38,180
	11,41,998

	∆ NWC
	
	2,73,000
	85,800
	94,380
	1,03,818

	Tax Rate
	35%
	35%
	35%
	35%
	35%

	Free Cash Flow
	14,58,796
	18,39,728
	22,30,918
	24,46,726
	26,84,116

	
	
	
	
	
	

	Long Term FCF Growth Rate:
	
	5%
	
	
	

	Discount Rate:
	
	20%
	
	
	

	FCF in Year 5:
	
	26,84,116
	
	
	

	PV of all Future Cash Flows at Year 5
	1,87,88,809
	
	
	

	
	
	
	
	
	

	Year
	Cash Flows (CFs)
	PV of CFs
	
	
	

	0
	-20,80,000
	-20,80,000
	
	
	

	1
	14,58,796
	12,15,663
	
	
	

	2
	18,39,728
	12,77,589
	
	
	

	3
	22,30,918
	12,91,040
	
	
	

	4
	24,46,726
	11,79,941
	
	
	

	5
	2,14,72,925
	86,29,487
	
	
	

	
	
	
	
	
	

	
	NPV
	1,15,13,721
	
	
	


Notes:
[bookmark: _GoBack]The FCF for year 0 has been calculated based on the Capital Asset and Expense Requirements estimated in Section A
