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Rapti Hydro & General Construction Limited: [ICRANP] LB+/A4 assigned 
March 2, 2020 

Summary of rated instruments 

Instrument * Rated Amount (NPR Million) Rating Action 

Long-term loan; Fund based 670 [ICRANP] LB+; Assigned 

Short-term loans; Fund based 20 [ICRANP] A4; Assigned 

Short-term loans; Non-fund based 3 [ICRANP] A4; Assigned 

Total  693  
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LB+ (pronounced ICRA NP L B plus) to Rapti Hydro & General 

Construction Limited’s (RHGCL) long-term loan and a short-term rating of [ICRANP] A4 (pronounced ICRA NP A four) to its 

short-term loans. 

 

Rationale  
The assigned ratings are constrained by the relatively higher project cost (NPR 220 million per MW) and the inherent project 

execution risks (~60% complete as of mid-February 2020) associated with the 5-MW Rukum Gad HPP amid the delayed 

project execution scenario. This led to the failure to meet its required commercial operation date (RCOD)1. This exposes the 

company to various risks such as a late COD penalty2, loss of tariff escalations3 and reduction in the project period4 in case 

of further delay. The ratings also factor in the high evacuation risk for the project with no evacuation structures5 in place so 

far. Any delays in project execution that can emanate from geological surprises, floods and landslides in the ~2,400-m long 

pipeline alignment could result in the failure to meet the revised RCOD and escalate the project cost, thus impacting RHGCL’s 

financial and debt coverage indicators amid the fixed tariff and fixed escalation regime. The ratings are also constrained by 

the bank funding risk that requires 70% funding of the escalated cost of NPR 140 million (budgeted cost revised to NPR 1,100 

million from NPR 960 million), which is yet to be tied up. The non-materialisation of this would require additional equity 

infusion by the promoters to cover the same. Similarly, a rating concern emanates from hydrological risks, given the absence 

of a deemed generation clause in the power purchase agreement (PPA) for which no compensation is payable to the 

company by the Nepal Electricity Authority (NEA) in case of an adverse flow in the river. The ratings are also 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).  

 

Nonetheless, the ratings consider the presence of institutional promoters such as Radhi Bidyut Company Limited (RBCL)6 
and Universal Power Company Limited (UPCL) which are group companies of CEDB Hydropower Development Company 
Limited (CHDC). This is expected to provide RHGCL with constructional, operational and maintenance support at times of 
need. The ratings also factor in the rich experience of the board of directors and key management team in the hydropower 
sector. 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. Also, a firm long-term PPA 
eliminates the offtake and tariff risks for the project.  
 

 
1 RCOD as per the PPA was December 17, 2019; however, the management has applied to the NEA for the extension of the same to June 

15, 2020  
2 Late COD penalty is 5% of the energy, based on contracted energy, that would have been produced during the RCOD and actual COD at 

the tariff rate as applicable on the actual COD  
3 Delay of 6 months beyond RCOD will lead to a tariff escalation loss; for every additional year of delay, an additional tariff escalation will 

be lost   
4 Project period is valid till June 23, 2050, as per the generation licence 
5 The evacuation structures consist of the Musikot substation and the transmission line connecting the Musikot-Sitalpati substations 
6 RBCL graded IPO 3 by ICRA Nepal, UPCL graded IPO 4 by ICRA Nepal and CHDC graded IPO 4 by Care Ratings Nepal 
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Going forward, RHGCL’s ability to commission the project within the estimated cost and timeline, achieve its designed 
operating parameters, garner the banks’ portion of additional loans and/or infuse additional equity on time, the availability 
of the NEA’s evacuation structures before the project becomes operational, as well as interest rate volatility in the market 
would be the key drivers for determining the project return metrics and coverage indicators. 
 

