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Trishuli Jal Vidhyut Company Limited: [ICRANP] LBBB-/A3 assigned 
June 1, 2020 

Summary of rated instruments 

Instrument * 
Rated Amount 

(NPR Million) 
Rating Action 

Long-term loan; Fund-based 4,600 [ICRANP] LBBB-; Assigned 

Long-term loan; Fund-based (Proposed) 1,160 [ICRANP] LBBB-; Assigned 

Short-term loan; Fund-based (within long-term loan limit) (500) [ICRANP] A3; Assigned 

Short-term loan; Non-fund based (within long-term loan limit) (2022.20) [ICRANP] A3; Assigned 

Total  5,760  
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LBBB- (pronounced ICRA NP L triple B minus) to Trishuli Jal Vidhyut 

Company Limited’s (TJVCL) long-term loan and a short-term rating of [ICRANP] A3 (pronounced ICRA NP A three) to its short-

term loan. 

 

Rationale  
The assigned ratings consider the presence of experienced institutional promoters1, including the Nepal Electricity Authority 

(NEA), and an experienced key managerial team, which provides comfort in constructional, operational, and financial aspects 

of project development. The ratings also factor in the snow-fed sources for the gauged river, its high plant load factor (PLF), 

with 70% probability of exceedance (Q70), providing some comfort with the prospect of more generation from the project. 

These, coupled with a high tariff dry energy mix of ~46% under the new six months dry-wet energy mix, along with eight 

tariff escalations on the base tariff are further expected to record a healthy revenue profile and healthy return indicators 

and coverage indicators amid the fixed tariff and fixed tariff escalations regime. The presence of the predetermined tariff 

rates and the tariff escalations under the take-or-pay PPA for the entire project capacity also reduces the tariff risk and the 

offtake risk of the project. Also, the competitive interest rate2 signed for project financing remains positive for the company 

in reducing the financial burden and aiding the coverage indicators to some extent. The ratings also factor in the lower 

evacuation risk3 with the NEA’s proposed evacuation structure in the later stage of development with nearly 21 months in 

hand before the RCOD4 of the project. Further, the ratings take comfort from the positive demand outlook for the energy 

sector, owing to the supply-demand gap in the power sector as well as the increasing energy consumption in the nation. 

 

Nonetheless, the assigned ratings are constrained by the inherent project execution risks associated with the 37-MW Upper 

Trishuli 3B HEP with the project being in the middle stage of development5 (~45% physical progress as of mid-April 2020). 

The risk further remains accentuated by the slackness in work – an effect of the Covid-19 pandemic and further geological 

surprises during the excavation of the 3,805m6 long tunnel structures (47% complete so far). Delays in project execution 

under such a scenario could lead to failure in meeting the current RCOD, thus exposing the project towards tariff escalation 

loss and late COD penalty. However, the extent of exposure to such a risk would also depend on the NEA’s consideration to 

extend the RCOD for the project to address the Covid-19 pandemic. Further, the ratings also remain constrained by the 

funding risk with 38.5% of equity component under the ordinary shareholders’ group yet to be collected. The company plans 

to raise the same progressively through a series of IPOs after 50% project completion. Though the entire proportion of the 

 
1 Institutional promoters of the company include Nepal Electricity Authority (NEA) and Nepal Doorsanchar Company Limited, each holding 

30% share of the company. 
2 Interest rate has been signed at 10% p.a. with a revision provision on a semi-annual basis. Base rates of the financing banks Nabil Bank 
Limited (ICRANP IR AA-) and Nepal Bank Limited (ICRANP IR A) remains competitive in the industry.  
3 The proposed evacuation structures viz. NEA’s 220kV Trishuli 3B Hub substation which is in its later stage of construction 
4 The Required Commercial Operation Date is March 1, 2022. 
5 The EPC contractor is Shuifa ANHE Group Co. Ltd.  (erstwhile Sichuan ANHE Hydraulic and Hydroelectric Engineering Co. Ltd., China) 
while ELC Electroconsult S. p. A. Italy is the consultant 
6 Tunnel length as per PPA is 3,666m. 
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promoters’ equity (60% of overall required equity) has already been infused and the consortium loan agreement for ~80% 

of loan requirement also signed, the company is yet to finalise the loan agreement for the remaining 20% (likely to be 

finalised with the same consortium). Further, the ratings are also constrained by the dependence on the cascade project in 

the upstream 60-MW Upper Trishuli 3A HEP project as there are no alternate structures to ensure regular supply in case of 

any major operational and/or maintenance issues in the upstream project, which can impact the hydrology of the cascade 

project. Likewise, the assigned ratings also remain constrained by the monthly short supply penalty as well as the 30% dry 

energy short supply penalty in the PPA, which can impact the revenue profile of the company in case of fluctuations in 

hydrology. Further, absence of a deemed generation clause in the power purchase agreement (PPA) for which no 

compensation is payable to the company by the NEA, in case of an adverse flow in the river system, also results in a 

hydrological risk for the project. The ratings, to some extent, also remain constrained by the forex fluctuation risk on the 

USD component of the contracts in case the Nepalese rupee further depreciates and exceeds than provided for in the project 

cost. The ratings also remain constrained by the counterparty credit exposure of the NEA, which has a moderate financial 

profile (with recent improvements). This is partly mitigated by the sovereign support of the Government of Nepal (GoN) to 

the NEA and its past track record of timely payments to independent power producers (IPPs). 

 

Going forward, TJVCL’s ability to raise the remaining 38.5% equity in time from the ordinary shareholders and commission 
the project within the estimated cost and timeline amid the Covid-19 scenario would remain critical. Also, the NEA’s decision 
to extend the current RCOD and availability of the NEA’s evacuation structures before the project becomes operational 
would be important. Further, depreciation of the Nepalese rupee against the dollar, interest rate volatility in the market and 
achieving its designed operating parameters would be the key drivers to determine the project return metrics and coverage 
indicators for the company. 
 

 

Key rating drivers  
 

Credit strengths 
Institutional promoters and an experienced team: The NEA, along with Nepal Doorsanchar Co. Ltd. (NDCL), are the 
promoters of the project with each company holding ~30% stake (fully infused). The NEA established under the Nepal 
Electricity Authority Act, 1984, is the sole entity responsible for transmitting and distributing electricity in Nepal and 
currently operates 30 hydropower projects. The presence of institutional promoters and an experienced management team 
are expected to aid the financial, constructional, operational and maintenance aspects for the company.  
 
Healthy return indicators supported by high contract PLF, high dry energy mix and eight tariff escalations: The project has 

been budgeted to be developed at a cost of NPR 8,227 million (NPR 222 million per MW). It is a Q70 project with 90% PLF, 

to result in more unit generation from the project. The PPA has been signed under the new six-months dry-wet energy mix 

modality with eight tariff escalations and a high dry energy mix of ~46% with an annual energy generation of 292.59 GWh. 

The base tariff rates are NPR 8.4/unit for dry season units and NPR 4.8/unit for wet season units, and both these rates might 

see eight times tariff escalations. All these factors are expected to support the return and coverage indicators for the project. 

Based on our projections, indicators remain healthy with a cumulative DSCR of 1.84x, LCOG of 3.34 and a levelized tariff of 

7.45, aided by high dry energy mix of ~46% and eight tariff escalations on base tariffs. 

 

Low evacuation risks given NEA’s evacuation structures in later stages of construction: The power to be generated by the 
project would be evacuated through a 3-km long 132-kV transmission lines (with eight towers; five to be built by NEA and 3 
to be built by TJVCL) to the NEA’s proposed 220-kV Trishuli 3B Hub Substation. The proposed evacuation structures are in 
final stage of construction, and with nearly 21 months still left for the project RCOD, the completion of the evacuation 
structure before the project becomes operational can be expected. 
 