Key rating drivers  
 

Credit strengths 
Institutional promoters and prior experience of board and management team in hydropower sector – RHGCL is mainly 
promoted by UPCL (~45%) and RBCL (~40%), which are group companies of CHDC. The institutional promoters and the prior 
experience of the board of directors and the management team in hydropower project development and operations are 
expected to provide the company with the required support at times of need. CHDC has three operational hydropower 
projects, namely Radhi Small Hydropower Project (4.4 MW; graded IPO 3 by ICRA Nepal), Syange Hydropower Project (183 
kW) and Khudi Hydropower Project (4 MW). It has also been developing four other hydropower projects. Mr. Anil Kumar 
Rungta, the Chairperson of RHGCL and CHDC, and Mr. Dhurba Raj Mishra, Chairperson of RBCL and Managing Director of 
RHGCL, have rich experience in the hydropower sector and have been involved in other hydropower projects in various 
capacities.  
 
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 5 MW. The dry energy mix for the project is ~18% with a pre-defined tariff of NPR 4.8 per kWh for 
the wet season (mid-April – mid-December) and NPR 8.4 per kWh for the dry season with 3% annual escalation for five 
times. However, the RCOD (December 17, 2019) has already expired and RHGCL has applied to the NEA for the extension of 
the same till June 15, 2020. Going forward, the extension of the same by the NEA, as applied, and/or a further extension 
amid the lack of the NEA’s evacuation structures along with the operation of the project within six months of such RCOD 
would determine the late COD penalty as well as the number of escalations that would be applicable to the company. 
 

Credit challenges 
Inherent risk of project execution – The 5-MW project is in mid-stage development (60% progress so far), which exposes it 
to inherent project execution risks. The critical component of the project remains the headrace pipe structures (~46% 
completed till February 2020) and the associated protection works for their alignment. Also, the project execution could 
remain hampered by geological surprises as well as landslides that are frequent in the alignment with the ongoing works of 
the Madya-Pahadi Highway. However, substantial progress in the other critical components of the project such as the 
headworks, delivery of hydromechanical pipes at the site and ease of accessibility to the headworks and powerhouse, which 
are near the Madya-Pahadi Highway, remains a comfort for the electromechanical works installation once the powerhouse 
structures are completed.  
 
Funding risk, given the revised projected cost – The project was initially planned to be developed at a cost of NPR 960 

million (NPR 192 million per MW) at an estimated debt-equity ratio of ~70:30. The debt component (NPR 670 million) was, 

therefore, tied up with a consortium of three banks led by Prime Commercial Bank Limited (graded IPO 3 by ICRA Nepal). 

Given the delay in project development, mainly due to floods and landslides that damaged the project structures and 

triggered extra protection works in the alignment, the project cost was revised to NPR 1,100 million (NPR 220 million per 

MW). The consortium is yet to finalise their portion of the funding of the additional cost and if the same does not materialise, 

the same would have to be funded by the promoters through additional equity infusion. The institutional promoters’ 

strength should support the same in such a scenario. 

 
High evacuation risk, given non-completion of NEA’s evacuation structures and transmission lines connecting them – The 
energy to be generated from the project is to be evacuated through the NEA’s proposed substation at Musikot, which is 
under construction. The completion of the NEA’s Musikot substation and the 33-kV transmission line connecting the Musikot 
and Sitalpati substations remains critical for the evacuation of the project’s energy. Any delays in the completion of these 
integrated structures, before the project comes into operation, would have a bearing on the company’s revenue profile. 
However, the required evacuation structures (in construction phase) are expected to be in place before the project becomes 
operational as the project is yet to achieve ~40% execution, which would require some time.  
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Stretched coverage ratios and financial indicators amid delayed project commissioning and relatively higher estimated 
project cost – The budgeted project cost of NPR 1,100 million (NPR 220 million per MW) is relatively on the higher side in 
the fixed tariff and fixed escalation regime. The project has already missed its RCOD (December 17, 2019) and the company 
has applied to the NEA for the extension of the same till June 15, 2020. The approval of the same and/or further extensions 
by the NEA would determine the new RCOD for the project. A further delay in project execution, for any reason, could lead 
to the company failing to meet the yet-to-be estimated RCOD, leading to project cost escalation and exposing the project to 
late COD penalty as well as the loss of tariff escalations. All these would impact RHGCL’s revenue stream as well as coverage 
indicators. The debt service coverage indicator is expected to be less than 1x, requiring some support from the promoters 
though some comfort is provided by the institutional promoters’ profile.  
 
Low offtake risk; however, provision of 10% reserve margin clause in PPA – The offtake risk for the project is low, given 
the presence of a take-or-pay PPA for the entire energy from the 5-MW capacity. However, the provision of a 10% reserve 
margin clause in the PPA for the specified period empowers the NEA to offtake such 10% energy, based on the dispatch 
instruction of the load dispatch centre without paying any compensation to RHGCL. The company’s revenue would be 
impacted if such a scenario prevails. Nonetheless, the risk is reduced to some extent, given the present demand-supply gap 
in the energy sector as well as the increasing energy demand in the country. Also, the offtake risk remains mitigated as this 
is the maiden project in the district (Rukum) and its adjacent districts where the offtake of the power to be generated is 
expected, given the good demand.  
 
High hydrology risk, given lack of deemed generation clause in PPA – The lack of a deemed generation clause in the PPA 
exposes the project to hydrology risk, in case of adverse river flow scenarios, without receiving any compensation for such 
losses.  
 
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   
Rapti Hydro & General Construction Limited (RHGCL), incorporated on October 21, 2008 as a public limited company, is 

developing the 5-MW Rukum Gad HPP in the Rukum district, Province 5 of Nepal at a budgeted cost of NPR 1,100 million at 

a D:E ratio of 70:30. So far, the equity requirement has been injected. However, the required debt component is yet to be 

tied up for the increased project cost. The company’s paid-up capital, including advances, as of mid-January 2020 was ~NPR 

319 million, which is 100% promoter held. The major promoters of the company include M/s CEBD Hydropower 

Development Company Limited with ~96.5% equity through its subsidiary and associates viz. M/s Universal Power Company 

Limited (~45%) and M/s Radhi Bidyut Company Limited (~40%). The project is a low head and high discharge run-of-the-river 

(R-o-R) type and is being developed at a 40% probability of exceedance (Q40). The plant load factor (PLF) of the project is 

65% with an annual production capacity of ~28.5 GWh of energy. The dry energy mix of the project on the overall energy is 

~18%.  

 

Annexure-1: Instrument details  

Instrument * 
Rated Amount  

(NPR Million) 
Rating Action 

Fund-based facilities; Long-term loan (A) 670  

Term loan (long term; fund based) 670 [ICRANP] LB+; Assigned 

   

Fund-based facilities; Short-term loans (B) 20  

Bridge gap loan (within the term loan) (70) [ICRANP] A4; Assigned 

Overdraft (short term; fund based) 20 [ICRANP] A4; Assigned 

   

Non-fund based facilities; short-term loans (C) 3  

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


 

www.icranepal.com                                                                                                                                        4 

Letter of credit (within the term loan) (300) [ICRANP] A4; Assigned 

Bank guarantee  3 [ICRANP] A4; Assigned 

Total (A+B+C) 693  

 

Analyst Contacts  
Mr. Kishor Prasad Bimali, (Tel No. +977-1-4419910/20) 
kishor@icranepal.com     
 

Mr. Purushottam Sedhai, (Tel No. +977-1-4419910/20) 
purushottam@icranepal.com    
 

Relationship Contacts   
Ms. Barsha Shrestha, (Tel No. +977-1-4419910/20) 
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. The international credit rating agency, Moody’s 

Investors Service, is ICRA’s largest shareholder. 
 

For more information, visit www.icranepal.com   
 

ICRA Nepal Limited, 

Sunrise Bizz Park, 6th Floor, Dillibazar, Kathmandu, Nepal. 

Phone:+977 1 4419910/20 

Email: info@icranepal.com 

Web: www.icranepal.com 

 

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

 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. 
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