Snow-fed sources and Q70 model to result in flow sustainability: The Upper Trishuli 3B HEP project has been designed in 
line with its upstream project at 70% exceedance flow and would utilise the tailrace discharge of the upstream project. The 
Trishuli river is a gauged snow-fed river sourcing its waters from the Himalayan glaciers and its catchment areas. The high 
exceedance flow model, along with the snow-fed sources, is expected to result in good hydrology and flow sustainability of 
the project, thus aiding efficient generation.  
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Low tariff risk, given long-term PPA at predetermined tariffs and escalations: The tariff risk for the project is low as the 
company has a 30-year PPA for the project with the NEA (the sole purchaser and distributor of electricity in Nepal) for the 
entire project capacity of 37MW. The dry energy mix for the project is ~46% with a pre-defined tariff of NPR 4.8 per kWh for 
the wet season and NPR 8.4  per kWh for the dry season (December- May) with 3% annual escalation of nearly eight times. 
The project would be eligible to avail of all the eight tariff escalations if it comes within six months of the RCOD. However, 
any extension of the current RCOD by the NEA to address the Covid-19 pandemic effects would also play a role in 
determining the number of tariff escalations and/or late COD penalty for the project, in case the project fails to meet its 
current RCOD. 
 
 

Credit challenges 
Inherent risk of project execution amid project development: The project is at its middle stage of construction with an 
overall physical progress of 45% and a financial progress of ~27%. The company has awarded the EPC contract to M/s Shuifa 
ANHE Group Co. Ltd. (erstwhile Sichuan ANHE Hydraulic and Hydroelectric Engineering Co. Ltd., China) for its civil, hydromechanical 
and electromechanical works. As of mid-March 2020, ~47% of the 3,805m long tunnel works has been completed. Any 
further geological surprises in the rock quality than earlier anticipated can impede the pace of construction. The company’s 
ability to expedite the work amid the Covid-19 pandemic and commence project operation within the budgeted cost and 
targeted COD would remain critical going forward. 
 
Moderate funding risk with yet-to-be-collected equity proceeds: The project has been budgeted to be completed at a cost 
of NPR 8,227 million at a D:E ratio of 70:30. On the equity front, ~NPR 1,519 million (~62% of the overall required equity of 
NPR 2,470 million) has been injected till mid-April 2020. So far, the promoters have fully injected their part of the equity. 
While only 1.5% of the overall required equity has been collected so far under the ordinary shareholders group, the balance 
38.5% is yet to be collected. The company plans to collect the same progressively through IPOs once the project is 50% 
complete. Timely collection of these proceeds from ordinary group shareholders would remain critical to facilitate funding 
sources for the project. On financing the project, out of the total of NPR 5,760 million, TJVCL has already secured an 
agreement with the consortium of three financial institutions, led by Nabil Bank Ltd for NPR 4,600 million while it is yet to 
finalise an agreement for the remaining loan of NPR 1,160 million. The same consortium has notified TJVCL of its intention 
to fund the remaining loan of NPR 1,160 million. 
 
Higher penalty clauses in case of inadequate supply of energy: The company shall be liable for penalties in case the project 
is unable to deliver the required 30% dry energy as well as the required declared monthly energy to the NEA. As per the 
PPA, if the project is unable to supply the minimum 30% of the overall energy supplied, then the energy supplied in the dry 
season shall be considered as 30% of the total energy. The total energy shall be calculated, and the company shall not be 
paid for the energy supplied above such calculated total energy. Besides minimum dry energy supply, the company is also 
to deliver the minimum monthly energy, failure of which would also attract the penalty. Seasonal fluctuations in hydrology 
of the river in the dry months as well as in the wet months would play a role in determining such penalties. However, the 
project being a gauged snow-fed river with a high PLF of 90% and dry energy mix of ~46% provides comfort on this part to 
some extent. 
 
High hydrology risk given lack of deemed generation clause in PPA: The lack of provision of a deemed generation clause in 
the PPA exposes the project to hydrological risks in case of adverse river flow scenarios, without receiving any compensation 
for such losses. Nonetheless, the gauged river having snow-fed sources, along with higher probability of exceedance model 
comforts this risk to some extent. 
  
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  

 

 

About the company   
Trishuli Jal Vidhyut Company Limited (TJVCL), incorporated on May 12, 2011 as a public limited company, has a paid-up 

capital of ~NPR 1,519 million as of mid-April 2020, which includes 100% equity infusion from the promoter group (NPR 1,482 

http://www.icranepal.com/
https://icranepal.com/methodologyPDF/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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million) and the rest collected from the ordinary shareholders’ group in March 2019 under the Janata ko Jalbidhyut 

programme i.e. Citizens Hydropower programme. Equity infused so far is ~62% of the overall equity requirement of NPR 

2,470 million. The shareholders of the company have been categorised under the promoter group and the ordinary group. 

The promoter group would hold 60% shares of the company with 30% holding each from the Nepal Electricity Authority 

(NEA) and Nepal Doorsanchar Company Limited. The ordinary shareholders group would hold 40% shares of the company 

(1.5% collected so far) and includes the general public (15%), the local affected population of Rasuwa and Nuwakot (10%), 

the employees of the NEA and the NDCL (5%), the local entities of Rasuwa and Nuwakot (5%) and the companies or 

cooperatives of Rasuwa and Nuwakot established with an objective of investing in hydropower companies (5%). The Upper 

Trishuli 3B Hydroelectric Project was selected by the Government of Nepal as the first project under the Janata ko Jalvidhyut 

programme. Accordingly, Trishuli Jal Vidhyut Company Limited has issued Initial Public Offerings (IPOs) of its shares to the 

general public in March 2019 and called for an NPR 10 on the face value of NPR 100/share. The Right Honourable Prime 

Minister, Mr. K.P. Sharma Oli, was the first applicant of this IPO. The company plans to raise the remaining portion (38.5%) 

of the shares under the ordinary shareholder group through a series of IPOs once the project achieves 50% physical progress 

(45% physical progress so far).  

 

The company is developing a 37-MW Upper Trishuli 3B HEP in Nuwakot and Rasuwa districts in the Bagmati Province of 

Nepal. It is a cascade project of the upstream 60-MW Upper Trishuli 3A HEP promoted by the NEA that would utilise the 

tailrace discharge of the upstream project. It is a run of the river (RoR) type project and is being developed at 70% probability 

of exceedance (Q70) at a total cost of ~NPR 8,227 million in a D:E ratio of 70:30. The loan financing for the project has been 

arranged through a consortium loan agreement with Nabil Bank Ltd as the lead for a total loan of NPR 5,760 million of which 

NPR 4,600 million has already been tied up. The agreement for the remaining NPR 1,160 million is at the final stages with 

the same consortium. 

 

Annexure-1: Instrument details  

Instrument * 
Rated Amount  

(NPR Million) 
Rating Action 

Fund based facilities; Long-term loan (A) 4,600  

Term Loan (long term; fund based) 4,600 [ICRANP] LBBB-; Assigned 

   

Fund-based facilities; Short-term loans (B) 0  

Bridge gap loan (within the term loan) (500) [ICRANP] A3; Assigned 

   

Non-fund-based facilities; short-term loans (C) 0  

Letter of Credit (within the term loan) (2,000) [ICRANP] A3; Assigned 

Bank Guarantee (within the term loan) (22.20) [ICRANP] A3; Assigned 

   

Proposed long-term loan, fund based (D) 1,160 [ICRANP] LBBB-; Assigned 

Total (A+B+C+D) 5,760  
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Ms. Barsha Shrestha, (Tel No. +977-1-4419910/20) 
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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 4419910/20 
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